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CASE 01-E-0359 — New York State Electric & Gas Corporation —
Petition for Approval of its Electric Price
Protection Pl an.

CASE 02-E-0576 — New York State Electric & Gas Corporation -
Proceedi ng on Motion of the Conmm ssion as to
Tariff Revisions to the Econom c Devel opnent
Zone Incentive, the Econom c Devel opnent
I ncentive and Snall Business Gowmh Incentive,
filed in Cs 01-E-0359 and 01- M 0404.

ORDER ADOPTI NG ECONOM C DEVELOPMENT PLAN | N PART
AND PROVI DI NG FOR FURTHER PROCEEDI NGS

(I ssued and Effective October 9, 2002)

BY THE COW SSI ON:

BACKGROUND
Under the Rate Plan Order for New York State
Electric & Gas Corporation (NYSEG, the utility was directed to
devel op an Econom c¢ Devel opnent Plan (ED Plan) that would fund
existing initiatives for fostering econom c devel opnment and new
prograns encouraging the attraction, expansion and retention of
busi nesses within its service territory.? On May 29, 2002, NYSEG

! Case 01-E-0359, supra, Order Adopting Provisions of Joint
Proposal with Modifications (issued February 27, 2002), Joint
Proposal, Exh. 113, § Xl (E).
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filed a proposed ED Pl an that budgeted $8 mllion for spending
on econom ¢ devel opnent progranms. The ED Plan filing foll owed a
separate filing nmade on May 2, 2002, initiating

Case 02-E-0576, where the utility made changes to tariffs
governi ng sone exi sting econom ¢ devel opnment prograns.

Several parties submtted comrents on the ED Pl an
proposal and the revised tariffs by August 5, 2002, within the
time prescribed under State Admi nistrative Procedure Act (SAPA)
§202(1). NYSEG subsequently filed a reply.?

POSI TI ONS OF THE PARTI ES
NYSEG s Initial Filings
Inits May 2 filing, NYSEG relates that it re-exam ned

its tariffs while undertaking the review of its econonic
devel opnment prograns called for in the Rate Plan Order. NYSEG
explains that it discovered deficiencies in three of its tariff
prograns — the Econom c Devel opnment Zone Incentive (EDZI), the
Econom ¢ Devel oprment Incentive (ED ), and the Small Busi ness
Gowth Incentive (SBA) -— that require i mrediate attention
NYSEG proposes changes to the discounts set forth in
its EDZI tariff, for eligible custoners |ocated within Enpire
Zones (fornmerly denoni nated as Econonic Devel opnent Zones).® The
utility would elimnate the existing discounts, which vary
dependi ng on the Zones' geographi cal boundaries or dates of

creation, and replace themwith a single incentive applicable in

2 The unaut horized reply will be considered because it advances
the record in this proceeding.

3 Enpire Zones are created under General Minicipal Law Article
18-B, and are adm nistered by the Enpire State Devel opnent
Cor poration; under Public Service Law (PSL) 866(12-c), Enpire
Zone electric service for eligible custonmers is priced at the
utility's increnental costs.
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all Zones regardl ess of geographical or tenporal distinctions.
NYSEG woul d set the uniformdiscount at $0.015 per kW for
primary and secondary custoners and $0. 0075 per kW for sub-
transm ssion and transm ssion custonmers (NYSEG s di scounts are
subtracted from ot herw se-applicable bundled rates). Wthout
these rate changes, the utility warns, it will fail to recover
its marginal costs of serving the EDZI custoners, as the EDZI
tariff and 866(12-c) require.

NYSEG woul d al so revise the EDZI eligibility criteria.
Certain customers, the utility announces, have sought to expand
EDZI eligibility by manipulating the tariff. To avoid any
future attenpts to broaden eligibility, the utility states it
woul d di stingui sh between prospective custonmers and exi sting
custoners. Only prospective custoners that intend to add new
load within a Zone, the utility asserts, should qualify for the
EDZI incentive discounts.

Turning to EDI,* NYSEG woul d apply discounts of $0.01
per kWh for primary and secondary custoners and $0. 005 per kW
for sub-transm ssion and transm ssion custoners. The revised
di scounts, the utility asserts, would ensure that ED custoners
contribute towards common costs in addition to supporting
utility incremental costs, and would properly align the ED
incentive with the EDZI incentive. NYSEG would also revise the
EDI eligibility criteria to conformto the changes proposed for
EDZI eligibility.

NYSEG pl ans to phase out the SBA incentive.® It would

reduce the incentive to a discount of $0.015 per kWh for the

* This program a predecessor to EDZI, is inplenmented under PSL
866(12-b), which requires rates priced to recover increnental
costs and a contribution to common costs.

5> These discounts are offered to small busi ness custonmers for
their additions to | oad that exceed their historic usage.
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bal ance of 2002, and elimnate it thereafter. According to the
utility, the Rate Plan Order did not require continuation of the
SBG incentive,® which was originally adopted under the Rate and
Restructuring Order.’ Because that Order did not require
continuation of the programeither, and the tariff mght attract
"free riders,"” NYSEG believes that a phase out is appropriate.

NYSEG asks that consideration of its proposed
tariff revisions be expedited. The utility is concerned
that it will not recover its marginal costs under the
existing rates, to the detrinment of other ratepayers.

In its May 24 ED Plan filing, NYSEG takes a tariff-
based approach to econom c devel opnent. It references its May 2
tariff filing, and assunes that its changes to the EDZI, ED and
SBA incentives will be approved by July 1, 2002. Turning to
its other econom c devel opnent tariffs, the utility proposes to
nodi fy the Econom ¢ Revitalization Incentive (ERI) and expand
its scope to absorb the Business Retention Incentive (BRI)
program which woul d be discontinued. The existing Industrial
| ncubator Incentive (111) would be renaned as the Incubat or
Devel opnent Incentive (ID), and eligibility would be broadened.
The utility reports it will continue to offer the Self-
Ceneration Deferral Incentive (SGDI).

To be eligible for either the ERI or the BRI, NYSEG
expl ains, a custonmer nust denonstrate that it receives
government or enpl oyee-funded incentives. NYSEG reports,
however, that it would allow Power for Jobs (PFJ) custoners to

apply their gross receipt tax (GRT) credit under that program

® Case 01-E-0539, Joint Proposal, Exh. 113, 8XI(A(2), p. 38.

" Case 96-E-0891, New York State Electric and Gas Corporation —
Plans for Electric Rates and Restructuring, Opinion No. 98-6
(i ssued March 5, 1998).
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towards the incentive requirenment. NYSEG al so understands that
Enpire State Devel opnent Corporation (ESD) may assist custoners
in conplying with another requirenent of the ERI tariff — the
devel opnent of a | abor-nmanagenent productivity plan.

El aborating on its proposal to nerge the BRI into the
ERI, NYSEG notes the BRI woul d otherw se expire on March 2,
2003. The BRI, the utility continues, was established under the
Rate and Restructuring Order, and afforded custoners the
opportunity to obtain rate reductions for a five-year term The
utility will permt those custoners whose five-year terns extend
beyond the March 2, 2003 expiration to transfer to the ERl for
the remai nder of the terns. The ERI discount of $0.010 per kW
woul d be applied to the rates charged the fornmer BRI custoners.

NYSEG woul d continue to pronote technol ogy business
growt h through an incubator tariff. The former 111 would be
retitled and nodified into the nore inclusive IDI. Eligibility
woul d be expanded beyond busi nesses to include university
research and devel opnent technology facilities. The di scount
woul d be set at EDZI |evels.

NYSEG al so updates its position on the EDZI and ED
prograns. It clains that EDZI rates should be subjected to a
fl oor price provision, preventing the rates fromfalling bel ow
the utility’ s margi nal cost of service. Besides enphasizing
that EDI should be subject to the sanme eligibility restrictions
as EDZI, NYSEG asserts that it may phase out EDI in the future.

Custoners participating in its econom c devel opnent
tariff programs, NYSEG stresses, nust take service under its
Bundl ed Rate Option (BRO for the portion of their |oad
receiving the incentive. As a result, the incentive discounts
woul d be subtracted fromthe BRO rate. Custoners, however
woul d be permtted to secure energy froma supplier other than
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NYSEG pursuant to the terns and conditions for retail access
under the BRO rate.

NYSEG plans to linmt its EDP budget to no nore than $8
mllion per year. The utility is concerned, however, that the
proliferation of Enpire Zones may increase custoner demand for
the EDZI rate. EDZI costs would then consune nore of the $8
mllion budget than anticipated. NYSEG proposes to constrain
the draws on the budget needed to fund EDZI by reserving the
right to reduce the |evel of the EDZI discounts.

ESD s Comment

After analyzing NYSEGs ED Plan and tariff filing

together, the Enpire State Devel opnent Corporation (ESD)

concludes that nore review is needed, al beit evaluating the ED
Plan is difficult because the issues raised in the tariff filing
are not yet resolved. ESD is concerned that NYSEG s proposals
to significantly reduce or elimnate econom c devel opnent

di scounts and to restrict eligibility for those di scounts m ght
underm ne the utility’ s econom c devel opnent efforts.

NYSEG s filings, ESD argues, also fail to adequately
pronot e econom ¢ devel opnment in conformance with the 2002 New
York State Energy Plan (SEP). According to ESD, it is decided
in SEP that secure and affordabl e energy supplies are needed to
expand job growth in New York, and that electric rate discounts
are an inportant econom c devel opnent tool used to achieve that
goal .

Turning to the specific elements of the tariff
prograns, ESD opposes NYSEG s proposed reductions to the EDZI
di scounts, arguing that EDZI rates nmust be set at the utility’'s
incremental cost. ESD also sees no basis for NYSEG s
di stinction between prospective and existing custoners in
determining eligibility for the EDZI rate. ESD protests that,
because determning eligibility for Enpire Zone benefits,

-6-
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including EDZI, is its statutory responsibility, NYSEG s effort
to establish its owm EDZI eligibility criteria underm nes ESD s
exercise of its responsibilities.

Opposing NYSEG s plan to elimnate tenporal and
geographic EDZI rate distinctions, ESD conpl ains that the
utility has not shown any cost justification for its changes, or
for its existing policy of offering different discounts within a
Zone if its boundaries are expanded subsequent to its creation.
ESD al so finds unwarranted NYSEG s proposal to shorten the term
of an EDZI rate discount award from 10 years to a m ni num of
three years. Another unacceptabl e aspect of NYSEG s EDZI
revi sions, according to ESD, is the policy requiring an existing
business site to remain inactive for one year before it may be
pur chased by a new owner that qualifies for the EDZI discount.

ESD s analysis of EDI follows its approach to EDZI
As NYSEG has not justified its EDZI nodifications, ESD asserts
that the utility has not justified its changes to ED either.

ESD woul d continue the SBA program NYSEG s only
reason for discontinuing the rate, ESD conplains, is the $8
million limtation it has placed on its econom c devel opnent
budget. Over 2,000 custoners, ESD continues, are taking SBG
service and NYSEG should not be allowed to elimnate such a
successful programwi thout justification. ESD dism sses an
argunent that SBG attracts “free riders” because there is no
anal ysis or proof substantiating that argument. ESD al so argues
NYSEG di sregards the economic nmultiplier benefits achi eved when
busi nesses grow in response to the S@BI di scounts.

According to ESD, the proposed SBA phase out does not
adequately protect custonmers in any event. Even under the
phase-out, ESD cl ai nms, many custoners could see bill increases
of over $1,000 annually, an amount that could be devastating to

smal | busi nesses.
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ESD characteri zes NYSEG s proposed $8 nillion budget
as inadequate. NYSEG ESD contends, has failed to identify a
cost basis for limting the budget to $8 mllion. ESD
interprets the Rate Plan Order as providing for a budget of up
to $12 million. Funding of the full budget, ESD believes, would
enable the utility to avoid its proposed reductions to the
econon ¢ devel opnent tariff incentives, thereby enhancing the
potential for successful econom c devel opnent.

O her electric utilities, ESD notes, include in their
econoni ¢ devel opnent budgets spending for pronoting economc
devel opnment through marketing efforts. Because NYSEG has not
included in its budget any nmarketing costs, ESD believes that
the utility should be required to continue current funding of
mar keting efforts outside the scope of the budget.

Reiterating its conplaint that the record for
eval uating NYSEG s ED Pl an is inadequate, ESD urges that the
record in this case be expanded. ESD asks that NYSEG be ordered
to furnish evidentiary justification for the positions it has
taken and that evidentiary hearings be conduct ed.

M

Mul tiple Intervenors (M) asks that NYSEG s ED Pl an be
rejected. The utility, M clains, proposes reductions to
econoni ¢ devel opnent incentives that would “gut” econom c
devel opnent in its service territory.® M agrees with ESD that
NYSEG s filing is inconsistent with SEP, which recogni zes that
hi gher electric rates are a significant barrier to economc
devel opnent and j ob expansion in New YorKk.

M al so conpl ains that NYSEG has not conplied with the
Rate Plan Order. There, M discerns, NYSEG was directed to

devel op a conprehensi ve econom ¢ devel opnent plan, which woul d

8 M Comment, p. 2.
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pronot e econom ¢ devel opnment through i ncreased spending. M
accuses NYSEG of retrenching its econonic devel opnent efforts in
contravention of the O der.

NYSEG M argues, has not substantiated with data the
basis for its reductions to its econom c devel opnment incentives.
M also clains the utility has failed to reflect the inpact of
decl i ni ng whol esale cormodity prices in its analysis of nmargina
cost. M concludes NYSEG s efforts are detrinental to ongoi ng
and future econom c devel opnent efforts.

Nucor

Nucor Steel Auburn, Inc. (Nucor) urges that NYSEG s
proposed tariff changes and ED Plan be rejected. Nucor asserts
that there is no factual basis for the reductions to the EDZI
di scounts that NYSEG proposes. NYSEG s EDP, Nucor cl ainms, nust

be nodified to enhance the effectiveness of its progranms, “not

to neuter themin contenplation of abandoni ng econom c
devel opnent efforts al together.”®

Pai nting a disturbing picture of econom c devel opnent
probl ens in upstate New York, Nucor points to declining business
activity and falling population |evels as indicating that
NYSEG s service territory is at economc risk. The Enpire Zone
program Nucor argues, was enacted to arrest this decline and
revitalize business grow h.

Nucor di sputes NYSEG s clai mthat present EDZI rates
fall bel ow margi nal costs. Nucor insists a proper analysis of
spot market prices for energy and NYSEG s actual cost of
delivery would clearly denonstrate that current EDZI discounts
are well above the utility’'s marginal costs. NYSEGs claimto
the contrary, Nucor protests, is based on its predictions of

future energy costs. Those predictions, Nucor maintains, are

® Nucor Comment, pp. 1-2.
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i nherently uncertain, and NYSEG has overstated themin any
event. Moreover, Nucor argues that NYSEG s proposed EDZI
di scount woul d be inadequate and ineffective in attracting new
busi ness to New York.

Nucor al so opposes NYSEG s efforts to revise the |evel
of the EDZI discount that existing custoners receive. Those
di scounts, Nucor declares, are guaranteed in the tariff for a
period of 10 years, and NYSEG should not be allowed to disturb
that guarantee. Continuing its analysis, Nucor urges rejection
of NYSEG s proposal to prospectively reduce the 10 year termfor
the EDZI rate to as little as three years. Businesses
contenplating rel ocation, Nucor clains, require rate certainty
over a greater tinme period.

Nucor woul d al so reject NYSEG s proposed revisions to
EDZI eligibility requirenents. According to Nucor, the
utility’s focus on additional |load as the identifying
characteristic crucial to EDZI eligibility finds no support in
| aw or fact. A purchaser of an existing business, Nucor argues,
is just as much a prospective customer as an entity that adds
new | oad by building a new facility. NYSEG s approach, Nucor
clainms, would preclude revival of existing sites where
busi nesses are facing the prospect of a permanent shut down.

| f NYSEG s proposed EDZI tariffs are not rejected
outright, Nucor recommends that additional hearings be held.
Tariff changes that would cripple upstate New York’s econonic
redevel opnent, Nucor concl udes, should not be adopted wi thout
full evidentiary justification.
NYSEG s Reply

Responding to the commenters, NYSEG nmintains its $8

mllion budget conplies with the Rate Plan Order. Expanding the
budget to $12 nmillion, NYSEG notes, would increase by $4 mllion

-10-
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the amount drawn fromthe Asset Sale Gain Account (ASG).'°
NYSEG i s concerned that the ASGA may be unwi sely depl et ed, when
ot her econom ¢ devel opnent draws on the fund are conbined with
the $4 million budget increase.

NYSEG mai ntains that its revised econom c devel opnent
tariffs conformwith the Rate Plan Order and will adequately
pronot e econom ¢ devel opment. NYSEG defends its nodifications
to the EDZI tariff, arguing that only new | oad should qualify
for those discounts. NYSEG al so sees no inconsistency between
its ED Plan and SEP. According to the utility, substantial rate
reducti ons under the Rate Plan Order and its predecessor Rate
and Restructuring Order have boosted the economnmy in its service
territory, satisfying SEP. NYSEG opposes further hearings or

proceedi ngs, as unnecessary to justify approval of its tariffs.

DI SCUSSI ON. AND CONCLUSI ON

NYSEG s proposed ED Pl an and econom ¢ devel opnent

tariff revisions are unsatisfactory in several respects. Wile
sone of the deficiencies can be addressed and corrected here,
others require further consideration in additional proceedings.

The Econom ¢ Devel opnent Budget

NYSEG proposes to spend $8 million per year on its ED
Pl an budget. The $8 million budget is predicated upon
substantial reductions to the econom c devel opnent di scounts
avai |l abl e under the utility's various tariffs. Since NYSEG s ED
Plan is based primarily on tariff discounts, reductions to the

| evel of the discounts would prevent the utility from adequately

19 The ASGA was established under the Rate Plan Order as the
repository for the net proceeds NYSEG realized upon the sale
of the NNne Mle Il Nuclear Facility. Case 01-E-0359, Joint
Proposal , Exh. 113, svI(O (1), p. 13.
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pronoti ng economc growh in its service territory, to the
detrinment of all of its ratepayers.

Moreover, the $8 million budget fails to fulfill the
goals identified in the Rate Plan Order. It was anticipated
there that "econom c devel opnent opportunities in NYSEG s
service territory should be significantly inproved" by NYSEG s
ED Plan. ! NYSEG woul d retain "all existing programs" and "break
new ground” through a 50% i ncrease in spending on econonic
devel opment over the $8 million reflected previously in rates.
Conti nui ng spending at $8 mllion conflicts with that analysis.

The Rate Plan Order provided that a budget of $12
mllion was feasible, if $4 mllion were recovered fromthe
ASGA. NYSEG argues that the $4 million in additional spending
could deplete the ASGA. The utility has no cause for conplaint,
however, because if the ASGA is consuned it may defer the
af fect ed econoni ¢ devel opnent costs for later recovery under the
terms of the Rate Plan.?'?

A $12 million budget would accord with NYSEG s recent
experience; for the period fromJuly 2000 through July 2001, the
utility spent $11.5 nillion on economnic devel opment prograns. '3
The $8 million budget, in contrast, is a substantial step
backwards to the | evels expended under the prior Rate and
Restructuring Order. A $12 million budget is needed to naintain

the existing | evel of econom c developnent in the utility’s

1 Rate Plan Order, p. 11
12 Case 01-E-0359, Joint Proposal, Exh. 113, &8VI(Q)(5), p. 14.

B 1t is presumed NYSEG wi || continue spending on economi c
devel opnment marketing at existing |evels, outside the scope of
t hi s budget.

-12-
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service territory, and NYSEG is directed to inplenent that
budget . **
The Draft Tariff Process

As the parties point out, the record conpiled to date

is not sufficient to decide the several issues raised by NYSEG s
economi ¢ devel opnent tariff filing in Case 02-E-0576.%® As a
result, further proceedings shall be conducted. NYSEG shal
update and serve on all active parties to this proceeding the
mar gi nal cost information it provided to our Staff on Septenber
3, 2002. Moreover, NYSEG shall at the sane tine serve on al
parties its updated justifications, also originally provided on
Septenber 3, for asserting that the SBG tariff has attracted
“free riders,” undermning its effectiveness.

After the other parties receive its evidentiary
filing, NYSEG shall collaborate with those parties in discussing
its evidence. The utility shall file revised draft tariffs
reflecting its discussions with the parties, and conporting with
the directives set forth below, within 90 days of the date of
this Order. Parties nmay then conment on the draft tariff filing
and NYSEG s evidentiary support for its positions, within 45
days of the utility's filing.

The EDZI and EDI Tariffs

NYSEG proposes to substantially reduce the EDZI

di scount. Under PSL 8§ 66(12-c), however, EDZI rates nust be set

at a utility’s incremental cost. NYSEG has not justified its

claimthat the existing discounts drive the EDZI rate bel ow

14 An econonic devel opnent plan that we deem adequate satisfies
SEP requirenments; SEP does not mandate a separate or
addi ti onal anal ysi s.

5 The further suspension of those tariffs will be considered at
anot her tine.
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mar gi nal cost; the utility's Septenber 3 evidentiary submttal
was not served on other parties and was received too |late for
adequat e anal ysi s here.

Mor eover, NYSEG proposes to subtract its EDZI
di scounts fromthe bundl ed BRO rate. EDZI custonmer options
shall not be limted to the BRO. NYSEG shall develop in the
draft tariff process an unbundl ed EDZI discount. Under an
unbundl ed approach, custoners would pay a stand-al one delivery
charge whil e taking energy supply separately. The EDZI di scount
is then subtracted fromthe delivery service rate. For exanpl e,
t he di scount could be designed to reduce or elimnate the non-
bypassabl e wire charge (NBWC) conponent of that rate.

NYSEG s proposed changes to EDZI eligibility
requi renents are al so unsatisfactory. NYSEG would allow only
those custoners it defines as prospective to obtain EDZI
incentives for new | oad they add within a Zone.!® According to
NYSEG existing |oad would not qualify, unless the existing site
where the load is | ocated has been abandoned for at |east one
year.

Requi ri ng abandonnment of a site before it nay be
acquired by a prospective customer woul d hi nder econom c
devel opnment and coul d i npel the very decline in economc
activity that econom c devel opnent incentives are intended to
forestall. Conpelling an already econom cal |l y-di sadvant aged
business sited in an Enpire Zone to endure a |l ost year’s
earnings while awaiting EDZI service could | ead to a pernanent
shut -down of the business, resulting in irreversible job |osses.

Mor eover, NYSEG s onerous restrictions on custoner

eligibility conflict with the policies underlying Enpire Zone

¢ Existing custonmers could add |oad at their sites to obtain the
di scount, but it would adhere only to the additional | oad.

- 14-
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benefits. A nore appropriate definition of a prospective
custoner is one that either creates new | oad or acquires | oad
t hrough the purchase of existing facilities. For exanple, the
Tax Law entitles new Enpire Zone businesses to tax credits.!” To
gualify as a new busi ness, a new owner need denonstrate only
that its ownership is substantially different fromprior
ownership at the site. Existing businesses not qualified for
the credits are limted to those where both operation and
ownership remain substantially the same. NYSEG s approach
cannot be squared with the policy towards Enpire Zone busi nesses
expressed in the Tax Law.

Simlarly, utilities other than NYSEG have
successfully inplenented distinctions between prospective and
exi sting businesses less restrictive than NYSEG s proposal.® To
par aphrase the econoni ¢ devel opnent zone rider tariffed by the
Consol i dat ed Edi son Conpany of New York, Inc. (Con Edison), a
prospective EDZI custonmer can be defined as foll ows:

a) The custoner's activities are largely or entirely
different in nature fromthat of the previous
cust omer; or

b) If the activities are not different, the owner is
different; or

c) Busi ness has not been conducted at the prem ses for at
| east six nmonths prior to the application for EDZ
benefits; or

d) The predecessor custoner is in bankruptcy and the
appl i cant has obtained the business in a |iquidation
sal e.

172002 Laws of New York, Ch. 85, Part CC, 810, anending Tax Law
814(j)(1).

18 Consol i dat ed Edi son Conmpany of New York, Inc., P.S.C. No. 9 —
Electricity, Leaf Nos. 140-41.
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Again, if the ownership of the business changes, it qualifies as
a prospective business even if its operations remain the sane.
NYSEG shal |l reflect a broader definition of prospective custoner
consistent with the discussion above in the draft tariffs it
files.

NYSEG s existing EDZI rates differ substantially
dependi ng upon a particular Enpire Zone's boundaries and tine of
creation. NYSEGis directed to include with its draft tariffs a
chart identifying the various existing discounts for each
geographi cal Enpire Zone and each expansi on of a Zone,
specifying the time of creation of each Zone and expansi on.
ESD s conplaint that rates should not differ within a Zone w ||
be addressed in the draft tariff process.

NYSEG s restrictions on the 10-year length of tine the
EDZI rate remains available to a custoner are rejected. A ten-
year termis needed to attract and retain custonmers. NYSEG
shall specify in its draft tariffs that the EDZI rate wll
remain in effect for that term NYSEG however, may propose a
mar gi nal cost fl oor reopener to account for energy price risk,
if applied only to a bundled EDZI rate option and not to the
unbundl ed EDZI discount. Oher parties may propose alternatives
to the floor price approach.

NYSEG i ntertwi nes the rate design of EDZI with that
for EDI. The distinction between the two services is that ED
rates may include a contribution towards comon costs, in
addition to recovering utility increnental costs. Since NYSEG
has failed to justify its EDZI rates on an increnmental cost
basis, it has also failed to justify its EDI rates. Further
exam nation of the EDZI rates therefore is required in the draft

tariff process.
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The SBA Tariff

The Rate Plan Order does not require termnation of

the SBA, and its elimnation has not been otherw se justified.
NYSEG however, clains that anong the 2,000 custoners
participating in the programare nunmerous “free riders” that
woul d remain |l ocated within the service territory even if the
di scount were elimnated. The information NYSEG submitted in
its Septenber 3 filing supporting its contention and its
proposed SBGA phase out will be considered in the draft tariff
process.

Reporti ng Requirenents

Wiile flexibility in inplenenting the ED Pl an
maxi m zes the benefits of econom c devel opnent spendi ng,
adequat e accountability also nmust be ensured. Because NYSEG s
econoni ¢ devel opnent plan is tariff-based, criteria for
selecting recipients for funding are established in the various
tariffs. Mreover, the programis adm nistered in accordance
with tariff criteria. Therefore, ensuring adequate
accountability extends only to enhanced reporting and eval uati on
requi renents, enforced through cancellation of benefits for non-
conpl i ance. 1°

NYSEG shal | devel op gui delines for those purposes.
Ceneric guidelines that the utility should adapt to its
ci rcunstances are attached at Appendi x A. NYSEG shall submt
its proposed guidelines to the Director of the Ofice of
Consuner Education and Advocacy (OCEA) for review within 30 days
of the date of this Order. Moreover, NYSEG shall file an Annual
Report on its ED Plan with the Director of OCEA within 60 days

of the end of each ED Pl an Year.

19 The requirements will not adhere to the EDZI and EDI tariffs,
because they are statutory entitlenment prograns.
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The Conmi ssion orders:
1. New York State Electric & Gas Corporation is

directed to revise its econom c devel opment budget to provide
for $12 million in funding in accordance with the discussion in
this Order.

2. New York State Electric & Gas Corporation shall,
wi thin 30 days of the date of this Order, serve on all parties
to this proceeding the evidence justifying its cal cul ati on of
its marginal costs for the purposes of establishing Economc
Devel opnent Zone I ncentive and Econom c Devel opnment | ncentive
rates, and the evidence supporting its analysis of the Small
Busi ness G owth Incentive tariff.

3. New York State Electric & Gas Corporation shall
file with the Secretary and serve on all parties, wthin 90 days
of the date of this Order, draft econoni c devel opnent tariffs in
conformance with the discussion in this Oder.

4. Parties to this proceeding are invited to submt to
the Secretary an original and ten copies of coments on the
draft econom c devel opnment tariffs filed by New York State
Electric & Gas Corporation under Ordering Cause 3, within 45
days of the date of their filing.

5. New York State Electric & Gas Corporation shall
submit to the Director of the Ofice of Consunmer Education and
Advocacy econom ¢ devel opnent plan guidelines for review within
30 days of the date of this Order, in conformance with the
di scussion in this Order.

6. New York State Electric & Gas Corporation shall
submt an Annual Report on its Econom c Devel opnent Plan to the
Director of the Ofice of Consuner Education and Advocacy within

60 days of the end of each year of the Pl an.
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7. This proceeding is continued.

By the Conmm ssion,

( SI GNED) JANET HAND DEI XLER
Secretary
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CASES 01-E-0359 and 02-E-0576 APPENDIX A

Generic Program Guidelines for Economic Devel opment Reports

|. REPORTING/EVALUATION REQUIREMENTS

1. A review and evaluation of each participant shall be performed according to

1.

the criteria originally described in the participant's application under the tariff
applied for.

Participants shall file a semi-annual progress report with the company and a
final report when participation in atariff program is completed. The reports
shall describe the tariff activity criteria the participant achieved or made
progress toward. The report shall compare the participant's progress to the
criteria proposed in its application under the applicable tariff. The recipient
shall maintain supporting documentation for company review. The company
shall review each report and make arecommendation, if applicable, on
whether the participant should continue in the tariff program.

The company shall review and evaluate the reports received from each
participant for the economic development program year and provide a
description of the discounts the participant received. Thisinformation shall be
reported in the utility's annual report to be filed with the Director of the Office
of Consumer Education and Advocacy, within 60 days of the end of each
program year. The company’s report shall state the basis for alowing a
participant into atariff program, the participant's achievements, the
cumulative amount of the discounts, and compare the discounts expended to
actual achievements or progress made.

1. CANCELLATION

Any participant that failsto fulfill the reporting and evaluation requirements
described in Section | may be excluded from continued participation in the
relevant tariff program and may be excluded from applying under other tariff
programs, pending review of its performance.



