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STATE OF NEW YORK
DEPARTMENT OF PUBLI C SERVI CE

August 8, 1996

TO THE COWM SSI ON
FROM ELECTRI C DI VI SI ON - RATES- UPSTATE
SUBJECT: Case 91-E-1020

Proceedi ng on Mdtion of the Commi ssion as to the rates, charges,
rul es, and regul ations of New York State Electric & Gas
Corporation for Residential Tine-of-Use Service - Filing of the
Conmi ssi on- mandat ed Report of the First Three Program Years.

SUMMARY OF

RECOMVENDATI ON: Staff recommends approval of the report, continuation of the
residential tinme-of-use rate programwth
nodi fication, and that the conpany be directed to file
revised tariff |eaves as an energency neasure pursuant
to Section 202(6) of the State Admi nistrative
Procedure Act.

* * *

Summary

By letter dated June 4, 1996, New York State Electric & Gas
Cor poration (NYSEG or the conpany) submtted for Conmi ssion approval a report
of the first three years of residential time-of-use (TOU) rate service in
conpliance with Ordering Cl ause
No. 3 of Conmmi ssion Opinion No. 92-32 (issued Novenber 16, 1992) in Case 91-E-
1020. NYSEG has al so proposed to separate the third group of program
custoners into two groups, thus naking a fourth group of residential TOU
program custoners. NYSEG requests approval of this nodification as an
emergency measure pursuant to Section 202(6) of the State Administrative
Procedure Act (SAPA) so that the third group of custoners nmay begin TOU
billing and be entitled to the benefits thereof.

Staff recomends Conmmi ssion approval of the report and the

continuation of the conpany's residential TOU rate programwith the
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nodi fication proposed by the conpany. Staff further recommrends that the
conpany submt revised tariff |eaves that accurately depict the manner in
which the TOU rate programis being inplemented and submit to the Comm ssion
at | east three nonths before actual TOU billing of the fourth group of
custoners schedul ed to begin in Septenber 1997, all avail able conparative

billing data for this fourth group of custoners.

Backgr ound

NYSEG provi des TOU rate service on a mandatory basis to its
| argest residential customers on Service Classification (SC) No. 12 pursuant
to Opinion No. 92-32. Simlar prograns are in effect for each of the seven
maj or electric utilities.

Affected Custoners

TOU netering and billing is applicable to customers with mninmm
annual usages of 35,000 kWh. Custoners are required to remain on SC No. 12
for one year after initiation, but will be eligible for transfer to the
ot herwi se applicable residential service classification if/when total usage of
a prior twelve-nonth period was | ess than 30,000 kWh. At the program s
conception, NYSEG estimated that 6,100 custoners would be eligible to
participate in the program

Opi nion 92-32 called for existing residential custoners to be
initiated into TOU service in three groups (consisting of about 2,000
custoners in each group) during three consecutive twelve-nonth periods. The
first group was originally designed to include custoners with annual usage
over 53,000 kwh, followed by custoners with annual usage over 40,000 kwh, and
in the final phase, custonmers with annual usage over 35,000 kWh. In the first
year for each of the groups, custoners were billed at existing rates, but
received a conparison bill showi ng what TOU rates woul d have charged. At the
end of the year, any TOU savings were credited to the customer. |In the second
and third years of the phase-in, customers were billed at TOU rates, but given
refunds for collections in excess of 105 percent and 110 percent,
respectively, of what woul d have been billed under the previously applicable

rate.

I I I , ; lified | i
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NYSEG s origi nal phase-in plan forecast was based on an estinmate

that approximately 6,100 customers would be eligible for the TOU rate program
In each of the first three years of the new rate, about one-third of the
custoners (2,000) were to begin the three year phase-in. However, when the
third group was identified for purposes of setting TOU neters, approxi mately
3,000 custoners were using between 35,000 kWh and 42,000 kWh annual ly, 50
percent nore than originally forecasted. NYSEG therefore, separated the
third group into two separate phase-in periods. The third group now conprises
custoners with annual usage |evels between 37,500 kWh and 42,000 kWh, and a
new fourth group conprises custoners with annual usage | evels between
35,000 kWh and 37,500 kWh. NYSEG proposes to begin conparison billing for the
fourth group in Septenber 1996 and actual billing at TOU rates i n Septenber
1997. This change in the program needs to be reflected in the conpany's
tariffs and will require an energency neasure pursuant to SAPA to effectuate.
The First Three Years

The process began with the first group of qualifying custoners
in Septenber 1993. The second group, with annual usage between 42,000 kWh and
53, 000 kWh, began conparison billing in Septenber 1994, and the third group
wi th annual usage between 37,500 kWh and 42,000 kWh, began conparison billing

in
Sept enber 1995.
Mandat ed Reporting
In its Opinion 92-32, the Comm ssion directed the conpany to
file a report three nonths before the transition fromdual billing to actua
TOU rate billing for the third group of customers show ng the actual inpact of

TOU rates on custoners in the first two groups to that point, as well as the
expected inmpact on the third group. Actual TOU billing of the third group is
contingent on the Conmi ssion's approval of the filed report. Actual TOU
billing for the third group, as currently defined by NYSEG is scheduled to
commence in Septenber, subject to the previously described bill cap
provi si ons.
Report Content

NYSEG provi ded a report that contains all currently avail able

TOU rate program custoner data for the first two phase-in periods and al

available billing data for the year 1 conparison billing period of Goup 3
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custoners. The report consists of a conputer printout which conpares each
customer's annualized bill at SC 1 or SC 8 rates versus TOU rates.

NYSEG al so subnmitted conparative billing information reflecting
| oad study results for Groups 3 and 4, custoners with annual usage between

35,000 kWwh and 42,000 kWh. Based upon billing conparisons for the | oad study

custoners, NYSEG expects that Group 3 and 4 custoners will experience the
fol | owi ng:
E . | Bi
Percent Increase Percent of Customers
1%to 3% 11%
-1%to 1% 4%
-5%to -1% 81%
greater than -5% 4%
. .
Cust omer | npact

As shown in the attached Appendi x, approximtely
96 percent of Group 1 custoners had |ower bills under TOU rates, and | ess than
one percent of Group 1 custoners experienced an increase greater than three
percent. About 11 percent of G oup 2 custoners' bills increased with TOU
rates, but |ess than one percent of G oup 2 custoners' bills increased by nore
than five percent. Conparative billing for Goup 3 showed over 95 percent of
the custoners would have lower bills on TOU rates than under their current

service classification.

. I lat i
Because of the dramatic nunber of bill decreases and the few,
nodest increases experienced, Staff reconmends continuation of NYSEG s TOU
program Further, the conpany's nodifications to the program allowing it to
be i npl emented nore snoothly over an extended (one year) term cause no
i ncrenental negative inpact on custoners. Staff recomends that NYSEG file
revised tariff |eaves accurately describing the inplenentation nodifications
of the program Since new Group 4 custonmers will now begin conparative

billing in Septenber 1996, Staff recommends that the conpany be further
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directed to file all available conparative billing data with the Conm ssion at
| east three nonths before actual TOU billing of Group 4 custoners, schedul ed
to begin in Septenber 1997. This reporting requirenent is suggested to
satisfy the Conmission's original intent to nmonitor all TOU custoners,
particularly the | owest usage |evel custoners, as they begin actual TOU rate
billing.

This meno has been reviewed by Leonard Van Ryn of the O fice of

Gener al Counsel and the Consuner Services Division.

Energency SAPA

The Conmi ssion should take this action on an energency basis
pursuant to Section 202(6) of SAPA. The tariff revisions nmust be in place so
that the TOU program changes can be inplenented in Septenber 1996. |If
i mpl enentation of the changes were del ayed, custonmer confusion would ensue and
the affected custoners would | ose the benefit of a tinely transition to TOU
rates. Since the TOU programis an inportant energy conservation and custoner
service inprovenent, these harns to the program nust be avoi ded, both for the
benefit of the TOU custonmers and NYSEG s ratepayers generally. Accordingly,

i medi ate action is necessary for the preservation of the public welfare and
conpliance with the advance notice and comrent requirenents of SAPA

Section 202(1) would be contrary to the public interest.
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