
STATE OF NEW YORK 
PUBLIC SERVICE COMMISSION 
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COMMISSIONERS PRESENT: 
 
William M. Flynn, Chairman 
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Cheryl A. Buley 
 
 
CASE 05-G-1635 – Proceeding on Motion of the Commission as to 

the Rates, Charges, Rules and Regulations of 
St. Lawrence Gas Company, Inc. for Gas Service. 

 
CASE 05-G-1509 – Petition of St. Lawrence Gas Company, Inc. for 

a Waiver of the Requirements of the Statement 
of Policy on Test Periods in Major Rate 
Proceedings, filed in C 26821. 

 
CASE 05-G-1652 – Petition of St. Lawrence Gas Company, Inc. for 

Permission to Defer Incremental Expense Related 
to Uncollectible Expense and the Carrying Cost 
of Gas Storage, filed in C 9218. 

 
CASE 05-G-1063 – Petition of St. Lawrence Gas Company, Inc. for 

Authority to Defer Incremental Expense Related 
to the New York State Department of Public 
Service 2005-2006 Statement of Estimated 
Assessment. 

 
 

ORDER ADOPTING THE TERMS OF A JOINT PROPOSAL 
 

(Issued and Effective November 9, 2006) 
 

 
BY THE COMMISSION: 
 

INTRODUCTION 
 

 On December 27, 2005, St. Lawrence Gas Company, Inc. 

(St. Lawrence or the Company) proposed to increase its annual 

gas revenues by $2.87 million.  The Commission suspended the 
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rate filing and initiated this proceeding.  In April 2006, 

Department of Public Service (DPS) Staff completed its 

investigation of the rate filing and filed responsive testimony.  

In May 2006, the parties conducted properly noticed settlement 

discussions and, on June 14, 2006, the Company and Staff entered 

into a Joint Proposal.   

 At a hearing held on June 21, 2006, before 

Commissioner Maureen F. Harris and Administrative Law Judge 

Jeffrey E. Stockholm, the Joint Proposal, St. Lawrence's 

December 2005 rate filing and DPS Staff's responsive testimony 

were entered into the record.   

 Public comments concerning the Joint Proposal were 

solicited by notice dated July 13, 2006.  Comments have been 

received from Alcoa Inc., Multiple Intervenors, and the 

International Brotherhood of Electrical Workers, Local 97.  

Alcoa and Local 97 do not oppose the Joint Proposal.  Multiple 

Intervenors takes no position concerning it.  

 

THE JOINT PROPOSAL TERMS AND PROVISIONS 

 

 The Joint Proposal covers a period of three years and 

one month, from December 2006 through December 2009.  It 

proposes to increase gas delivery rates by $2.24 million this 

December and the delivery rates could not be increased again 

before 2010.  Thus, the proposal would establish stable delivery 

rates for an extended period. 

 The $2.24 million provided by the new delivery rates 

is expected to increase St. Lawrence's net annual operating 

revenues to about $11.4 million.  During the multi-year rate 

period, the Company's annual operating expenses are expected to 

be in the range of $5.86 million to $6.09 million.  After 

depreciation expenses and taxes, St. Lawrence's operating income 

is expected to be about $2.1 million in 2007 and $1.89 million 

in 2009.  This amount of operating income would provide the 

Company a 10.28% return on equity in 2007 and an 8.89% equity 
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return in 2009.  The levelized return on equity for the three-

year period is 9.6%.   

 If, in the three-year period, St. Lawrence earns 

between 9.6% and 10.6%, the Company will share the earnings in 

this range equally with ratepayers.  If it earns between 10.6% 

and 12.6%, St. Lawrence will share 65% of the earnings in this 

range with ratepayers.  Beyond 12.6%, all earnings will be 

deferred, kept and used to benefit ratepayers.   

 The new delivery rates will increase the base rate for 

residential customers from $7.20 to $11.50 per month.  A typical 

residential customer who uses natural gas to heat his or her 

home will experience an annual average bill increase of about 

8.9%.  The base rate for small general service customers will 

increase from $10.25 to $18.25 per month.  Small commercial gas 

heating customers will experience a 5.6% average annual bill 

increase.1 

 The demand and commodity charges for load-balancing 

industrial customers will be updated.  The demand rate will 

increase from $2.542/Mcf to $3.7739/Mcf.  The commodity rate 

will decrease from $0.07774/Dt to $0.015257/Dt.  St. Lawrence 

will study the potential benefits for large industrial customers 

to balance their loads daily.  It will report the results of its 

study to the parties by March 2007.   

 St. Lawrence will remove natural gas procurement costs 

from base rates and establish a merchant function charge.  These 

costs will be allocated to the customers who purchase their gas 

supplies from the Company.   

 St. Lawrence will also allow a large gas supplier to 

use its gas storage transportation service for third-party 

sales.  The revenues the Company obtains from these transactions 

will flow to ratepayers using the Gas Adjustment Clause.   

 To ensure good service for all customers, St. Lawrence 

will continue to measure customer satisfaction and keep track of 
                                                 
1 These percentage increases include consideration of gas 

commodity costs.  The percentages are lower than they would be 
if gas commodity costs were excluded. 
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the number of complaints submitted to the Commission.  In any 

year the Company fails to achieve its service quality 

thresholds, a revenue adjustment will be applied to it.  The 

maximum annual revenue adjustment for customer satisfaction and 

complaints is $18,000 each.   

 St. Lawrence will also survey the energy service 

companies (ESCOs) that operate in New York, and entities in the 

franchise area, to determine whether there is sufficient 

interest in an energy aggregation program.  If there is, steps 

will be taken to establish a retail access program.   

 In addition to service quality and customer choice, 

St. Lawrence is committed to assisting in the revitalization of 

the service area.  The Company will provide matching grants (of 

up to $10,000) to fund economic development projects in the 

under-utilized business districts and commercial corridors in 

the service territory.  A total of $150,000 over three years is 

available to support this program.   

 The Joint Proposal also resolves two petitions to 

defer incremental expenses, one related to the PSC assessment 

and the other related to uncollectible expenses and the carrying 

costs on gas storage.  Finally, the Joint Proposal supports a 

petition for waiver of the 150-day rule contained in the 

Statement of Policy on Test Periods in Major Rate Proceedings. 

 

THE PROPONENTS' SUPPORTING STATEMENT 

 

 On July 12, 2006, St. Lawrence and DPS Staff provided 

a joint statement supporting the Joint Proposal.  They state 

that the $2.24 million rate increase is needed to cover higher 

costs for pensions, other post-employment benefits, and various 

expenses.  Such items include:  payroll, health insurance, 

injury and damage expenses, uncollectibles, safety programs, 

property taxes, depreciation, interest expense, and a new 

billing system.  By anticipating the potential cost increases 

for 2008 and 2009, the parties have calculated levelized revenue 

requirements and rates that do not change for three years.   
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 According to St. Lawrence and Staff, the embedded cost 

of service study provided and reviewed in this case, and the 

bill impacts customers will experience, served as the basis for 

establishing the proposed revenue requirement allocations and 

the rate design.  Service classifications that are not providing 

adequate returns on investment were allocated a larger portion 

of the delivery rate increase.  Also, the Company's customer-

related costs are responsible for a proportionally greater 

increase in the customer charges.       

 By entering into the Joint Proposal, the Company and 

Staff seek to accomplish several goals and objectives.  They 

seek to establish cost-based rates; to allocate costs properly 

among the service classes; to mitigate rate impacts for 

customers; and, to foster the development of competitive 

markets.  They note that the Joint Proposal provides incentives 

for good service and gas safety, and it encourages economic 

growth in the service area.   

 The Company and Staff believe that three years of 

stable delivery rates are desirable.  They were able to mitigate 

the size of the rate increase using a three-year rate plan and 

available, excess depreciation funds.  They also support efforts 

to develop a competitive retail market, which include the 

merchant function charge and a survey to ascertain the amount of 

interest in an aggregation program.   

 To reach an agreement on the delivery rate increase, 

St. Lawrence and Staff state that they each made concessions 

from their respective litigation positions.  The Company states 

that it has foregone rate recovery of some costs.  It also 

points to the earnings it will share with ratepayers, and the 

customer programs it will fund as significant elements of the 

Joint Proposal.  Given the Company's concessions, Staff has been 

willing to agree to a greater delivery rate increase than it 

might otherwise support.  Staff notes that the Company's low 

rate of return in recent periods supports a rate increase at 

this time.   
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 In sum, St. Lawrence and Staff believe that their 

Joint Proposal balances the competing interests well.  The 

Company will receive less of an increase than it had sought and 

high levels of service quality are expected.  The parties note 

that St. Lawrence will continue to have among the lowest 

residential service rates in New York. 

 

DISCUSSION AND CONCLUSION 

 

 To begin, we observe that the terms and provisions of 

the St. Lawrence Joint Proposal are unopposed.  Significantly, 

the parties who typically participate in St. Lawrence rate 

proceedings have indicated that they do not oppose the Joint 

Proposal or that they take no position concerning its 

provisions.  Certainly, if any such party had negative views, or 

any serious reservations about the proposed terms, they would 

have either sought to litigate them or they would have stated 

their views and concerns in the comments we solicited from them.  

Since there is no formal opposition to the Joint Proposal, we 

find that it is a good candidate for favorable action. 

 We also note that ample opportunity was provided to 

consumers and the public to submit comments about the St. 

Lawrence rate increase proposal.  No adverse comments were 

received when the Company made its filing and no adverse 

comments were submitted when we noticed the receipt of the Joint 

Proposal and specifically requested public input.  From this, we 

find that the public appears to accept the fact that a delivery 

rate increase is timely.  The proposed increase follows a three-

year period in which delivery rates were not increased.2  We 

generally find that setting delivery rates for St. Lawrence for 

a three-year period provides customers desirable rate stability 

                                                 
2 The Company's delivery rates were last raised in August 2003.  
Cases 02-G-1275 and 02-G-1011, St. Lawrence Gas Company, Inc. – 
Gas Rates, Order Adopting Terms of a Joint Proposal (issued 
August 4, 2003). 
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and reduces the typical amount of concern when gas delivery 

rates are addressed and increased annually.   

 Finally concerning the process that produced the Joint 

Proposal, we find that St. Lawrence properly noticed its 

settlement discussions and no one with an interest in the 

proceedings was excluded from participating in the development 

of the settlement terms that are now before us. 

 As to the merits of the negotiated provisions, we find 

that the DPS Staff conducted a complete and thorough examination 

of the St. Lawrence rate filing.  The settlement proposal was 

submitted to us after DPS Staff pre-filed its litigation 

position but before the case went to hearings.  At this stage of 

the proceeding, Staff was in a good position to ascertain its 

litigation risks and anticipate some of the potential outcomes 

on the positions it had taken.  Consequently, Staff was able to 

engage in informed settlement discussions and to negotiate 

acceptable results in keeping with the objectives it established 

for this rate proceeding.   

 As to the size of the proposed rate increase, the 

Staff investigation has confirmed that a gas delivery rate 

increase is warranted even if the Staff would differ with the 

Company concerning the ultimate amount of the rate increase.  

The parties' alternative dispute resolution efforts have 

produced a result that is somewhat less than the amount the 

Company initially requested but more than the Staff amount for 

litigation purposes.   

 We have reviewed the changes in the Company's costs 

since the last time its gas delivery rates were set and we note 

that operating expenses and taxes have increased as might be 

expected in the last three years given general economic 

conditions.  We are also aware that a significant portion of the 

indicated rate increase can be traced to the Company's higher 

costs to provide pensions and other post-employment benefits, 

and to install a new customer billing system.   

 We find that it is desirable to consider the Company's 

operations and rates from a multi-year perspective so that the 
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delivery rates set here will remain in effect and not be 

increased for an extended period.  We consider the establishment 

of multi-year rates to be advantageous for customers and useful 

for mitigating the effects of an inevitable rate increase.  In 

this instance, customers will experience a modest bill increase 

in 2006 after a three-year period in which the delivery rates 

were held constant.  Customers can expect henceforth that their 

delivery rates will remain unaltered for another three years.  

This delivery rate stability and predictability helps to 

ameliorate the rate changes that must be made to maintain the 

Company's overall financial condition. 

 We also find that the rate design proposed by the 

parties to implement the higher delivery rates is acceptable.  

It makes use of the embedded cost of service study that was 

performed by the Company and examined by DPS Staff.  In 

accordance with the cost study results, the allocations to the 

service classes vary to fairly distribute the additional cost 

responsibility to the groups of customers that use the system.  

Also following the cost study results, base rates will increase 

to cover better the customer costs that the Company incurs to 

provide service. 

 Further, we find that the three-year 9.6% rate of 

return on equity that has been agreed to and settled by the 

parties is in keeping with the returns that we have set in 2006 

for several other gas and combination utility companies, taking 

into consideration the amount of business and financial risk 

that each company has and the points in time when the various 

rates of return were set.  We note that, while St. Lawrence's 

expected rate of return varies over the three years, the 

levelized, 9.6% return for the three-year period is proper.  

Moreover, the Company's willingness to enter into earnings 

sharing provisions that benefit ratepayers supports our decision 

here to adopt the Joint Proposal. 

 Finally, concerning the fulfillment of policy 

objectives in rate proceedings like this one, in 1992 the 

Commission stated that in determining whether a proposed 
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settlement is in the public interest not only does it examine 

the protection of ratepayers and the fairness to investors, it 

also considers the long term viability of the utility and the 

Joint Proposal's consistency with sound environmental, social, 

and economic policies of the agency and the state.3  

 We find that the Joint Proposal has at least three 

salient features that make it consistent with sound 

environmental, social and economic considerations.  The 

establishment of a merchant function charge, and the examination 

of potential interest in a retail access program, is consistent 

with the Commission's objective to foster competitive 

opportunities in the delivery of energy services throughout the 

state.  We also note that the Joint Proposal maintains a proper 

focus on the provision of good customer service by continuing 

the use of customer satisfaction and complaint measures.  

Further, we are pleased to see that the Joint Proposal provides 

a safety performance measure and contains service territory 

economic development provisions that seek to make better use of 

business districts and commerce corridors.   

 In sum, we find and determine that the terms of the 

St. Lawrence Joint Proposal are just, reasonable and in the  

public interest.  For these reasons, we are adopting the 

proposed terms and provisions.  

The Commission orders: 
 

 1.  The terms, conditions and provisions of the St. 

Lawrence Gas Company, Inc. Joint Proposal attached to this order 

are adopted and made a part of this order. 

 2.  St. Lawrence Gas Company, Inc. is directed to file 

a cancellation supplement, effective on not less than one day's 

notice to be effective on November 24, 2006, canceling the 

tariff amendments and supplements listed in the attachment to 

this order.   

                                                 
3 Cases 90-M-0255 and 92-M-0138, Procedures for Settlements and 

Stipulated Agreements, Opinion No. 92-2 (issued March 24, 
1992), Appendix B, mimeo p. 8. 
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 3.  St Lawrence Gas Company, Inc. is authorized to 

file, on not less than one day’s notice to take effect on 

December 1, 2006 on a temporary basis, with the Secretary to the 

Commission, and to serve all parties, the tariff amendments 

necessary to implement the requirements of this order.  The 

Company is also directed to take all other action necessary to 

implement the requirements of this order.  Any comments on the 

proposed tariff amendments must be received at the Commission's 

office within ten days of service of the tariff amendments.   

The amendments shall not become effective on a permanent basis 

until approved by the Commission. 

 4.  The requirement of Public Service Law §66(12)(b) 

that newspaper publication be completed prior to the effective 

date of the amendments is waived, but the Company is directed to 

file with the Commission, not later than six weeks following the 

effective date of the amendments, proof that a notice of the 

changes set forth in the amendments and their effective date has 

been published for four consecutive weeks in a newspaper having 

general circulation in the service area of the Company. 

 5.  St. Lawrence Gas Company, Inc.'s request for  

waivers of the 150-day provision of the policy statement adopted 

in Case 26821 is granted. 

 6.  St. Lawrence Gas Company, Inc.’s requests to defer 

incremental expenses associated with PSC assessments, 

incremental expenses associated with uncollectible expense and 

the carrying costs on gas in storage are granted. 

 7.  This case is continued. 

 
       By the Commission, 
 
 
 
  (SIGNED)    JACLYN A. BRILLING 
        Secretary 
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  Filing by:  ST. LAWRENCE GAS COMPANY, INC. 
 
 
  Amendments to Schedule P.S.C. No. 3 – Gas 
 
 First Revised Leaves Nos. 185, 186, 189, 190, 211, 

212, 214, 215, 222, 232, 238, 260, 261, 262, 263, 264, 
266, 267, 268, 269, 271, 272, 275, 276, 277, 278, 280, 
282, 283, 286, 288, 305, 306, 307, 312, 313, 314, 315 

  Second Revised Leaves Nos. 181, 182, 183 
  Supplement No. 1 
  Supplement No. 2 
   

 




















































