STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

At a session of the Public Service
Commission held in the City of
Albany on November 8, 2006

COMMISSIONERS PRESENT:

William M. Flynn, Chairman
Patricia L. Acampora

Maureen F. Harris

Robert E. Curry, Jr.

Cheryl A. Buley

CASE 05-G-1635

CASE 05-G-1509

CASE 05-G-1652

CASE 05-G-1063

Proceeding on Motion of the Commission as to
the Rates, Charges, Rules and Regulations of
St. Lawrence Gas Company, Inc. for Gas Service.

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.

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.

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%.

IT, in the three-year period, St. Lawrence earns
between 9.6% and 10.6%, the Company will share the earnings iIn
this range equally with ratepayers. |If 1t 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 iIncrease 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.’

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. 1t 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

! These percentage increases include consideration of gas
commodity costs. The percentages are lower than they would be
1T gas commodity costs were excluded.

-3-
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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 1t. 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 i1s, 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.

—4-
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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 1t 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 i1t has foregone rate recovery of some costs. It also
points to the earnings 1t 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 iIncrease 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, 1T 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 1s 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.? 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 i1ts 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 i1t had taken. Consequently, Staff was able to
engage i1n informed settlement discussions and to negotiate
acceptable results In keeping with the objectives i1t 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 i1s 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 iIn 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 i1s desirable to consider the Company®s
operations and rates from a multi-year perspective so that the

-7-
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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 i1s 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 iInto 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, iIn 1992 the
Commission stated that in determining whether a proposed

-8-
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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.?

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.

-9-
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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 i1s 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 866(12)(b)
that newspaper publication be completed prior to the effective
date of the amendments is wailved, 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 iIn 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 i1s 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 iIn storage are granted.

7. This case is continued.

By the Commission,

(SIGNED) JACLYN A. BRILLING
Secretary

-10-
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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
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Page 2 of 12
St. Lawrence Gas Case 05-G-1635
Joint Proposal Rate Design
SC 1S -- Residential Sales Service
Monthly Bill Impacts
Sales Present Proposed Difference v Present Proposed
Therms Rates Rates Amount  Percent Rates Rates
0 $7.37 $11.77 $4.40 59.7% First 4 therms $7.20 $11.50
4 $11.41 $15.90 $4.49 39.3% Next 36 therms $0.191559 $0.2940
10 $18.65 $23.90 $5.24 28.1% Excess 40 therms $0.134365 $0.1582
20 $30.72 $37.23 $6.51 21.2%
30 $42.79 $50.56 $7.77 18.2%
40 $54.86 $63.89 $9.03 16.5%
50 $66.34 $75.83 $9.49 14.3% ;
60 $77.82 $87.77 $9.95 12.8% Gas Supply Chrg $0.998368 $0.998368 :
70 $89.31 $99.71 $10.40 11.6% Merch Funct Chrg $0.0000 $0.0211
80 $100.79 $111.65 $10.86 10.8% Transition Surch. $0.0000 $0.0000
90 $112.27 $123.59 $11.32 10.1% GRT - Commodity 0.987752 0.987752
100 $123.76 $135.53 $11.78 - 9.5% GRT - Delivery 0.976941 0.976941 .
125 $152.46 $165.38 $12.92 8.5% '
150 $181.17 $195.23 $14.06 7.8%
175 $209.88 $225.09 $15.21 7.2%
200 $238.58 $254.94 $16.35 6.9%
250 $296.00 $314.64 $18.64 6.3% Usage in Therms 16,985,448
300 $353.41 $374.34 $20.93 5.9% Bills 167,256
350 $410.83 $434.04 $23.22 5.7% Ave Use per Bill 102

400 $468.24 $493.75 $25.50 5.4%
500 $583.07 $613.15 $30.08 5.2%
750 $870.14 $911.66 $41.52 4.8%
1000 $1,157.21 $1,210.17 $52.96 4.6%
1500 $1,731.35 $1,807.19 $75.84 4.4%
2000 $2,305.50 $2,404.21 $98.72 4.3%
3000 $3,453.78 $3,598.26 $144.48 4.2%
5000 $5,750.35 $5,986.34 $236.00 4.1%
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St. Lawrence Gas Case 05-G-1635
Joint Proposal Rate Design
SC 1S -- Residential Sales Service
Annual Bill Impacts for
Typical Residential Space Heating Customers
_ Sales Present Proposed Difference Present Proposed
Month Therms Rates Rates  Amount Percent Rates Rates
 January 239 $283.37 $301.50  $18.14 6.4% First 4 therms $7.20 $11.50
February 218 $269.25 $276.43  $17.18 6.6% Next 36 therms $0.191559 $0.2940
March 184 $22021 $235.83  $15.62 71% Excess 40 therms ~ $0.134365 $0.1582
April 106 $130.65 $142.70  $12.05 9.2%
May 59  §$76.68- $86.58 $9.90 12.9%
June 28  $40.38  $47.89 $7.52 18.6%
July 18 $28.31  $34.56 $6.25 22.1%
August 18 $28.31  $34.56 $6.25 22.1% Gas Supply Chrg $0.998368  $0.998368
September 29 $41.58 $49.23 $7.64 18.4% Merch Funct Chrg $0.0000 $0.0211
October 67  $85.86  $96.13  $10.27 12.0% Transition Surch. $0.0000 $0.0000
November 123  $150.17 $163.00  $12.83 8.5% GRT - Commodity 0.987752  0.987752 ~,
December 197 $235.14 $251.35  §16.22 6.9% GRT - Delivery 0.976941  0.976941 E

Annual Totals 1286 $1,579.90 $1,719.76 $139.86 8.9%
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St. Lawrence Gas Case 05-G-1635
Joint Proposal Rate Design

Service Classification 1T -- Residential Transportation Service
(aligned with SC 18)

Present Present Proposed  Proposed

. Base Base Base Base Increase
Billing Units Rate Revenues Rate Revenues Amount Percent

Customer Months - Bills 60 $7.20 $432 $11.50 $690 $258 59.7%
First 4 therms 206
Next 36 therms 2,160 $0.191559 $414 $0.2940 $635 $221 53.5%
Excess 40 therms 26,708 $0.134365 $3,589 $0.1582 $4,225 $637 17.7%

29,074 $4,434 $5,550 $1,116  252%
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St. Lawrence Gas Case 05-G-1635 Page 5 of 12

Joint Proposal Rate Design

Setrvice Classification 28 -- Small General Sales Service

Present Present Proposed Proposed
Base Base Base Base Increase
Billing Units Rate Revenues Rate Revenues Amount  Percent

Customer Months - Bills 19,984 $10.25 $204,836 $18.25 $364,708 $159,872 78.0%
First 4 therms 68,184
Next 66 therms 863,217 $0.196399 $169,535 $0.2700 $233,069 $63,534 37.5%
Next 4,930 therms 6,072,666 $0.130199 $790,655 $0.1620 $983,772 $193,117 24.4%
Next 45,000 therms 1,873,839 $0.055000 $103,061 $0.0685 $128,358 $25,297 245%
Excess 50,000 therms 183,267 $0.038000 $6,964 $0.0460 $8.430 $1.466 21.1%

9,061,173 $1,275,051 $1,718,337 $443,285 34.8%
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St. Lawrence Gas Case 05-G-1635
Joint Proposal Rate Design
SC 28 -- Small General Sales Service
Monthly Bill Impacts
Sales Present Proposed Difference Present Proposed
Therms Rates Rates Amount Percent Rates Rates
0 $10.49 $18.68 $8.19 78.0% First 4 therms $10.25 $18.25
4 $14.53 $22.81 $8.27 56.9% Next 66 therms $0.196399 $0.2700
10 $21.81 $30.66 $8.85 40.6% Next 4,930 therms $0.130199 $0.1620
40 $58.16 $69.91 $11.76 20.2% Next 45,000 therms $0.055000 $0.0685
70 $94.51 $109.17 $14.66 15.5% Excess 50,000 therms $0.038000 $0.0460
100 $128.83 $145.11 $16.27 12.6%
150 $186.03 $205.00 $18.97 10.2%
200 $243.24 $264.90 $21.67 8.9%
250 $300.44 $324.80 $24.36 8.1%
300 $357.64 $384.69 $27.06 7.6% Gas Supply Chrg $0.998368  $0.998368
350 $414.84 $444.59 $29.75 7.2% Merch Funct Chrg $0.0000 $0.0211
400 $472.04 $504.49 $32.45 6.9% Transition Surch. $0.0000 $0.0000
500 $586.44 $624.28 $37.84 6.5% GRT - Commodity 0.987752 0.987752
750 $872.45 $923.76 $51.32 5.9% GRT - Delivery 0.976941 0.976941
1000 $1,158.45 $1,223.25 $64.80 5.6%
1500 $1,730.46 $1,822.21 $91.75 5.3%
2000 $2,302.47 $2,421.18 $118.71 52%
3000 $3,446.49 $3,619.11 $172.62 5.0%
5000 $5,734.53 $6,014.98 $280.45 4.9% Usage in Therms 9,061,173
10,000 $11,069.76  $11,526.11 $456.35 4.1% Bills 19,984
15,000 $16,404.99 $17,037.24 $632.25 3.9% Ave Use per Bill 453

20,000  $21,740.22 $22,548.37 $808.15 3.7%
30,000  $32,410.68 $33,570.63 $1,159.96 3.6%
50,000  $53,751.59 $55615.15 $1,863.56 3.5%
100,000 $106,233.82 $109,574.90 $3,341.08 3.1%




Appendix D
Page 7 of 12

St. Lawrence Gas Case 05-G-1635

Joint Proposal Rate Design

Service Classification 2T -~ Non-Residential Transportation Service

(aligned with SC 2S)

Present Present Proposed Proposed
Base Base Base Base ) Increase
Billing Units Rate Revenues Rate Revenues Amount Percent
Contract Admin Charge 228 $75.00 $17,100 $125.00 $28,500 $11,400 66.7%
Customer Months - Bills 456 $10.25 $4,674 $18.25 $8,322 $3,648 78.0%
First 4 therms 1,148  $0.000000 $0 $0.0000 $0 $0 0.0%
Next 66 therms 18,834  $0.196399 $3,699 $0.2700 $5,085 $1,386 37.5%
Next 4,930 therms 1,054,814 $0.130199  $137,336 $0.1620  $170,880 $33,544 .  24.4%
Next 45,000 therms 2,736,633 $0.055000  $150,515 $0.0685  $187,459 $36,945 24.5%
Excess 50,000 therms 2,605664 $0.038000 $98,635 $0.0460  $119.401 $20,765 21.1%

6,407,093 $411,959 $619,647 $107,688 26.1%




St. Lawrence Gas Case 05-G-1635
Joint Proposal Rate Design

Sales
Therms

350
400
500
750
1000
1500
2000
3000
5000
10,000
15,000
20,000
30,000
50,000
100,000

Present
Rates

$10.49
$10.49
$11.70
$17.73
$23.76
$27.76
$34.42

$41.09

$47.75
$54.41
$61.08
$67.74
$81.07
$114.39
$147.70
$214.34
$280.98
$414.25
$680.79
$962.28
$1,243.77
$1,525.26
$2,088.25
$3,214.21
$5,159.06

Appendix D

SC 2T -- Small General Transportation Service
Monthly Bill Impacts

Proposed
Rates

$18.68
$18.68
$20.34
$28.63
$36.92
$41.90
$50.19
$58.48
$66.77
$75.06
$83.35
$91.64
$108.23
$149.68
$191.14
$274.05
$356.96
$522.78
$854.43
$1,205.02
$1,555.60
$1,906.18
$2,607.35
$4,000.69
$6,363.98

Difference
Amount Percent

$8.19 78.0%
$8.19 78.0%
$8.64 73.9%
$10.90 61.5%
$13.16 55.4%
$14.14 50.9%
$15.77 45.8%
$17.39 42.3%
$19.02 39.8%
$20.65 37.9%
$22.28 36.5%
$23.90 35.3%
$27.16 33.5%
$35.30 30.9%
$43.43 29.4%
$59.71 27.9%
$75.99 27.0%
$108.54 26.2%
$173.64 25.5%
$242.73 25.2%
$311.83 25.1%
$380.92 25.0%
$519.11 24.9%
$795.48 24.7%
$1,204,92 23.4%

First 4 therms

Next 66 therms

Next 4,930 therms
Next 45,000 therms
Excess 50,000 therms

Gas Supply Chrg
Merch Funct Chrg
Transition Surch.
GRT - Commodity
GRT - Delivery

Usage in Therms
Bills
Ave Use per Bill

Page 8 of 12
Present Proposed
Rates Rates

$10.25 $18.25
$0.196399 $0.2700
$0.130199 $0.1620
$0.055000 $0.0685
$0.038000 $0.0460
$0.000000  $0.000000

$0.0000 $0.0000
$0.0000 $0.0000
0.987752 0.987752
0.976941 0.976941
6,407,093
456
14,051
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St. Lawrence Gas Case 05-G-1635
Joint Proposal Rate Design
Service Classification 3S -- Industrial Sales Service
Present Present Proposed  Proposed
Base Base Base Base Increase
Billing Units Rate Revenues Rate Revenues Amount  Percent
Customer Months - Bills 12 $202.77 $2,433 $310.00 $3,720 $1,287 52.9%
Demand Charge
First 750 Mcf per month 144 $3.6000 $518 $4.2000 $605 $86 16.7%
Over 750 Mcf per month 0 $3.2790 "~ $0 $4.2000 $0 $0 0.0%
Commodity Charge
First 10 Therms 0 $0.000000 $0 $0.000000 $0 $0 0.0%
First 12 times contract volume 17,026  $0.004602 $78 $0.005900 $100 $22 28.2%
Excess therms 25855  $0.004448 $115 $0.004400 $114 -$1 -1.1%

42,881 $3,145 $4,539 $1,394 44.3%
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St. Lawrence Gas Case 05-G-1635

Joint Proposal Rate Design

Service Classification 3T -- Industrial Transportation Service

Present Present Proposed  Proposed
Base Base Base Base Increase
Billing Units Rate Revenues Rate Revenues Amount  Percent

Contract Administration Fee 84 $75.00 $6,300 $125.00 $10,500 $4,200 66.7%
Customer Months - Bills 84 $200.00 $16,800 $310.00 $26,040 $9,240 55.0%
Demand Charge

First 750 Mcf per month 57,000 $3.6000 $205,200 $4.2000  $239,400 $34,200 16.7%
Over 750 Mcf per month 150,000 $3.2790  $491,850 $4.2000  $630,000 $138,150 28.1%
Commodity Charge

First 10 Therms 0  $0.000000 $0 $0.000000 $0 $0 0.0%
First 12 times contract volume 24,020,580  $0.004602 $110,543 $0.005900  $141,721 $31,179 28.2%
Excess therms 13,699,242  $0.004448  $60.934 $0.004400 $60.277 -$658 1.1%

37,719,822 $891,627 $1,107,938 $216,311 24.3%
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.St. Lawrence Gas Case 05-G-1635
Joint Proposal Rate Design

CUSTOMER COSTS versus CUSTOMER CHARGES

Customer
Costs Per Present Proposed
Normand Customer Charge Customer Charge
Service Class ECOS Study Amount % of Costs Amount % of Costs
$ per month $ per month $ per month
2/(1)= @rm=
(1) (2) 3) 4) (5)
Firm Sales
SC 1S Residential Sales $22.28 $7.20 32% $11.50 52%
SC 2S General Service $34.09 $10.25 30% $18.25 54%
SC 38 Industrial Sales $1,116.75 $202.77 18% $310.00 28%
Firm Transportation
SC 1T Residential Transportation $20.03 $7.20 36% $11.50 57%
SC 2T Non-Res Transportation $843.21 $10.25 1% $18.25 2%
SC 3T Industrial Transportation $1,383.29 $200.00 14% $310.00 22%

Note: Col. (1) from ECOS Study, page 2-1.




St. Lawrence Gas Case 05-G-1635

Joint Proposal Rate Design

Service
Class
1S
28
38

Subtotal
Firm Sales

1T
2T
3T

Subtotal Firm
Transportation

Total All Firm
Service Classes

Rate Year
Volumes
Therms
16,985,448
9,061,173

42,881

26,089,502

29,074

6,407,093

37,719,822

44,155,989

70,245,491

Present
Base
Rates

$3,653,111
$1,275,051

$3,145

$4,931,307

$4,434

$411,959

$891,627

$1,308,020

$6,239,327

Proposed
Base
Rates

$5,107,014
$1,718,337

$4,539
$6,829,890
$5,550

$519,647

$1,107,938

$1,633,135

$8,463,025

Target per Joint Proposal
Less: Merchant Function Costs
Net Target (excl. GRT)

Difference

SUMMARY OF FIRM BASE REVENUES

Difference
Amount

$1,453,904
$443,285

$1,394

$1,898,583

$1,116

$107,688

$216,311

$325,115

$2,223,698

$2,774,436
$550,627
$2,223,809

-$111
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Percent

39.8%

34.8%

44.3%

38.5%

25.2%

26.1%

24.3%

24.9%

35.6%
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St. Lawrence Gas Company, Inc. Area Revitalization Program

December 1, 2006 through December 31, 2009

Program Description

The purpose of the St. Lawrence Gas Area Revitalization Program is to provide
grants for specific projects in order to stimulate economic activity and redevelopment in
targeted areas within the service territory.

The program is targeted toward projects that meet defined eligibility
requirements. Grants are for the purpose of installing gas infrastructure only, and will
typically be available in sizes ranging from $2,000 to $10,000 (actual amounts will be
determined on a case-by-case basis).

> The maximum grant award shall be $10,000 per project.

> Grant awards may be issued in total or in parts depending on funding
requirements and milestones.

> The total program funding is set at $50,000/year for the 37- month period
beginning on December 1, 2006. The first year to include 13 months. The
total program will be $150,000 over the 37-month period.

> Program funds matching is required (1:1 funding match).
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St. Lawrence Gas Company, Inc. Area Revitalization Program

December 1, 2006 through December 31, 2009

Identification Process & Project Selection
Criteria

Identification Process

Many communities within the St. Lawrence Gas service territory struggle
to attract and maintain businesses. The lack of business typically leaves vacant
buildings and storefronts that provide no benefit to the community.

The economic drain of a vacant building has negative effects on the
community and also on St. Lawrence Gas and its ratepayers. The unrealized
revenue associated with the vacant, under-utilized property contributes to the need
for base rate filings. New business ventures that would occupy these vacant
properties would benefit St. Lawrence Gas, the existing St. Lawrence Gas
ratepayer and the community as a whole.

The Area Revitalization Program is designed primarily to stimulate
beneficial economic growth within the St. Lawrence Gas service territory.
Projects that are likely to meet this objective and the project selection criteria
listed below will be reviewed by the company for approval. The company is
ultimately responsible for decisions to award funds.
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St. Lawrence Gas Company, Inc. Area Revitalization Program

December 1, 2006 through December 31, 2009

- Project Selection Criteria

1) The proposed project must:

a.
b.

Receive new or expanded natural gas service from the company;
Have existing natural gas infrastructure or apply for new
infrastructure;

Be located within the targeted revitalization area as described in
Attachment 1;

Show evidence of private sector job creation/retention and capital
investment. '

2) Other selection criteria that shall be considered include:

RO ER MO Ao o

Capital investment;

Number of jobs created or retained;
Incremental utility revenue;
Expansion or relocation;

Other development leveraged,;
Financial condition;

Management experience;

Credit references;

Amount of entity’s contribution;
Amount of financing leverage; and
Benefits to other utility customers.

3) Projects that demonstrate job creation and the ability to stimulate ancillary
public and private investment will be reviewed favorably in the evaluation
process.
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St. Lawrence Gas Company, Inc. -Area Revitalization Program

December 1, 2006 through December 31, 2009

Reporting and Evaluation Requirements

A review and evaluation of each funding allowance shall be performed according
to the project selection criteria.

1) The company is ultimately responsible for decisions to award funds.

2) To implement selection flexibility, the company shall review applications in
accordance with the project selection criteria and evaluate applications based
on the overall goal of furthering the objectives of the Area Revitalization
Program.

3) The company shall maintain the supporting documentation justifying its
reasoning for approval or rejection of each proposed project.

Funding recipients shall file a semi-annual progress report with the company after
receipt of an award and a final report when the project is completed. The report shall
describe the recipient's expenditures and the economic activity criteria it achieved or
made progress toward. The report shall compare the recipient's progress to the criteria
proposed in its application. The recipient shall maintain supporting documentation (i.c.,
expense vouchers) for company review. The company shall review each report and make
a recommendation, if applicable, on whether funding should be continued.

Any recipient that fails to fulfill the reporting and evaluation requirements
described above may be subject to the loss of its grant or award and may be prohibited
from applying for additional funding, pending review of its performance.

Any recipient that uses funds in a manner not described in its application, as
approved, is subject to suspension of its funding and may be prohibited from applying for
future funding, pending review of its performance.
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St. Lawrence Gas Company, Inc. Area Revitalization Program

December 1, 2006 through December 31, 2009

Contact Information

Interested parties may contact the company to apply for a grant from this
program. The St. Lawrence Gas website will also contain contact information for
interested parties.

Contact Information:

St. Lawrence Gas
Sales Department
PO Box 270
Massena, NY 13662
Phone: 315-769-3511

Web site: www.stlawrencegas.com
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St. Lawrence Gas Company, Inc. Area Revitalization Program

December 1, 2006 through December 31, 2009

Application Process

Applicants will apply directly to the company for a grant. The application must be
submitted at least 90 days prior to the request date for the grant. (See Attachment 2 for a
copy of the application form.)

All applicants shall provide the proposed amount requested, a supporting budget,
and an estimated expenditure timeline with milestones showing how and when funds will
be expended.

The company will form an interdepartmental approval committee that will review
applications, interview applicants and consult with economic development agencies.

Applicants will be required to agree to:
1) Pay each monthly natural gas invoice in full and on time.
2) Allow St. Lawrence Gas to release, to the New York State Department of
Public Service or other appropriate entities, all energy information,

consumption and payment information necessary to evaluate the
effectiveness of the program.
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St. Lawrence Gas Company, Inc. Area Revitalization Program

December 1, 2006 through December 31, 2009

Reports

The company will submit a report to the New York State Public Service
Commission on an annual basis, providing a list of applicants awarded grants during the
previous calendar year and describing the nature of the project. The report will be filed on
- or before February 28 for the previous calendar year and will include the following data:
1) Description of facility and operation

2) The amount awérded, and the basis for the award

3) Description of other known economic development activity provided for
the project

4) Throughput generated by the project
5) Analysis of whether the eligibility criteria were satisfied by the project
6) Description of other economic benefits provided by the project

7) Description of promotion efforts
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Attachment #1

Targeted Revitalization Areas by Community

Town of Massena, NY
Main St. corridor — Beginning at the intersection of Commerce Dr. and St
Hwy 420 (S. Main St.), extending in a Northerly direction along Main St. to
the intersection of N. Main St. and Northview Dr.

Downtown Area — all of Water St., Glenn St., Phillips St., Church St. -
Andrews St. from the intersection with Main St. to the intersection with W,
Orvis St.

Orvis St. corridor — Beginning at the intersection of W. Orvis St. and
Andrews St., extending Easterly along W. Orvis and E. Orvis Sts. to the
intersection of E. Orvis St. and NYS Rt 37

Center St. and Willow St. corridor — Beginning at the intersection of Main
St. and Center St, extending along Center St to the intersection with
Willow St, and then extending along Willow St. to the intersection with
Liberty Ave.

Town of Norfolk, NY
St Hwy 56 (N. and S. Main Sts.) corridor — Beginning at the intersection of
St Hwy 56 and Furnace St, extending Southerly along St Hwy 56 to the
intersection of S. Main St. (St Hwy 56) and Eastview Heights.

W. Main St. corridor — Beginning at the intersection of W. Main St. and St
Hwy 56, extending Westerly along W. Main St to the intersection of
Second St.

Village of Norwood, NY
St Hwy 56 (N. Main, Main, and S. Main Sts.) corridor — Beginning at the
intersection of Prospect St. and N. Main St., extending Southerly along St
Hwy 56 to the end of the gas main at BOCES (Board of Cooperative
Educational Services)

Mechanic St. (all)

10
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Targeted Revitalization Areas by Community (Continued)

Town of Potsdam, NY
Market St. (St Hwy 58) corridor — Beginning at the Conrail RR crossing on
the North end of St Hwy 56, extending Southerly along St Hwy 56 (Outer
Market St and Market St) to the intersection with Main St.

~ Main St. Corridor — Beginning at the intersection with Market St.,
extending Easterly along Main St. to the intersection with Cedar St.

Maple St. Corridor — Beginning at the intersection with Market St.,
extending Westerly along Maple St. to the end of the gas main at Jeffords
Steel (147 Maple St.)

Downtown Corridor — EIm St. from the intersection with Market St. to the
intersection with Lawrence Ave. All of Raymond St. and all of Depot St.

Town of Canton, NY
Main St. corridor — Beginning at the intersection of W. Main St. (US Hwy
11) and St Hwy 68, extending Westerly along E. Main St. and W. Main St.
to the intersection of Old Dekalb Rd.

Downtown Corridor — All of Hodskin St. and Court St.. Riverside Dr. from
E. Main St. to the intersection of State St. Miner St. from the intersection
with E. Main St. to the intersection with Buck St.

Gouverneur St. corridor — all of Gouverneur St. “on main” (from the
intersection of W. Main St. to the RR underpass)

City of Ogdensburg, NY
Ford St. corridor — all of Ford St. and Ford St. Ext.

Off Ford St. corridor — the 100, 200, 300, and 400 blocks of Caroline St.,
Franklin St., Elizabeth St., Morris St., Hamilton St., Paterson St., Pleasant
Ave., Hasbrouck St., Clark St., Park St., Deviller St., Seymour St., Judson
St.,, Rosseel St., Grant St., Kiah St., Barre St., Linden St., Irvin St.,
Bigelow St., and Champlain St. All these sections are within 2 blocks
North or South of Ford St commercial district.

State St. corridor — all of State St.

New York Ave. corridor — all of New York Ave.

11
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Targeted Revitalization Areas by Community (Continued) |

Canton St. and St. Hwy 68 corridor — Beginning at the intersection with
State St, extending along Canton St. in a SE direction, through the
intersection with St Hwy 37 and continuing Southeasterly along St Hwy 68
to the end of the gas main at 7550 St Hwy 68.

Town of Lisbon, NY
All of Main St. (Co Rt 22)

Village of Heuvelton, NY
All of State St. (N. State St and S. State St) within the Village limits

All of Water St. (E. Water St. and W. Water St.)

Lisbon St. from the intersection of Annette St. extending Easterly to the
intersection of Irish Settlement Rd.

Town of Madrid, NY
Bridge St. (St Hwy 345) from the intersection of St Hwy 310 to Main St.

Main St. from the intersection of Cross St to Elm St.
All of Church St.

Hamlet of Raymondyville, NY
St Hwy 56 from the intersection of Grantville Rd. extending Southerly to
the intersection of Pleasant Dr.

Village of Waddington, NY
Lincoln Ave. (St Hwy 37) from the intersection of Brookview Dr. Westerly
to the intersection of Green St.

St. Lawrence Ave. from the intersection of Clinton St. to the intersection
with Oak St.

Main St. and LaGrasse St. corridor — beginning at the intersection of Main
St. and St. Lawrence Ave, extending Southerly along Main St., crossing St
Hwy 37 and continuing Southerly along LaGrasse St (St Hwy 345) to the
intersection with Linden St.

12
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Targeted Revitalization Areas by Community (Continued)

Village of Croghan, NY

All of Main St. (St Hwy 812)
All of Shady Ave (St Hwy 126) with the Village limits
Bank St.

Bridge St from Main St to the end of the gas main (9810 Bridge St)

Hamlet of Beaver Falls, NY

All of Main St. and all of St Hwy 126

Town of Gouverneur, NY

All of US Hwy 11 (Preston St., W. Main St. and E. Main St.)
All of Church St., Trinity Ave., Water St., and W. Wall St.
William St. from E. Main St to the intersection with South St.
John St. from E. Main St. to the intersection with South St.
Grove St. from E. Main St to the intersection with South St.
All of Factory St.

Clinton St. from the intersection of E. Main St. to the intersection with
Austin St.

Park St. from the intersection of E. Main St. to Trinity Ave.

North Gordon St. from the intersection of E. Main St. to Rowley St.
Rock Island St. from the intersection of E. Main St. to Rowley St.
Hailesboro St. from the intersection of W. Main St. to Prospect St.

Murdock St.

13
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| Attachment #2
St. Lawrence Gas

An Zﬂémmzmz Company

Area Revitalization Program
Application for Grant

St. Lawrence Gas must receive this application at least ninety (90) days prior to the requested
date for the grant. Submission of a completed application does not constitute qualification for the
grant. On the basis of the merits of the application, St. Lawrence Gas Company will either
approve or reject the grant request within a thirty (30) day period.

Company Name: Phone #:

Company Address:

Site Address:

Attach a narrative describing the overall project and how the project will meet any or all
of the criteria below:
> Stimulate investment in infrastructure for the development of underutilized
commercial property.
> Create new employment opportunities or higher value employment
opportunities.
> Provide economic benefit to the existing ratepayers of St. Lawrence Gas

Requested amount of Area Revitalization Grant:

Requested date for Area Revitalization Grant:

I Applicant herby declares that the information given above is true to the best of his/her knowledge.

Print Name; Date:

Print Title:

Signature:

St. Lawrence Gas Company Use Only
Account Number:

Approval (SLG Area Revitalization Committee):

Approval (SLG Manager):

Approval (SLG Manager):
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