
Case 10-E-0050 
Rate Design, Customer, and Markets 

Mandatory Hourly Pricing Stipulation 

STIPULATION AND AGREEMENT REGARDING 
RATE DESIGN, CUSTOMER AND MARKETS ISSUES 

Niagara Mohawk Power Corporation d/b/a National Grid ("the 
Company"), the Staff of the Department of Public Service, and the other 
signatories to this agreement (collectively referred to herein as "the Signatories") 
hereby stipulate and agree that upon adoption of this Stipulation by the 
Commission, the Company will implement any rate increase approved in this 
proceeding in accordance with the cost of service, rate design, and related 
principles agreed to herein: 

A. 	Cost of Service 

To allocate the calendar year 2011 Revenue Requirement for the 
Company's delivery operations only, established by the Commission in this 
proceeding, among the Company's customer classes, the Company will begin by 
re-running the Embedded Cost of Service ("ECOS") Study contained in the 
Company's Exhibit _ (RDCM-1R) using the Revenue Requirement established 
by the Commission in this proceeding, with the following adjustments: 

1. The cost of low-income programs for the Company's residential 
customers will be allocated to all customers on the basis of 
distribution delivery revenue requirements; 

2. Primary distribution system costs will be classified as 50% 
demand-related and 50% percent customer-related; and 

3. The demand allocators used in this revised ECOS study will be 
based on the most recent twelve months of customer demands 
known to the Company at the time the ECOS Study is re-run. 

B. 	Revenue Allocation 

Delivery rates will be designed to move all customer classes towards cost 
of service as shown in the ECOS described in Subpart A above, using the 
methodology set out below and in the sample calculation attached hereto as 
Exhibit 1: 

Rerun ECOS with approved revenue requirement: 

ALLIB01128178011 



Case 10-E-0050 
Rate Design, Customer, and Markets 

Mandatory Hourly Pricing Stipulation 

	

2. 	Determine tolerance band of .85 to 1.15 with approved rate of 
return. 

	

3. 	Determine which classes are below, above, or within the tolerance 
band of .85 to 1.15 of return at present rates. 

	

4. 	For each class, calculate T&D Target Rate of Return, T&D Target 
Revenue, and change in T&D Revenue, as follows: 

a. For classes below tolerance band of return at present rates, 
set T&D Target Rate of Return equal to the lower limit of 
the tolerance band around the approved rate of return, then 
calculate the associated T&D Target Revenue and the 
change in T&D Revenue required to achieve the T&D 
Target Revenue. 

b. For classes above tolerance band of return at present rates, 
set T&D Target Rate of Return equal to the upper limit of 
the tolerance band around the approved rate of return, then 
calculate the associated T&D Target Revenue and the 
change in T&D Revenue required to achieve the T&D 
Target Revenue. 

c. For classes within the tolerance band around the return at 
present rates, set the increase in T&D Revenue to the system 
average increase. 

	

5. 	Determine if any classes hit limitation of T&D increase no greater 
than current CTC. Limit their increase to CTC revenue. 

	

6. 	Reallocate any revenue requirement shortfall or overage to classes 
to achieve the same T&D percentage increase subject to the 
following limitations: 

a. CTC limitations in subpart (5) above. 

b. Relative return at proposed rates must not move away from 
the tolerance band. If relative return is moving in wrong 
direction, set relative return at proposed rates equal to 
relative return at current rates. 
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c. 	Relative return at proposed rates cannot move from one side 
of the tolerance band to the other side (cannot cross unity). 
If relative return crosses unity for a service class, set relative 
return at proposed rates equal to 1.0. 

C. Authorized Deferrals. 

Delivery revenues for the 2011 Rate Year will include all Commission-
approved deferral recoveries (other than CTC and commodity costs) associated 
with the Rate Plan in Case 01 -M-0075. 

D. Marginal Class Cost of Service Issues 

1. The Long Run Marginal Cost of Service ("MCOS") Study 
contained in the Company's Exhibit 	(RDCM-11) shall be 
adopted as the MCOS in this proceeding. 

2. The Company will include in its compliance filing in this 
proceeding proposed revisions to the Economic Development 
Zone Rider in its Tariff P.S.C. No. 220 — Electricity ("EZR") that 
would establish delivery rates for new EZR customers based on 
the MCOS adopted in this proceeding. • EZR rates for existing 
customers will be grandfathered at present levels, provided, 
however, that such rates shall be subject to change to .  the extent 
required to fully recover any future increases in the Company's 
Transmission Service Charge under the Open Access 
Transmission Tariff ("OATT") of the New York Independent 
System Operator, Inc. ("NYISO"). • 

3. New individually negotiated rate agreements under Rate Schedule 
SC-12 shall be priced no lower than the Company's EZR rate, as 
determined pursuant to subpart D.2 of this Stipulation, provided, 
however, that the Company may petition the Commission in any 
individual case for permission to establish the rates in an 
individually negotiated SC-12 agreement that are below such 
rates. 
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E. 	Additional Flex Rate Issues 

1. All existing SC-11 and SC-12 Agreements shall be allowed to 
expire according to their terms. 

2. Expiring SC-11 and SC-12 customers shall not be entitled to an 
automatic waiver of CTC. 

3. Customers with expiring flex rate agreements may submit a new 
request for service under the individually negotiated rate 
provisions of Rate Schedule SC-12, which shall be evaluated by 
the Company in the same manner as any other request for a new 
flex rate agreement. 

F. 	Hourly Pricing Issues 

1. 	The threshold for Mandatory Hourly Pricing shall be reduced to 
250 kW. 

The Company shall be allowed to recover its participant costs 
associated with this change through an incremental customer 
charge and its non-participant costs, limited to the one-time costs 
of 20 customer training sessions over one year, with 
approximately 60 customers per training, shall be recovered 
pursuant to a filing to be made by the Company within 45 days of 
a Commission order on rates in this proceeding and trued up to 
actual costs thereafter. 

3. 	The cost of new meters shall be depreciated over a 20 year useful 
life. 

4. 	The Company commits to begin a Voluntary Hourly Pricing 
Program immediately upon completion of the training programs 
described in subpart (2) of this Section F, the costs of which 
efforts shall be recovered in the same manner as the Company's 
MHP costs. 

G. 	NYPA Issues 

1. 	The following rules shall apply to the Company's service to 
NYPA customers during calendar year 2011 and thereafter until 
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revised by the regulatory authority with jurisdiction over such 
matters: 

a. There shall be no changes made in delivery rates or billing 
determinants for "Existing" allocations (as defined in the 
Company's• Tariff' P.S.C. No. 220 - Electricity) of 
Expansion, Replacement, High Load Factor, Economic 
Development or Power for Jobs Power as a result of this 
Stipulation. 

b. Current CTC exemptions applicable to NYPA allocations 
shall be retained under this Stipulation. 

• c. 	The Company shall continue to provide supplemental 
service to customers under Rate Schedule SC-4 under this 
Stipulation. 

2. Except as expressly provided in the settlement approved by the 
Federal Energy Regulatory Commission by order dated July 9, 
2004 in Docket Nos. ER03-989-000, et al., nothing in this 
Stipulation shall be regarded as restricting or conditioning in any 
way the Company's unilateral filing rights under sections 205 
and/or 206 of the Federal Power Act with respect to its Rate 
Schedules FERC Nos. 19, 159 and/or 249 or any service 
agreement entered into pursuant thereto. 

3. NYPA agrees for the purposes of this proceeding to be subject to 
the delivery rates adopted by the Commission in this proceeding 
applicable to NYPA hydropower allocations that do not constitute 
the "Existing" allocations set forth in Section G.1 of this 
Stipulation. Provided, however, NYPA's agreement does not 
constitute a waiver of its non-jurisdictional argument in any future 
PSC proceeding concerning the delivery of NYPA hydropower 
described in Public Authorities Law § 1005(5)(g). 

H. 	Exit Fee, Voltage Migration and Customer Aggregation 

The Rule 52 exit fee will be retained, but will be limited to 
recovery of the Company's unamortized CTC. Payment of this 
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exit fee shall not transfer ownership of any Company-owned 
facilities to the entity paying that fee. 

2. 	Voltage Migration and Customer Aggregation rules will be 
changed to require the customer changing voltage or aggregating 
its loads to reimburse the Company for the depreciated book value 
of any delivery facilities wholly stranded as a result of that 
migration or aggregation. 

Stipulation Intent 

This Stipulation is intended to amicably resolve certain matters for the 
purposes of the Proceedings and is designed to reduce the issues in controversy to 
be resolved through a litigated evidentiary hearing. This Stipulation states the 
position of the Signatories that resolves each of the issues presented. Adequate 
and sufficient evidence supporting each resolution of an issue will be found in, or 
within. the scope of, the testimonies and exhibits that will be submitted at the 
evidentiary hearing conducted in the Proceedings. The Signatories request that the 
Administrative Law Judges adopt the resolutions reached herein in any 
Recommended Decision or report and that the Commission adopt them in its final 
decision in the Proceedings. 

J. Signatories' Support 

The Signatories believe that the resolutions reached in this Stipulation are 
just and reasonable and otherwise in accordance with the New York Public 
Service Law, the Commission's regulations and applicable Commission orders. 
Each of the Signatories agrees to support the terms of this Stipulation as just and 
reasonable, agrees not to take a position in the Proceedings in these matters 
contrary to the agreements set forth herein, and agrees not to assist another 
participant in taking such a contrary position in the Proceedings. 

K. Integrated Agreement 

The terms of this Stipulation are submitted as an integrated whole. If the 
Commission does not accept this Stipulation as the basis of the resolution of these 
issues without change or condition, each Signatory shall have the right to 
withdraw from this Stipulation upon written notice to the Commission within 10 
days of the Commission Order. If the Company gives such notice, this 
Stipulation shall be deemed withdrawn; it shall not constitute part of the record of 
the Proceedings or any future proceeding addressing any of the issues within the 
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scope of this Stipulation; and it shall not be used in evidence or cited against any 
Signatory or used for any other purpose. 

L. 	Settlement Discussions Privileged 

The discussions between and among the Signatories that have resulted in 
this Stipulation have been conducted with the explicit understanding, pursuant to 
the Commission's regulations, that all written and oral offers, prior proposals of 
settlement and discussions relating thereto, as well as supporting materials, will 
remain confidential communications, are without prejudice to the position of any 
of the Signatories and other entities participating in any such discussions, are not 
admissible into evidence in the Proceedings or any other proceedings, and will not 
be used in any manner in connection with the Proceedings, other proceedings, or 
for any other purpose other than enforcement of the provisions hereof. As such, 
each Signatory agrees to maintain the confidentiality of all discussions, all offers 
of settlement and discussions related thereto, as well as all supporting materials. 

No Admission 

The making of this Stipulation shall not be construed, interpreted or 
otherwise deemed in any respect to constitute an admission by any Signatory 
regarding any allegation, contention, or issue raised in the Proceedings or 
addressed in this Stipulation. 

N. 	Stipulation Parameters 

This Stipulation is intended to relate only to the specific. matters referred 
to herein and shall have no bearing on the outcome of any other issues in the 
Proceedings. Nothing in the Stipulation shall determine or constitute a 
ratemaking principle binding on the Signatories in the future, and no Signatory 
shall be deemed to have approved, accepted, agreed, or consented for purposes 
other than these proceedings to any specific ratemaking methodology or principle, 
accounting treatment, or level of expense or revenue. Nothing in this Stipulation 
restricts the Company from initiating new rate proceedings, to the extent 
permitted in the New York Public Service Law and the Commission's regulations. 
The agreements set forth in this Stipulation are solely, for the purpose of the, 
above-captioned proceeding and nothing in this Stipulation restricts any 
signatories to this Stipulation from taking any position or lawful action or making 
any filing in any future proceedings. Except as expressly set forth herein, nothing 
in this Stipulation shall impair, diminish, or restrain the rights of any of the 
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Signatories. Nothing in this Stipulation shall be construed to limit the 
Commission's authority under the New York Public Service Law, 

O. Counterparts 

This Stipulation may be executed in one or more counterparts, all of which 
taken together shall constitute one and the same instrument 

P. Entire Agreement 

This Stipulation, including all attachments, exhibits and appendices, if 
any, represents the entire agreement of the Signatories with respect to the matters 
resolved herein. 

SIGNATURES 

Staff of the New York State Department of Public Service 
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FOR THE NEW YORK STATE DEPARTMENT OF PUBLIC SERVICE 

Dane T. Dean 
Assistant Counsel 
Electric Rate Design Stipulation 
Case 10-E-0050 
Niagara Mohawk Electric Rates 
Dated: September /3  , 2010 



owes Corporation d/b/a National Grid ("the Company") 

Sta a oats IMO 	otection Board 

Sep. 15, 7'010 	5:45PM 	National Grid . Public Affairs 	 No, 3166 	P, 1 

Case 10-E-D050 
Plate Dasign;Customer, and Markets 

Mandatory Hourly Pricing Stipulation 

Signatories. Nothing in this Stipulation shall• be construed to limit the 
Commission's authority under the New York Public Service Law. 

0. 	Counterparts ' 

This Stipulation may be executed in one . or more counterparts, all of which 
taken together shall constitute one and the same instrument. 

P. 	Entire Agreement 

This Stipulation, including all attachments,  exhibits and appendicc .s, if 
any, represents the entire agreement of the Signatories with respect to the matters 
resolved herein. 

SIGNATURES 

Staff of the New York State Department of PH blic Service 

New York Power Authority ("NYPA") 

Dated: September 15, 2010 

NYPA supports sections G and L through P of this Stipulation. NYPA neither supports nor opposes he other sections 

contained. herein. 
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