STATE OF NEW YORK
PUBLI C SERVI CE COWMM SSI ON

At a session of the Public Service
Comm ssion held in the Gty of
New York on Decenber 18, 2002

COWM SSI ONERS PRESENT:

Maureen O. Hel ner, Chairnan
Thomas J. Dunl eavy

Janes D. Bennett

Leonard A. Wi ss

Neal N. @Gl vin

CASE 01-E-0359 - New York State Electric & Gas Corporation —
Petition For Approval of Its Electric Price
Protection Plan. SINGLE BILL METRI CS.

ORDER ADOPTI NG SI NGLE BI LL METRI CS

(I'ssued and Effective Decenber 30, 2002)

BY THE COW SSI ON:

BACKGROUND

In the Order Establishing Procedures For Conmencing
the Retail Access Program (Retail Access Procedures O der)

i ssued Septenber 20, 2002 in this proceeding, it was decided
that New York State Electric & Gas Corporation (NYSEG would

i npl enment consolidated single billing, by charging custoners in
the sane bill for both utility delivery and energy supply
conpany (ESCO) supply services. Single billing would comrence
at the tinme NYSEG i npl enented its new "Voice Your Choice" retai
access program (the RA Progran) on January 1, 2003.

As discussed in the Retail Access Procedures Order, a
consolidated single bill is essential to noving retail access
forward for the benefit of all utility custoners. Absent a
single bill, customers selecting an ESCO as the electricity
supply provider would see two bills, one fromthe ESCO for
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supply and another fromthe utility for delivery service.
Residential and small conmercial custoners mght be reluctant to
sel ect an ESCO as the supply provider over an incunmbent utility,
i ke NYSEG that could charge for both supply and delivery on
the sane bill. Consequently, assurances were needed that NYSEG
would tinmely inplement a single bill reflecting ESCO charges as
of the date its RA Programwent into effect.

The requi site assurances could be fostered through
nonetary incentives:

paynment obligations could be inposed on NYSEG

if it fails to achieve various neasurenents, or

metrics, of billing success, such as tinely

subm ssi on of ESCO charges to custoners and

timely transfer of paynments from custoners to

ESCGCs. !
NYSEG was directed to participate in a collaborative with other
parties to devel op the appropriate neans for ensuring the
utility's performance, through a netrics-based approach or
otherwise. The utility was to report on the outconme of the
col | aborati ve by Novenber 6, 2002, and other parties were
advi sed they could present their positions on the issues raised
in the collaborative as of that date.

On Novenber 6, 2002, NYSEG and Staff filed a Single
Bill Metrics Joint Proposal (Metrics JP) intended to achieve the
obj ectives described in the Retail Access Procedures Order.? No
ot her party has conmented on the outcone of the collaborative or

the Metrics JP.

! Retail Access Procedures Order, p. 5.

2 The Metrics JP is attached as Appendi x A
-2-
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THE METRICS JP
The Metrics JP begins with a commtnment by NYSEG to

t he devel opnment and approval of Electronic Data Interchange
(EDI') protocols as a permanent solution to the data interchange
barriers preventing it fromcollecting the ESCO supply charge
information that would be reflected in a consolidated single
bill.® While awaiting the final testing and approval of all ED
protocol s, NYSEG proposes to use those ED protocols that have
been devel oped to date to inplenent an interimsingle bill
solution. To assure that the interimsolution is effectively
i npl enented, two netric-based service quality nmeasures are
proposed — Tinely Bill Issuance, for presentnment of ESCO
charges to custoners, and Tinely Paynent Rem ttance, for
transfer of paynent anounts received fromcustomers to ESCGCs.
Under the Tinely Bill Issuance netric, ESCGCs,
custoners individually, and ratepayers generally wll be
conpensated if NYSEG fails to tinely issue a consolidated single
bill after receiving the ESCOs EDI data. The ESCOw Il be paid
between $.50 and $2.00 per bill if issuance follow ng receipt of
the data is tardy, depending upon the length of the delay. If a
bill"s issuance is delayed by nore than 7 days, the affected
custoner will receive a $10.00 bill credit, and NYSEG wi | |
acknowl edge in witing that the delay was attributable to it.
If monthly targets for the nunber of bills tinmely issued are
m ssed, NYSEG will also credit revenue adjustnents to the Asset
Sal es Gain Account (ASGA) established under its Rate Plan for

¥ See Case 98-M 0667, Electronic Data I|Interchange, O der
Approving Electronic Data Interchange Transactions for Utility
Bil |l -Ready and Rate-Ready Billing (issued June 21, 2002) and
Order Granting Rehearing to Revise Procedures (issued
August 23, 2002) (EDI Orders).
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the benefit of ratepayers.? The revenue adjustment can vary from
$4,800 to $200, 000, under a sliding scale that matches increases
in the adjustnment to the scope and extent of single bill

i ssuance failures. The sliding scale conmences at nore than 500
failures to timely issue a bill per nonth and rises to 10, 000
failures per nonth.

The Metrics JP also provides for a Tinely Paynent
Rem ttance netric. ESCOs will be conpensated for delay in
remtting the paynents owed themthrough |ate charges, rising
from.5%per nonth interest to 1.5% per nonth interest,
dependi ng upon the length of the del ay.

Under the Metrics JP, the single bill service quality
measures will take effect on January 1, 2003 and will term nate
the later of 90 days after NYSEG conpletes EDI Phase | utility
bill-ready testing or the end of the nonth in which NYSEG
certifies it has conpleted Phase Il ED wutility bill-ready
i npl enentation, as those determ nations are nade in accordance
with the EDI Orders. Even if those tinme periods are stil
runni ng, however, the netrics nevertheless will expire no |ater
than May 31, 2003. The revenue adjustments will take effect
February 1, 2003 and will term nate at the earlier of Muy 31,
2003 or the otherw se-effective expiration of the netrics.

During its term the Metric JP paynents and revenue
adj ustments shall not exceed $1.4 million, assum ng bill
i ssuance and ESCO renmittance del ays affect no nore than 10, 000
custoner bills per nmonth, or $2.0 million if delays affect nore
than 10,000 bills per nmonth. The Metrics JP al so provides for

reporting on conpliance with i ssuance and renm ttance deadlines

“ Under NYSEG s Rate Plan, the ASGA is a repository for nonies
owed to ratepayers. Case 01-E-0359, supra, O der Adopting
Provi sions of Joint Proposal Wth Modifications (issued
February 27, 2002)(Rate Plan Order).
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and audit of NYSEG s performance. Finally, it excuses NYSEG

from performance under certain force majeure circunstances.

DI SCUSSI ON. AND CONCLUSI ON

The nmetrics recommended in the JP achi eve the

obj ectives set forth in the Retail Access Procedures Order. The
metrics create a reasonable incentive that will encourage NYSEG
to actively take all reasonabl e steps needed for successful

i npl enentation of the single bill. Mreover, netrics paynents
wi | | adequately conpensate ESCOs and ratepayers if NYSEG s

per f or mance proves i nadequate.

Under the proposed netrics, ESCOCs are reinbursed for
single bill failures. If NYSEGis tardy in issuing a bill to
the point where an ESCOis allowed to undertake the billing
itself, NYSEGw |l pay $2.00 to the ESCO. That anobunt is
sufficient conpensation for an ESCO that incurs the additiona
expense of issuing its owm bill. Mreover, where NYSEGis
otherwise unduly late in issuing a bill, other paynents to ESCOs
adequately conpensate them for the extent of the delays they
experience in the presentnent of their charges to custoners.

ESCOs are al so conpensated under the Tinely Paynment
Rem ttance netric. |If NYSEG unduly delays forwarding to an ESCO
a paynent that the utility has received froman ESCO custoner, a
| ate charge is inposed. That charge to NYSEG ranges up to 1.5%
in interest per nonth on the amount of the late remttance. A
1.5% nmonthly rate, the same charge the utility inposes on its
custoners for |ate paynents, is reasonabl e.

Under the nmetrics, individual custoners receive the
$10.00 bill credit if NYSEG unduly delays billing them This
amount is sufficient to alleviate the inconveni ences an
i ndi vi dual custoner experiences a result of the late bill.

Mor eover, NYSEG wi |l acknowl edge on the bill that its tardy
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presentation is attributable to the utility. The ESCO t hereby
averts custoner dissatisfaction in the initial devel opnental
stages of NYSEG s RA Program when custoners' first inpressions
of ESCO performance may color their longer-terminterest in
accessing retail electricity supplies fromutility conpetitors.

The general body of ratepayers is conpensated, and
NYSEG i s encouraged to pronptly and properly inplenment the
single bill, through the revenue adjustnents inposed upon the
failure to tinely issue a significant nunber of bills during a
month. Under this sliding scale netric, NYSEG can incur up to
$200, 000 in revenue adjustments per nonth, if 10,000 or nore
bill failures are experienced in a nonth.®> This sort of sliding
scal e, identifying revenue adjustnments for failure to perform at
varying levels, resenbles the utility's existing custoner
service quality nechani sns.

Under those nmechani sns, sliding scale revenue
adjustnments are nade if the utility fails to satisfactorily
resol ve customer conplaints or fails to adequately preserve
el ectric systemreliability. Since those revenue adjustnent
mechani snms are consi dered appropriate to encourage the utility
to resolve conplaints and preserve reliability, the approach is
adequate to encourage satisfactory inplenentation of the single
bill.

The revenue adjustnments NYSEGw || incur if it fails
to properly inplenent the single bill are comensurate with
NYSEG s ot her customer service revenue adjustnments. Under those
mechani snms, the utility may incur an annual naxi mum revenue

adj ustnment of $3.5 mllion each in the conplaint category or the

> Premsing the nmetrics on a maxi num of 10,000 bill failures per
nonth is appropriate, given the retail access penetration
| evel s expected for the residential and small conmmercia
custoners interested in the single bill
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electric reliability category.® A maxi num paynent cap of $2.0
mllion applicable to the period when the single bill netrics
will be in effect is conmparable in nmagnitude.

Moreover, the floors at which NYSEG will begin
i ncurring paynment obligations under the netrics are set
relatively low. Revenue adjustnents commence once nore than 500
bill issuance failures are experienced in a nonth. Paynents are
made to ESCOs and custonmers upon any bill issuance or remttance
del ay of unacceptable duration. These neasures create
incentives sufficient to encourage the utility to avoid delay in
issuing bills or transferring paynents to ESCCs.

The limtations on the application of the single bil
metrics are appropriate under these circunstances. Restricting
the period the netrics are in effect to January through May 2003
is reasonable.’” The interimsingle bill inplenentation is a
short-term nmeasure effective only until the ED protocols are
fully tested and approved, which is expected within the five-
month period. As a result, the netrics adopted here are not
needed over a |longer term

Reporting and audit requirenents adequately facilitate
review of NYSEG s performance. While allowing the utility to

excuse its failure to performupon force majeure events is

unusual , under these circunstances the approach is acceptabl e.
Single billing is an untried venture at NYSEG G rcunstances
beyond the utility's control should not cause it to incur
paynent responsibilities if its inplenmentation efforts are

satisfactory, but it failed to succeed due to forces beyond its

¢ Rate Plan Order, Exh. 113 (Joint Proposal), 8VII, pp. 41-46.

" A revenue adjustnent nmetric is not needed for January 2003
because NYSEG expects to issue few single bills in that nonth,
the first the RA Programis in effect.
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control. A force nmjeure approach properly inplenents that

princi pl e.

The Conm ssion orders:

1. The single bill netrics set forth in Appendix Ato
this Order are adopted.
2. This proceeding is continued.
By the Conmm ssion,

( SI GNED) JANET HAND DEI XLER
Secretary
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NYSEG Single Bill Mtrics
Novenmber 6, 2002

| nt roducti on

Staff and NYSEG agree that NYSEG has been an active
and strong supporter of the Comm ssion’s efforts to nove to an
EDI environnent for exchanging custoner information between
suppliers and the utility and has been an active participant in
the PSC s EDI Col | aborative. The Conpany and Staff anticipate
that the use of ED for consolidated billing will result in
fewer errors and is the nost efficient process. To that end,
NYSEG has been aggressively readying its systens to becone ED
conpliant as soon as possible. NYSEG and Staff agree that this
interimsingle bill solution is intended to be tenporary until
such time as EDI inplenmentation for the utility bill ready
solution is conpleted. NYSEG and Staff agree that each party
wWll use its best efforts to ensure that the necessary EDI
utility bill ready transaction and related test plans are in
pl ace no |ater than May 31, 2003.

NYSEG wi || inplenment the two netric-based service
gqual ity nmeasures as described below. These netrics are
consistent wwth the O der Establishing Procedures for Commenci ng
the Retail Access Program (“the Order”), issued Septenber 20,
2002 in this proceeding. Application of these netrics is
limted to the matter set forth in the O der.

Tinely Bill 1ssuance

A.  ESCO Conpensatory Paynents

NYSEG wi || pay ESCOs for failure to issue a
consolidated utility single bill in a tinmely manner once valid
(EDI X12) machi ne-processabl e data has been received fromthe
Supplier as follows:

0 to 3 Business Days No penalty
4 to 7 Business Days $0. 50 per bill
Over 7 Business Days $1.00 per bill if NYSEG stil

i ssues a single bill

$2.00 per bill if the
Supplier elects to issue a
bill for its charges
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There is only one penalty per bill per cycle. The
charges are not cunul ati ve.

B. Custoner Conpensatory Paynents

A custoner will receive a $10 bill credit and a bill
nmessage acknow edgi ng the delay was attributable to NYSEGif the
utility fails to issue to that custoner the consolidated single
bill within 7 business days after receiving valid (ED X12)
machi ne- processabl e data fromthe ESCO

C. Ratepayer Revenue Adjustnents

NYSEG wi || credit revenue adjustnments to the Asset
Sale Gain Account, for the benefit of all ratepayers, if nonthly
targets for tinely bill issuance are m ssed, for the nonths
February - May 2003, as foll ows:

4 to 7 Business Days Bills per Month
0 to 500 $0
501 - 2000 $ 4,800

2001 - 5000 $ 10, 000
5001 - 10000 $ 60, 000

10000+ $100, 000
Over 7 Business Days Bills per Mnth

0 - 500 $0

501 - 2000 $ 16, 000

2001 - 5000 $ 48, 000
5001 - 10000  $120, 000
10000+ $200, 000

The revenue adjustnents are not cunulative fromperiod to
period, so the adjustnent to the Asset Sale Gain Account would
be set at the greatest amount incurred under either schedul e
above, for a maximumcredit to ratepayers of $200, 000 per

nont h.

1. Tinely Paynent Rem ttance

A.  ESCO Conpensatory Paynents

NYSEG w I | conpensate ESCOs for failure to remt
paynent to themin a tinely manner follow ng recei pt of paynent
in full fromthe custonmer, as described bel ow. The paynent
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remttance period is nmeasured fromthe date that NYSEG posts the
paynent to the custoner’s account to the date that NYSEG eit her
mail s or issues the paynent electronically to the supplier.
Partial custoner paynents will first be applied to utility
charges, consistent with the Uniform Busi ness Practi ces.

0 to 5 Business Days No penalty

6 - 10 Business Days . 5% per nonth interest on the
paynent anount received from
custoners for remttance to
ESCGs.

Over 10 Busi ness Days 1.5% per nonth interest on
t he paynent anount received
fromcustoners for remttance
to ESCOCs.

Term

The netric-based service quality neasures, except for
t he ratepayer revenue adjustnents, will becone effective on
January 1, 2003 and will term nate the |ater of 90 days after
NYSEG conpl etes Phase | EDI Utility Bill Ready testing or the
end of the nonth in which NYSEG certifies it has conpl eted Phase
Il EDI Utility Bill Ready testing. Phase | and Phase Il ED
Utility Bill Ready testing shall be as specified in the QOpinion
and Order Approving EDI Data Standards and Data Protocols and
Modi fyi ng the New York Uniform Busi ness Practices for ED
| mpl enentation issued July 23, 2001 in Case 98- M 0667 and
reiterated in the Oder Ganting Petition for Rehearing to
Revi se Procedures issued August 23, 2002 in Case 98- M 0667.

The ratepayer revenue adjustnents will becone

effective February 1, 2003, and will termnate at the earlier of
May 31, 2003 or the otherw se-effective expiration of the
metric-based service quality nmeasures descri bed above. In no

event shall the term extend beyond May 31, 2003.

The total of all penalties, including the ESCO
conpensatory paynent, the custonmer conpensatory paynent and the
rat epayer revenue adjustnment, shall not exceed $1.4 nmillion for
the termof this agreenent (January 1, 2003 through May 31,

2003) based on 10,000 custoner bills per nonth and $2 mllion in
t he event the number of customer bills exceeds 10,000 per nonth
and all penalties shall term nate May 31, 2003.
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Audi t

NYSEG shall file a report, within 10 busi ness days
after the end of each nonth, setting forth the cumul ative
paynent obligations it has incurred under each of the above
categories that are applicable for that nonth. For all purposes
under these netrics, a business day shall include the period up
to NYSEG s official close of business hours on that day.

NYSEG shal | nake available to Staff all records
necessary to verify the time of receipt of information from
ESCGs on each charge, the tinme each ESCO charge is billed, the
ti me paynent of each ESCO charge is received, and the tine
paynent of each ESCO charge is sent to the ESCO

Force Maj eure

A. If the Conpany is rendered unable, wholly or in part,
by Force Majeure, as hereinafter defined, to performits
obl i gati ons hereunder when, as and if due hereunder, it
is agreed that the performance of the obligations of the
Conmpany, so far as they are affected by Force Myjeure,
shal | be excused and suspended fromthe inception of any
such inability until it is corrected, but for no | onger
period, and that the Conpany shall not be |iable for any
paynents, credits or adjustnents under the netrics
contai ned herein if performance is excused and suspended
by reason of Force Majeure. The Conpany shall give
notice thereof to the Staff of the State of New York
Departnment of Public Service as soon as practicable
after the occurrence of the Force Majeure. Such notice
may be given orally or in witing but, if given orally,
it shall be pronmptly confirmed in witing, giving
reasonably full particulars. Such inability shall be
pronptly corrected to the extent it may be corrected
t hrough the exercise of reasonable diligence by the
Conpany.

B. “Force Majeure” shall nean acts of God, including
epi demi cs, | andslides, |ightning, earthquakes,
hurri canes, storns, fires, explosions, floods, washouts
and other simlar unusual and severe natural calamties;
acts of the public eneny, wars, bl ockades,
I nsurrections, riots, civil disturbances, arrests, or
governnental actions such as necessity for conpliance
with any court order, |law, statute, ordinance or
regul ati on pronul gated by a governnental authority
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having jurisdiction, and any other |aws, orders, rules,
regul ati ons, acts, or restraints of any governnent or
governnmental authority, civil or mlitary, which have
the effect of prohibiting or substantially inpairing
performance of the Conpany’s obligations hereunder;
strikes, lockouts, or other |abor disturbances; and any
ot her cause or event, whether of the kind herein

enuner ated or ot herw se not foreseeable or otherw se
outside the control of the Conpany.

C. Notw thstandi ng the foregoing, the Conpany shall not be
required to settle a strike, |ockout or other |abor
di sturbance if it believes that such settlenent woul d
not be in the best interests of the Conpany.



