
 ADVANCE \d 8 Sara Schoenwetter

Assistant General Counsel

December 12, 2002

Hon. Janet Hand Deixler,

  Secretary

State of New York Public

  Service Commission

Three Empire State Plaza

Albany, NY 12223

RE: Case 96-E-0897 (Retail Access Phase 6)

Dear Secretary Deixler:

In its April 29, 2002 order in this proceeding approving Phase 5 of the retail access program of Consolidated Edison Company of New York, Inc. (“Con Edison” or the “Company”) (the “Phase 5 Order”), the Public Service Commission (the “Commission”) agreed that Con Edison would be relieved of the obligation to file annual retail access plans once unbundled rates were implemented.  Absent such implementation by November 1, 2002, the Commission directed the Company to file on or before December 9, 2002, a proposal for Phase 6 of its retail access program.
  Because unbundled rates were not implemented by the deadline, the Company is filing this proposal for its retail access program for the period May 1, 2003, through April 30, 2004 (“Phase 6”).  For Phase 6, the Company proposes to continue its current program with the changes to the supply function back-out credits described below and the contemporaneous implementation of a lost revenue recovery mechanism, also described below.

It bears mention that the Company’s consolidated utility billing system (“CUBS”) will be available throughout Phase 6, since the Company recently completed and implemented CUBS.  The Company is already finding CUBS to be an independent stimulus to marketer and customer participation in the Company’s retail access program.

The Company’s submittals in the Unbundling phase of Case 00-M-0504 reflected the Company’s analysis of its costs for the electric supply function and included its proposed supply function back-out credits resulting from that analysis and a lost revenue recovery mechanism designed in accordance with recent Commission orders issued in that proceeding.  Accordingly, the Company proposes to implement for the Phase 6 (one-year) period (or for a shorter period, if back-out credits and a lost revenue recovery mechanism from the Unbundling proceeding are implemented before the expiration of Phase 6) the supply back-out credits and lost revenue recovery mechanism proposed by

the Company in the Unbundling case.
  The Company’s proposal implements the Commission’s findings in its recent Unbundling orders that utilities be allowed “to recoup revenue shortfalls (net of avoided costs) currently to the extent reasonably practicable.”
  For these reasons, the mechanism for setting back-out levels and the Company’s recovery of revenue shortfalls that was established for Phase 5 with the Company’s acquiescence is no longer acceptable to the Company.  

Absent approval of a cost recovery mechanism that keeps the Company whole for all of its unavoided costs on a contemporaneous basis, the Company proposes to implement supply back-out credits equal to the Company’s avoided costs associated with its electric supply function (i.e., 0.08 mill/kWh for residential customers and 0.01 mill/kWh for all other retail choice customers).  

As directed in the Phase 5 Order, the Company will convene a meeting of interested parties in January 2003 to discuss the status of the retail access program.  At the meeting, the Company will also be prepared to discuss its Phase 6 proposal.

Sincerely,

/s/Sara Schoenwetter

c: Service List in Case 96-E-0897

� On December 10, 2002, the Secretary granted the Company’s request for an extension until December 12 to submit a Phase 6 proposal.


� The Company will provide copies of its proposed credits and cost recovery mechanism (submitted in the unbundling case, in which most of the parties to this case are represented) to any party to this case upon request.  Furthermore, the Company hereby incorporates by reference the Company’s pleadings filed in Case 00-M-0504, which explain the Company’s position with respect to back-out credits and the Company’s right to recover its costs and lost revenues associated with providing back-out credits.


� Case 00-M-0504, March 21, 2002 Order, pp. 23-24.


� By its submission of this proposal, the Company does not waive any of its rights, and hereby reserves all of its rights, to seek review of any Commission order that directs the implementation of back-out credits and/or recovery of lost revenues other than as proposed by the Company in this letter.
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