Recei ved: 5/15/2000

..DID: 11959
.. TXT:

ORANGE AND ROCKLAND UTILITIES, | NC
4 Irving Pl ace
New York, New York 10003

May 15, 2000

Honor abl e Janet H. Dei x|l er
Secretary
State of New York
Public Service Comn ssion
Three Empire State Pl aza
Al bany, NY 12223

Re: Revi sions to Gas Adjustnent O ause to

| mpl enent Combi ned Gas Purchasi ng Function

Dear Secretary Deixler:

Orange and Rockland Utilities, Inc. ("O&%R' or the "Conpany") hereby
submts for filing the following tariff |eaves proposing revisions to its
Schedul e for Gas Service P.S.C. No. 4 - GAS.

Leaf No. 72 Revision 3 Leaf No. 78 Revision 3
Leaf No. 73 Revision 9 Leaf No. 79 Revision 5
Leaf No. 74 Revision 4 Leaf No. 80 Revision 6
Leaf No. 75 Revision 4 Leaf No. 80.1 Revision 7
Leaf No. 76 Revision 3 Leaf No. 80.2 Revision 1
Leaf No. 77 Revision 4 Leaf No. 80.3 Revision O

These tariff |eaves are issued May 1
1, 2000.

o

2000, to becone effective August

The purpose of this filing is to make revisions to the Conpany's Gas

Adj ust ment Cl ause ("GAC') necessary for the inplenentation of a conbi ned gas
pur chasi ng function with Consolidated Edi son Conpany of New York, Inc. ("Con
Edi son").!

Summary of the Tariff Changes

The Conpany is proposing to nodify its GAC. (a) to conformthe
accounting practices of the GAC with Con Edi son's on-going joint
adm ni stration of natural gas supplies for itself and for &R (Con Edi son and
&R are jointly referred to as "Compani es”), and (b) to conformthe GAC with
t he Conmi ssion's "Menorandum and Resol uti on" revising 16 NYCRR Section 270.55
i ssued and effective April 13, 1999.

! Con Edison is concurrently submitting conparable revisions to its gas
adj ust mrent cl ause.
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Con Edison currently provides O%R with a gas supply management service.
Con Edi son provides this service as agent for O&R In that capacity, Con
Edi son admini sters the gas purchase and transportation contracts held by O&R
and supplies delivered gas to the O%R system Con Edison also forecasts &R s
customer | oads, nom nates and schedul es gas for delivery to O&R, and provides
&R with a nmonthly accounting of gas supply and usage.

As contenpl ated and aut horized by the Conmm ssion order approving the
mer ger of Con Edi son and O%R, Con Edi son and O&R have establi shed a conbi ned
gas supply portfolio.? The conbined portfolio is and will be adm nistered by
Con Edison's Gas Supply Departnent (or by an organization that succeeds to the
responsibilities of that departnent) in a manner that mnimzes the total cost
to the Conpani es and in accordance with the Gas Supply Adm nistration
procedure authorized by the Merger Order.?

Upon effectuation of the proposed tariff |eaves, Con Edison and O&%R wi ||
establish a common cost of gas predicated upon their conbined gas supply
portfolio. In accordance with the proposed tariff |eaves, the total cost of
gas for the Conpani es under the conbined gas supply portfolio will be
determined on a nonthly basis and will reflect fixed, balancing and variabl e
gas supply costs, including the cost of gas purchases, storage, pipeline
transportati on, and LNG and propane.

The Merger Order correctly approved the establishment of a conbi ned gas
supply portfolio as advancing the public interest. The merging of the
Conpani es' gas supply portfolios has already facilitated econoni c benefits.
For exanple, it enabled the Conpanies to term nate certain pipeline
transportation contracts and avoid the associ ated demand charges. The
proposed establishment of a common cost of gas will facilitate the equitable
al l ocation costs incurred under the conbined portfolio between the Conpani es.

Tariff Mdifications

The Conpany's gas adjustnent clause ("GAC') has been nodified as
fol | ows:

A The average cost of gas which forns the basis for the nonthly gas
adj ust nent has been nodified by adding provisions stating that gas is
pur chased under a conmon supply portfolio for both conpanies and that
the total cost will be apportioned to each conpany as foll ows:

1) Fi xed Costs

2 Joint Petition of Consolidated Edi son, Inc., Consolidated Edi son Conpany of
New York., Inc. and Orange and Rockland Utilities. Inc. for Approval of
Certificate of Merger and Stock Acquisition, Case 98-M 0961, Order Authorizing
Merger (April 2, 1999) ("Merger Order").

3 Section Il (F) of the March 8, 1999 Settlenent Agreenent, which was approved
by the Merger Order, authorized the establishment of procedures for the joint
adm ni stration of the Conpanies' gas supplies and for the allocation of

rel ated costs. |In accordance with that settlenment provision, the Gas Supply
Admi ni stration procedure was subnmitted to and revi ewed by the Commi ssion
Staff. The Conpanies are revising that procedure to reflect an allocation of
the revenues fromof f-systemtransacti ons consistent with this filing.
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a)

b)

c)

d)

The total fixed demand costs of the conbined portfolio,
excludi ng the costs of assets needed to provide bal anci ng
service for firmtransportati on custoners, wll be
apportioned between the Compani es based on the ratio of each
Company's fixed costs preceding the inplenentation of the
conbi ned portfolio, i.e., as of June 30, 2000, assum ng an

i npl erent ati on date of August 1, 2000 *. The fixed costs of
both Conpanies will be devel oped by applying the fixed rates
and charges of the transporters, storage providers, and
suppliers to annual billing determ nants associated with

pi pel i ne capacity, storage capacity and purchased gas
contract entitlenments.

Each Conpany's allocated share of fixed costs will continue
to be reduced by revenues fromthe rel ease of capacity.
Capacity rel ease revenues shall be allocated between the
Conpanies in proportion to (a) their relative nonthly
transportation-service volunmes and (b) their relative excess
sal es capacity vol unes, subject to paragraph C. Existing

i ndi vi dual conpany and firmratepayer sharing will be

mai nt ai ned.

The costs of assets needed for bal ancing service for firm
transportation customers (referred to as load following in
the Con Edison tariff) shall be allocated between the
Conpani es based on the ratio of each Company's bal anci ng
(load follow ng) costs preceding the inplenentation of the
conbi ned portfolio.

The Conpany's apportioned share of the fixed cost conponents
ina, b and c above will be divided by the annual forecast
quantities of gas to be taken for delivery to the Company's
firm sal es custoners.

2) Vari abl e Costs

a)

b)

The total variable costs of the conbined portfolio will be

al | ocated between the Conpanies in proportion to their
respective firmsales sendout quantities. The variable costs
of both Companies will be determ ned by applying the variable
rates and charges of the transporters, storage and peaking
providers and suppliers to the billing determ nants

associ ated with transportation, storage and peaki ng and gas
supply for the forecasted weather normalized quantities of
gas to be taken for delivery to the Conpany's firmsales
customers during the nmonth in which the gas adjustnent wll
be in effect, adjusted further for the cost associated with
ri sk management prograns.

The Conpany's apportioned share of the variabl e cost
conmponent will be divided by the forecasted weat her

4 Based on current fixed costs for each Conpany, the ratio would be 80%to Con
Edi son and 20%to O%R  The fixed cost ratio will be revised periodically and
updated to recogni ze, anpbng other things, the costs associated with any new
capacity contracts entered into by the Conpani es after June 30, 2000.
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B)

©)

D)
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normal i zed quantities of gas to be taken for delivery to the
Company's firm sal es custonmers during the month in which the
gas adjustnment will be in effect.

3) Total Average Cost of Gas

The total average cost of gas per ccf will be equal to the sum of
the fixed and variabl e components in (1) and (2).

The revenues from of f-system bundl ed sales will be allocated between the
Conpani es in the same manner as capacity rel ease revenues. The
Company's gas cost will be reduced by the custoners' share of the
Conmpany' s al | ocat ed bundl ed-sal es revenues, through the Credit/ Surcharge
for Interruptible and Firm Dual Fuel Sales and Transportation Service
Benefits, in accordance with current practice, except for bundl ed-sal es
revenues credited through the Transition Surcharge.

The Conpanies will continue to determne their Transition Surcharges
anmounts in the sane manner as they are currently determ ned based on
each conpany's apportionnment of fixed costs and capacity rel ease
revenues as described in (A) above and total upstream capacity (dth).
Total upstreamcapacity (dth) will be allocated between the Conpanies in
proportion to their respective capacity vol unes as of June 30, 2000,
assum ng an i npl enentati on date of August 1, 2000 for the combined
portfolio. Each Conpany will report its individual surcharge amount in
its monthly GAC filings, in accordance with its current procedures.

The Annual Reconciliation provision has been revised to indicate that
the surcharge/refund will becone effective in January instead of
Decenber and a new provi sion has been added to provide for interim
reconciliations to prevent |arge over/under collections bal ances from
accrui ng at August 31.

A new provi sion has been added which allows the Conpany to file a new
statenment on one day's notice to becone effective not nore than five
days after the initial effective date if the replacenent of cost
estimates in the initial statenent with actual figures results in a
change in the average cost of gas of nore than five percent.

Included with this filing are the SAPA notice and CGeneral Filing

Informati on Form The Conpany shall publish notice of this filing in

accord

ance with 16 NYCRR 270. 70.
Questions regarding this filing can be directed to ne at (212) 460-3308.

Very truly yours,

WlliamA Atzl, Jr.
Manager - Electric and
Gas Rate Design



