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BY THE BOARD":

On June 30, 2006 Rockiand Electric Company (“RECO” or “Company”) filed a Verified Petition
(“‘Petition”) with the New Jersey Board of Public Utilities (“Board”) seeking an increase in
RECO'’s base electric distribution rates and charges and changes to certain electric and general}
plant depreciation rates, and various tariffs. The Company’s filing consisted of the Petition,
Exhibits to the Petition, various schedules, and prefiled direct testimony.

The Petition stated that the increased distribution rates and charges in the Company’s proposed
tariff are designed to produce additional revenues of $13.2 million, or a 7.5% increase based on
total revenues calculated using current rates and the Company’s projected sales for the twelve
months ended December 31, 2006, subject to increase or decrease upon the Company'’s filing
of updated information.

The Company’s Petition was transmitted to the Office of Administrative Law for evidentia
hearings and assigned to the Honorable Diana Sukovich, Administrative Law Judge (“ALJ").
ALJ Sukovich held an in-person Prehearing Conference on October 12, 2006 and established
procedural schedule including evidentiary hearings from January 3 through January 12, 2007.

Following the filing of the Company’s Petition, the New Jersey Department of the Public
Advocate, Division of Rate Counsel (“Rate Counsel”) and Staff of the Board of Public Utilitie

(“Staff”) (collectively referred to herein as the “Parties”) engaged in extensive discovery ovej
several months. : }

Direct Testimony was filed by the Company. Rate Counsel also filed direct testimony as well ai

'Dueto a potential conflict of interest, Commissioner Christine V. Bator did not participate in the vote or
deliberations in this matter.



on November 14, 2006. On December 14, 2006, the Company filed its Rebuttal Testimony.
Staff, Rate Counsel and the Company propounded interrogatories and document requests i

reply to the direct and rebuttal testimonies presented in this proceeding and all responses were
served.

presented oral sur-rebuttal at the evidentiary hearing. Rate Counsel filed its Direct Testimonj

After proper notice to Municipal Clerks and County Executive Directors and publi
advertisement in a newspaper with circulation in the Company’s service territory, publi
hearings on RECO’s proposed distribution base rate increases were held on December 18,
2006 (evening), in Ramsey, New Jersey, and February 23, 2006 (afternoon) in Alpine, New

Jersey. No customers appeared at the hearings or submitted comments opposing the proposed
increase. -

ALJ Sukovich presided over evidentiary hearings on January 4, 5, 9, 10, and 11, 2007. At those
hearings Rate Counsel and the Company presented their filed witnesses testimonies. Rate
Counsel witnesses were permitted to provide oral surrebuttal testimony, and all witnesses were
made available for cross-examination by Rate Counsel, Staff and the Company.

Following the evidentiary hearings, the Parties held in-person settlement conferences on
January 23, 26, and 30, 2007, and held several additional telephone settlement conferences.
During those conferences, the Parties engaged in discussions to address issues raised by the
Company, Staff and Rate Counsel and to attempt to settle and resolve this matter. In doing so,
the Parties reviewed the discovery, the detailed testimony, the evidentiary record and
information exchanged during the period of the settlement discussions.

On February 7, 2007, the Company filed and served upon Rate Counsel and Staff an update
reflecting twelve months (“12+0 Update”) of actual data through December 31, 2006 and certain
adjustments the Company agreed to at the evidentiary hearings and in its pre-filed testimony.
The 12+0 Update supported a proposed increase to annual revenues amounting to $12.341
million, or a 7.2% increase on a total revenue basis.

Given the completeness of the record and the intention of the Parties to reasonably, fully and
finally resolve this matter, the Parties, executed a Stipulation of Settlement on March 8, 2007.

STIPULATION

The key provisions of the Settlement are set forth below:?

1 Distribution Revenue Requirement And Rate Adjustment. The Parties agree that it is
appropriate to provide RECO, and RECO shall be provided, an addition to annual
distribution revenues of $6.4 million, which equates to an increase in overall
revenues of 3.4%, for service rendered on and after the Effective Date. The Parties
agree that, based on adjusted test year actual data, RECO'’s rates will be just and
reasonable after they are adjusted to generate an additional $6.4 million in annual
distribution revenues, and will provide a level of revenues necessary to ensure that
the Company can continue to provide safe, adequate and proper service.

2 The Cited paragraphs referenced herein are in the settlement documents. This is only a summary; the
full settlement document controls, subject to the Board's findings and conclusions contained herein.
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2. Effective Date. The Parties agree that the revenue recovery and rates set forth in
the Stipulation shall become effective for service rendered on and after April 1, 200

or as soon as practicable after the Board's issuance of a written Order approving thi

Stipulation, whichever is later (the “Effective Date”). |

3. Rate of Return. The Parties agree that an appropriate return on'common equity for
this Settlement is 9.75%. The appropriate overall rate of return for the Settlement
based upon a return on common equity of 9.75% is 7.83%. The Parties agree that
the capital structure for this Settlement is 49.19% long-term debt, 4.30% short term
debt and 46.51% common equity. The capitalization producing the overall rate of
return is set forth in Schedule A attached to the Stipulation.

4. Test Year. The Parties agree that the proper test year for establishing rates is the
12 month period ended December 31, 2006.

5. Determination of Revenue Requirement. The determination of the stipulated
revenue requirement is reflected on attached Schedule A to the Stipulation. The
revenue requirement is based on a stipulated distribution rate base of $131.0 million
as of December 31, 2006 and a rate of return of 7.83%, producing required operating
income of $10.3 million. The Parties agree that current rates produce test year
operating income of $6.5 million, leaving a revenue deficiency of $3.8 million.
Dividing the deficiency by the revenue retention factor of 59.08% results in the
required revenue increase of $6.4 million. Based on their review of the evidentiary
record, the Parties agree that an increase in annual distribution revenues of $6.4
million is a proper result that produces just and reasonable rates. Settlement
adjustments to the Company’s 12+0 Update filing to achieve the stipulated revenue
requirement are set forth in Schedule B attached to the Stipulation.

6. Rates/Tariff. The Parties agree that Schedule C to the Stipulation summarizes the
revised electric distribution rates to be implemented on the Effective Date. The
Parties agree that the revised Tariff leaves attached as Schedule D to the
Stipulation implement the terms of the Settlement regarding revenue requirements
and rates and should be approved by the ALJ and Board in their entirety as part of
their approval of this Stipulation. The Tariff leaves shall become effective on the
Effective Date. The Parties agree that Schedule E, Proof of Revenues, attached to
the Stipulation, demonstrates that the rates to be implemented by RECO on the
Effective Date are designed to produce an additional $6.4 million in revenues.

7 The stipulated revenue increase has been applied in accordance with paragraphs 7,
8 and 9 of the Stipulation to generate the rates set forth in Schedules C and D
attached to the Stipulation. The revenue increase has been allocated on an
interclass basis in a two-step process. The parties agreed to an 11.25% increase in
combined overall revenues to the SC No. 4 and SC No. 6 classes. This includes
adjustments to address revenue deficiencies in SC No. 4 and the Dusk to Dawn
subclass of SC No. 6 (“SC No. 6 Dusk to Dawn”). The Company will make a
proposal to further reduce the deficiencies in these two classes in its next distribution
base rate case. The remaining distribution revenue increase was allocated to all
service classifications, excluding SC No. 4 and SC No. 6 Dusk to Dawn, on a uniform
percentage basis.
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8.

10.

The revenue increases for each service classification were allocated on an intraclass
basis as follows. (a) For the Residential Service Class (SC No. 1) and the
Residential Time of Day Service with Space and/or Water Heating Class (SC No. 3),
the distribution rates within each class were developed by applying uniform
percentage increases, specific to each class, to all rates other than customer
charges. SC Nos. 1 and 3 customer charges have not changed. A typical residential
customer using 925 kWh per month will receive an annualized. monthly increase of
approximately $4.10 or 3.2% on a total revenue basis. (b) For the General Service
Class and Large General Time of Day Class (SC Nos. 2 and 7, respectively), the
distribution rates within each class were developed by applying uniform percentage
increases, specific to each class, to all rates including customer charges. (c) For
the Residential Space Heating Service Class (SC No. 5), an adjustment was first
made to equalize the winter tail block rate (for usage in excess of 700 kWh per
month) for the customers that were connected prior to April 24, 1992 and
“grandfathered” in BPU Docket No. ER91030356J with the winter tail block rate for
customers connected on and after April 24, 1992. This adjustment completes the
gradual elimination of the winter tail block rate differential between grandfathered
and non-grandfathered customers that the Board commenced by eliminating 40% of
the differential in its Order dated April 20, 2004 in BPU Docket No. ER02100724 and
continued with the elimination of 35% of the remaining differential in its Order dated
July 23, 2004 in Phase Il of that docket. The adjustment limits the winter bill impact
for large, grandfathered customers to approximately 1.6 times the overall average
increase for the class. After accounting for the revenue impact of the foregoing, the
remainder of the SC No. 5 revenue increase was applied on a uniform percentage
basis to all rates other than the customer charge. The SC No. 5 customer charge
has not changed. (d) For Private Overhead Lighting (SC No. 6), the revenue
increase was applied separately to the Dusk to Dawn and Energy Only subclasses.
Distribution rates in the Energy Only subclass were developed by applying a uniform
percentage increase, specific to this subclass, to all rates including customer
charges. |

The Parties agree that, after increasing the General Service SC No. 2 distribution
rates as described above, the Company shall, on a revenue neutral basis, (a) reduce
the differential between the first and second blocks during the summer season to one
cent (excluding sales and use tax); and (b) equalize the summer and winter second
block distribution usage rates.

The Parties agree that it is appropriate for the Company to make all the other Tariff
changes (including regarding implementation of a re-inspection fee) set forth in the
direct testimony of William A. Atzl, Jr. and in the Tariff leaves annexed as Exhibit A to
the Company's Petition. Specifically, the Company shall change General
Information Section 15A, “Extension of Lines and Facilities - Appendix A,” to reflect
the cost methodology adopted in N.J.A.C. 14:3-8, to update unit charges to reflect
current costs, and to eliminate additional charges on Leaf Nos. 9 and 9A, except the
charges for blasting and jack hammering, which have been retained and moved to
leaf No. 9B. These charges have been changed to “Actual Low Bid” rather than
specific per foot charges. With regard to General information Section No. 6A,
Budget Biling, the Company shall establish a customer specific budget year
beginning with the billing month in which the customer initially enrolled in budget
billing. With regard to Street Lighting, specifically Service Classifications Nos. 4 and
6, the Company’s lighting provisions, the Company, among other changes, shall
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11.

12.

13.

14.

15.

16.

eliminate references to laminated wood and aluminum poles for use in underground
electric systems but will continue to provide lighting service to those customers with
existing laminated wood and aluminum poles. The Company has also agreed to
modify the original proposed language that would have given the Company “sole
discretion” with regard to the final location of a street light, to “sole reasonable
discretion.” The Company shall also implement a re-inspection fee of $48.63 as part
of General Information Section No. 19, “Wiring, Apparatus and Inspection.” The re-
inspection fee shall apply after a Company inspector (1) makes an initial free
inspection of the installation by an applicant for new electric service or electric
service conversion that does not comply with the Company’s specifications for
electric installations and (2) must return at a later date or dates for a re-inspection
after the applicant has taken corrective action. In addition to the Tariff changes set
forth in Mr. Atzl's testimony and Exhibit A to the Petition and summarized above, the
Company further agrees that, where the Tariff references a service classification at
the top of a tariff leaf, a description of that service class shall be provided in the leaf.
The Parties agree that the provisions of this paragraph are reflected in the Tariff
leaves attached in Schedule D to the Stipulation. ‘
The Parties recommend that the ALJ and the Board approve the Tariff leaves
annexed to the Stipulation as Schedule D in their entirety as part of the approval of
this Stipulation. Upon approval of the Stipulation by the Board and the Board’s
issuance of a written Order, the Company will file, for Board Staffs and Rate
Counsel’s review, compliance Tariff leaves consistent with Schedule D showing the
issued and effective dates to implement the terms of this Stipulation and the Board's
written Order. !

Pension and OPEB Reports. The Company agrees to provide Staff and Rate
Counsel with copies of the most recent pension and retiree welfare (“OPEB")
Actuarial Valuation Reports developed by its actuary Buck Consultants. These
reports include the detailed accounting information used by the Company for
financial reporting and detail concerning the actuarial assumptions and methods
employed. Additionally, the Company will provide a table showing how the
calculation of the annual “unrecognized net loss/gain” element of the periodi
pension and OPEB expense was developed. c‘

Schedules. All schedules referenced in and attached to this Stipulation are
incorporated by reference herein as if set forth in the body of the Stipulation.

Duration of Base Rates. The electric base distribution rates set forth in the
Stipulation will remain in effect until at least April 1, 2010. In the event that the
Company’s financial position deteriorates to the extent that it imminently endangers
the Company’s ability to provide safe, adequate and reliable electric utility service, as
a result of emergent circumstances beyond the Company’s control, the Company
has the right to seek appropriate rate relief with new base rates effective prior to April
1, 2010.

Depreciation Rates. RECO will maintain its existing depreciation rates for electric
distribution and general plant as shown on Schedule F attached to the Stipulation.

Net Salvage. From August 2003 through July 31, 2006, RECO incurred actual net
salvage costs (i.e., costs of removal) of $1,383,439, which exceeded by $933,439
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17.

18.

19.

(the “Net Salvage Deficiency”) the Company’s net salvage allowance for that period
of $450,000 based on an annual allowance of $150,000. The Parties agree that
RECO shall annually recover $147,385 of the Net Salvage Deficiency based on a 76-
month amortization from the Effective Date through July 2013. The 76-month
amortization results when the Salvage Deficiency is applied as an offset to the
remaining balance of an amount that the Board established in BPU Docket No.
ER02100724 (representing costs of removal previously collected in depreciation
rates) and required to be amortized back to ratepayers via an amortization that runs
untit July 31, 2013. The Parties also agree that the rates established in this
Stipulation reflect a going forward annual net salvage allowance of $365,000. The
Parties recommend that the Board continue, and agree that the Board'’s approval of
this Stipulation will continue the policy to allow full recovery of and make the

Company whole for its actual and prudently incurred net salvage costs that exceed
its net salvage allowance.

Storm Reserve. From August 1, 2003 through July 31, 2006, RECO incurred
extraordinary storm damage costs of approximately $605,274 which exceeded by
$44,275 (the “Storm Reserve Deficiency”) the Company’s storm reserve allowance
for that period of $561,000 based on an annual allowance of $187,000. The Parties
agree that RECO shall annually recover $11,069 of the Storm Reserve Deficiency
based on a four-year amortization. The Parties agree that the rates established in
this Stipulation include annual funding for the storm reserve of $202,000. \

Existing Deferred Costs. The deferred costs for which recovery was permitted in
BPU Docket No. ER02100724 (i.e., Competitive Services Audit, Management Audit
Costs, System Reliability Audit, and Ramapo Property Tax refunds) have an
unamortized balance of $97,000 as of March 31, 2007. This amount will b

amortized over four years at the rate of $24,250 per year. T

Next Base Rate Filing. At the time the Company files its next electric base rate case
petition, the Company agrees to provide to the Parties a cost of service stud

("COSS”") using the Average and Peak methodology reflected in the response t

Interrogatory S-RD 44 (Exhibit S-1 in evidence) for electric distribution (the “A&

COSS") without endorsing that methodology or supporting the A&P COSS results o
any rate design based thereon. More specifically, in the A&P COSS, the Company
will allocate to each rate class, the portion of the distribution plant investment equal
to the classes’ voltage specific load factor, on each class’ relative average demand
(energy) at that voltage and the remaining portion on class share of voltage specific
Non-Coincident Peak demands. In the A&P COSS, the Company will: \

a. separate those costs allocated on class’ energy and demand responsibilities
explicitly to the energy and demand functions respectively;

b. allocate 50% of the overhead (OH) and Underground (UG) Services costs to
all rate classes based on their demand responsibilities and 50% based on the
energy consumption and classify the resulting allocation to the customer
function;

c. classify accounts 901, 904, 905, and 907 through 917 to the revenue and

energy functions (not customer) depending on whether these costs are
allocated on revenue or energy basis;
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20.

21.

22.

d. specify for all rate classes how proposed customer, demand and energy
charges are determined;

e. perform a rate design that allocates the requested revenue change in
accordance with the classes’ cost responsibilities;

f. provide total company and class specific load and consumption data utilized
in the A&P COSS.

The Company and any Party to this Stipulation reserve and retain the right tj
oppose the methodology or resuits of the A&P COSS or any rate design base

thereon, and to file and support a COSS and/or rate design utilizing any
methodology they consider appropriate. \

At the time the Company files its next electric base rate case petition, the
Company also agrees to provide to the Parties updated consolidated tax
information in the form presented in the December 19, 2006 response to Staff
interrogatory S-SREV-117a-c without endorsing or supporting any consolidated
tax adjustment to rates. The Company and any Party to this Stipulation reserve
and retain the right to file and support any consolidated tax adjustment or method
they consider appropriate, if any, or to oppose any consolidated tax adjustment
or method proposed by any other Party. |
The Company agrees that its next base rate case filing will include a minimum oﬂ
six months actual test year data.

Smart Grid. RECO, in its reasonable discretion and judgment, will continue tcﬂ
implement Smart Grid technology where cost effective and otherwise appropriate
in the operation of its utility system. Smart Grid technology includes the use of
advanced sensing and control technologies to improve reliability of the electri
transmission and distribution system, and the Company's current plans reflect the
use of those technologies. Implementation of Smart Grid technology in addition
to that reflected in the Company's current plans will be undertaken by the
Company, if and to the extent the Company determines it is appropriate in the
operation, planning, and expansion of its utility system. \
RECO and Orange and Rockland Utilities, Inc. ("O&R") Joint Operating
Agreement. Within six months from the date of the Board Order approving this
Stipulation, the Parties have agreed to commence a review of the Joint Operating
Agreement (“JOA”) between RECO and O&R. Specifically, the Parties will
review, on a prospective basis, the reasonableness of the services provided by
O&R to RECO pursuant to the JOA, the level of costs for these services, and the
functions and allocation formulas under the JOA. The Parties agree that
prospective changes to the JOA, if any, shall not be implemented in rates until
rates are fixed in RECO’s next distribution base rate case.

A/C Cycling. RECO does not currently have a voluntary customer demand
response program to reduce load during summer electricity peak use periods by
cycling central air conditioning units of participating residential customers in
return for certain customer incentives (commonly known and referred to herein
as an Air Conditioning Cycling (“A/C Cycling”) program). In consideration of the
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other agreements in this Stipulation, RECO has agreed to work collaboratively
with Staff and Rate Counsel to address the development and implementation of
an A/C Cycling Program that would be appropriate for RECO's service territory or
parts thereof as well to discuss potential revenue neutral alternative rate design
initiatives intended to encourage conservation for large residential energy users.
By way of example of a potential revenue neutral rate design initiative, the parties
may discuss the development of an additional summer inverted rate block for
large residential energy users. As part of the A/C Cycling collaborative
undertaking, RECO agrees to contact the other New Jersey Electric Distribution
Companies (“EDCs") regarding RECO'’s potential participation in the remainder
of the ongoing RFP A/C Cycling process, and to consider the final
recommendations resulting from the ongoing RFP process in connection with any
A/C Cycling program that would be developed by RECO. Although the Parties
recognize Staff's preference for program consistency among various utilities, the
Parties acknowledge that, because RECO does not currently have an A/C
Cycling program and has a service territory in two control areas (i.e., the NYISO
and PJM) and with other particular factors, there may be unique considerations
(including regarding the costs, benefits, and incentives of any program) that will
need to be evaluated in connection with the timing, development and
implementation of a RECO A/C Cycling Program. The Parties agree that the
reasonable costs of RECO’s participation in any collaborative or RFP process
and the development and implementation of an A/C Cycling program (collectively
“A/IC Cycling Program Costs”) shall be recovered through a System Control
Charge (“SCC") or other successor or similar non-bypassable non-base rate
mechanism established by the Board, with the understanding that the recovery of
RECO’s actual A/C Cycling Program Costs is ultimately subject to Board
approval.

23. Elimination of RECQO’s Curtailment Program. The Board in its July 22, 2002 Final
Decision and Order in BPU Docket Nos. E097070464, EO97070465,
EQ97070466 (‘Restructuring Order’) at page 70 found and directed that
“RECO’s curtailable load program will be discontinued effective August 1, 1999,
after which no new customers will be enrolled. Existing contracts will not be
renewed as they expire.” Pursuant to the Restructuring Order, RECO eliminated
that curtailable load program and all contracts expired in 2003. As part of the
A/C Cycling collaborative addressed in paragraph 22 but separate and specific to
RECO, the Parties will discuss whether to make any recommendations to the
Board with regard to a prospective curtailable load program for RECO. The
Parties agree that the reasonable costs incurred by RECO for development and
implementation of any curtailable load program shall be recovered through an
appropriate non-bypassable rate mechanism (“Mechanism”) established by the
Board, with the understanding that the recovery of RECO's actual curtailable load
program costs is ultimately subject to Board approval. The Parties reserve their
rights to address, in RECO’s next base rate proceeding, whether the Mechanism
or an alternative method, including but not limited to base rates, should be
utilized as the recovery method for such costs.

INITIAL DECISION

On March 8, 2007, ALJ Diana Sukovich issued her Initial Decision in the proceeding. ALJ
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Sukovich found that the signatory parties to the Stipulation voluntarily agreed to a Stipulation ir{
this matter and that the Stipulation fully disposes of all issues in controversy and is consistent
with the law. No exceptions or reply exceptions were filed.

DISCUSSION AND FINDINGS

Based on the Board's careful review and consideration of the extensive record in this
proceeding, including evidentiary hearings, the Board HEREBY ADOPTS ALJ Sukovich's Initial
Decision and the Stipulation of Settlement of the Parties as its own, as if fully set forth herein,
effective April 1, 2007. The Board HEREBY FINDS the Initial Decision and Stipulation o
Settlement to be reasonable, in the public interest and in accordance with the law. As a resul
of the Stipulation as adopted herein, a typical RECO residential customer consuming 925 kWh
of electricity in a month will have an average monthly increase of $4.10 or 3.2% compared to
current rates.

The Board notes that in paragraph 21 of the Stipulation, the Parties provide for a review of the
RECO and Orange and Rockland Utilities, Inc. Joint Operating Agreement (“JOA”). The Board
clarifies that nothing in paragraph 21 precludes the Board from taking any action that the Board
determines to be appropriate as a result of the review of the JOA.
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The Company is HEREBY DIRECTED to file the appropriate tariff sheets upon approval of thé
Stipulation by the Board and the Board'’s issuance of a written order.

DATED: BOARD OF PUBLIC UTILITIES
BY:

rg‘“w M. Foo

JEANNE M. FOX
PRESIDENT
- \
_ Qctﬁnmu.@* \va
\FREDERICK F. CONNIE O. HUGHES o
COMMISSIONER COMMISSIONER

#OSEPH L. FIORDALISO
COMMISSIONER

ATTEST:

Vi

KRISTI 1ZZO
SECRETARY
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OAL DKT. NO. PUC 09134-06

| FIND that the parties have voluhtarily agreed to the Stipulation, as evidenced
by their signatures, or the signatures of their representatives, and that the Stipulation
fully disposes of all issues in controversy and is consistent with the law.

1:1-19.1 and that it should be approved. Accordingly, it is ORDERED that the parties
comply with the terms of the Stipulation and that the proceedings in this matter be
concluded.

hereby FILE my initial decision with the BOARD OF PUBLIC UTILITIES for

consideration.
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I/M/O. THE VERIFIED PETITION OF
ROCKLAND ELECTRIC COMPANY FOR :

APPROVAL OF CHANGES IN ELECTRIC : BPU Docket No. ER06060483
RATES, ITS TARIFF FOR ELECTRIC : OAL Docket No. PUC 09134-2006N
SERVICES, ITS DEPRECIATION RATES, :

AND FOR OTHER RELIEF

STIPULATION OF SETTLEMENT

THIS STIPULATION OF SETTLEMENT (“Stipulation” or “Settlement”) is
made as of this 8th day of March 2007, by and among Rockland Electric Company (“RECO” or
the “Company”), the New Jersey Department of the Public Advocate, Division of Rate Counsel
(“Rate Counsel”) and Staff of the Board of Public Utilities (“Staff”) (collectively referred to
herein as the “Parties”).

On June 30, 2006, RECO filed a Verified Petition (“Petition) in the proceeding
captioned above in BPU Docket No. ER06060483. The Petition requested, inter alia, an increase
in RECO’s base electric distributioh rates and charges, changes to certain electric and general
plant depreciation rates, and various tariff changes. The Company’s filing consisted of the
Petition, Exhibits to the Petition, various schedules, and prefiled direct testimony. The Exhibits
to the Petition included proposed revised tariff leaves, present and proposed rates and a statement
of revenues. The schedules to the Petition included the following Exhibits: - P-1 (Historical
Financial Statements); P-2. (Electric Cost of Service); P-3 (Electric Rate Base); P-4
(Capitalization and Cost of Capital); P-5 (Present and Proposed Electric Rate Design); P-6

(Depreciation Study); and P-7 (Embedded Cost of Service Study). The schedules employed a



projected data.

With the Petition, the Company filed the testimony of eight witnesses. Richard

requirements, costs of service including employee benefits, and rate base including working
capital requirements based on a lead-lag study. John Perkins, Director, Corporate Finance,
presented the Company’s capital structure, and Robert Rosenberg, of Edgewood Consulting, Inc.
addressed the Company’s cost of capital. Angelo Regan, Director of Electrical Engineering,
presented the Company’s plant additions and proposed Incremental Reliability Programs and a
Smart Grid pilot. Kenneth Kosior, Director- Financial Services, discussed the Company’s
wages. Charles Hutcheson, Manager, Property Tax and Depreciation, presented the Company’s
depreciation study and proposed net salvage allowance. Lucy Villeta, Section Manager of the
Cost Analysis Section of the Rate Engineering Department, sponsored the electric cost of service
study. William A. Atzl, Jr.,, Director-Rates, addressed rate design for electric distribution rates,

the impact of the proposed rate changes on customers’ bills, and various tariff revisions.

rates and charges for sales of electricity to residential customers (Service Classification (“SC™)
Nos. 1 and 3 and 5), general service customers (SC Nos. 2 and 7), street lighting customers (SC
No. 4) and private area lighting customers (SC No. 6). The proposed tariff revisions also
addressed line extensions, general information, budget billing, lighting service classifications,
and the imposition of a re-inspection fee.

The Petition stated that the increased distribution rates and charges in the

Company’s proposed tariff are designed to produce additional revenues of $13.2 million, or a



projected sales for the twelve months ended December 31, 2006, subject to increase or decrease

upon the Company’s filing of updated information. The Company submitted to the Parties

2006 (“9{-3 Update™) on November 8, 2006, and revised 9+3 Update Exhibits P-2 and P-3 on
November 20, 2006 (“Revised 9+3 Update”). 1fhe Revised 9+3 Update set forth a revenue
deficiency of $13.676 million, or a 7.7% increase on a total revenue basis. On February 7, 2007,
the Company filed and served upon the Parties an update reflecting twelve months of actual
information through December 31, 2006 and certain adjustments the Company agreed to at the
evidentiary hearings (“12+0 Update™) and in its prefiled testimony. The 12+0 Update sets forth
a revenue deficiency of $12.341 million, or a 7.2% increase on a total revenue basis.

The Company’s Petition was transmitted to the Office of Administrative Law for
evidentiary hearings and assigned to the Honorable Diana Sukovich, Administrative Law Judge
(“ALJ”). ALJ Sukovich held an in-person Prehearing Conference on October 12, 2006 .and
established a procedural schedule including evidentiary hearings from January 3 through January
12, 2067. The Company, Staff and Rate Counsel were the only parties to this proceeding; there
were no in_tervenor parties nor were any motions to intervene filed.

Following the filing of the Company’s Petition, Rate Counsel and Staff engaged
in extensive discovery over several months.

In addition, Rate Counsel engaged consultants that reviewed RECO’s filing,
including updates. On November 14, 2006, Rate Counsel filed the testimony of four witnesses.
David Peterson, of Chesapeake Regulatory Consultants, Inc., addressed the Company’s

distribution rate base, operating income, revenue requirements, cost of service study and rate



design. Peter Lanzalotta, of Lanzalotta & Associates LLC, addressed the Company’s capital
additions, system reliability, and proposed reliability programs. Michael J. Majoros, of Snavely
King Majoros O’Connor & Lee, Inc. addressed depreciation and net salvage. Matthew Kahal
addressed capital structure and the rate of return. RECO propounded interrogatories and
document requests upon Rate Counsel, and Rate Counsel served responses regarding Rate
Counsel’s witness testimony.

On December 14, 2006, RECO filed the rebuttal testimony of Messrs. Kane,
Perkins, Rosenberg, Regan, and Hutcheson. In addition, RECO filed the rebuttal testimony of
Nicholas Illobre, Director, Human Resources Support, regarding management wages and annual
inqentive plan. Rate Counsel and Staff propounded interrogatories and document requests, and
the Company served responses regarding the Company’s rebuttal testimony.

After proper notice to Municipal Clerks and County Executive Directors and
public advertisement in a newspaper with circulation in the Company’s service territory, public
hearings on RECO’s proposed distribution base rate increase were held on December 18, 2006
(evening), in Ramsey, New Jersey, and February 23, 2006 (afternoon) in Alpine, New Jersey.
No customers appeared at the hearings or submitted comments regarding the proposed increase.

ALJ Sukovich presided over evidentiary hearings on January 4, 5, 9, 10, and 11,
2007. At those hearings, Rate Counsel and the Company presented their filed witnesses
testimony. Rate Counsel witnesses were permitted to provide oral surrebuttal testimony, and all
witnesses were made available for cross-examination by Rate Counsel, the Company and Staff,
respectively. In total, over 90 exhibits were entered into the record by the Company, Rate

Counsel and Staff. The transcripts of the hearings comprise over 550 pages.



conferences.

and information exchanged during the period of the settlement discussions.
Given the completeness of the record and the intention of the Parties to

e

promises and covenants set forth herein, the Parties, having given due consideration to

HEREBY STIPULATE AND AGREE AS FOLLOWS:
1. It is
appropriate to proyide RECO, and RECO shall be provided, an addition to annual distribution

revenues of $6.4 million, which equates to an increase in overall revenues of 3.4%, for service

necessary to ensure that the Company can cqntinue to provide safe, adequate and proper service.
2. Effective Date. - The Parties agree that the revenue recovery and rates set

forth herein shall become effective for service rendered on and after April 1, 2007 or as soon as

practicable after the Board’s issuance of a written Order approving this Stipulation, whichever is

later (the “Effective Date”).



3. Rate of Return. The Parties agree that an appropriate return on common
equity for this Settlement is 9.75%. The appropriate overall rate of return for this Settlement
based upon a return on common equity of 9.75% is 7.83%. The Parties agree that the capital
structure for this Settlement is 49.19% long-term debt, 4.30% short term debt and 46.51%
common equity. The capitalization producing the overall rate of return is set forth in Schedule A
attached hereto.

4. Test Year. The Parties agree that the proper test year for establishing rates
is the 12 month period ended December 31, 2006.

5. Determination of Revenue Requirement. The determination of the
stipulated revenue requirement is reflected on attached Schedule A. The revenue requirement is
based on a stipulated distribution rate base of $131.0 million as of December 31, 2006 and a rate
of return of 7.83%, producing required operating income of $10.3 million. The Parties agree that
current rates produce test year operating income of $6.5 million, leaving a revenue deficiency of
$3.8 million. Dividing the deficiency by the revenue retention factor of 59.08% results in the
required revenue increase of $6.4 million. Based on their review of the evidentiary record, the
Parties agree that an increase in annual distribution revenues of $6.4 million is a proper result
that produces just and reasonable rates. Settlement adjustments to the Company’s 12+0 Update
filing to achieve the stipulated revenue requirement are set forth in Schedule B.

6. Rates/Tariff. The Parties agree that Schedule C summarizes the revised
electric distribution rates to be implemented on the Effective Date. The Parties agree that the
revised Tariff leaves attached hereto as Schedule D implement the terms of this Settlement
regarding revenue requirements and rates and should be approved by the ALJ and Board in their

entirety as part of their approval of this Stipulation. The Tariff leaves shall become effective on



the Effective Date. The Parties agree that Schedule E, Proof of Revenues, attached hereto,
demonstrates that the rates to be implemented by RECO on the Effective Date are designed to
produce an additional $6.4 million in revenues.

7. The stipulated revenue increase has been applied in accordance with
paragraphs 7, 8 and 9 of this Stipulation to generate the rates set forth in Schedules C and D.
The revenue increase has been allocated on an interclass basis in a two-step process. The parties
agreed to an 11.25% increase in combined overall revenues to the SC No. 4 and SC No. 6
classes. This includes adjustments to address revenue deficiencies in SC No. 4 and the Dusk to
Dawn subclass of SC No. 6 (“SC No. 6 Dusk to Dawn”). The Company will make a proposal to
further reduce the deficiencies in these two classes in its next distribution base rate case. The
remaining distribution revenue increase was allocated to all service classifications, excluding SC
No. 4 and SC No. 6 Dusk to Dawn, on a uniform percentage basis.

8. The revenue increases for each service classification were allocated on an
intraclass basis as follows. (a) For the Residential Service Class (SC No. 1) and the Residential
Time of Day Service with Space and/or Water Heating Class (SC No. 3), the distribution rates
within each class were developed by applying uniform percentage increases, specific to each
class, to all rates other than customer charges. SC Nos. 1 and 3 customer charges have not
changed. A typical residential customer using 925 kWh per month will receive an annualized
monthly increase of approximately $4.10 or 3.2% on a total revenue basis. (b) For the General
Service Class and Large General Time of Day Class (SC Nos. 2 and 7, respectively), the
distribution rates within each class were developed by applying uniform percentage increases,
specific to each class, to all rates including customer charges. (c) For the Residential Space

Heating Service Class (SC No. 5), an adjustment was first made to equalize the winter tail block



rate (for usage in excess of 700 kWh per month) for the customers that were connected prior to
April 24, 1992 and “grandfathered” in BPU Docket No. ER91030356J with the winter tail block
rate for customers connected on and after April 24, 1992. This adjustment completes the gradual
elimination of the winter tail block | rate differential between grandfathered and non-
grandfathered customers that the Board commenced By eliminating 40% of the differential in its
Order dated April 20, 2004 in BPU Docket No. ER02100724 and continued with the elimination
of 35% of the remaining differential in its Order dated July 23, 2004 in Phase II of that docket.
The adjustment limits the winter bill impact for large, grandfathered customers to approximately
1.6 times the overall average increase for the class. After accounting for the revenue impact of
the foregoing, the remainder of the SC No. 5 revenue increase was applied on a uniform
percentage basis to all rates other than the customer charge. The SC No. 5 customer charge has
not changed. (d) For Private Overhead Lighting (SC No. 6), the revenue increase was applied
separately to the Dusk to Dawn and Energy On.ly subclasses. Distribution rates in the Energy
Only subclass were -developed by applying a uniform percentage increase, specific to this
subclass, to all rates including customer charges.

9. The Parties ‘agree that, after increasing the General Service SC No. 2
distribution rates as described above, the Company shall, on a revenue neutral basis, (a) reduce
the differential between the first and second blocks during the summer season to one cent
(excluding sales and use tax); and (b) equalize the summer and winter second block distribution

usage rates.

10.  The Parties agree that it is appropriate for the Company to make all the
other Tariff changes (including regarding implementation of a re-inspection fee) set forth in the

direct testimony of William A. Atzl, Jr. and in the Tariff leaves annexed as Exhibit A to the



Company’s Petition. Specifically, the Company shall change General Information Section 15A,
“Extension_ of Lipes and Facilities - Appendix A,” to reflect the cost nie.thodol_ogy adopted in
N.J.A.C. 14:3-8, to update unit charges to reflect current costs, and to eliminate additional
charges on Leaf Nqs. 9 and 9A, except the charges for blasting and jack hammering, which have
been retained and moved to leaf No. 9B. These charges have been changed to “Actual Low Bid”
rather than specific per foot charges. With regard to General information Section No. 6A,
Budget Billing, the Company shall establish a customer specific budget year beginning with the
billing month in which the customer initially enrolled in budget billing. With regard to Street
Lighting, speciﬁ;ally Service Classifications Nos. 4 and 6, the Company’s lighting prdvisions,
the Company, among other changes, shall eliminate references to laminated wood and aluminum
poles for use in underground electric systems but will continue to provide lighting service to
those customers with existing laminated wood and aluminum poles. The Company has also
agreed to modify»the original proposed language that would have given the Company “sole
discretion” with regard to the final location of a street light, to “sole reasonable discretion.” The
Company shall also implement a re-inspection fee of $48.63 as part of General Information
Section No. 19, “Wiring, Apparatus and Inspection.” The re-inspection fee shall apply after a
Company inspector (1) makes an initial free inspection of the installation by an applicant for new
electric service or electric service conversion that does not comply with the Company’s
specifications for electric installations and (2) must return at a later date or dates for a re-
inspection after the applicant has taken corrective action. In addition to the Tariff changes set
forth in Mr. Atzl’s testimony and Exhibit A to the Petition and summarized above, the Company

further agrees that, where the Tariff references a service classification at the top of a tariff leaf, a



description of that service class shall be provided in the leaf. The Parties agree that the

11.
Upon approval of this Stipulation by the Board and the Board’s issuance of a written Order, the-

consistent with Schedule D showing the issued and effective dates to implement the terms of this
Stipulation and the Board’s written Order.

12. Pension and OPEB Regorts The Company agrees to provide Staff and
Rate Counsel with copies of the most recent pension and retlree welfare (“OPEB”) Actuarial

Valuation Reports developed by its actuary Buck Consultants. These reports include the detailed
actuarial assumptions and methods employed. Additionally, the Company will prdvide a table

pension and OPEB expense was developed.
Schedules. All schedules referenced in and attached to this Stipﬁlation are
incorporated by reference herein as if set forth in the body of this Stipulation.

Duration of Base Rates. The electric base distribution rates set forth in

this Stipulation will remain in effect until at least April 1, 2010. In the event that the Company’s
financial position deteriorates to the extent that it imminently endahgers the Company’s ability to
provide safe, adequate and reliable electric utility service, as a result of emergent circumstances
beyond the Company’s control, the Company has the right to seek appropriate rate relief with

new base rates effective prior to April 1, 2010.
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15.

electric distribution and general plant as shown on Schedule F.

16.

Date through July 2013.

annual net salvage allowance of $365,000. The Parties recommend that the Board continue, and

agree that the Board’s approval of this Stipulation will continue the policy to allow full recovery

exceed its net salvage allowance.

17. Storm Reserve. From August 1, 2003 through July 31, 2006, RECO
incurred extraordinary storm damage costs of approximately $605,274 which exceeded by
$44,275 (the “Storm Reserve Deficiency”) the Company’s storm reserve allowance for that
period of $561,000 based on an annual allowance of $187,000. The Parties agree that RECO
shall annually recover $11,069 of the Storm Reserve Deficiency based on a four-year

amortization. The Parties agree that the rates established in this Stipulation include annual



18.  Existing Deferred Costs.
rate of $24,250 per year.

19.

a. separate those costs allocated on class’ energy and demand responsibilities
explicitly to the energy and demand functions respectively;

b. allocate 50% of the overhead (OH) and Underground (UG) Services costs
to all rate classes based on their demand responsibilities and 50% based on
the energy consumption and classify the resulting allocation to the
customer function;

c. classify accounts 901, 904, 905, and 907 through 917 to the revenue and
energy functions (not customer) depending on whether these costs are
allocated on revenue or energy basis; ' :

d. specify for all rate classes how proposed customer, demand and energy
charges are determined; '

e. perform a rate design that allocates the requested revenue change in

accordance with the classes’ cost responsibilities;

12



f. provide total company and class specific load and consumption data
utilized in the A&P COSS. '

method proposed by any other Party.

six months actual test year data.

20. Smart Grid. RECO, in its reasonable discretion and judgment, will

operation, planning, and expansion of its utility system.

21.

13



RECO and O&R.

in RECO’s next distribution base rate case.

22.  A/C Cycling. RECO does not currently have a voluntary customer

agreed to work collaboratively with Staff and Rate Counsel to address the development and

part of the A/C Cycling collaborative undertaking, RECO agrees to contact the other New Jersey
remainder of the ongoing RFP A/C Cycling process, and to consider the fmal recommendations

be developed by RECO.

consistency among various utilities,-thc Parties acknowledge that, because RECO does not



Control Charge (“SCC”) or other successor or similar non-bypassable non-base i'ate' mechanism
established by the Board, with the understan‘ding' that the recovery of RECO’s actual A/C
Cycling Program Costs is ultimately subject to Board approval.

23.  Elimination of RECO’s Curtailment Program. The Board in its July 22,

2002 Final Decision and Order in BPU Docket Nos. E097070464, EO97070465, E097070466

will be discontinued effective August 1, 1999, after which no new customers will be enrolled.

RECO ecliminated that curtailable load program and all contracts expired in 2003. As part of the
A/C Cycling collaborative addressed in paragraph 22 but sebarate and specific to RECO, the
parties will discuss whether to make any recommendations to the Board with regard to a
prospective curtailable load program for RECO. The Parties agree that the reasonable costs
incurred by RECO for development and implementation of any curtailable load program shall be
recovered through an appropriate non-bypassable rate mechanism (“Mechanism”) established by
the Board, with the understanding that the recovery of RECO’s actual curtailable load program

costs is ultimately subject to Board approval. The Parties reserve their rights to address, in



24. Reasonableness of Stipulation.

A. Reasonable Result. The agreed upon revenue requirements

and proper service at just and reasonable rates.

'B. Support For the Stipulation. The Stipulation is supported by the
unanimous agreementvof the Parties. In addition, ihe cxtetisive evidentiary record, ihc_luding
detailed testimony and exhibits, provides substantial and crédible support for this Stipulation.
Given this sﬁpport, and after extensive review of the information exchanged in this matter, the
Parties are executing this Stipulation to provide for a just, reasonable and efficient resolution of
the proceeding. The Parties agree that this Stipulation represents a fair, overall disposition that
protects and promotes the interests of RECO’s customers while allowing for RECO’s reasonable
recovery of its costs incurred in the provision of service to customers.

C. Voluntariness. The Parties agree that this Stipulation is voluntary,
consistent with law, and fully dispositive of the issues addressed herein.

25.  Board Approval. The Parties recommend that the Board issue an Order
that adopts this Stipulation and thereby: (1) authorizes RECO to increase its electric distribution
rates to achieve an additional $6.4 million in annual revenues; (2) approves the agreed-upon
electric distribution rates as just and reasonable, to become effective on and after the Effective

Date; and (3) approves the Tariff leaves annexed hereto as Schedule D. The Parties hereby

16



Each

condition.

26.

Stipulation in the manner provided for herein without modification.

27. Rights Upon Disapproval or Modification. This Stipulation contains

its entirety.

the same position that they were in immediately prior to its execution.



28.  Party Reservations. This Stipulation represents a negotiated compromise
resolution that has been made exclusively for the purpose of resolving the base rate issues
addressed in the above captioned case and docket. Although binding on the Parties with respect
to the issues resolved herein in this proceeding, this Stipulation, in total or by specific item, is in
no way binding upon the Parties (or non-signatories) and is not to be considered or cited as
precedent in favor of or against their respective positions on any issue in any other proceeding,
except to enforce the terms of this Stipulation. The Parties agree that the resolution of the issues
herein shall apply only to the above-captioned case and that any similar future cases shall be
reviewed by the Board on an individual basis. This Stipulation is without prejudice to the
positions of the respective Parties or of the Board with respect to any future base rate cases or
other proceedings involving the Company, except as specifically set forth herein.

29.  Captions. The subject headings of the sections of this Stipulation are
inserted solely for the purpose of convenient reference and are not intended to, nor shall they,
affect the meaning of any provision of this Stipulation.

30. Governing Law. This Stipulation shall be governed and construed in

accordance with the laws of the State of New Jersey.



31.  Execution. This Stipulation may be executed in one or more counterparts.

Each Party has caused its duly authorized representative to execute below and deliver this

Stipulation.
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_ DANZIG  SCHERER
HYLAND PERRETTI LLP

Title: Counsel

Dated: 3/ ‘P/ o7

aisdenk ihe”

RONALD K. CHEN
Public Advocate of New Jersey

SEEMA M. SINGH, DIRECTOR
New Jersey Division of Rate Counsel

ﬁy:> lowu S,L/«&

Diane Schulze, Esq.

Title: Assistant Deputy Public Advocate
Dated: 3' ¢ ‘ o7

STUART RABNER,

ATTORNEY GENERAL OF NEW
JERSEY : .

Attorney for the Staff of the Board of Public
Utilities

Byzw M

Suzb na Lorcaad
Title: Deputy Attorney General

Dated: fj / f /? ?
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Rockland Electric Company
Electric Service
Settiement Agreement
Sales of Electricity
For Twelve Months Ending December 31, 2006
(000's)
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Schedule B
Page 3 of 8
Rockland Electric Company
Electric Service
Settlement Agreement
Operations & Mainteriance Expenses
For Twelve Months Ending December 31, 2006
(000's)
(12+0) (12+0)
Test Year Test Year Revenue Rate Year
Submitted Settlement As Increase/ Revenue
by Company Adiustments Adiusted '{Decrease} Requirement
(12+0) Purchased Power Supply Expense $ 99,940 § - s 99940 $ - s 99,940
(12+0) Power Suppiy Billing Credits (328) - (328) - (328)
(12+0) Deferred Purchased Power (1.004) - (1.004) - {1,004)
Subtotal Purchased Power Costs 98,508 98,608 98,608
(12+0) Other O&M Costs o 38,928 38,928 38,928
Adijustments To Test Year
Adjustments for Post Test Year Incremental Reliability Programs:
Circuit Reliability: ]
Lightning Protection Improvements 729 . (729)
Spacer Cable Construction Improvements 185 (185)
Main Line Semi Con Tie Replace 10 (10)
Spur Line Semi Con Tie Replace 7 ts)
C/O Inspections and Replacements 159 . (159)
Switch Maintenance Program : 56 (56)
Main Line Fault Indicator Installations 28 (28)
Phase Balancing . 13 (13)
Fuse Coordination . 13 (13)
Distribution Automation Support 135 (135)
Vegetation Management, 3-year cycle ' 182 : (182)
Danger Tree Program ' 250 (250)
High Voitage Line Maintenance Program : 64 (64)
Communication System Upgrade 55 (55)
Stray Voitage Program 960 (960)
Pad Mount Equipment Program : 113 (113)
Subtotal - Post Test Year incremental Reliability Programs ) 2,959 {2,959)
Adjustment for BPU Vegetation Requirements 1,000 . (675)
Adjustment for O&M associated with new customers 4 : 4
Adjustment for Salary & Wages 344 -
Adjustment for Benefit Costs 47 -
Adjustment for Pension Cost : 238 -
Adjustment for OPEB Costs ’ 114 .
Adjustment for Customer Deposits 52 -
Adjustment for Rate Case Costs 73 (62)
Adjustment for Amortization of Deferred Costs o (146) -
Adjustment for Uncoilectible Expense 57 -
Adjustment for EE| Lobbying (11) . -
Adjustment for Storm Reserve 26 -
Adjustment to PSA / JOA ROE (44) (79)
Adjustment for Other Items - 300
Total Post Test Year Adjustments 4,733 (3,471)
12+0 Other O&M Costs with Test Year Adjustments 43,661 (3,471)

Total O & M Expenses $ 142269 § (3.471)
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Docket PUC 09134-2006N
Rockland Electric Company
Electric Service
Settlement Agreement
Depreciation Expenses
For Twelve Months Ending December 31, 2006
(000's)
(12+0)
Test Year Test Year
Submitted Settiement As
by Company Adjustments Adjusted
(12+0) Depreciation Expense $ 2023 $ - $ 2023 $
Post Test Year Adjustments
Adjustment to annualize depreciation & rate change 117 (95) 22
Post Test Year Additions (excl Smart Grid & Reliability) 164 - 164
Smart Grid Pilot Projects B 42 42) -
Reliability Projects 37 (37) -
Adjustment for depreciation - post test year additions 243 (79) 164
Adjustment for Removal Costs 518 (156)
Total Post Test Year Adjustments 878 (330)
Total Depreciation Expenses $ 2,901 § {330)

Revenue
Increase/

{Decrease)

Schedule B
Page 4 of 8

Rate Year
Revenue

Requirement
$ 2,023

22

164
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Rockland Electric Company
Electric Service
Settlement Agreement
Taxes Other Expenses
For Twelve Months Ending December 31, 2006

(000's)
(12+0)
Test Year Test Year
Submitted Settiement As
by Company Adjustments Adjusted
(12+0) Other Tax Expense $ 7765 % - 3 7.765
Post Test Year Adjustments
Adjustment for Payroll Taxes 25 - 25
Total Post Test Year Adjustments 25 - 25
$ - $ 7,790

Total Other Tax Expenses $ 7,790

$

Revenue
Increase/

(Decrease)

Schedule B
Page 5 of 8

Rate Year
Revenue

Requirement

$

7,765
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OPERATING INCOME BEFORE INCOME TAXES
LESS: INTEREST EXPENSE
BOOK INCOME BEFORE INCOME TAXES

SECTION | - ADJUSTMENTS TQ PRETAX INCOME
ADD: ADDITIONAL TAXABLE INCOME AND

UNALLOWABLE DEDUCTIONS:
AVOIDED INTEREST CAPITALIZED
BOOK DEPRECIATION

TOTAL

DEDUCT: NONTAXABLE INCOME AND ADDITIONAL
ALLOWABLE DEDUCTIONS:
TAX DEPRECIATION
TOTAL

PRETAX INCOME

SECTION Il - NORMALIZED ITEMS
ADD: ADDITIONAL TAXABLE INCOME AND
UNALLOWABLE DEDUCTIONS:
CONTRIBUTIONS IN AID OF CONSTRUCTION
AMORTIZATION OF MERGER COSTS
AMORTIZATION OF R&D EXPENDITURES

AMORTIZATION OF NJ AUDIT OF COMPETITIVE SERVICE

AMORTIZATION OF NJ SYSTEM RELIABILITY AUDIT
AMORTIZATION OF MANAGEMENT AUDIT COSTS
AMORTIZATION OF RAMAFO PROPERTY TAXES
AMORTIZATION OF RATE CASE COSTS

TOTAL NORMALIZED ADDITIONS

DEDUCT: NONTAXABLE INCOME AND ADDITIONAL
ALLOWABLE DEDUCTIONS:
TAX DEPRECIATION - CIAC
TAX DEPRECIATION (NORMALIZED)
COST OF REMOVAL
RATE CASE COSTS (SCHEDULE 9)
BOND REDEMPTION COSTS
TOTAL NORMALIZED DEDUCTIONS

TAXABLE INCOME OR (LOSS)

ADD: DEPRECIATION DEDUCTED ABOVE
LESS: DEPR ON POST 1997 ADDITIONS
PRE-1998 DEPRECIATION

DEDUCT: NJ DEPRECIATION

STATE TAXABLE INCOME OR (LOSS)

CURRENT STATE INCOME TAX @ 9%

BOOK INCOME BEFORE SIT

CURRENT STATE INCOME TAX @ 9%
DEFERRED CBT -

Schedule B
Page 6a of 8
Rockland Electric Company
Electric Service
Settiement Agreement
New Jersey Corporate Business Tax
For Tweive Months Ending December 31, 2006
(000's)
(12+0)
Proposed Test Year Revenue Rate Year
Test Year Settiement As Increase/ Revenue
by Company SchB Adjustments Adjusted {Decrease) Requirement
‘aget § 3901 § 8075 § 6382 § 15,457
(74) 4,323 - 4,323
3,975 4,752 6,382 11,134
172 - 172 172
2,901 {252) 2,649 2,649
3,073 (252) 2,821 2,821
1812 {95) 1,717 1.717
1.812 (95) 1,717 1717
2,039 3818 5,856 6,382 12,238
548 548 548
208 | 208 208
10 10 10
9 9 9
3 3 3
8 8 8
4 4 4
130 ) 130 130,
920 920 920
502 - 502 502
2478 95 2,573 2,573
1,095 (156) 939 939
500 - 500 500
{137y - (137) (137)
4,438 (61) 4,377 4,377
{1.479) 3.879 2,399 8,382 8,781
4,792 . 4,792 4,792
644 - 844 644
4,148 4,148 4,148
5,503 . 5,503 5,503
(2,834) 3.879 1,044 6.382 7.426
(255) 349 94 574 668
778 3.975 4,752 6,382 11,134
(255) 349 94 574 668
380 44 . 424 - 424
S 125 $ 393 - § 518 § 574 § 1,092

TOTAL CBT TAX
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Schedule B
Page 6b of 8

Rockland Electric Company
Electric Service
Settlement Agreement
Income Tax Interest Expense Deduction
For Twelve Months Ending December 31, 2006
(000's)

12/31/06
Proposed 12/31/06
Test Year Increase/ Test Year

by Company (Decrease) Settlement

Rate Base $ 136,536 $ (5,540) $ 130,996
Embedded Cost of Debt 3.22% 3.30%

Interest Deduction 3 439 $ (74) $ 4,323
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Scheduie B
Page 7aof 8
Rocikiand Electric Company '
Electric Service
Settiement Agreement
Federal income Tax
For Tweive Months Ending December 31, 2008
{000's)
12+0 . 12+0 .
Proposed Test Year Revenue Rate Yoar
Test Year Settiement As Increase/ Revenus
OPERATING INCOME BEFORE INCOME TAXES $ 5174 Paget § 3901 § 9075 $ 6382 § 15,457
LESS: NJ CORPORATE BUSINESS TAX 125 393 518 574 1,092
INTEREST EXPENSE 4,396 T4 4323 - 4,323
BOOK INCOME BEFORE FIT 653 3,582 4,234 5.808 10,042
TION 1 -
ADD: ADDITIONAL TAXABLE INCOME AND
UNALLOWABLE DEDUCTIONS:
AVOIDED INTEREST CAPITALIZE c- 172 - 172 172
BOOK DEPRECIATION : 2,901 . (252) 2,649 2,649
TOTAL 3,073 . {252) 2,821 2,821
DEDUCT: NONTAXABLE INCOME AND ADDITIONAL
ALLOWABLE DEDUCTIONS: . ,
TAX DEPRECIATION (FLOW THRU) 1,812 (95) 1,717 - 1,717
TOTAL 1,812 (95) 1,717 . 1.717
PRETAX INCOME 1.914 3,425 5,338 5,808 11,148
SECTION II - NORMALIZED ITEMS
ADD: ADDITIONAL TAXABLE INCOME AND
UNALLOWABLE DEDUCTIONS:
CONTRIBUTIONS IN AID OF CONSTRUCTION 548 - 548 548
AMORTIZATION OF MERGER COSTS 208 - 208 208
AMORTIZATION OF R&D EXPENDITURES 10 - 10 10
AMORTIZATION OF NJ AUDIT OF COMPETITIVE SERVICES 9 - 9 9
AMORTIZATION OF NJ SYSTEM RELIABILITY AUDIT 3 - 3 3
AMORTIZATION OF MANAGEMENT AUDIT COSTS a8 - 8 8
AMORTIZATION OF RAMAPQO PROPERTY TAXES 4 - 4 4
AMORTIZATION OF RATE CASE COSTS 130 - 130 130
STATE DEFERRED TAX DEDUCTION 380 44 424 - 424
TOTAL NORMALIZED ADDITIONS : 1,300 44 1,344 ' 1,344
DEDUCT: NONTAXABLE INC. & ALLOWABLE DEDUCT.
TAX DEPRECIATION - CIAC 502 - 502 502
TAX DEPRECIATION (NORMALIZED FOR FEDERAL INCOME TAX PURPOSE! 2,478 95 2,573 2513
COST OF REMOVAL 1,095 {156) 939 . -939
RATE CASE COSTS (SCHEDULE 9) - 500 - 500 500
BOND REDEMPTION COSTS {137) - {137) (130
TOTAL NORMALIZED DEDUCTIONS . 4,438 (81) 4,317 - 4,377
TAXABLE INCOME OR (LOSS) ‘1 22‘! 3,530 2.305 5‘808 Bl1 13
INCOME TAX (348) 1,445 1,099 2,033 2,839
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Scheduie B
Page Tb of 8
Rockiand Electric Company
Electric Service
Settiernent Agreement
Federai Income Tax
For Tweive Months Ending December 31, 2008
12+0 12+
Proposed Test Year Revenue Rate Year
Test Year Settlement As Increase/ Reverue
bvCompany SchB Adiustments Adiusted (Decrease]  Bequicement
CURRENT FEDERAL INCOME TAX ‘3462 1,445 1,099 2033 2.839
FERRED F! RAL INCOME TAX APPLI TQ:
TAX DEPRECIATION - CIAC 157 - 157 - 157
TAX DEPRECIATION (NORMALIZED FOR FEDERAL INCOME TAX PURPC 858 34 889 - 889
COST OF REMOVAL 3ré (44) 332 - 332
RATE CASE COSTS (SCHEDULE 9) 175 - 175 - 175
BOND REDEMPTION COSTS (50) - (50) - (50)
DEFERRED FEDERAL INCOME TAX ON SCHEDULE M DEDUCTIONS 1,513 (10) 1,503 - 1,503
AMORTIZATION OF DEFERRED INCOME T.
CONTRIBUTIONS IN AID OF CONSTRUCTION 192 192 - 192
AMORTIZATION OF MERGER COSTS 73 n - 73
AMORTIZATION OF R&D EXPENDITURES 4 .4 - 4.
AMORTIZATION OF NJ AUDIT OF COMPETITIVE SERVICES (SEE SCHEL 3 3 - 3
AMORTIZATION OF NJ SYSTEM RELIABILITY AUDIT {SEE SCHEDULE 1C 1 1 - 1
AMORTIZATION OF MANAGEMENT AUDIT COSTS (SEE SCHEDULE 10) 3 3 - 3
AMORTIZATION OF RAMAPO PROPERTY TAXES (SEE SCHEDULE 10) 1 1 - 1
AMORTIZATION OF RATE CASE COSTS (SEE SCHEDULE 9) 45 45 - 45
STATE DEFERRED TAX DEDUCTION 108 108 - 108
TOTAL AMORTIZATION OF DEFERRED FEDERAL INCOME TAX 430 - 430 - 430
TOTAL DEFERRED FEDERAL INCOME TAX 1,083 (19 1,073 - 1,073
MMARY Fi RAL INCOME T.
CURRENT FEDERAL INCOME TAX (346) 1,445 1.099 2,033 3,132
DEFERRED FEDERAL INCOME TAX 1,083 (10) 1,073 - 1,073
DEFERRED ITC (97) (97) (97) - {87
FEDERAL INCOME TAX EXPENSE FOR PERIOD 640 1,338 2,075 2.033 4,108
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Rockiand Electric Company
Electric Service
Settiement Agreement
Rate Base
For Twelve Months Ending December 31, 2006
(000's)
12+0
Proposed Rate Year
Test Year Settlement Revenue
by Company Adjustments Requirement
Utility Plant:

Plant In Service (excl. Reliability & Smart Grid Projects) $ 195,939 $ - $ 195939
Incremental Reliability Projects 1,573 (1,573) -
Smart Grid Pilot Projects 1,671 ___(1.6711) -

Subtotal Plant In Service o ' 199,183 (3.244) $ 195,939

Plant Held For Future Use 209 - - 209

CWIP Not Taking Interest 1,955 - 1,955
Total Utility Plant 201,347 (3,244) 198,103

Utility Plant Reserves:
Accum Prov Depr (excl. Reliability & Smart Grid Projects) (56,049) -
Incremental Reliability Projects (21) ’ 21
Smart Grid Pilot Projects (19) 19
Subtotal Accum. Prov. For Deprec. of Plant In Service (56,089) 40 (56,049)
Accum. Prov. For Deprec. Of Plant Held for Future Use 1 - -1
Total Utility Piant Reserves (56,088) 40 (56,048)
Net Plant 145,259 (3,204) 142,055
Working Capital Requirements:
O&M Expenditures : . 6,321 214 6,535
Materials & Supplies o 2,834 : - 2,834
Prepayments 1,184 - 1,184
R & D Expenditures - Net of Income Tax 30 - (30) -
Deferred BPU Audit / Ramapo Excess Tax Refund 73 o (73) -
Cost to Achieve - Merger 468 (468) -
Total Additions To Plant - 10,910 (357) 10,553
Deductions From Net Plant 7
Net Pension/OPEB Liability . 351 - . 351
Customer Deposits _ : 2172 - 2,172
Customer Advances for Construction . 292 - 292
Accum. Deferred FIT (Plant excl. Reliability & Smart Grid) 16,806 - 16,806
Accum. Deferred FIT (Reliability & Smart Grid) 8 (8) -
Accum. Deferred FIT - Bond Redemption 4 - 4
Consolidated Tax Adjustment - 1,987 1,987
Total Deductions To Plant 19,633 1,979 21,612

Total Electric Rate Base $ 136,536 $ (5,540) % 130,996
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Schedule B
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Rockland Electric Company
Electric Service
Settlement Agreement
Working Capital Allowance .
For Twelve Months Ending December 31, 2006
(000's)
Distribution
Distribution (Lead) / Dollar
Amount Lag Days Days
Revenue Recovery $ 158,234,493 38.1 $ 6,034,903,087
Sales tax 9,488,070 38.1 361,865,351
167,722,563 6,396,768,438
Purchased Power Expenses:
BGS : 86,377,000 359 3,102,373,917
O&R 13,235,179 45.0 595,583,050
Salaries & Wages ' 9,048,857 8.2 73,966,947
Pensions 5,947,094 0.5 2,713,853
OPEBs 2,072,904 86.8 179,946,726
Employee Welfare Expenses 1,679,983 23.0 38,673,751
Joint Operating Expense 2,675,667 45.0 120,405,025
Operating Reserve Accrual 99,286 1,086.5 107,876,457
Uncollectible Accounts Accrual 170,163 38.1 ' 6,489,834
Material & Supplies issues 152,456 . -
Other O&M ’ B . - 16,755,782 32.3 540,428,937
Amortizations: '
Storm Reserve : 26,000
Costs to Achieve-Merger 187,084
Rate Case Costs ’ 11,000
Research & Development 10,000
BPU Assessment 350,882 - -
Pensions (354,480) - .-
OPEBs 1,230,865 - s
Prior SFAS 87 Pension Recoveries 103,100 - -
Prior SFAS 106 OPEB Recoveries 23,063 - -
Depreciation & Amortization 2,532,068 - -
Amort of Excess Property Tax 38,496 - -
Taxes Other Than Income Taxes 7,712,721 (37.6) (290,272,141)
New Jersey Sales & Use Tax 77,451 354 2,743,039
New Jersey Sales Tax (UTUA) 9,488,070 (51.3) (486,263,567)
income Taxes: »
Federal Income Tax 1,099,000 37.5 41,212,500
Deferred Federal Income Tax - - -
Investment Tax Credit : - - -
Corporate Business Tax (State) ' 518,000 (46.8) (24,216,500)
Return on Invested Capital 6,482,000 - -
Total Requirement $ 167,749,690 240 $§ 4,011,661,827
Variance between revenues and expenses $ (27.127)
Net Lag ' 141 $ 2,385106,611

Net Requirement (Net Lag / 365 ) $ 6,534,539




ROCKLAND ELECTRIC COMPANY

Calculation of Proposed Distribution Rates
Including Sales and Use Tax @ 7.0%

Service Classification No. 1
Customer Charge ($/mo)
Energy:

First 250 kWh -S ($/kWh)
First 250 kWh -W ($/kWh)
Over 250 kWh -S ($/kWh)
Over 250 kWh -W ($/kWh)
Water Heat -S ($/kWh)
Water Heat -W ($/kWh)
Space Heat -W ($/kWh)

Service Classification No. 2
Customer Charge ($/mo)
Demand:

First 5 kW -S ($/kW)

First 5 kW -W ($/kW)

Over 5 kW -S ($/kW)

Over 5 kW -W ($/kW)
Energy:

First 4,920 kWh -S ($/kwWh)

First 4,920 kWh -W ($/kWh)
Second Block - Summer
Second Block - Winter
Over 60k or 300HU - Summer
Over 60k or 300HU - Winter

Space Heat -S ($/kWh)

Space Heat -W ($/kWh)

Service Classification No. 3
Customer Charge ($/mo)
Energy:

Peak -S ($/kWh)

Peak -W ($/kWh)

Off Peak - Summer

Off Peak - Winter

Proposed
Distribution
Excl SUT

3.63

0.03281
0.03281
0.03821
0.03281
0.02689
0.02689
0.02310

6.92

0.00
0.00
3.19
2.74

0.03544
0.03249
0.02544
0.02544
0.01260
0.01260
0.03413
0.02204

4.64

0.04350
0.03934
0.01767
0.01767

Proposed
Distribution
SUT

0.25

0.00230
0.00230
0.00267
0.00230
0.00188
0.00188
0.00162

0.48

0.00
0.00
0.22
0.19

0.00248
0.00227
0.00178
0.00178
0.00088
0.00088
0.00239
0.00154

0.32

0.00305
0.00275
0.00124
0.00124

SCHEDULE C
Page 1 of 4

Proposed
Distribution
Incl SUT

3.88

0.03511
0.03511
0.04088
0.03511
0.02877
0.02877
0.02472

7.40

0.00
0.00
3.41
2.93

0.03792
0.03476
0.02722
0.02722
0.01348
0.01348
0.03652
0.02358

4.96

0.04655
0.04209
0.01891
0.01891



ROCKLAND ELECTRIC COMPANY
Calculation of Proposed Distribution Rates
Including Sales and Use Tax @ 7.0%

Proposed Proposed
Distribution Distribution
Excl SUT SuT
Service Classification No. 5
Customer Charge ($/mo) 3.63 0.25
Energy:
First 250 kWh - Summer 0.03157 0.00221
First 250 kWh - Winter 0.03157 0.00221
Next 450 kWh -S ($/kWh) 0.03618 0.00253
Next 450 kWh -W ($/kwWh) 0.03157 0.00221
Over 700 kWh -S ($/kWh) 0.03933 0.00275
Over 700 kWh -W ($/kWh)* 0.03687 0.00258
Over 700 kWh -W ($/kWh) 0.03687 0.00258
Service Classification No. 7
Customer Charge ($/mo) 138.26 9.68
Demand '
Period | ($/kW) 1.97 0.14
Period I ($/kW) 0.49 0.03
Period IIt ($/kW) 1.81 0.13
Period IV ($/kW) 0.49 0.03
Energy:
Period | ($/kWh) 0.01649 0.00115
Period if ($/kWh) 0.01297 0.00091
Period lii ($/kWh) 0.01649 0.00115
Period IV ($/kWh) 0.01297 0.00091
Space Heat -S ($/kWh) 0.03411 0.00239
Space Heat -W ($/kWh) 0.02203 0.00154

* Rate Differential for SC 5 Customers connected prior to April 24, 1992 eliminated.

SCHEDULE C
Page 2 of 4

Proposed
Distribution
Incl SUT

3.88

0.03378
0.03378
0.03871
0.03378
0.04208
0.03945
0.03945

147.94

2.1
0.52
1.94
0.52

0.01764
0.01388
0.01764
0.01388
0.03650
0.02357



ROCKLAND ELECTRIC COMPANY

Calculation of Proposed Distribution Rates
~ Including Sales and Use Tax @ 7.0%

Service Classification No. 4

5800 SV ($/luminaire/mo.)

9500 SV
16000 SV
27500 SV
46000 SV
16000 SV Offset
27500 SV
46000 SV

1000 OBI

2500 OBI

6000 CB
4000MV

7900 MV
12000 MV
22500 MV
40000 MV
59000 MV
4000 MV

7900 MV

7900 MV Offset

15 Foot Brackets
Undrg - Co. Owned
Undrg - Cust. Owned

Proposed Proposed
Distribution Distribution
Excl SUT SUT
4.73 0.33
5.18 0.36
6.35 0.44
8.19 0.57
13.25 0.93
12.50 0.88
10.66 0.75
15.08 1.06
3.16 0.22
4.34 0.30
6.85 0.48
4,29 0.30
5.15 0.36
6.75 0.47
8.69 0.61
13.35 0.93
17.05 1.19
6.43 0.45
7.96 0.56
9.29 0.65
0.28 0.02
10.41 0.73
2.53 0.18

SCHEDULE C
Page 3 of 4

Proposed
Distribution
Incl SUT

5.06
5.54
6.79
8.76
14.18
13.38
11.41
16.14
3.38
4.64
7.33
4.59
5.51
7.22
9.30
14.28
18.24
6.88
8.52
9.94

0.30
11.14
2.7



Service Classification No. 6
5800 SV ($/luminaire/mo.)
9500 SV

16000 SV

5800 sV

9500 SV

16000 SV
27500 SV
46000 SV
27500 Sv
46000 SV
16000 SV Offset
4000 MV

7900 MV

22500 MV

4000 MV

7900 MV

22500 MV

1000 In

2500 In

12000 MV
40000 MV
59000 MV

15 Foot Brackets

Service Classification No. 6
Customer Charge - Metered
Customer Charge - Unmetered
Energy (kWh) - Summer
Energy (kWh) - Winter

ROCKLAND ELECTRIC COMPANY
Calculation of Proposed Distribution Rates
Including Sales and Use Tax @ 7.0%

Proposed
Distribution
Excl SUT

3.03
3.66
3.99
4.15
4.59
5.68
7.36
12.11
7.36
12.11
10.89
4.64
5.46
8.89
5.08

5.91

9.38
4.11
5.41
7.48
13.91
17.50

0.28

7.01
1.46
0.03946
0.03946

Proposed
Distribution
SUT

0.21
0.26
0.28
0.29
0.32
0.40
0.52
0.85
0.52
0.85
0.76
0.32
0.38
0.62
0.36
0.41
0.66
0.29
0.38
0.52
0.97
1.23

0.02

0.49
0.10
0.00276
0.00276

SCHEDULE C
Page 4 of 4

Proposed
Distribution
incl SUT

3.24
3.92
4.27
4.44
4.91
6.08
7.88
12.96
7.88
12.96
-11.65
4.96
5.84
9.51
5.4
6.32
10.04
4.40
5.79
8.00
14.88
18.73

0.30

7.50
1.56
0.04222
0.04222
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"SUPERSEDING REVISED LEAF NO 20

4

)

(6)

RATE — SIX PART - MONTHLY: (Continued)

(3) Transmission Charge

* Definition of Summer Billing Months

SERVICE CLASSIFICATION NO. 1
RESIDENTIAL SERVICE (Continued)

These charges apply to all customers taking Basnc Generation Service from the Company.
These charges are also applicable to customers located in the Company's Central and Western
Divisions and obtaining Competitive Energy Supply. These charges are not applicable to
customers located in the Company's Eastern Division and obtaining Competitive Energy Supply.
The Company's Eastern, Central and Western Divisions are defined in General Information
Section No. 1.

Summer Months* Other Months

1.209 ¢perkWh .  1.209 ¢ per kWh
1.209 ¢ per kWh 1.209 ¢ per kWh

First 250 kWh..................
Over 250 kWh.................

e®

Societal Benefits Charge

In accordance with General Information Section 29, a Societal Benefits Charge shall be assessed
on all kWh delivered hereunder.

Securitization Charges - { ¥

In accordance with General Information Section 32, the Securitization Charges shall be assessed
on all kWh delivered hereunder. 1

Customers taking Basic Generation Service from the Company will be billed for such service in
accordance with General Information Section No. 28.

Basic Generation Service

June through September

(Continued)
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A

SPECIAL PROVISIONS (Continued)

- SPACE HEATING s

. SHORT TERM SERVICE R

. BUDGET BILLING PLAN ' A

SERVICE CLASSIFICATION NO. 1
RESIDENTIAL SERVICE (Continued)

WATER HEATING (Continued)

Gallons 40 50 66 82 110
Upper Element, Maximum Watts 4500 1500 2500 3000 4000
Lower Element, Maximum Watts 4500 1000 1500 1500 - 2500

The 40 gallons heater is restricted to use in mobile homes and individual apartments.

All use in excess of 1,100 kWh monthly will be billed at a Distribution Charge of 4.088 ¢ per
kWh during the summer billing months and 2.472 ¢ per kWh during the other billing months.
Use less than or equal to 1,100 kWh will be billed at the rates and charges contained in
RATE —~ SIX PART - MONTHLY.

This provision is applicable where permanently installed electric space heating equipment
is the sole source of the space heating, excluding fireplaces, on the premises. This
special provision is not available for new service locations connected on or after March
15, 1984. -

Customers desiring service under this schedule for less than six months, where service is
already installed, shall pay in advance the contract minimum as specified under "Minimum
Charge Each Contract Each Location" or under an applicable line extension agreement, or, if
the estimated bill for two months or such shorter period as service may be desired exceeds
the contract minimum, the Company reserves the right to request a deposit equal to this
estimated bill. A part of a month shall be considered a fuil month for computing all charges
hereunder. :

X

Any customer taking service hereunder may, upon request, be billed monthly in accordance
with the budget billing plan as provided for in General Information Section 6A of this tariff.

Lo
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SUPERSEDING - REVISED LEAF NO. 23A

SERVICE CLASSIFICATION NO. 2
GENERAL SERVICE (Continued)

TERMS OF PAYMENT:

Bilis are due when rendered. If bill is not paid within fifteen days from date rendered, service
may be disconnected after suitable written notice.

TERM:

(a) Secondary service is terminable at any time after one year uniess a longer period is
required under a line extension agreement.

(b) Primary service for demands up to and including 3,000 kW: The agreement for service
shall be terminable at any time after one year upon ninety days written notice.

(c) Primary service for demands in excess of 3,000 kW: The agreement for service shall
provide for an initial term of five (5) years, to continue thereafter for five-year periods until
and unless terminated by either party by giving notice in writing to the other party not iess
than ninety (90) days prior to the termination of the initial term or any subsequent renewal
period.

A customer's demand shall be deemed to be in excess of 3,000 kW if the actual demand of the
customer shall exceed 3,000 kW for any six monthly billing periods in any twelve (12) month
period.

With respect to primary service under (b) or (c), the Company reserves the right to require a
longer initial term where special construction is required to furnish the service.

SPECIAL PROVISIONS:

A. SHORT TERM SECONDARY SERVICE

When short term service is requested, the Company reserves the right to require a deposit of
the estimated bill for the period service is desired. The minimum charge for such short term
service shall be an amount equal to six times the minimum monthly charge, payable in
advance. When construction is necessary, the cost of installation and removal of all
equipment, less salvage value, shall be borne by the customer, and a sufficient amount to
cover these charges shall be paid in advance. A part of a month shail be considered a full
month for computing all charges hereunder.

(Continued)
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SERVICE CLASSIFICATION NO. 3
RESIDENTIAL TIME-OF-DAY HEATING SERVICE (Continued)

MINIMUM CHARGE EACH CONTRACT EACH LOCATION:
The Customer Charge, not less than $59.52 per contract.
TERMS OF PAYMENT:

Bills are due when rendered. If bill is not paid within fifteen days from date rendered,
service may be disconnected after suitable written notice.

TERM:

The initial term of service shall be one year. Customers opting for this rate shall not be
entitled to service at the same location under the Company's Service Classification Nos. 1
or 5 until one year from the date of service or thereafter on the annual anniversary date
upon 5 days' prior written notice.

EXTENSION OF FACILITIES:

Where service is supplied from an extension the charges thereon shall be determined as
provided in General Information.

(Continued)
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REVISED LEAF NO. 32
SUPERSEDING - REVISED LEAF NO. 32

SERVICE CLASSIFICATION NO. 7
LARGE GENERAL TIME-OF-DAY SERVICE (Continued)

MINIMUM MONTHLY CHARGE:
The Customer Charge

DEFINITION OF RATING PERIODS:

Period 10:00 a.m. to 10:00 p.m. prevailing time, Monday through Friday except holidays,
June through September.

Period Il - 10:00 p.m. to 10:00 a.m. prevailing time, Monday through Friday and all hours
on Saturday, Sunday and holidays, June through September.

Period llt -  10:00 a.m. to 10:00 p.m. prevaiiing time, Monday through Friday except holidays,
October through May.

Period IV - 10:00 p.m. to 10:00 a.m. prevailing time, Monday through Friday, all hours on
Saturday, Sunday and holidays, October through May.

For the purposes of this section holidays are: New Year's Day, Memorial Day, Independence Day.
Labor Day, Thanksgiving Day and Christmas Day.

DETERMINATION OF DEMAND:

The billing demand, for each of the rating periods above, shall be defined as the highest 15-
minute integrated kW demand determined during each rating period by the use of a suitable
demand indicator. but not less than 90% of the kVA demand.

(Continued)
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SCHEDULE E

ROCKLAND ELECTRIC COMPANY

Summary of Total Revenue Impacts

Total Total

Service Total Sales Current Revenue Proposed Revenue Change Percent
Classification (Mwh) ($000s) {3000s) ($000s) Change
SC1 734,490 $87,068.4 $90,108.2 $3,039.9 3.49%
SC2 . 700,541 77,169.8 79,841.8 2,672.0 3.46%
SC3 - 306 315 325 0.9 291%
SC4 6,806 915.7 1,035.2 119.5 13.05%
: SCS5 19,353 2,166.4 2,248.0 81.6 3.77%
SC 6 Dusk to Dawn 3,334 402.6 447.1 445 11.04%
SC 6 Energy Only 2,149 227.5 2374 2.9 4.36%
SC 6 Total 5,483 630.1 684.5 54.4 8.63%
scr 198,690 18,4459 18,882.9 437.0 2.37%
1,665,669 $186,427.7 $192,833.0 $6,405.3 3.44%

Proposed Revenue Requirement $6,400.0

Over/(Under) $5.3

Note: (1) An estimated electric supply cost for SC 7 retail access customers has been included in total revenue.
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PAGE 1 OF 2
ROCKLAND ELECTRIC COMPANY
DEPRECIATION RATES
AVERAGE :
FERC o LIFE SERVICE NET Annual
ACCT ACCOUNT TITLE TABLE LIFE SALVAGE Rate

INTANGIBLE PLANT
301000 ORGANIZATION
302000 FRANCHISE & CONSENTS .
303820 NJ REAL TIME PRICING (A) - Amort

TRANSMISSION PLANT
350000 LAND - EASEMENTS
350100 LAND & LAND RIGHTS - FEE - - -
352000 STRUCTURES & IMPROVEMENTS h2.0 50 - 2.00
353000 STATION EQUIPMENT h15 35 - 2.86
354000 TOWERS AND FIXTURES-WOOD/STEEL h3.0 60 - 1.67
355000 POLES AND FIXTURES h3.0 50 - 2.00
356000 OH CONDUCTOR AND DEVICES h20 60 - 167 %
356100 OH COND & DEV - CLEARING h20 60 . 167 ;
357000 UNDERGROUND CONDUIT h2.0 50 - 200
358000 UG CONDUCTOR AND DEVICES h3.5 30 - 3.33
358100 UG COND & DEV - CLEARING h3.5 30 - 3.33
359000 ROADS AND TRAILS h3.0 60 - 1.67

DISTRIBUTION PLANT
360000 LAND - EASEMENTS : - -
360100 LAND & LAND RIGHTS - FEE - - -
361000 STRUCTURES & IMPROVEMENTS h3.0 65 - 1.54
362000 STATION EQUIPMENT h15 45 - 222
364000 POLES, TOWERS & FIXTURES h15 50 - 2.00
365000 OH CONDUCTOR & DEVICES h15 55 - 1.82
365100 OH COND & DEV - CAPACITORS h15 30 - 3.33
366000 UNDERGROUND CONDUIT h2.0 55 - 1.82
367000 UG CONDUCTOR AND DEVICES h15 55 - 1.82
367100 UG COND & DEV - CABLE CURE h15 55 - 1.82
368000 TRANSFORMERS - OH & UG h1.0 40 - 2.50
369100 SERVICES - OVERHEAD h20 50 .- 2.00
369200 SERVICES - UNDERGROUND h2s 50 - 2.00
370100 METER PURCHASES h1.0 50 - 2.00
370200 METER INSTALLATIONS h1.0 50 - 2.00
370300 DEMAND REC & PURCHASES h1.0 50 - 2.00
370600 SURGE PROTECTORS h15 15 - 6.67
371000 INST ON CUSTOMER PREM h2.0 40 - 2.50
373100 STREETLIGHTING - OH h1.0 35 2.86

373200 STREETLIGHTING - UG h1.0 35 2.86



SCHEDULEF

PAGE 2 OF 2
ROCKLAND ELECTRIC COMPANY
DEPRECIATION RATES
AVERAGE
FERC LIFE SERVICE NET Annual
ACCT ACCOUNT TITLE . TABLE LIFE SALVAGE Rate
PLANT HELD FOR FUTURE USE
357069 UNDERGROUND CONDUIT h 2.0 50 2.00
361009 STRUCTURES & IMPROVEMENTS h3.0 65 1.54
GENERAL PLANT
389100 LAND & LAND RIGHTS - FEE - -
390000 STRUCTURES & IMPROVEMENTS h1s 55 - 1.82
390103 STRUCT & IMP - SADDLE RIVER (A) - - Amort
391100 OFFICE FURN & EQ - FURNITURE h1.0 25 . 4.00
391200 OFFICE FURN & EQ - MACHINES h0.5 20 - 5.00
391700 OFFICE FURN & EQ - EDP EQUIP h15 8 - 12.50
382100 TRANSPORTATION EQ - CARS h20 7 - 14.29
392200 TRANS EQ - LIGHT TRUCKS h20 7 - 42 1
392300 TRANS EQ - HEAVY TRUCKS h3.0 10 - 10,00 i
392400 TRANS EQ - TRAILERS h3.0 10 - 1000
393000 STORES EQUIPMENT h15 25 - 4.00
394000 TOOLS & WORK EQUIPMENT - h15 20 - 5.00
394200 GARAGE EQUIPMENT h2.0 30 - 3.33
395000 LABORATORY EQUIPMENT h15 30 - 3.33
196000 POWER OPERATED EQUIPMENT h25 20 - 5.00
197000 COMMUNICATION EQUIPMENT h15 20 - 5.00
97100 COM EQ - TELE. SYS. COMPUTER h15 8 B 12.50
97200 COM EQ - TELEPHONES h15 20 K 5.00
98000 MISCELLANEOUS EQUIPMENT h15 25 ) 4.00
UNALLOCATED RESERVE AMORTIZATIONS (ANNUAL AM .
19010 AMORTIZATION UNALLOCATED RESERVE $ (1.176,000)
19020 AMORTIZATION UNALLOCATED C.O.R. RESERVE (876.615)
9030 CURRENT PROVISION FOR COST OF REMOVAL , 365,000
9040 NET SALVAGE DEFICIENCY (76 MONTH AMORT.) 147,385

EGATIVE AMOUNTS ARE REDUCTIONS TO THE RESERVE BALANCE, POSITIVE NUMBERS ARE INCREASES
O THE DEPRECATION RESERVE.





