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29. ENERGY COST ADJUSTMENT MECHANI SM

The charges for electric energy delivered and/or supplied under all Service
Classifications shall be adjusted each nonth upward or downward by the conponents
of the Energy Cost Adjustnent Mechanism as appropriate, all as defined bel ow

Fact or _of Adj ust nent

The factor of adjustment is used to adjust certain costs for |ost and unaccount ed
for kilowatthours. The factor of adjustment shall be set at 1.0437 and will be
determ ned in each Conpany rate case. To the extent that the conmponents of the
Energy Cost Adjustnent Mechani sm as defined bel ow, are determ ned based on sal es
rather than output, this factor shall not be applied to these conponents.

Mar ket Price Charge (MPC)

The MPC, also referred to as the Purchased Power Recovery nechanismin the Joint
Proposal in Case 00-E-1273, as approved by the Public Service Comrmission inits
Order issued and effective October 25, 2001, is designed to recover the market
cost of providing electric power supply to full service delivery custoners.

The MPC includes, but is not limted to, the cost of all commdity related
purchases, including energy, installed capacity, risk managenent and fees and
charges assessed by the New York State |Independent System Operator (NYlI SO, as
well as all ancillary charges incurred prior to February 1, 2002, made by the
Conpany on behalf of its full service customers. Energy and installed capacity
provi ded from the Conpany's own generation and/or purchased from | ndependent
Power Producers (IPP) and retained for |oad nodification purposes, and/or
purchased under either the Transition Power Agreement or the Purchased Power
Agreenent (Agreements), including such purchases under these Agreenents that are
transacted through financial arrangenents, will be included in the MPC at the
cost the Conpany woul d have incurred if this energy and installed capacity were
purchased solely fromthe Nyl SO market, as cal cul ated on a | oad-wei ghted aver age

mar ket price based on available NYISO billing data at the end of each month. An
al | owance for bad debts and working capital costs will also be included in the
MPC.
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