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NI AGARA MOHAVWK POAER CORPORATI ON
300 Erie Blvd. West
Syracuse, New York 13202

April 27, 2001

Honor abl e Janet H. Deixler, Secretary
Publ i c Service Comm ssion

3 Enpire State Pl aza

Al bany, New York 12223

RE: Case Nos. 94-E-0098 and 94- E- 0099
Proceedi ngs on Mdtion of the Conm ssion as to the Rates
Charges, Rules and Regul ati ons of N agara Mbhawk Power Cor poration
for Electric Service and Electric Street Lighting Service

Dear Secretary Deixler:

Encl osed for filing with the New York State Public Service Conm ssion
(the "Commi ssion") are N agara Mhawk Power Corporation's ("N agara Mhawk" or
"Conpany") tariff amendnments and schedul es in conpliance with the
Conmmi ssion's: 1) Opinion No. 98-8, Opinion and Order Adopting Terms of the
Settl enent Subject to Modifications and Conditions, issued and effective March
29, 1998, and 2) Order Concerning Tariff Amendnents Setting Rates for All
Customer C asses and Inplenenting a Retail Access Program issued and
ef fective August 26, 1998.

Identification of Tariff lLeaves

El eventh Revi sed Leaf No. 7
Seventh Revi sed Leaf No. 9
Fifth Revised Leaf No. 10
First Revised Leaf No. 14.1
El eventh Revi sed Leaf No. 19
Fifth Revised Leaf No. 22
First Revised Leaf No. 33.1
Ni nt h Revised Leaf No. 59
First Revised Leaf No. 67.1
Thirteenth Revised Leaf No. 73
Twel fth Revi sed Leaf No. 82
Fifth Revised Leaf No. 85

Si xth Revi sed Leaf No. 86
Third Revi sed Leaf No. 87
First Revised Leaf No. 95.1

Statement of Negative Conpetitive Transition Charge:
Statement No. 2
To PSC No. 214 Electricity

Ef fective: Septenmber 1, 2001

Rel ationship of this Conpliance Filing to Pendi ng Merger

A petition for approval of the nerger of N agara Mhawk's parent,
Ni agara Mohawk Hol dings, Inc., into the National Gid hol ding conpany system
i s pending before the Commi ssion in Case No. 01-M 0075. Under consideration
in that proceeding is a Joint Proposal for a long-termrate plan. (the
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petition and the rate plan hereinafter the "Merger Petition".) This
conpliance filing is entirely independent of the Merger Petition. As further
expl ai ned bel ow, N agara Mohawk is required under the terns of prior

Conmmi ssion orders to make this conmpliance filing at this time. The pendency
of the proposed nmerger does not affect this obligation on the part of N agara
Mohawk.

VWil e Ni agara Mohawk's conpliance filing is independent of the N agara
Mohawk/ Nati onal Gid Merger Petition, N agara Mhawk has endeavored to ensure
consi stency between this filing and that Petition to the greatest extent
possi bl e. For exanple, N agara Mhawk's conpliance filing is based on the
same sales forecast as the nmerger rate plan (adjusted to a rate year basis).
The revenue forecast is the sane as that set forth in the Merger Petition
with one major exception. As will be further explained under "Proposed
Unbundl ed Prices for P.S.C. No. 207 Electricity", the conpliance filing
refl ects no change in rates for delivery service even though N agara Mhawk is
entitled to seek one percent increases in non-comodity charges to be
effective in the fourth and fifth years of the Power Choice Settlenent
Agreenent, which was approved, with nodifications, in Opinion No. 98-8 (the
Settlenent, as approved, being referred to hereinafter as "Power Choice.")

Ni agara Mohawk believes it could fully justify one percent delivery rate

i ncreases for the fourth and fifth years of Power Choice. The Conpany believes
that the Merger Petition, if approved, would allow it to forego the one-
percent non-comodity price increases all owed under Power Choice. |If,

however, the Merger Petition is not approved for any reason, the Conpany
reserves the right to file for the non-comodity price increases allowed under
Power Choi ce.

It should be noted that the overall rate increases proposed in N agara
Mohawk' s compliance filing result entirely fromchanges in the conmodity
costs, which in turn, are driven by increased | SO charges, increases in
certain | PP contracts which are indexed to the price of natural gas, and
i ncreased market purchases due to the schedul ed expiration of certain supply
contracts. Niagara Mohawk furthernmore is proposing no rate design changes
(e.g., increased custonmer charges) even though the Conpany believes such
adj ustments woul d be cost-justified.

It also should be noted that this conpliance filing provides for the
| evelization of electric comodity rates for the two years addressed by the
filing. Levelized commdity pricing for Power Choice years 4 and 5 will
shield customers from projected year-to-year fluctuations in forecasted
comodi ty, thereby m nim zing custoner disruption and confusion

Description of Filing

This filing constitutes N agara Mhawk's conpliance with certain of the
Conmmi ssion's directives associated with the inplenentati on of Power Choice.
Specifically, the Settlenent Agreenent's Section 4.15 — Annual Tariff Filings,
states that during the termof the Settlement Agreenment the Conpany shoul d
make annual tariff filings to be effective on each anniversary of the Power
Choice Inplenentation date ("PID'). The initial PID was Septenber 1, 1998.
Section 4.15 al so states that the annual filings should be issued to the
Conmi ssi on approxi mately 120 days prior to the effective date and shoul d
reflect the terns of the Agreenment. Accordingly, this filing proposes PSC No.
214 Electricity prices and rule changes that woul d beconme effective Septenber
1, 2001 and remain in effect during the fourth and fifth years of the
Agreenent's term or the rate years for the twelve nonths endi ng August 31
2002 and the twel ve nonths endi ng August 31, 2003, respectively.

In accordance with the Settl enent Agreenent and associ ated Comm ssion
directives, this filing addresses the topics |listed below. A detailed
expl anation of these topics and their inmpacts on PSC No. 214 are contai ned
wi thin the conpanion PSC No. 207 filing being issued to the Conm ssion on this
dat e.
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1. Sal es For ecast
2. Proposed Unbundl ed Rates
3. Proposed revisions to Rule No. 29 — Delivery Charge Adjustnent
4. Proposed recovery of the State Income Tax (SIT) revenue
5. Revisions to Rule No. 39 Retail Access Programto elimnate
rei mbursement of ESCo ancillary service and NTAC costs.
6. Elimnation of Rule No. 42 — Custoner Service Back-out Credit
7. Proposed Rul e No. 43 - Transm ssi on Revenue Adjustment Charge
8. Proposed revisions to Rule No. 46- Electricity Supply Cost (ESCost)
9. Proposed revisions to Rule No. 48 — Administration of Standard Rate

Servi ce and Market Rate Service

10. Elimnation of Rule No. 49 — Adjustnents to Charges Pursuant to the
Negative Competitive Transition Charge Mechani sm

Newspaper Publication

Newspaper publication will be made in accordance with 16 NYCRR 136. 70 on
May 23, 30, June 6 and 13, 2001.

Exhi bits and Wr kpapers

Exhi bits and workpapers that support the PSC No. 214 service
classification's rate designs are included with the conpani on PSC No. 207
conpliance filing being filed under separate cover with the Public Service
Conm ssion on this date.

lnquiries on this Filing

Anyone with questions regarding this filing may contact the undersigned.
Very truly yours,

Ceorge A. Bauman
Manager - Rate Administration

GAB
Encl osur e
LETTO020



