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

Cct ober 23, 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

The attached Statenent issued by N agara Mohawk is being transmitted for
filing in accordance with the requirenents of the Public Service Comm ssion
State of New York.

Statement of Conmodity Adjustment Charge
Statement No. 1

To P.S.C. No. 214 Electricity
Ef fective: Cctober 29, 2001

The above Statenment of Commopdity Adjustnent Charge (CAC) No. 1 is being
filed per P.S.C. No. 207 Electricity, Rule No. 29 - Delivery Charge (DCA)
Adj ust ment which was recently approved by the Commi ssion as part of the
Conmpany' s Power Choice Year 4/5 compliance filing issued July 31, 2001 in Case
Nos. 94-E-0098 and 94-E-0099. Specifically, Rule No. 29.2 describes the
cal cul ati on of the CAC which adjusts the Delivery Charge Adjustment prices for
devi ati ons between actual cost of unhedged energy and capacity for purchased
power, and Electricity Supply Service (ESS) revenues collected from custoners
in their service bills.

The Conpany proposes that all CAC rates associated with Statenent No. 1
be set at $0.00000 per kilowatthour. As stated above the CAC was approved by
t he Conmi ssion to becone effective Septenber 1, 2001, and this initial CAC
filing represents the cal culation for the cost nonth of Septenber. It has
been concluded that there exists a msnmatch between ESS and DCA revenues and
fuel and purchased power costs for the cost month of Septenber 2001 for the
foll ow ng reasons

1 Septenber' s revenues include a | arge anount of August related ESS prices
whi ch precedes the effectiveness of the CAC. Septenber's ESS revenues
are billed and reported for billing batches 1 though 20 which is
i nclusive of the period August 30 through Septenber 27. The ESS price
on customers' service bills represent a thirty-day wei ghted average of
the previous thirty days prior to the date the customer is billed.
Accordingly, revenues reported for the first half of Septenber's billing
bat ches are inclusive of mainly August's ESS prices. Additionally
August's ESS prices were relatively high and conparing themto | ower
Sept enber fuel and purchased power costs is considered to be
i nappropri ate.

Septenber's revenues reflect the application of a prorated DCA due to
di fferent conmodity back-out rates before and after the rate change date
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of Septenber 1. The effect of the new commodity back-out rates does not
becone totally apparent until Septenber 30. Accordingly, this has the
effect of | owering Septenber’'s revenues
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Ef fective Septenber 1, the DCA rates have been applied to hedged
percentage factors. Prior to Septenber 1, no hedged percentage was
applied. Such DCA rates are subject to proration during the nonth of
Septenber and will result in an understatenment of revenues.

For these reasons the Conpany can not accurately calculate the CAC for
this initial month. The Conpany has di scussed these issues in detail with
representatives of the PSC Staff responsible for the review of the CAC

Statement of Commodity Adjustment Charge No. 1 is effective October 29,
2001 for batch billings and Novenber 1, 2001 for cal endar nonth billings.

Pl ease advi se the undersigned of any action taken in regards to this

filing.

Si ncerely,

Ceorge A Bauman,

Manager — Tariff Services
GAB

LETTO24



