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NI AGARA MOHAWK POVNER CORPORATI ON
Cct ober 31, 2000

Honor abl e Janet Hand Dei x| er
Secretary

State of New York

Publ i c Service Conmi ssi on
Three Enpire Pl aza

Al bany, New York 12223

Dear Secretary Deixler:

RE: Case 99- M 0631
In the Matter of Custonmer Billing Arrangenents
Alternative Billing Arrangenents

Dear Secretary Deixler:

The attached tariff |eaves issued by N agara Mhawk Power
Corporation are transmtted for filing in conpliance with the Public
Servi ce Conmi ssion*s Order Denying Petitions for Rehearing in Case 99- M
0631 issued and effective Septenber 1, 2000.

Original Leaf No. 184.1.1
Original Leaf No. 184.1.2
Si xth Revised Leaf No. 197.6
Second Revi sed Leaf No. 197.6.1
Original Leaf No. 197.6. 2
Original Leaf No. 197.6.3
Original Leaf No. 197.6.4
Original Leaf No. 197.6.5
Original Leaf No. 197.6.6
Original Leaf No. 197.6.7
Original Leaf No. 197.6.8
Original Leaf No. 197.6.9
Original Leaf No. 197.6. 10
Original Leaf No. 197.6. 11
Original Leaf No. 197.6. 12
Original Leaf No. 197.6. 13
Original Leaf No. 197.6. 14
Original Leaf No. 197.6. 15
Original Leaf No. 197.6. 16
Original Leaf No. 197.6. 17

To P.S.C. 218 Gas
Ef fective February 1, 2001

The above order required that each jurisdictional utility provide
tariff amendnents to all ow customer choice of billing entity to be
effective on February 1, 2001 for a testing period with linited
availability. The tariffs are to provide for choice in billing for al
customers no later than April 1, 2001. The custoner billing
arrangenents required by the Conmi ssion rely upon a functioning and
reliabl e means of electronic data interchange (EDI) between the Conpany
and the Marketers. The Conpany is an active participant in the ED
Col | aborative which is establishing these EDI processes. The ED
Col | aborative has yet to conplete its work on the Billing and Usage
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transaction sets which are critical to inplementing these tariff |eaves.
Efforts to inplenent the requirenents of the above Order in advance of a
functioning and reliable EDI would result in unnecessary costs to the
Conpany, Marketers, and ultimately custonmers. Therefore, the Conpany
requests the Comni ssion i mediately suspend the effective date of tariff
| eaves to a date when EDI is functional for usage and billing.

Billing Functions

The Order requires that either entity that issues a conbined bil
woul d be responsible for the following billing functions and their
associ ated customer care el ements.

CPrinting and mailing consolidated bills;

gPrinting standard bill nessages and forwardi ng standard bill inserts;
gReceiving and processi ng paynents;

gApportioning and renmitting the non-billing entity*s portion of amounts
col | ected; and

gProviding paynment details by account to the non-billing entity.

Rate Ready, Bill Ready Fornmats

The tariff leaves filed assign these functions to the Marketer
when the Marketer is issuing the conbined bill and the Conpany*s Bil
Processing Credit is calcul ated accordingly. The Conpany provides its
cal cul ated charges to the Marketer in a "bill ready" format. \Wen the
Conpany issues the single bill under "Conmpany Single Bill Option" the
Conpany will performthe functions above as well as the additiona
function of cal cul ating Marketer charges based on rates provided by the
Marketer. This "rate ready" format is consistent with existing Billing
Service Agreements. At Staff*s Billing Arrangenment neeting held in
Al bany, on Septenber 25, 2000, the Marketer*s interested in the utility
single bill appeared to favor a "rate ready" format, which elininates
the Marketer investment in software and hardware necessary to cal cul ate
char ges.

Pur chase of Marketer Accounts Receivabl e

In the Conpany Single Bill Option, N agara Mbhawk will satisfy the
Marketer remttance and its Creditworthiness Requirenents through the
purchase of Marketer Accounts Receivable. Again, this approach is
consistent with existing Billing Service Agreenments, it nmitigates |ega
i ssues related to debt collections, elimnates co-ningling of Marketer
and utility paynents and provi des benefits to the Conpany in its credit
and financing arrangenments. The Conpany reserves the right to elimnate
its requirement to purchase Marketer Accounts Receivable and instead
conply with the Creditworthiness Requirenments defined in the Order
should it choose to do so at a later date.

Conbi nati on Custoners

VWhen the Conmi ssion issued the Orders in this proceeding it did so
rel ying on input which indicated a custoner preference for a single bil
i ncluding both delivery and supply charges. Wile it is likely npst
customers will desire the conveni ence of such a single bill, the Order
gi ves the custoner choice in billing options. One choice a Conmpany
conbi ned gas and el ectric custoner may nake is to have different
suppliers for its gas and electricity supply. The custoner could
request a single bill fromthe Marketer conbining the gas supply and
delivery charges and a single bill fromthe Marketer conbining the
el ectric supply and delivery charges resulting in two bills.

Al ternatively, a conbined custonmer could continue with Conpany supplied
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electricity or gas and request a Marketer Single Bill Option for the

ot her supply and delivery. Such scenarios, while unlikely, will create
conplications in allocating and tracki ng paynents received fromtwo

di fferent suppliers (even if one supplier is the Conpany) for Company
service provided under one Conpany account. Some special charges and
credits are applied to a customer account and not split by electric and
gas services. Sone exanples are interest on |ate paynent charges, sone
m scel | aneous credits and charges and credits for service guarantees.
Because this scenario is first limted to conbined gas and el ectric
customers and then further limted to those fewthat are likely to el ect
two bills fromdifferent suppliers, the Conpany proposes to split

conbi ned accounts into separate gas and electric accounts for the few
customers that elect this billing arrangenent rather than incur the
programm ng costs to nodify its billing system The Conpany woul d apply
a charge to cover the adnministrative costs for splitting and reconbining
such an account. The charge would be billed to the Marketer whose
enrollment resulted in splitting the account. This nore fairly charges
the limted few that cause the cost, than to incur significant
programm ng costs that would be paid for by all but benefit only a few
customers. The work papers supporting the account separation fee are
provided in Attachnent A included with the Conpany*s el ectric comnpanion
filing.

Bill Processing Credit

As required by the Order, the Conpany has calculated a Bill
Processing Credit to be applied if the Marketer perforns the billing
function defined above and renders a single bill to the custoner.
Details of the devel opnment of this credit are provided in the work
papers in the Attachments referenced bel ow and included with the
Conpany*s conpanion electric filing. Bill Processing Credits will only
be applicable if the Conpany does not produce a bill for the custoner.
For exanple, a conbination electric and gas custoner nust have their
electric cormmodity, gas supply and delivery charges all billed by an
alternative supplier to receive the credit. There are essentially no
l ong run avoided costs if N agara Mohawk still must render a bill for
el ectric or gas service.

The Bill Processing Credit will be on a per-custoner account, per-
nonth basis. The credit assunes the Conpany provides the billing entity
with Bill Ready charges as described above. The bill calcul ation

function remains with the Conpany. As a result, the utility must
continue to maintain the requisite systenms necessary to receive neter
readi ng data, calcul ate charges based on this data and produce a file of
charges to be transnitted to the billing entity for printing.

Al'l customer calls regarding its delivery charges will continue to
be answered by the Conpany*s Custoner Service Organization either by a
direct call fromthe custoner, a call forwarded by the ESCo/ Marketer (if
t he ESCo/ Marketer is the billing entity) or a direct call fromthe
ESCo/ Mar ket er on behal f of the customer. The nunmber of custoner calls
currently received that relate solely to the electricity or gas
commodity are minimal. Therefore, no customer care functions were
deened to be avoi ded.

The Bill Processing Credit consists of the |ong-run avoi ded costs
for the following itens (Detail ed work papers provided in Attachnent B):

1. Post age;
2. Print costs (paper and envel ope);
3. Payment remittance costs;

4. Per piece mai ntenance charge on print machine;
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5. Annual mai ntenance on one inserter machine;
6. Labor reduction in the print/mail area.

The source for this information is the Avoi ded Custoner Service
Cost Study which was previously filed with the Comi ssion on June 29,
1999, updated for 1999 actuals. Attachnent D to the Conpany*s conpani on
electric filing represents the enbedded costs for all Ni agara Mhawk
Power Corporation*s Billing, Collections, Meter Reading, Call Center
Met er Services, and Paynent Renmittance functions and includes an
al l ocation of fringes, payroll taxes, and Corporate A & G Costs to the
above nmentioned functions.

The enbedded costs of the conpetitive billing functions defined by
t he Commi ssion are presented in Attachnent C to the Conpany*s conpani on
electric filing. A reconciliation of the Custoner Account Managenent
Services anal ysis to PSC Account 901 to 905 is provided in Attachment E
to the Conpany*s conpanion electric filing.

I ncremental Costs of Inplementation

The Conmmi ssion Orders allow utilities to file for recovery of net
i ncrenental costs incurred to inplenment the various customer billing
arrangenents. \hile these costs have not yet been incurred and
quantified, the Conpany retains its rights to file for recovery of
i ncrenental costs. Such incremental costs may include but are not

limted to:

1. I ncrenental costs associated with continued customer contacts to
conmuni cate information (safety, social, |egal and customer
satisfaction) that will no longer be included in bill inserts because
they do not neet the statutory, regulatory or Comm ssion ordered

requi rements of the Billing Order

2. Incremental electronic funds transfer fees to receive paynents

from ESCo/ Mar ket er s.

3. The difference between the short-run avoi ded costs and the
unitized |l ong-run avoided costs of the paynent renittance function

| abor associated with the print/mil function and nachi ne nmai nt enance
costs. At this tinme, the Conpany still has POLR responsibility and will
need to maintain the paynent remttance and print/mil functions to bil
all Delivery Service custoners.

4. I ncremental financing costs associated with increased duration of
its revenue cycle and/or |oss of capability to collateralize its
accounts receivabl e

5. Any other itenms that are deternined applicable upon further
clarification of the Billing Order, results of collaborative efforts
with other utilities as required by the Billing Oder, the establishment
of performance requirenments and further clarification of the ED Order

Bill Processing Fee

The Conmi ssion*s March 22, 2000 order provides that charges that
utilities my assess to Marketers for undertaking their billing
functions under the "Utility Single Bill" arrangenent shall be
est abl i shed based on the utilities* long run increnental costs of
providing this service to all its current customers. Attachnment F
i ncluded with the Conmpany*s conpanion electric filing provides the work
papers used to establish this charge for the Conpany*s Electric Single
Bill Option. The Conpany*s Gas Rate and Restructuring Settl enment
Agreenment in Case 99- G 0336 provides for a Conpany Single Bill Option
for a charge of $.50 per bill. The tariff |eaves filed herein have not
nodi fi ed the Conpany*s Gas Single Bill Option envisioned by the
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settlenent agreement. Should a conbination custoner select the Conpany
Single Bill Option, the Conpany woul d charge both the Gas Single Bil
Option charge and the Electric Single Bill Charge. The Conpany*s gas
settl enent agreement provides the Marketer and N agara Mohawk t he option
of entering into an Alternative Billing Service Agreements at a fee
nmutual |y agreeable to the Marketer and the Conpany for |evels of service
different than the basic Gas Single Bill Option reflected in these
tariff |eaves.

For any questions regarding this filing, please contact John
Powers at (315) 428-5613 or Marcia Collier at (315) 428-5692.

Si ncerely,

John T. Powers
Rate Analyst |V

ch/ JTP
Lett125



