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NI AGARA MOHAVK PONER CORPORATI ON
Novenber 11, 1998

Honor abl e Debra Renner
Acting Secretary

State of New York

Department of Public Service
Three Enpire Pl aza

Al bany, New York 12223

Dear Acting Secretary Renner:

Attached for filing in accordance with the requirenents of the Public
Servi ce Conmission of the State of New York are the following tariff |eaves:

Second Revi sed Leaf No. 108
First Revised Leaf No. 108. 1
First Revised Leaf No. 184. 1
Third Revi sed Leaf No. 191
Second Revi sed Leaf No. 195

To P.S.C. No. 218
Ef fective: Novenber 16, 1998

On Cctober 16, 1998, the Conpany filed a tariff revision in order to
i mpl ement a pilot programwhich inplenented a Iimted waiver of nmandatory
upstreaminterstate pipeline capacity assignnent. This filing has been
desi gnat ed Case 98-G 1590. The Commi ssi on*s order acting on the Conpany*s
October 16 filing was issued and effective Novermber 4, 1998.

Ordering paragraph la of the Novenber 4, 1998 order requires revisions
to the Conpany*s COctober 16, 1998 filing. Ordering paragraph 1c indicates
t hat upon conpliance by the Conpany with the required revisions of the order,
t he Conpany*s request for waiver of Ordering paragraph No. 3 issued July 16,
1998 in Case 97-G 2067 and Ordering O ause No. 2 of order issued August 21,
1998 in Case 98-G 0584 is granted.

The Commi ssi on*s Novenber 4, 1998 Order indicated that the waiver of
the 10% of capacity cap nust be at the Conm ssion*s option. Mdifications
have been made to First Revised Leaf No. 184 to incorporate these revisions.
The remai ni ng changes on First Revised Leaf No. 184 are clarifying in nature
and have been nade at the request of the Comm ssion*s staff.

The Conpany*s stipul ation & agreenent approved by the Commi ssion on
Decenber 19, 1996 provides for 85%benefit to ratepayers for capacity rel ease
and sales for resale activities for the first $3 mllion in net revenue per
year of the settlement term Once the $3 million cap is reached 60% of the
benefit flows to ratepayers. Rule 17.16 of the Conpany*s pilot program as
filed on October 16, 1998 reflects 100% of the benefits of capacity release to
flow to the benefit of ratepayers up to the | esser of the non capacity non-
assi gnnent occasioned by the pilot or 10% Rule 17.16 of the pilot provides
for sharing consistent with the Conpany*s rate case settlenment for any
capacity rel ease revenues beyond those occasioned by the pilot. However, Page
11 of the Commi ssion*s Novenber 3, 1998 "Policy Statenment Concerning the
Future of the Natural Gas Industry in New York State and Order Term nating
Capacity Assignment"” indicates that effective April 1, 1999 the sharing of
rel eased capacity revenues for the capacity no | onger assigned to mgrating
customers woul d be elininated. The Conpany*s filing herein proposes that the
sharing allowed in Rule 17.16 will continue to be in effect through COctober
31, 1999, the termination date for N agara Mohawk Power Corporation*s current
rate agreenment in accordance with the Comm ssion*s Order in Case 98- G 1590.

The Conpany al so requests continuation of capacity rel ease of CNG
capacity. The Conpany*s Cctober 16, 1998 filing as nodified herein reflects
the continuation of assignnment of capacity on CNG The Conmi ssion*s Novenber
3, 1998 Policy Statenment, indicates on Page 10 that LDCs may no | onger require
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capacity assignment or inclusion of capacity costs in transportation rates
beyond April 1, 1999 to custoners migrating to marketers except where specific
operational and reliability requirements warrant. The Conpany*s filing herein
proposes the continuation of assignment of CNG capacity through October 31
1999 in accordance with the Conm ssion*s Order in Case 98-G 1590. The Conpany
proposes a continuation of the assignnent of CNG capacity through Cctober 31

1999 in order to mtigate bill inpacts to other custoners, ensure that gas
will be delivered to custonmers on a prinmary, firmbasis and that the CNG
capacity will be reserved for our custoners and not sold off-system

In addition, the Conm ssion*s Novenber 4, 1998 order provides for
nodi fications to the Conpany*s cal cul ati on of stranded costs. The Conpany*s
original estimates provided for the estinmate of capacity costs based on the
levels currently included in base rates as approved by the Conm ssion in Case
95- G 1095 rather than the current cost of upstream capacity costs. The
Conmi ssion*s order requires the stranded cost surcharge to be reconputed in
order to conpute the stranded cost at levels included in base rates for new
customers only. The Conmi ssion*s Novenber 4, 1998 order requires the stranded
costs for existing customers to be conputed at existing upstream capacity
costs rather than what has been collected in base rates. The Conpany*s
Decenber 1, 1998 CCAC and its Decenber 1, 1998 Transportati on Rate Adjustnment

will include the addition of the Upstream Capacity Cost Surcharge set forth on
the work paper included with this filing. The surcharge applicable to
transportation custoners will be included on the Decenber 1, 1998 statenent

but deferred for recovery until April 1, 1999.

Pl ease advi se either nyself or Robert E. Shanning of any actions taken
on this filing. | can be reached at 315-428-5777 and Robert can be reached at
315- 460- 4024.

Si ncerely,

Marcia G Collier
Manager Revenue & Cost
Eval uati on

RAT. 60- G- 129



