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OPI Nl ON AND ORDER ADCPTI NG
TERVMS OF SETTLEMENT
(1ssued and Effective July 27, 2000)
BY THE COWM SSI ON:

| NTRODUCTI ON

Thi s proceeding concerns issues related to the gas
service and restructuring of N agara Mhawk Power Corporation
(Ni agara Mohawk or the conpany). On March 12, 1999, N agara
Mohawk filed a Gas Multi-Year Rate and Restructuring Proposal,
whi ch included a three-year rate plan with increnmental increases
in revenue requirenent of $13,660,000 for the rate year ending
Cct ober 31, 2000, $6,817,000 for the rate year ending Cctober 31,
2001, and $4,576,000 for the rate year ending Cctober 31, 2002,
I n addi tion, N agara Mhawk presented numerous accounting, rate
change,! and gas restructuring proposals.

! N agara Mohawk did not file revised tariff |leaves in
conjunction with its proposals.
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I nterested parties were encouraged to reach a
negoti ated resol ution of the conplex issues raised by the
transition to a conpetitive market for the supply of gas.!

In accordance with our rules, all parties to this
proceeding were notified in witing that settlenment negotiations
woul d commence, and notice of the inmpending negotiations was
filed with us by letter dated March 19, 1999. Negoti ations
commenced on April 21, 1999 and additional conferences were
convened through May 2000. As a result of those negotiations,
the parties entered into a Gas Rate and Restructuring Settl enent
Agreenment (Settlenent) dated June 12, 2000, set forth as
Appendi x A.  The follow ng parties signed the Settl enent:

Ni agara Mohawk, Staff, New York State Consumer Protection Board,
Multiple Intervenors, Energetix, Inc., Agway Energy Services,
Inc., Small Custoners Marketer Coalition, TXU Energy Services,
and Amerada Hess Cor porati on.

Statenents in support of the Settlement were received
from N agara Mohawk, Staff, New York State Consumer Protection
Board, Miultiple Intervenors, Energetix Inc., and Agway Energy
Services, Inc. No party opposed the Settlenent. Afternoon and
evening public statement hearings were held in Syracuse on
June 29, 2000, at which one individual spoke. He repeatedly
enphasi zed his opposition to Ni agara Mhawk's nmonopoly status and
asserted, anong other things, that the conpany's customer service
has deteriorated, its rates are high, and its estimated bills are
very inaccurate. Finally, in aletter dated July 1, 2000,

Local 97 International Brotherhood of Electric Wrkers (Local 97)
set forth its opposition to the Settlenent. Local 97 represents
over one hundred utility workers in N agara Mhawk's gas
operations. Local 97 seeks nodification or elimnation of the
customer mgration incentive. |In addition, Local 97 would

1 Cases 93-G 0932 and 97-G 1380, Restructuring of Natural Gas
Mar ket and Role of Local Distribution Conpanies, Policy
Statenent Concerning the Future of the Natural Gas Industry in
New York State and Order Term nating Capacity Assignment
(i ssued Novenber 3, 1998), mneo p. 8. (Policy Statenent).
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requi re N agara Mohawk to enploy utility workers, rather than
private contractors, to carry out the cathodic protection
program

After reviewing the Settlenent, the parties
statenments, and the coments presented at the public statenent
hearings, and received in the nail, we find that the ternms of the
Settlement offer a sound regulatory franmework w thin which
Ni agara Mohawk, its competitors, and its custoners can receive
the benefits of a nore conpetitive gas service nmarket.

OVERVI EW OF THE SETTLEMENT

The Settlenent addresses three topics: revenue
requi rements, rate design, and market restructuring. Under its
terms, current conpany-w de base rate gas revenue requirenents
(those in effect as of October 31, 1999) would rermain in effect
for the three-year and ten-nonth termof the agreenent, i.e.,
t hrough August 31, 2003. The proposed rate design revisions and
revenue allocations would be inplenented on a revenue-neutral
basis and the conpany's overall base rate revenues woul d be
nei t her increased nor decreased. The nmarket restructuring
portion of the Settlement would facilitate retail access to the
conpetitive gas market by establishing backout rates, billing
options, new bal ancing options, an onbudsman for marketers, a
county aggregation grant program and an outreach and education
pl an regardi ng gas retail access, including a geographically
concentrated conponent. N agara Mohawk woul d be given financi al
incentives to undertake various prograns and achi eve certain
goals. Finally, N agara Mohawk woul d be required to inpl ement
recent tax |aw changes, resulting fromthe 2000 | egislative
session, e.g., changes with respect to the gross receipts tax.

REVENUE REQUI REMENT
The parties agree on specific revenue and expense
| evel s as form ng the basis for calculating the conpany's revenue
requi rements, and the allocation of those revenues and expenses
to the conpany's gas customers. As a result, N agara Mhawk's

-3-



CASE 99- G 0336

gas delivery service rates would remain frozen at their current
| evel s throughout the termof the Settlenent w thout adjustnent,
except for limted revenue allocations, rate desi gn changes
(revenue-neutral overall), and unbundling changes (revenue
neutral to S.C. Nos. 1, 2, and 3, i.e., Residential, Snall
Ceneral, and Large Ceneral services, respectively).?!

Each rate year, N agara Mohawk woul d conpute its earned
return on common equity and it would allocate any earnings in
excess of the "Threshold Earnings Level" equally to N agara
Mohawk' s sharehol ders and ratepayers. The custoners' share woul d
be deferred and ultimately used to benefit them The Threshol d
Ear ni ngs Level would be no I ess than 10% nor nore than 12% and
woul d be cal cul ated according to the nmethods established by the
Settlenent. 1In order to reach the 12% N agara Mhawk woul d have
to earn incentives related to achieving certain | evels of
custoner mgration (up to 150 basis points) and custoner
awar eness and under standi ng of gas conpetitive opportunities (up
to 50 basis points). These two itens are discussed infra.

Wth respect to the expense levels, the parties agree
that they include funding for certain safety and operati onal
neasures the conpany would inplenent, including a cathodic
protection programand a thermbilling accuracy assessnent. The
parties have not resolved any rate issues regarding N agara
Mohawk' s Customer Service Systemin the proposed Settlenent.

! N agara Mohawk woul d continue to have a nonthly cost of gas
mechani sm whi ch provides for the recovery of gas comodity
costs, pipeline capacity and variable costs, storage costs,
producers' reservation charges and ri sk managenent costs. In
addi tion, the conmpany woul d i ntroduce a nerchant function
service charge to recover certain costs that would be backed
out of the existing rates as discussed infra.
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Cat hodi ¢ Protection Program
and O her Safety Prograns

The parties support a programfor N agara Mohawk to
cathodically protect, where economcally appropriate,
approxi mately 642 of 1100 ml|es of w apped steel distribution
mai n. Cathodic protection prevents corrosion, thereby
significantly extending the useful life of steel pipe and
reduci ng future mai ntenance costs for ratepayers. The parties
plan to evaluate the results of the first three years of the
programto determ ne whether it should continue.

Rates woul d be set to recover an annual expense
al l owance of approximately $2 mllion to fund the increnental
cat hodi c protection program which would be subject to
reconciliation to actual expenditures but only if the conpany
spends |l ess than this anount. The difference would be credited
to the Contingency Reserve Account.! To qualify as an actual
expendi ture, |abor and contractual services for cathodic
protection nust be incremental to existing N agara Mhawk gas
operation and mai ntenance prograns. |If the programis
di scontinued or in the event of a stayout (i.e., if newrates are
not established at the end of the Settl enment period), the ful
expense level of $2 mllion would be credited to the Contingency
Reserve Account on an annual basis until such tinme as base rates
are reset.

For each year of the four-year program the parties
established mleage targets and mnimum m | eage | evel s of mains
to be cathodically protected. For exanple, in the year 2001, the
target mleage is 196, and the mninmnumm|leage is 171. Penalties
woul d apply if N agara Mhawk does not reach the nileage |evels.
|f the conpany fails to cathodically protect at least 171 mles
of pipe, it would be assessed a penalty of 7.0 basis points to

! The Contingency Reserve Account was established in Cases
95- G 1095 and 95- G 0091, Ni agara Mhawk Power Corporation - Gas
Rat es, Opinion No. 96-32 (issued Decenber 19, 1996). As of
Cctober 31, 1999, the Contingency Reserve Account had a
$40 mllion bal ance for the benefit of custoners.
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the pretax return on gas conmon equity. |f N agara Mhawk
protects nmains in excess of the mninmummleage | evel but not the
target level, it would then be assessed from1.2 to a nmaxi mum of
6.0 basis points, depending on the nunber of mles of main
pr ot ect ed.

The Settlenment al so provides for annual penalties of up
to 5.0 basis points of pre-tax return on common gas equity if
Ni agara Mohawk fails to carry out gas safety and reliability
nmeasures adequately. Such nmeasures include tinely response to
one-call notices and reduci ng the backlog of gas |eaks to be
repaired.

Therm Billing Accuracy Assessnent

Ni agara Mohawk woul d establish a programto sanple the
content of gas delivered in its thermbilling zones. Currently,
t he conpany determnes its thermbilling factors on the basis of
its gate station flow data and a conputer nodel of its gas flow
to the thermbilling zones. There is no testing of gas within
each zone to determ ne the reasonabl eness of the billing factors
used.

Under the terns of the Settlenent, N agara Mohawk woul d
be all owed to purchase four neasuring devices and recover from
t he Contingency Reserve Account up to a maxi num of $70, 000 for
actual equi pnent purchases. The parties agree that all other
costs of this program have been included in the cal cul ation of
t he revenue requirements established pursuant to the Settl enent.
The parties propose no further steps beyond assessing

the accuracy of the thermbilling factors. |f problens are
identified, however, we would not be precluded from considering
remedi al neasures. |In that event, N agara Mhawk woul d be

permtted to defer the incremental costs of any remedial nmeasures
in excess of $100,000 and would be allowed to petition for
i mredi ate recovery of costs fromthe Contingency Reserve Account.
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Customer Service System Credits

The parties were not able to resolve rate issues
regarding the Custoner Service System a conputer based billing
and custoner record system Therefore, they agreed that the
| evel of this expense included in revenue requirenments would be
subject to a downward-only reconciliation to the anount that is
ultimately allowed in a future determ nation. The Settl enent
sets forth the allowance for reconciliation purposes for each of
the four years--$996,000 in the first-rate year, $1,087,000 in
t he second-rate year, and $1,177,000 in each of the third and
fourth-rate years. |In addition, a rate base all owance of
approximately $8.5 mllion is included in each rate year for the
Cust oner Service System

RATE DESI GN AND REVENUE ALLOCATI ON

The maj or proposals in this section of the Settlenent
i nclude a phase-in of rate changes that reduce the rate
differential between customers of the fornmer Syracuse Suburban
Gas, Inc. and the conpany's other custonmers. (Syracuse Suburban
Gas, Inc. was acquired by N agara Mohawk in 1992 and is now a
separate rate district known as NM Suburban.) 1In addition,
several service classifications would be nerged or changed, and
t he conpany's econom ¢ devel opnent di scount rates woul d be
revised. O her changes correct for |lost revenues related to the
unbundl i ng process that N agara Mhawk inpl enented on Novenber 1,
1999, align rates with costs, and inplenent nerchant backout
rates.

Appendi ces B and C show the bill inpacts that
NM Suburban Gas custoners and ot her Niagara Mohawk custoners
woul d experi ence.

NM Subur ban Rat es

Ni agara Mohawk serves approxi mately 3,000 custoners in
t he NM Suburban district. N agara Mohawk woul d be allowed to
adjust the rates to these custoners to bring themin line with
the rates it charges other custonmers. The elimnation of the
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existing rate differential was endorsed in an earlier proceeding,
but the actual phase-in was not undertaken.! In the instant
proceedi ng, the parties propose a four-step phase-in to
elimnate, during the Settlenent period, two-thirds of the rate
differentials in SSC. No. 1 - Residential, S.C. No. 2 - Snmall
Ceneral Service, and S.C. No. 5 - Firm Transportation Servi ce.
Rate differentials in the other service classifications having
themare small enough to be elimnated in one step.

Rat e Recl assification

Pursuant to the Settlenment, customers in S.C. No. 12 -
Resi dential Aggregation Service and S.C. No. 13 - Snall GCeneral
Servi ce Aggregation Service (both transportation oriented
classes) would be reclassified as S.C. No. 1 - Residential and
S.C. No. 2 - Small GCeneral Service, which would offer
transportation service. |In addition, S.C. No. 5 - Large Vol une
| nterrupt Transportation Service would be reclassified as S.C
No. 6, which is currently unused and was reserved for future use.

Econom ¢ Devel opnent Di scount Rates

Ni agara Mohawk has three econom c devel opnent prograns:
an Economi c Devel opnent Rider, an Econom c Devel opnent Zone
Ri der, and an Econom c Revitalization Incentive Rider. The first
two are growt h-based prograns and the last is a
retention/revitalization-based program The parties observe that
t he prevailing discount |evels have not been nodified since their
inception in the md-to-late 1980s, and rate design changes since
that time have caused |large disparities in these custoners'
bills. For exanple, Econom c Devel opnent Zone R der custoners
served under S.C. No. 2 have a discount of 9.5 cents per therm
This discount is higher than the tail block in effect as of
Novenber 1, 1999 and causes negative delivery service bills for

1 Cases 95-G 1095 and 95-G 0091, N agara Mhawk Power
Corporation - Gas Rates, Opinion No. 96-32 (issued Decenber 19,
1996), mneo p. 7.
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sone customers. The parties propose to revise the discount
level s to equal 50% of the transm ssion and distribution capacity
costs fromthe enbedded cost of service study for the twelve
nont hs ended Cctober 31, 1997. They al so agree that existing
custonmers on the Econom c Devel opnent Rider and the Econom c
Devel opnent Zone Rider shoul d be grandf at hered.

GAS RESTRUCTURI NG PLAN

The parties propose several measures to increase
conpetition in Ni agara Mhawk's gas service territory.
Generally, they would encourage the conpany to scal e back its gas
supply operations, strengthen the ability of natural gas
marketers to conpete for residential and small commerci al
custonmers, and increase consuner awareness and under st andi ng of
the conpetitive options available to them

Ni agara Mohawk' s Capacity-Rel ated | ncentives

Ni agara Mohawk has agreed to a strategy that mnim zes
its pipeline and storage capabilities upstream of the CNG
Transm ssion Corporation (CNG system Capacity upstream of
CNG s system woul d be subject to the terms of a Capacity
| ncentive Program which is discussed below. Since nany upstream
sources nust flow through CNG s systemto reach N agara Mhawk's
di stribution system contracts with CNG for storage and pipeline
capacity woul d be naintained throughout the Settlenent period.
This CNG capacity and storage woul d be assigned on a nmandatory
basis to the marketers on behalf of firmcustonmers mgrating from
sales to transportation service.

A Capacity Incentive Programwoul d be established to
provi de Ni agara Mohawk with an incentive to rel ease capacity
contracts. The nmechanismall ows N agara Mhawk an opportunity to
earn a share of the replacenent capacity cost savings in relation
to a target, and provides it a disincentive to incur replacenent
capacity costs in excess of a deadband.

Ceneral ly, savings within 80% and 100% of the targeted
costs woul d be passed through entirely to the sal es custoners;
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savi ngs 5% bel ow or costs 5% above the deadband woul d be shared
75%to the sales custoners and 25%to the conpany. |f actual
capacity costs are greater than 5% above or bel ow the deadband,
there woul d be a 50% 50% sharing. The incentive (reward/penalty)
has an annual cap of $2 mllion for sharehol ders. The

rat epayers' portion of the reward or penalty would be flowed
through to custoners in their bills.

In addition to the Capacity Incentive Program the
parties propose incentives for capacity rel ease, sales for
resal e, and portfolio nmanagenent. Each of these incentives would
all ow Ni agara Mohawk to retain 15%of the related revenues (wth
certain restrictions) and require flowthrough of the renaining
85%to customers. For interruptible sales, N agara Mhawk woul d
retain 20% of the positive/negative difference between its net
revenue targets and the actual net revenues. The renaining
80% share of the difference would be flowed through as an
i ncrease or decrease to custoners.

The parties further propose that N agara Mhawk be
allowed full recovery of all stranded capacity costs, which would
be funded through the Contingency Reserve Account. [If that
account were to be depleted, these costs woul d be recovered
t hrough a surcharge.

Provi sions Benefiting Marketers

Gas marketers woul d benefit fromthe introduction of
new nont hl y bal anci ng prograns, backout rates, billing options,
bill formats, billing charges, and an onbudsman for narketers.

1. Bal ancing Options
The parties propose two new bal anci ng services to
repl ace existing services. These services help ensure that
marketers match their supply of gas to the systemw th their
w thdrawals fromthe system The first, the pool ed bal anci ng
service, would inplenment daily balancing for daily-netered
cust omers.
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The second, the basic aggregation program would
i npl enent nont hly bal ancing and "no notice service" for nmonthly-
netered custoners. This programis designed around and of fered
in conjunction with CNG s new rate schedul es, Delivery Point
Operator and Citygate Swi ng Custonmer, which were recently
approved by the Federal Energy Regul atory Conm ssion (FERC).

Upon the effective date of this service, N agara Mhawk woul d
transfer to each participating narketer the gas stored
underground for customers currently being served by the marketer.
The marketer would be required to pay for the storage gas
transferred.

In the event a customer changes fromtransportation
service to sales, the associated storage inventory woul d be
returned to Ni agara Mohawk, which would pay narketers the average
commodity cost of gas in Niagara Mhawk's storage account. The
parties also agreed to a one-tine reconciliation of demand
charges between the ol d and new bal anci ng prograns.

To provide the new bal anci ng servi ces, N agara Mhawk
woul d incur an estimated $345, 000 of increnmental annual operating
and mai nt enance costs and a $508, 000 capital cost. The operation
and mai ntenance costs woul d be recovered nonthly fromthe
mar ket ers, based on the volunetric usage of all custoners the
mar keters serve. The actual anount of the capital costs would be
recovered by N agara Mbdhawk through the Contingency Reserve
Account .

2. Backout Rates

Enbedded in Niagara Mhawk's current gas delivery rates
are the costs for gas uncollectibles and gas supply procurenent,
and the return on gas storage inventory. The new bills for sales
customers woul d show the costs of these itens as a separate
conmponent, a "merchant function service charge" of $0.02222 per
therm Custoners who mgrate to marketers would avoid this
char ge.

The $0.02222 rate reflects the full enbedded costs of
the three avoi ded expenditures. However, there is a |ag between
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the time a sales custoner takes transportation service and the
ti me Ni agara Mohawk avoi ds the costs. The conpany woul d be
allowed to recover the difference fromthe Contingency Reserve
Account.® Providing sales and transportation customers with an

i dentical delivery service rate and a separate nerchant function
service charge, will nake it easier for themto understand the
costs that they can and cannot avoid by mgrating to a gas

mar ket er for comodity service and using N agara Mhawk sol ely
for transportation service.

3. Billing Options
To enable retail access custoners to choose either

conbi ned or separate bills, the parties agree that N agara Mhawk
shoul d of fer nmarketers a choice of either a separate bill option
(which woul d permt separate bills for the delivery and commodity
charges) or a one-bill option (which would conbine the two
charges in a manner consistent with the bill format adopted in a
recent order?). The parties could not agree on a marketer-
provi ded one-bill option, but nothing in the Settlenment precludes
us fromrequiring N agara Mohawk to provide such an option in the
future

The Settlenment woul d all ow Ni agara Mohawk to charge a
$0.50 fee per bill generated under the one-bill option. The

! For the purposes of such recovery, Appendix F of the Settlenent
includes a table of specific anmounts for each percent of
mgration of the difference between the $0.02222 rate and the
costs Niagara Mohawk will avoid. In the absence of auditable
data on the actual |evel of avoided costs over time, use of the
table is a pragmatic and adm ni stratively unburdensone
nmet hodol ogy to effectuate the judgnment of the parties as to the
l'i kely level of unavoided costs. However, in the long term
beyond the transition period covered by the Settlenent, as
custonmer mgration levels become nore predictable, N agara
Mohawk will be able to nore effectively reduce costs to match
m gration and the anount of unavoi dabl e costs shoul d decline or
be el i m nat ed.

2 Case 99-M 0631, Custoner Billing Arrangenents, O der Providing
for §Ustonﬁr Choice of Billing Entity, (i1ssued March 22,
2000) .
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services it would provide include bill calculation, bill

printing, mailing, call center support, paynent processing,
paynent remttance, and collection processing. The conpany woul d
be allowed to retain the revenues received from providing the
one-bill option up to $1.0 nmillion during the Settlenment period
Wi th any excess being shared 50% 50% w th the ratepayers. The
ratepayers' portion would be credited to the Contingency Reserve
Account. |f the revenues are |ess than $800, 000, N agara Mhawk
woul d be permitted to recover the shortfall fromthe Contingency
Reserve Account.

4. Orbudsman
Ni agara Mohawk woul d devel op and conduct an annual
survey of marketers' opinions concerning the gas transportation
program The conpany would al so neet with the narketers sem -
annually to review their concerns. |n addition, the conpany
woul d appoi nt an ombudsman, who woul d seek to resolve any of the
concerns raised by the marketers in the survey or individually.

Consuner - Ori ented Prograns

The Settlenment provides three major prograns that would
encourage N agara Mhawk's gas custonmers to seek alternative gas
suppliers: a county aggregation grant program an overal
outreach and education program and a geographically concentrated
outreach and education program

1. Low Incone Customer Programns
and Mgration |Incentive

The parties agree to elimnate the gas-only | owincone
m ni num charge of $8.55, to inplenment a new county aggregation
grant program and to continue the Low I ncome Custoner Assistance
Program (LI CAP) established in PowerChoice,! which contains the

' Power Choi ce was established in Cases 94-E-0098 et al., N agara
Mohawk Power Corporation - Electric Rates, Opinion No. 98-8
(1 ssued March 20, 1998).
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el ectric customers' restructuring provisions. N agara Mhawk's
new nont hly m ni mum charges for all residential custoners
excl usive of the NM Suburban district would be $11.64 for non-
heating customers and $14. 62 for heating customers.

The parties propose that up to $500, 000 be made
avail able to counties for consultant services and ot her
assi stance to devel op gas aggregation prograns for | owincone
custonmers. N agara Mhawk woul d adm ni ster the program for
eligible counties, which would receive a maxi mum of $50, 000 each.
Payments woul d be charged to the Contingency Reserve Account.

Ni agara Mohawk has agreed to continue LICAP for the
benefit of its gas-only custoners. LICAP contains a
conpr ehensi ve package of benefits, including billing based on the
custoner's ability to pay, weatherization assistance, budget
counsel ing, energy efficiency education, and arrears forgiveness
upon successful participation in the program

Ni agara Mohawk woul d earn, as an incentive, up to a
maxi mum of 150 basis points for achieving certain overall
customer mgration targets, which include custoners mgrating
under the county programs. The amount of the incentive would be
based on a sliding scale directly linked to the percentage of the
targeted mgration levels. The first year's target level is
roughly 50,000 custoners and the target |evel would increase by
approxi mately 50,000 in each succeedi ng year.

2. (Qutreach and Education -
Gas Retail Access

Ni agara Mohawk woul d conduct a gas retail access
outreach and education programw th a total four-year cost of
$1,893,833. This program woul d suppl ement and not suppl ant
exi sting customer education activities. The overall purpose of
the programis to increase residential and small commerci al
cust omer awar eness and under standi ng of six specified concepts
related to the introduction of conpetition in the gas industry.
The program woul d be periodically evaluated to nmeasure the | evel
of custoner awareness and understandi ng achi eved.
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3. Ceo- Canpai gn

The Settlenment al so establishes a separate
geogr aphi cal |y concentrated outreach and education program known
as the CGeo-Canpaign. The parties propose that N agara Mhawk
spend up to a nmaxinumof $1.0 mllion for activities, simlar to
t hose descri bed above, targeted at one nmedia market within
Ni agara Mohawk's gas service territory, conprising Ronme, Ui ca,
Her ki mer, and the surrounding areas. The Geo-Canpai gn woul d be
concentrated in a three-nonth period and coordinated with a
marketing effort provided by narketers.

At the end of the Geo-Canpaign, an information quiz
woul d be sent to all the targeted custoners, who would earn a
$5 bill credit for conpleting the quiz. The quiz would al so
provi de custoners an opportunity to indicate interest in
receiving further information frommarketers. After the Ceo-
Canpaign is conpleted, N agara Mohawk will report on the
successes and failures and consider whether a simlar canpaign
shoul d be conducted in other parts of the service territory.

The Settlenment would provide N agara Mhawk an
incentive of up to 50 basis points if residential and conmerci al
cust omer awar eness and under st andi ng of gas conpetitive
opportunities inprove fromyear to year, as neasured by a survey
it wll conduct.

DI SCUSSI ON AND CONCLUSI ON

The terns of the Settlenment, summarized above, offer a
sound framework for N agara Mhawk, its conpetitors, and its
custonmers in the transition to a conpetitive gas market.
Settlements by their very nature involve conprom se to satisfy
diverse interests. This Settlenent in particular reflects those
diverse interests and it is endorsed by parties that usually take
adverse positions such as the Consumer Protection Board, Staff,
Ni agara Mohawk, Miltiple Intervenors and various narketers.

Not only does the Settlenent reflect the agreenent by
normal | y adverse parties, but it also goes a |ong way towards
neeting our vision of the future for the natural gas industry, as
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set forth in the Policy Statement. That vision is to "facilitate
devel opnment of a conpetitive market; elimnate barriers to
conpetition; provide guidance to LDCs and marketers, especially
with regard to expiring capacity contracts; and address custoner
inertia.?!"

In the Policy Statenent, we also listed the follow ng
goals to be pursued in reaching this vision

-- effective conmpetition in the gas supply market for
retail custoners

-- downward pressure on customer gas prices;

-- increased customer choice of gas supplies and service
opti ons;

-- a provider of last resort;

-- continuation of reliable service and mai ntenance of
operations procedures that treat all participants
fairly;

-- sufficient and accurate information for custoners to
use i n making inforned deci sions;

-- the availability of information that permts adequate
oversight of the market to ensure its fair operation;
and

-- coordination of federal and state policies affecting
gas supply and distribution in New York State.

First, the Settlement contains substantial enhancenents
to conpetition in the retail gas market, including unbundling,
backout rates, new bal ancing options, and a new billing option.

Second, the Settlenment benefits custonmers by freezing
Ni agara Mohawk's gas delivery rates for at |east three years and
ten nonths. That freeze follows a previous three-year agreenent
that provided for an annual $10 million rate decrease for Ni agara
Mohawk' s customers. Thus, despite inflationary and nunerous
ot her upward cost pressures since Novenber 1996, the conpany's

! Policy Statement, pp. 3, 4.
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customers will reap the benefits of a prol onged period of
delivery service rate stability, extending at |east through
August 2003. In this regard, N agara Mhawk's gas rates are
among the lowest in the State. The Settlenent al so benefits
custoners by requiring N agara Mohawk to undertake an increnental
cat hodi ¢ protection program whose cost nust be absorbed by the
conpany within its current revenue requirenents.

Third, the Settlenent contains provisions that provide
marketers a solid opportunity to do business in N agara Mhawk's
service territory, including revised balancing prograns, a
$0. 02222 per therm merchant backout credit, a reasonably priced
single bill option (utility-provided) for marketers to utilize if
t hey desire, annual surveys of marketers, an officer |evel
onmbudsman, a county aggregation grant program and a significant
system w de customer outreach and educati on program regarding
choi ce, supplenented by an extensive, targeted program (the Geo-
Canpai gn) in N agara Mdhawk's Val |l ey Regi on.

Fourth, the Settlenment allows custoners who | eave
Ni agara Mohawk's systemto return

Fifth, the Settlement contains significant financial
di sincentives to dimnutions in gas safety, service reliability,
and the quality of custoner service.

Sixth, the Settlenment provides for significant outreach
and education efforts and for unbundl ed rates that will provide
consuners accurate information to use in making inforned
deci si ons.

Seventh, we will continue to nonitor and assess Ni agara
Mohawk' s conpliance. The conpany will file various docunents
with us and the parties will have an opportunity to review and
chal | enge the company's position.

Ei ghth, the new bal anci ng program for nonthly netered
custonmers i s designed around and offered in conjunction with
CNG s new rate schedul es that were recently accepted by FERC

Finally, we note that the Settlenment permts a nunber
of debits and credits to the Contingency Reserve Account. Wile
we have no objection to the use of the Contingency Reserve
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Account as set forth in the Settlenment, we reserve the right to
use it for other purposes such as a source of funds to finance a
programto mtigate bill inpacts.

Taki ng account of all these considerations, we find the
terms of the Settlenent to be in the public interest and we adopt
t hem

The Commi ssion orders:

1. The terns of the N agara Mhawk Power Corporation
(Ni agara Mohawk) Gas Rate and Restructuring Settlenent Agreenent
are adopted and incorporated as part of this opinion and order.

2. N agara Mohawk must submit a witten statenent of
uncondi tional acceptance of the nodifications and conditions,
contained in this opinion and order, signed and acknow edged by a
duly authorized officer of the conpany, by July 31, 2000. |If
such acceptance of this opinion and order is not so filed, the
adoption of the terns of the Settlement may be revoked. This
statement should be filed wth the Secretary of the Comm ssion
and served on all parties in this proceedi ng.

3. Assumi ng acceptance pursuant to the preceding
par agraph, N agara Mohawk is directed to file tariff anendnents
at | east one day before the inplenmentation date as defined in the
Settlement to beconme effective on not |ess than one day's notice
on a tenporary basis, to inplement the terns of the Settlenent.
Any comments on the proposal nust be received at the Conm ssion's
office within ten days of service of the conpany's proposal. The
amendnments shall not beconme effective on a permanent basis until
approved by the Conm ssion. The requirenent of the Public
Servi ce Law that newspaper publication be conpleted prior to the
effective date of the anmendnents is waived, but the company is
directed to file with the Conm ssion, not later than six weeks
follow ng the effective date of the anendnents, proof that a
notice of the changes set forth in the amendnents and their
effective date has been published for four consecutive weeks in a
newspaper having general circulation in the service territory of
t he conpany.

-18-
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4. This proceeding is continued.

By the Commi ssi on,

( SI GNED) JANET HAND DEl XLER
Secretary

-19-
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CASE 99- G 0336 - Petition of Ni agara Mbhawk Power Corporation
for Approval of a Gas Multi-Year Rate and
Restructuring Proposal.

GAS RATE AND RESTRUCTURI NG
SETTLEMENT AGREEMENT

THI' S GAS RATE AND RESTRUCTURI NG SETTLEMENT AGREEMENT
(Agreenent) is made the 12th day of June, 2000, by and anobng
Ni agara Mohawk Power Corporation (Ni agara Modhawk), the Staff of
t he Departnment of Public Service (Staff), New York State Consuner
Protection Board, Multiple Intervenors, Energetix, Inc., Agway
Energy Services, Inc., Small Custoner Marketer Coalition,
TXU Energy Services, Anmerada Hess Corporation, and such ot her
parties as have executed a signature page appended hereto

(collectively referred to herein as the "Signatory Parties").
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| . BACKGROUND

On March 12, 1999, Niagara Mohawk filed with the New
York State Public Service Comm ssion (Commi ssion) a Gas Multi -
Year Rate and Restructuring Proposal, dated March 11, 1999
(Proposal). In the "Base Case" part of its Proposal, Niagara
Mohawk proposed a three-year rate plan with increnental increases
in revenue requirenment of $13.660 mllion for the rate year
endi ng October 31, 2000, $6.817 mllion for the rate year ending
Oct ober 31, 2001, and $4.576 mllion for the rate year ending
Cct ober 31, 2002. |In addition, Ni agara Mohawk nmade numerous
accounting, rate change and gas restructuring proposals. Niagara
Mohawk did not file revised tariff |leaves in conjunction with its
Pr oposal

I n accordance with Comm ssion rules, all parties to
this proceeding were notified in witing of the pendency of
settl enment negotiations, prior to their comencenent, and notice
of the inpending negotiations was duly filed with the Secretary
of the Comm ssion by letter dated March 19, 1999.

Negoti ati ons commenced at an in-person settl enment
conference held by the parties on April 21, 1999. Additional
settl ement conferences were held through May 2000. Settlenent is
now feasi bl e because, after thorough investigation and
di scussion, the Signatory Parties hereto nore fully understand
their respective positions and recogni ze that reasonable
settl ement of those positions is possible. The Signatory Parties

hereto believe that this Agreenent will further the objective of
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giving fair consideration to the interests of custoners and
sharehol ders alike in assuring the provision of safe and adequate

service at just and reasonable rates.

1. OVERVI EW OF THE AGREEMENT

Thi s Agreenent covers Niagara Mohawk's gas rates and
service for the period November 1, 1999 through August 31, 2003.
It results in a gas revenue requirenment freeze at the level in
effect as of October 31, 1999 for the full three years and ten
nmont hs of the Agreenment. This Agreenment al so nakes provision for
a continued revenue requirement freeze and a continuation of the
Agreenent’s ot her provisions after August 31, 2003, in certain
i nst ances.

This Agreenent allows Ni agara Mohawk to make certain
revenue allocation and rate design revisions to its rates for gas
service in the manner descri bed herein, effectuating these
changes on a revenue-neutral basis so that the Conpany's overall
revenues are neither increased nor decreased beyond current
| evels referred to above.

Thi s Agreenent provides for bal anci ng options, back-out
rates, billing options, an Orbudsman for marketers, a County
aggregati on grant program an outreach and education plan
regardi ng gas retail access, including a geographically
concentrated conponent, and other provisions to inprove retail
access to a conpetitive gas market.

Thi s Agreenent provides for explicit financial

- 3 -



Case 99-G-0336 - Gas RaTeE AND ReSTRUCTURI NG SETTLEMENT AGREEMENT

incentives to Niagara Mohawk related to custoner service quality,
gas safety and reliability, mtigation of capacity costs,
capacity rel ease, sales, and portfolio managenent, custoner
m gration, and custoner awareness and understandi ng of gas
conpetitive opportunities.

I n addition, progranms to accelerate the eval uation and
(where economi cally appropriate) reinforcement of the cathodic
protection of wapped steel distribution main, and to assess the
accuracy of thermbilling factors, are included as part of the

overall settlenent package.

I11. DEFIN TI ONS

A. "First Rate Year" nmeans the twelve nonths ending
Cct ober 31, 2000.

B. "Second Rate Year" neans the twelve nonths ending
Oct ober 31, 2001.

C. "Third Rate Year" nmeans the twel ve nonths ending
Oct ober 31, 2002.

D. "Fourth Rate Period" neans the ten nonths ending
August 31, 2003.

E. "CNG Capacity" means transm ssion and storage
capacity services under contract to Ni agara Mdhawk from CNG
Transm ssi on Corporation (or any successor thereto), an
interstate pipeline conpany, used to directly serve Ni agara
Mohawk' s franchise territory.

F. "CRA" nmeans the Contingency Reserve Account
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established in the Prior Rate Plan as nodified in the Interim
Order and this Agreenent.

G "Gas Delivery Service Rates" nmeans Ni agara Mhawk’s
approved rates and charges for all services associated with
nmovi ng gas across its distribution systemregardl ess of the
supplier of the commodity that the custoner purchases its gas
supply from

H. "I nplenmentation Date" nmeans the first cal endar day
of the nonth follow ng the effective date of the Conm ssion order
approving the ternms of this Agreenent.

. "InterimOrder"” nmeans the Order in Cases 99-G 0170,
99- G 0591 and 99-G 0336 entitled Order Approving Unbundling and
Gas Adjustnent Clause Filings Wth Mdifications on an Interim
Basis (issued COctober 15, 1999).

J. "MCG' neans the Monthly Cost of Gas nmechani sm
established effective Novenmber 1, 1999 pursuant to the Interim
Order and Comm ssion regul ations (16 NYCRR 720-6.5) which
provides for automatic recovery from custoners of the total cost
of gas purchased by N agara Mhawk, including but not limted to
the commodity cost of gas, interstate pipeline capacity and
vari abl e costs, storage costs, producer reservation charges and
ri sk managenent costs.

K. "Merchant Transition Costs" neans the revenue | ost
due to the difference between the nerchant back-out credit and
the estimated avoi ded cost during the Settlement Period for those

functi ons, which shall be recovered fromthe CRA
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L. "Post-Aggregation Custoners" neans SCl12 and SC13
transportation custoners who mgrated from sales service to
transportation service on or after October 1, 1996 pursuant to
the terms of the Order in Case 93-G 0932 et al., issued March 28,
1996. (Pursuant to this Agreenment, on the |Inplenentation Date
SC12 and SC13 customers will be reclassified as SC1 and SC2
custonmers not purchasing gas supply from Ni agara Mohawk) .

M "Prior Rate Plan" neans the Ni agara Mohawk gas rate
pl an established in Cases 95-G 1095 and 95- G 0091 (Opinion 96-32)
appl i cabl e through the twelve nonths endi ng Oct ober 31, 1999.

N. "Settlenment Period" neans the First Rate Year
t hrough the Fourth Rate Period, plus any Stayout peri od.

O. "Stayout" neans that the | evel of rates established
pursuant to this Agreenent and the other provisions of this
Agreenent remain effective by default, w thout change or
reaf firmation, beyond August 31, 2003.

P. "Stranded Capacity Costs" neans costs to Niagara
Mohawk of pipeline and storage capacity, including costs of CNG
Capacity that is not assigned, that are not offset by capacity
rel ease revenues or off-system sales and that are no | onger
necessary for sales custonmers (including standby service
transportation custoners) due to mgration and that, prior to the
m gration, were recovered from such custoners.

Q "Upstream of CNG Capacity" neans transm ssion and
storage capacity services under contract to Ni agara Mhawk from

interstate pipelines used to indirectly serve Ni agara Mhawk's
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franchise territory through interconnections with facilities

owned by CNG Transm ssi on Corporation.

| V. GENERAL PROVI SI ONS

1. It is understood that each provision of this
Agreenent is in consideration and support of all the other
provi sions and each provision is expressly conditioned upon
acceptance by the Comm ssion of this Agreenent in its entirety
wi t hout change. |[|f the Conmm ssion fails to adopt this Agreenent
according to its terns without change, then the parties to the
Agreenent shall be free to pursue their respective positions in
this proceedi ng wi thout prejudice.

2. The ternms and conditions of the Agreenent apply
solely to, and are binding on each Signatory Party only in the
context of, the purposes and results of this Agreenent. None of
the ternms and provisions of this Agreenent, nor any nethodol ogy
or principle utilized herein, and none of the positions taken
herein by any Signatory Party may be referred to, cited or relied
upon by any other Signatory Party in any fashion as precedent or
in any other proceedings before the Comm ssion, or any other
regul atory agency, or before any court of |aw for any purpose
except in furtherance of the purposes and results of the
Agr eenent .

3. The Signatory Parties agree to submt this
Agreenent to the Conmm ssion along with a request that the

Comm ssi on expeditiously adopt the ternms of this Agreenent as set
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forth herein.

4. The Signatory Parties recognize that certain
provi sions of this Agreenment require that actions be taken in the
future to effectuate fully this Agreenent. Accordingly, the
Signatory Parties agree to cooperate with each other in good
faith in taking such actions.

5. The Signatory Parties agree that Ni agara Mohawk
will file tariffs in a manner consistent with the terms of this
Agr eenent .

6. In the event of any di sagreenment over the
interpretation of this Agreenent or inplenmentation of any of the
provi sions of this Agreenent, which cannot be resolved informally
anong the Signatory Parties, such disagreenent shall be resol ved
in the following manner: (a) the Signatory Parties shall pronptly
convene a conference and in good faith attenpt to resolve any
such di sagreenment; and (b) if any such di sagreenent cannot be
resolved by the Signatory Parties, any Signatory Party nmay
petition the Comm ssion for resolution of the disputed matter.

7. This Agreenent is being executed in counterpart
originals, and shall be binding on each Signatory Party when the
counterparts have been execut ed.

8. The term of this Agreenment (and the effectiveness
of all of its provisions) is from Novenber 1, 1999 through August

31, 2003, plus any Stayout peri od.
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V. RATE PLAN
A. Revenue Requi r enment

The Signatory Parties have agreed upon revenue and
expense | evels to be allowed as the basis for cal culating revenue
requi renment, and the allocation of those revenues and expenses to
Ni agara Mohawk gas customers, the results of which is set forth
in "Appendi x A" attached hereto and made a part of this
Agreenent. Niagara Mohawk's Gas Delivery Service Rates will
remain frozen at current |evels through the end of the Fourth
Rate Period of this Agreement, wi thout adjustnment up or down,
except for certain revenue allocation and rate design changes
(overall revenue-neutral as a package) and unbundling changes
(revenue neutral to SCl, SC2, and SC3 revenues in effect on
Oct ober 31, 1999) set forth in this Agreenent. |In the event of a
St ayout beyond the Fourth Rate Period, the |evel of Ni agara
Mohawk’ s Gas Delivery Service Rates in effect at the end of the
Fourth Rate Period will continue to remain in effect through the
end of the Stayout period, w thout adjustnment up or down.

1. Cat hodi ¢ Protection Program

The Signatory Parties agree that Ni agara Mohawk w ||
begin a programto eval uate and, where econom cally appropriate,
cathodically protect approximately 642 of 1100 mles of w apped
steel distribution main in its system The programis initially
intended to cover four cal endar/program years comencing with the
Year 2000. Prior to January 1, 2003, the Signatory Parties wl

evaluate the results of the activity of the first three
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cal endar/ program years to determ ne whether the program should
continue through the fourth cal endar/program year, or in the
event of a Stayout, should be extended throughout the Settl enment
Peri od.

The Signatory Parties agree that an annual expense
al l owance of $2 mllion ($2.107 million revenue requirenment
effect) to fund this incremental cathodic protection program has
been included in the cal culation of Gas Delivery Service Rates
pursuant to this Agreement. The $2 million annual rate year
expense allowance will be subject to downward only reconciliation
to actual correspondi ng cal endar/ program year expenditures, the
difference to be credited to the Contingency Reserve Account. To
qualify as "actual expenditures,"” all |abor and contractual
services for cathodic protection nmust be increnental to existing
Ni agara Mohawk gas Operation and Mai ntenance prograns. Ni agara
Mohawk wi || docunent all performance achi evenents and
expendi tures, including an econom c anal ysis denonstrating why
sections of mains evaluated were or were not protected, by March
31 of the follow ng programyear. Unexpended funds fromany rate
year will be permtted to be carried over, but in no event w ||
any carryover extend beyond the end of the Fourth Rate Period, or
the end of the Settlement Period if the programis extended. |If

the programis discontinued, or in the event of a Stayout, unless

the programis extended, the full expense |level of $2 mllion
will be credited to the Contingency Reserve Account on an annual
basis each rate year until such tine as base rates are reset. In
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the event there is no Stayout, the programis continued through
the fourth cal endar/programyear, and funds are expended in the
fourth cal endar year that exceed $1.85 million plus any carryover
funds from prior years, N agara Mohawk will recover the anpunt
expended above the $1.85 mllion plus any carryover funds, up to
a maxi mum of $0.15 mllion, fromthe CRA

The cathodic protection programw |l followthe
procedure detailed in N agara Mohawk's Gas Operating Practice
Bull etin dated June 1, 2000, GOPB 506 (copy attached hereto as
"“Appendi x B"). Any change to the provisions contained in the
af orementi oned GOPB 506 nust be approved by the Director of the
O fice of Gas and Water before they shall apply to the cathodic
protection program

The Signatory Parties agree to the follow ng target
m | eage and m nimum m | eage | evels for the four-year program the
target |l evels consisting of evaluation of sufficient sections of
the systemto insure cathodic protection of at |east 642 m |l es of

pi pe over the four years:

Cal endar Tar get ed M ni mum

Year M | eage M | eage

2000 75 mles 50

2001 196 mles 171

2002 196 niles 171

2003 175 mles 150
2. Low I ncome Customer Assistance Program
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The Signatory Parties agree that Ni agara Mohawk w ||
continue to provide its Low Inconme Custoner Assistance Program
(LI CAP), as described in Section 12.0 of the Power Choice plan
established in Cases 94-E-0098 and 94- E-0099 (Opinion 98-8), for
the benefit of its gas-only custoners as well as its gas/electric
and electric-only custoners. No increnmental funding for the
LI CAP programis provided for in this Agreenent as the programis
already fully funded by the Power Choice plan. It is the
intention of the Signatory Parties that if the existing LI CAP
program expires prior to the end of the Settlenment Period due to
the expiration of the Power Choice plan, that a successor program
be established (after discussions anong the Signatory Parties)
that is applicable to gas custoners through the end of the
Settlement Period. The increnental costs of such successor
program if any, over and above those costs al ready being
incurred to fund the LI CAP program for the benefit of gas
custoners, shall be recoverable by Ni agara Mhawk, either through
the CRA or if the CRA is depleted, as provided for by the
Conmi ssi on.

3. Construction, Operation, and Mui ntenance Services

Ni agara Mohawk shall be authorized to provide
construction, operation, and nmaintenance services to facilities
(not including appliances, and provided that such services do not
viol ate any Commi ssion orders on appliance or repair services)
owned by custoners or others that are related to the delivery of

gas. Such services shall be charged at Ni agara Mhawk’s fully
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| oaded costs and the profits therefromw ||l accrue to the benefit
of ratepayers. Any such services provided by N agara Mhawk
shall al so be subject to the follow ng:

(a) Under no circunstances shall Ni agara Mhawk’ s
provi sion of such services inpose a cost on its ratepayers or
adversely inpact Ni agara Mhawk’ s provi sion of safe and adequate
public utility service;

(b) Ni agara Mohawk shall provide these services on a
first-come, first-served basis on non-discrimnatory ternms and
conditions, that is, simlarly situated custonmers shall be
charged the sane rates;

(c) Niagara Mohawk will make custoners aware if there
are other entities that nmay be able to provide the requested
servi ces;

(d) Ni agara Mohawk shall not provide or offer to
provi de services to custoners that are ordinarily provided by
Mar ket ers or Energy Services Conpanies (ESCOs) such as energy
audits, energy efficiency equipnment, etc. w thout prior
Comm ssi on approval ;

(e) Niagara Mohawk will not hire any additional
enpl oyees or purchase additional equipnment in order to provide
t hese services;

(f) Niagara Mohawk shall maintain records relative to
all such services, including scope of work, costs incurred, and
revenues received, and shall put appropriate policies and

procedures in place to ensure these restrictions are foll owed;
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(g) To the extent Ni agara Mohawk’s provision of the
servi ces descri bed above requires Conmm ssi on authorization
pursuant to Section 107 of the Public Service Law, such
authorization is in the public interest and the Commi ssion’s
approval of the terns of this Agreenent constitutes such
aut hori zati on.

4. Costs Associated Wth Term nation of Gas
Transportation and Peak Shaving Agreenents

In Cases 94-E-0098 and 94-E-0099, the Comm ssion
ext ended t hrough October 31, 1999 a nechanismto recover "| ost
revenues or additional costs incurred in connection with new peak
shavi ng and gas transportation contracts" solely from gas
custoners (Opinion 98-8, Page 73). After Novenber 1, 1999, the
recovery nmechani smwas to be reeval uated based on the rel ative
benefits to the electric and gas departnents of restructuring the
peak shaving and gas transportation contracts.

(a) Peak Shaving Repl acenent Costs

The mechanismw || not be extended regarding the
recovery of peak shaving replacenent costs because effective
November 1, 1999 prudently incurred charges for capacity and
commodity costs can already be recovered through the reinstituted
MCG. Such cost recovery for additional or replacenent capacity
cost is also subject to the Conm ssion's Policy Statenent
Concerning the Future of the Natural Gas Industry in New York
State and Order Term nating Capacity Assignnment (1ssued Novenber
3, 1998).
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(b) SC8 and SC9 Delivery Service Revenues

An inputation of $16,542,000 received from SC9 is
explicit in the revenue requirenment agreed upon as part of this
Agreenent. Revenues from I ndependent Power Producer's
transportation contracts are included in this inputation. For
each rate period, if revenues exceed $16, 542,000 fromthese
services, the excess will be credited to the Gas Delivery Service
Rates of SCl, SC2, SC3, SCl2 and SC13 custoners (SCl12 and SC13
will be reclassified) by nmeans of a volunetric credit to their
bill. If revenues are |ess, Niagara Mohawk wi |l be kept whole to
the | evel of the inputation by neans of a volunetric surcharge to
the Gas Delivery Service Rates of SCl, SC2, SC3, SCl2 and SC13
custoners (SCl12 and SC13 will be reclassified).

(i) Transfers between SC8 and SC9

Effective on the Inplenentation Date, Ni agara Modhawk
will be entitled to retain all delivery service revenues up to
t he hi ghest annual amount in the last three years ending on the
| npl ement ati on Date associated with SC8 custonmers who nmay
transfer to SC9. |If the ternms of the negotiated contract result
in delivery service revenues generated by transferring custoners
exceedi ng the highest annual amount in the [ast three years
ending on the Inplenentation Date, such excess revenues, net of
any return on new i nvestnment incurred by Ni agara Mdhawk, w Il be
passed through to ratepayers subject to the terns of this
Agr eenent .

If a custoner should transfer to SC8 from SC9, inputed
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delivery service revenues associated with that account, subject
to the conditions cited above, will be credited to SC9 delivery
service revenues as if there were no transfer.
(i1) Renegotiation of Existing SC9 Contracts

| f Ni agara Mohawk shoul d renegoti ate any contract
contai ni ng I mbal ance Services associated with custoner
designations 1, 3, 7 and 16 as contained in its letter of
Decenber 15, 1998 from the Manager, Revenue and Cost All ocati on,
to the Records Access O ficer of the Comm ssion, Niagara Mohawk
may petition the Comm ssion to have ratepayers assune the revenue
shortfall under the terns of the sharing provisions associated
with SC9 service. 1In its petition Niagara Mohawk nmust prove to
the satisfaction of the Conm ssion that the terns of the
renegoti ated contract are in ratepayer's interest. |f during the
termof this Agreenent the delivery service revenue shortfal
froma renegotiated rate should result in total delivery service
revenues collected fromthe class which are |ess than $16, 542, 000
per year (target), ratepayers will only be responsible to absorb
50% of the shortfall below the target.

(iii) New SC9 Contracts

Ef fective May 16, 1999, all new contracts for electric
generation of at least fifty (50) MM will be subject to the
terms and conditions of SCl4. After the Inplenentation Date,
Ni agara Mohawk will be entitled to retain delivery service
revenues from SC9 contracts at |ocations which have no pre-

existing facilities or whose facilities are not adequately sized
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to accommpdate the new demand. Delivery service revenues
retai ned by Ni agara Mohawk mnmust be increnental to those which may
be obtained from existing gas equi pnment, provided that service to
such new | ocations require investnments by Niagara Mohawk in
excess of those required for service lines, regulation and
metering. |If construction of a main extension is required, and
such extension is off a main installed to serve an existing or
past SC9 customer, a portion of the delivery service revenues
generated by the new contract will be shared with ratepayers.
The al location between Ni agara Mohawk and ratepayers shall be
est abl i shed using principles associated with the Conm ssion's gas
mai n extension policy.

5. Therm Bil i ng Accuracy Assessnent

During the Settlenent Period, N agara Mohawk wil |
conduct a programto sanple the heat content of gas delivered
withinits thermbilling zones. The purpose of the programis to
assess whether the therm factors devel oped by Ni agara Mohawk for
billing both Ni agara Mohawk and transportation custonmers for gas
supply service are reasonably accurate. Currently, thermbilling
factors are derived by Ni agara Mohawk fromits gate station flow
data and conputer-nodeled gas flow allocations to thermbilling

(Btu) zones, but there is no testing of gas within zones to test

t he reasonabl eness of the billing factors used. No further steps
beyond assessnent of the accuracy of the thermbilling factors
are anticipated during the Settlenent Period. |If problens are

identified, however, the Comm ssion would not be precluded from
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consi deri ng whet her renedi al nmeasures are warranted. Niagara
Mohawk may defer the increnental costs of any remedi al neasures
in excess of $100,000, and if Ni agara Mohawk w shes i medi ate
recovery, may petition the Conm ssion for recovery fromthe CRA
Ni agara Mohawk wi |l use gas Btu neasuring devices to

anal yze sanples of gas taken fromlocations within its therm

billing zones for conparison to the billing factors derived by
its current nethods. Four neasuring devices will be purchased
for the program Niagara Mohawk will solicit bids from equi pment

suppliers and actual equi pment purchase costs of up to a nmaxi mum
of $70,000 will be recovered by Ni agara Mohawk fromthe CRA. The
Signatory Parties agree that all other N agara Mdhawk costs,
i ncl udi ng personnel costs, to inplenment the program have been
included in the calcul ati on of revenue requirenment pursuant to
this Agreenent and will not be subject to an additi onal
al I owance.

Staff and Ni agara Mohawk wi || cooperatively devel op an
i npl ementation plan for the program by Septenmber 1, 2000. The
plan will include the type of equipnment to be used, the |ocations
on the distribution system where gas sanples are to be taken, the
frequency of sanpling at each |location, and a plan for data
analysis and reporting. Staff wll have access to nonitor gas
sanpling operations.

6. Al | owance for Funds Used During Construction

For purposes of determ ning the All owance for Funds

during Construction (AFC) rate during the Settl enment Period, the
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gas portion of the weighted overall cost of common equity will be
assuned to be 10.0%

7. Exerci se of Comm ssion Authority

Nothing in this Agreenent shall prohibit the Comm ssion
(upon its own notion or upon notion of a Signatory Party) from
exercising its ongoing statutory authority to act on the |evel of
Ni agara Mohawk's gas rates in the event of unforeseen
circunstances that, in the Comm ssion’s judgnment, have such a
substantial inpact on the rate of return as to render the return
on the common equity devoted to Ni agara Mhawk's gas operations
unr easonabl e, unnecessary, or inadequate for the provision of
saf e and adequate service.

B. Deferrals

No deferrals will be allowed during the Settl enment
Peri od except as set forth in this Agreenent. Deferrals wll
occur for the followng itens:

1. SIR Costs

The deferral bal ance for site investigation and
remedi ation (SIR) costs existing on October 31, 1999 pursuant to
the Prior Rate Plan will not be added to or netted against the
Conti ngency Reserve Account balance as originally contenplated in
the Prior Rate Plan. [Instead, the deferral bal ance existing on
Cct ober 31, 1999 pursuant to the Prior Rate Plan will continue to
be deferred in a SIR deferral account separate fromthe
Conti ngency Reserve Account, with interest accruing at the

unadj ust ed custonmer deposit rate.
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Ni agara Mohawk will recover 100% of costs incurred
during the Settlenment Period for SIR activities, except to the
extent that recovery of such costs was disall owed under the Prior
Rate Pl an or previous Comm ssion action. At the end of the First
Rate Year, the Second Rate Year, and the Third Rate Year, Ni agara
Mohawk will true up its actual SIR costs in the applicable rate
year to the $2.250 mllion annual expense all owance | evel
established in this Agreenent. Any difference will be added to
or netted against the SIR deferral account, as appropriate. |If
there is no Stayout, the annual SIR allowance will be pro-rated

based on nonthly operating revenues and the true up provisions

above will apply to actual SIR costs incurred in the Fourth Rate
Period. In the event of a Stayout, the annual true up provisions
will continue for any Stayout period, to be applied, if

necessary, on a pro-rata basis based on nonthly operating
revenues. The factors to be applied to determ ne pro-ration by
mont hly operating revenues are attached hereto as "Appendix C'
and made a part of this Agreenent. At the end of the Settl enent
Period and the final true up, the disposition of any bal ance
remaining in the SIR deferral account, owed either to Niagara
Mohawk or to custonmers, will be made in a manner to be determ ned
by the Conm ssion.

Costs allowed in the SIR deferral nechani sm shall be
of fset by the net revenues described bel ow and by any net
recoveries frominsurers and third parties for SIR costs not

al ready flowed-through to custonmers. Net gains recognized during
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any annual or pro-rated true up period fromthe sale or transfer
to Non-utility Property of Ni agara Mohawk | and included in rate
base or fromthe sale of stone, gravel, sand, or tinber from such
| and, or any net gains recognized fromthe | easing of such |and
or fromthe sale or lease of mning or drilling rights to such
land, will be credited to the SIR deferral account referenced
above to help offset total SIR costs. For a transfer of land to
Non-utility Property, the net gain shall be determ ned utilizing
an apprai sal by a Menber Appraisal Institute (MAI) certified
appr ai ser.

2. Conti ngency Reserve Account

The Contingency Reserve Account (CRA), as established
in the Prior Rate Plan, had a bal ance for the benefit of
custonmers as of October 31, 1999 of $40 mlIlion. As of
Novenmber 1, 1999, the prior CRA nechanisns ended and the $40
mllion balance was deferred for custoner benefit, w thout a cap,
with interest accruing at the unadjusted custoner deposit rate.
The CRA bal ance as of the Inplenentation Date, including said
carrying charges since Novenber 1, 1999, wll continue to be
deferred in a separate CRA, but will be used as a ratebase
offset, in effect receiving carrying charges at the overall rate
of return, for the Settlenment Period. At the end of the
Settl ement Period, the disposition of any bal ance remaining in
the CRAwill be made in a manner to be determ ned by the
Commi ssion. The CRA will be used as described el sewhere in this

Agreement, with the associated dollar levels identified.
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3. Rat e Base I npact of the Use of the CRA

For the purpose of calculating the revenue requirenent
effect of using the CRA, the annual expense all owance |evel
established in this Agreenment assunes that one-third of the CRA
bal ance woul d be depleted in the First Rate Year, one-third in
t he Second Rate Year and one-third in the Third Rate Year, with
no additional funds being available in the Fourth Rate Period and
beyond. Thus, the beginning, end, and average rate year bal ance

assumptions reflected in this Agreenent are as foll ows:

CRA Bal ance $000s
Begi nni ng End Aver age
First Rate Year $40. 000 $26. 667 $33. 334
Second Rate Year $26. 667 $13. 333 $20. 000
Third Rate Year $13. 333 $0 $6. 667
Fourth Rate Period $0 $0 $0

These bal ances are reflected as a reduction to rate base and thus
as a reduction to the return on rate base assunmed in the revenue
requi rement cal cul ation. The actual use of the CRA is expected
to be different than assuned above, and the Signatory Parties
agree to true up the effect to actuals and to defer the revenue
requi rement effect of the actual CRA use by applying the

follow ng fornul a:



Case 99-G-0336 - Gas RaTeE AND ReSTRUCTURI NG SETTLEMENT AGREEMENT

(Actual Average CRA Bal ance

Assuned Average CRA Bal ance)

* Pre-tax Rate of Return

Use of Contingency Reserve Revenue Requirenent Deferral

For purposes of this calculation the pre-tax rates of return are
assuned to be 10.28% in the First Rate Year, 10.40% in the Second
Rate Year, and 10.33% for the duration thereafter of the
Settl ement Peri od.

4. Custonmer Service System Credits

The expense levels allowed as the basis for calcul ating
revenue requirement as part of this Agreenment (see Appendi x A)
i nclude certain expenses (both rate base and depreciation
expense) for Niagara Mohawk's Custonmer Service System (CSS). The
Signatory Parties agree that a resolution of rate issues
regardi ng CSS was beyond the scope of negotiations leading to
this Agreenent. Therefore, the Signatory Parties agree that
pending a future determ nation by the Conm ssion as to the
al l owabl e | evel of CSS expenses (both rate base and depreciation
expense), the |level of the gas portion of CSS expenses shall be
capped at the | evel shown in Appendix A and included in revenue
requi rement subject to downward-only true up to the anount
actually allowed by the Comm ssion in such future determ nation.
Any credit due to gas custoners as a result of a future
determ nation by the Conmmi ssion as to the allowable | evel of the

gas portion of CSS expenses (both rate base and depreciation
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expense) will be deferred, with interest accruing at the
unadj ust ed customer deposit rate, until reflected in gas rates in
a manner to be determ ned by the Conmission. |In the event that
t he actual all owance determ ned by the Conm ssion in the future
is higher than the expense levels (both rate base and
depreci ati on expense) shown on Appendi x A, Ni agara Mohawk w ||
not be entitled to any upward reconciliation or recovery of the
gas portion of said expense |evels.

5. Gas Safety and Service Reliability Incentive

Any penalty accruing as a result of the gas safety and
service reliability incentive mechani sm (described el sewhere in
this Agreenent) will be deferred, with interest accruing at the
unadj usted custoner deposit rate, until reflected in rates in a
manner to be determ ned by the Conmm ssion.

6. Legi sl ative, Regulatory and Rel ated Actions

To the extent that mandatory regul atory, |egislative or
accounti ng changes not specifically addressed herein (including
i ncome, gross receipts tax, or other state or federal tax
expense, but excluding |ocal real property tax) becone effective
during the Settlement Period covered by this Agreenent, the
revenue requirenment inpacts of each specific change will be
gquantified separately and, to the extent that each separate item
exceeds 1% of gas net inconme in an annual amount, it shall be
deferred, with interest accruing at the unadjusted custoner
deposit rate, for refund to or recovery fromcustoners in a

manner to be determ ned by the Conm ssion. This provision shall
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not prohibit refund or recovery of the revenue requirenent
i npacts of such changes to the extent expressly authorized by
appl i cable | aw.

7. CGeneric Policy Case Actions

To the extent that mandatory changes not specifically
addressed herein due to generic policy decisions of the
Comm ssi on beconme effective during the Settl enent Period covered
by this Agreenent, the revenue requirenent inpacts of each
specific change will be quantified separately and, to the extent
t hat each separate item exceeds $100, 000 in an annual amount, it
shall be deferred, with interest accruing at the unadjusted
custoner deposit rate, for refund to or recovery from custoners
in a manner to be determ ned by the Conm ssion. The sane
treatnment shall be afforded non-nmandatory changes adopted by
Ni agara Mohawk as a result of generic policy decisions of the
Comm ssion. Consistent with the foregoing, the parties recognize
t hat generic policy decisions of the Comm ssion wll be
applicable to Ni agara Mohawk according to their ternms (unless
stayed by the Conmm ssion or a court or provided otherw se by the
Comm ssion) during the Settlenment Peri od.

8. Interest On Deferrals

The Signatory Parties agree that Ni agara Mohawk w ||
apply interest on a nonthly basis to all deferral credit and
debit bal ances contenpl ated by this Agreenment until they are
reflected in rates, either directly or through anortization.

Unl ess otherwi se stated, the interest rate to be applied to these
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booked amounts will be the unadjusted customer deposit rate as
determined fromtinme to time by the Comm ssion

9. Regul atory Deferral Anortizations

The chart below sets forth the anortization during the
Settlement Period of existing Regulatory Deferrals. The
anortizations of the OPEB Regul atory Asset, VERP Costs and the
Labor 53rd Week Accrual will be as shown on the chart. The
Pension Gain anortization of ($132,000) in the First Rate Year is
based on the actual ampunt anortized during Novenmber and
Decenber, 1999. The remaini ng bal ance of the Pension Gain at
January 1, 2000 of ($%$2,167,341) will be anprtized over the
Settlenent Period consistent with the current practice of totally

of fsetti ng OPEB expense.

Anmorti zation of Regul atory Deferrals
($000)

First Rate | Second Third Rate Fourth

Year Rat e Year Year Rat e Year
OPEB $660 $660 $660 $550
VERP Cost s $563
Pension Gain | (%$132)
Anortization
Labor 53rd $128 $128 $128 $107
Week Acrual

C. Adj ustments and Reconciliations
No adjustnments or reconciliations will be all owed
during the Settlement Period except as set forth in this

Agreenment or as authorized by the Comm ssion. Adjustnents and
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reconciliations will occur for the following itens:
1. Gas Cost and Weat her Nornmalization Adjustnents

- - Actual commodity costs as provided for in 16 NYCRR
720-6.5, through the MCG

- - Actual capacity costs for sales custoner denmands
as provided for in 16 NYCRR 720-6.5, through the
MCG (subject to the Capacity Incentive Program,;

- - "Upstream of CNG' capacity rel ease revenues (not
including rel eases resulting fromm grati on of
Post - Aggr egati on Custoners), through the MCG
subj ect to 85/15 sharing between ratepayers and
shar ehol ders;

- - "Upstream of CNG' capacity rel ease revenues
resulting frommgration of Post-Aggregation
Custoners, through the MCG

- - CNG Capacity rel ease revenues (not including
assi gnnments of capacity or releases resulting from
m gration of Post-Aggregation Custoners), through
t he MCG subject to 85/15 sharing between
rat epayers and sharehol ders);

- - CNG Capacity rel ease revenues due to assignnents
of capacity or releases resulting from mgration
of Post - Aggregati on Custoners, through the MCG

- - Sales for resale revenues (a.k.a. "off system
sal es”, not including sales resulting from
m gration of Post-Aggregati on Custoners), through
the MCG subject to 85/15 sharing between
rat epayers and sharehol ders;

-- Sal es for resale revenues resulting from mgration
of Post-Aggregati on Custoners, through the MCG

- - Revenues fromthird party managers of gas
portfolios (not including assignments of capacity
or releases resulting frommgration of Post-
Aggregation Custoners), through the MCG subject to
85/ 15 sharing between ratepayers and sharehol ders;

- - Revenues fromthird party managers of gas
portfolios due to assignments of capacity or
rel eases resulting frommgration of Post-
Aggregati on Custoners, through the MCG
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- - Weat her normalization adjustnments as discussed in
Section VI. A, through a line itemon the
customer bill; and

- - Research and Devel opment surcharge in conpliance
with Rule 30 of PSC 218 Gas and the Conm ssion’s
Order issued February 14, 2000 in Case 99-G 1369,
t hrough the MCG.

2. Reconcil i ati ons

- - Revenues from Gas Delivery Service Rates to SC4
and SC5|1 custoners, as an adjustnment to Gas
Delivery Service Rates of SCl, SC2, SC3, SCl2 and
SC13 custoners subject to 80/20 sharing between
rat epayers and sharehol ders (SC51, SCl12 and SC13
will be reclassified);

- - Revenues from Gas Delivery Service Rates to SC9
custonmers, as an adjustnment to Gas Delivery
Service Rates of SCl, SC2, SC3, SCl12 and SC13
custonmers (SCl2 and SC13 will be reclassified);

- - SIR costs, to the separate SIR deferral account;

- - Credit of unexpended Cathodic Protection Program
costs, to the CRA in certain circunstances;

- - Credit of Custoner Service System (CSS)
adj ustments, both rate base and depreciation
expense, to a separate CSS deferral account; and

- - Rat e Base I npact on the use of the CRA, to the
CRA.

3. Adj ustnments to Contingency Reserve
Account to Fund Certain Costs

- - Al | owed Bal anci ng Program Capital Costs;

- - Al l owed Stranded Capacity Costs;

- - Al | owed Merchant Transition Costs;

-- Al | owed Qutreach and Educati on Pl an Costs;

-- Al | owed Geographically Concentrated Conponent
Cost s;

- - Al | owed County Aggregation G ant Program Costs;
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- - Al l owed Therm Billing Accuracy Capital Costs;

- - Allowed One Bill Option (Uility-Provided) Costs;
and

- - Al l owed Tax Law Changes Costs.

D. Ear ni ngs Shari ng

Fol | owi ng each twel ve-nonth period endi ng Oct ober 31,
2000, 2001, 2002, and 2003, Ni agara Mhawk wi Il make a
conputation of its gas rate of return on common equity (ROE) for
the applicable twelve-nmonth period. 1In the event of a Stayout
beyond October 31, 2003, Niagara Mohawk wi |l nake the conputation
for any subsequent twelve-nonth period during which the Stayout
was in effect for at |east a portion of the twelve-nmonth peri od.
The conputati ons and the underlying data will be nade avail abl e
to the Signatory Parties and filed with the Conm ssion not |ater
t han January 31 following the end of the applicable twelve-nonth
period. The filings will include supporting workpapers and the
ROE cal cul ati on based on traditional ratemaking practices and
met hodol ogi es applicable to Ni agara Mohawk as to includable
costs, revenues and appropriate capital structure. The
conputation of gas rate of return on common equity wll be
cal cul ated from Ni agara Mohawk's books of account for the
appl i cabl e twel ve-nonth period, except that Conm ssion-approved
incentive benefits and penalties applicable to the twel ve-nonth
period covering customer service incentives (gas pro-rata
portion), gas safety and service reliability incentives, capacity

cost mtigation incentive programincentives, and capacity
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rel ease, sales for resale, and portfolio managenment incentives,
wi Il be excluded fromthe earnings cal culations. Any

di sagreenents about Ni agara Mohawk's ROE cal cul ati on and
capitalization that cannot be resolved by the Signatory Parties
shall be referred to the Conm ssion for resolution. For each

twel ve-nmont h period covered by this Agreenment, Ni agara Mohawk

will allocate the revenue equivalent of its gas earnings, if any,
in excess of the "Threshold Earnings Level"” in any rate year as
fol |l ows:

- fifty percent of such excess will be retained by

Ni agara Mohawk (sharehol ders); and
- fifty percent of such excess will be deferred to be
applied to the benefit of custoners in a manner to be
determ ned by the Conm ssion. The Signatory Parties
agree that they will be free to make any argunent as to
the manner in which those deferred amunts should be
used for customer benefit.
If there is no Stayout, earnings for the twelve-nonth period
endi ng October 31, 2003 will be pro-rated based on nonthly
operating revenues and the earnings sharing provisions above w |l
apply only to the earnings pro-rated to the Fourth Rate Peri od.
In the event of a Stayout, the earnings sharing provisions wll
continue for any Stayout period, to be applied, if necessary, on
a pro-rata basis based on nonthly operating revenues. The
factors to be applied to determ ne pro-ration by nonthly

operating revenues are attached hereto as "Appendix C' and made a
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part of this Agreenent. The Threshold Earnings Level shall be
not |l ess than 10.0 percent nor nore than 12.0 percent (200 basis
poi nt variable band). The actual |level will be cal culated for
any particular twelve-nonth period according to the nethodol ogi es
established in this Agreenent for the customer mgration (up to
150 basis points) and custoner awareness and understandi ng of gas
conpetitive opportunities incentives (up to 50 basis points).
E. I ncentives

1. Cust omrer Service

The Signatory Parties agree that the existing custoner
service incentive program which is applicable to custoner
service provided by Niagara Mohawk to both electric and gas
custoners, part of the N agara Mohawk Power Choice plan
established in Cases 94-E-0098 and 94-E-0099, wll not be
modi fied by this Agreenent. It is the intention of the Signatory
Parties that if the existing custoner service incentive program
expires prior to the end of the Settlenment Period, due to the
expiration of the Power Choice plan, that a successor custoner
service incentive program be established (after discussions anong
the Signatory Parties) that is applicable to gas custoners
t hrough the end of the Settlenment Period. The increnmental costs
of such successor program if any, over and above those costs
al ready being incurred to fund the existing programfor the
benefit of gas custoners, shall be recoverable by N agara Mhawk,
either through the CRA or if the CRA is depleted, as provided for

by the Conm ssion.
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2. Gas Safety and Service Reliability

A gas safety and service reliability incentive
mechanismwi |l be in effect during the Settl enent Period unless
di sconti nued by the Comm ssion. The maxi num penalty for any
annual neasurenent period will equal twelve (12) basis points of
pre-tax return on common gas equity (revenue requirenent
equivalent). |If there is a penalty applicable in any period, it
will be reflected in rates in a manner to be determ ned by the
Conmi ssi on.

(a) One-Call Notices

Comrencing with the First Rate Year, and through the
end of the Settlenent Period, Ni agara Mohawk wi ||l be assessed
three (3) basis points of pre-tax return on gas common equity
(revenue requirenent equivalent) for failure, measured within
Cal endar Year 2000, and subsequent cal endar years, to respond on
three (3) or nore occasions to Rule 753-3.1 one-call notices
within the time frame required by Rule 753-4.5, other than
failures to respond as a result of emergency notice
notifications. Wth concurrence of the Department of Public
Service's Director of the Ofice of Gas and Water, exceptions nay
be perm tted where conditions prevent conpliance. Each rate year
will stand on its own and there will be no carryover or averaging
of any kind in calculating any assessnents regardi ng one-cal
notices.

(b) Leak Backl ogs

Commencing with the First Rate Year (using the end of
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cal endar year 2000 as the measurenment interval for the First Rate
Year), and through the end of the Settlenment Period, N agara
Mohawk wi Il be assessed two (2) basis points of pre-tax return on
gas common equity (revenue requirenent equivalent) for failure to
reduce the nunber of |eaks in backl og pending repair, not
i ncluding | eaks repaired but pending recheck, of Type 1, 2 and 2A
| eaks so that backl og | evels do not exceed 300 by Decenber 31
2000, 250 by Decenber 31, 2001, and 200 by Decenber 31 of
subsequent years, such 200 level in subsequent years continuing
t hrough the Settlenment Peri od.

(c) Cathodic Protection

i Failure to Achieve M ninmum Level s

For the First Rate Year, Ni agara Mohawk wi |l be
assessed seven (7) basis points of pre-tax return on gas conmopn
equity (revenue requirenment equivalent) for failure, nmeasured
wi t hin Cal endar Year 2000, to cathodically protect at |east 50
mles of pipe (the mninmumm| eage | evel to be achieved for that
year). For the Second Rate Year, Ni agara Mohawk wi || be assessed
seven (7) basis points of pre-tax return on gas common equity
(revenue requi rement equivalent) for failure, nmeasured within
Cal endar Year 2001, to cathodically protect at |least 171 mles of
pi pe. For the Third Rate Year, Ni agara Mohawk w Il be assessed
seven (7) basis points of pre-tax return on gas common equity
(revenue requi rement equivalent) for failure, nmeasured within
Cal endar Year 2002, to cathodically protect at |least 171 mles of

pi pe. For the Fourth Rate Period, N agara Mhawk w || be
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assessed seven (7) basis points of pre-tax return on gas common
equity (revenue requirenment equivalent) for failure, neasured
wi thin Cal endar Year 2003, to cathodically protect at |east 151
mles of pipe. Each rate year or period will stand on its own
and there will be no carryover or averaging of any kind in
cal cul ati ng any assessnments regarding failure to achieve n ni mum
protection |evels.
ii. Failure to Achieve Target Levels

For the First Rate Year, neasured w thin Cal endar Year
2000, if Niagara Mohawk cathodically protects at |east 50 mles
of pipe (the minimum m | eage |evel to be achieved for that year),
but less than 75 nmiles of pipe (the target m | eage | evel to be
achieved for that year), N agara Mhawk will be assessed the
nunber of basis points of pre-tax return on gas common equity
(revenue requirenent equivalent) corresponding to the actual

m | eage | evel achieved shown on the follow ng table:

Year 2000
M| es Achi eved Basi s Poi nt Assessnent
50 to 54 6.0
55 to 59 4.8
60 to 64 3.6
65 to 69 2.4
70 to 74 1.2

Any assessnent incurred for failure to achieve target levels in
cal endar year 2000 can be offset to the degree that mles
achi eved in cal endar year 2001 exceed the cal endar year 2001

target of 196 mles. No offset will be permtted beyond cal endar
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year 2001.

For the Second Rate Year, neasured wi thin Cal endar Year
2001, if Niagara Mohawk cathodically protects at least 171 mles
of pipe (the mnimum m |l eage |evel to be achieved for that year),
but less than 196 mles of pipe (the target nm | eage |level to be
achi eved for that year), Niagara Mohawk wi |l be assessed the
nunber of basis points of pre-tax return on gas connon equity
(revenue requi renment equival ent) corresponding to the actual

m | eage | evel achieved shown on the follow ng table:

Year 2001
M| es Achi eved Basi s Poi nt Assessnent
171 to 175 6.0
176 to 180 4.8
181 to 185 3.6
186 to 190 2.4
191 to 195 1.2

Any assessnent incurred for failure to achieve target levels in
cal endar year 2001 can be offset to the degree that mles
achi eved in cal endar year 2002 exceed the cal endar year 2002
target of 196 mles. No offset will be permtted beyond cal endar
year 2002.

For the Third Rate Year, measured w thin Cal endar Year
2002, if Niagara Mohawk cathodically protects at |least 171 mles
of pipe (the mnimum m | eage |evel to be achieved for that year),
but less than 196 mles of pipe (the target m | eage |level to be
achi eved for that year), Ni agara Mohawk wi ||l be assessed the

nunber of basis points of pre-tax return on gas conmon equity
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(revenue requi rement equival ent) corresponding to the actual

m | eage | evel achi eved shown on the follow ng tabl e:

Year 2002
M| es Achi eved Basi s Poi nt Assessnent
171 to 175 6.0
176 to 180 4.8
181 to 185 3.6
186 to 190 2.4
191 to 195 1.2

Any assessnent incurred for failure to achieve target levels in
cal endar year 2002 can be offset to the degree that mles
achi eved in cal endar year 2003 exceed the cal endar year 2003
target of 175 mles. No offset will be permtted beyond cal endar
year 2003.

For the Fourth Rate Period, neasured wthin Cal endar
Year 2003, if Niagara Mohawk cathodically protects at |east 150
mles of pipe (the mninmumm | eage | evel to be achieved for that
year), but less than 175 mles of pipe (the target m | eage | evel
to be achieved for that year), Ni agara Mohawk wi || be assessed
t he nunber of basis points of pre-tax return on gas common equity
(revenue requirement equivalent) corresponding to the actual

m | eage | evel achi eved shown on the follow ng tabl e:

Year 2003
M| es Achi eved Basi s Poi nt Assessnent
150 to 154 6.0
155 to 159 4.8
160 to 164 3.6
165 to 169 2.4
170 to 174 1.2



Case 99-G-0336 - Gas RaTeE AND ReSTRUCTURI NG SETTLEMENT AGREEMENT

Any assessnent incurred for failure to achieve target levels in
cal endar year 2003 cannot be offset.
iii. Successor Incentive

It is the intention of the Signatory Parties that if
the cathodic protection programis discontinued for the Fourth
Rate Period, and in the event of a Stayout, that a successor gas
safety and reliability incentive mechanismworth seven (7) basis
poi nts be established (after discussions anong the Signatory
Parties) that is applicable to gas service through the end of the
Settlenent Period, in lieu of the cathodic protection conponent

descri bed above.

3. Capacity I ncentive Program

A capacity incentive programwi |l be in effect
begi nni ng Novenber 1, 1999, and continuing throughout the
Settl enment Period. The nmechanism provides indirect and direct
incentives to Niagara Mohawk to mtigate Stranded Capacity Costs.
I ndirectly, the nmechani sm provides Ni agara Mohawk an incentive to
rel ease capacity contracts so as to create an opportunity to earn
a direct incentive related to replacenent capacity costs.
Directly, the mechanism all ows N agara Mohawk an opportunity to
earn a share of replacenent capacity cost savings in relation to
a target, and provides a disincentive to incur replacenment
capacity costs in excess of the deadband. The incentive

(reward/ penalty) has an annual cap of $2 mllion for
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sharehol ders. Any reward or penalty will be flowed through to
SC1, SC2, and SC3 sal es custoners via the MCG and to SC8
transportation custoners taking standby sal es service as an
adjustnment to their SC8 D1 Denmand Charge. The full incentive
mechanismis attached hereto as "Appendi x D' and nade a part of
this Agreenent.

4. Capacity Rel ease, Sales for Resale and Portfolio
Managenment

Al'l capacity rel ease and sales for resale sharing
mechani sms of the Prior Rate Plan shall end as of October 31,
1999. A capacity release, sales for resale and portfolio
managenent incentive mechanismw |l be in effect beginning
Novenber 1, 1999, and continuing throughout the Settl enent
Period, as foll ows:

(a) "Upstream of CNG' Capacity Rel ease

Ni agara Mohawk will be entitled to retain for the
benefit of its sharehol ders, as an incentive, fifteen percent
(1599 of all revenues derived fromthe release of capacity
"upstream of CNG' not including releases resulting fromm gration
of Post-Aggregation Custoners. The remaining eighty-five percent
(85%9 share will be flowed through to SC1, SC2, and SC3 sal es
custoners via the MCG and to SC8 transportation custonmers taking
standby sales service as a credit to their SC8 D1 Demand Charge.
Revenues derived fromthe rel ease of capacity "upstream of CNG'
resulting frommgration of Post-Aggregation Custonmers will not

be shared or subject to an incentive.
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(b) CNG Capacity Rel ease

Ni agara Mohawk will be entitled to retain for the
benefit of its shareholders, as an incentive, fifteen percent
(1599 of all revenues (or cost offsets to CNG s charges) derived
fromthe rel ease of CNG capacity not including assignnents of
capacity or releases resulting from m gration of Post-Aggregation
Custonmers. The remaining eighty-five percent (85% share will be
fl owed through to SCl1, SC2, and SC3 sal es custoners via the MCG
and to SC8 transportation custoners taking standby sal es service
as a credit to their SC8 D1 Demand Charge. Revenues (or cost
offsets to CNG s charges) derived fromthe rel ease of CNG
Capacity resulting from assignments or nigration of Post-
Aggregation Custoners will not be shared or subject to an
i ncentive.

(c) Sales for Resale

Ni agara Mohawk will be entitled to retain for the
benefit of its sharehol ders, as an incentive, fifteen percent
(159% of all net revenues derived fromsales for resale (a.Kk.a.
"of f system sales”) not including sales resulting fromm gration
of Post-Aggregation Custoners. The remaining eighty-five percent
(85%9 share will be flowed through to SC1, SC2, and SC3 sal es
custoners via the MCG and to SC8 transportation custonmers taking
standby sales service as a credit to their SC8 D1 Demand Charge.
Revenues derived fromsales for resale resulting frommgration
of Post-Aggregation Custoners will not be shared or subject to an

i ncentive.
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(d) Portfolio Managenent

Ni agara Mohawk will be entitled to retain for the
benefit of its shareholders, as an incentive, fifteen percent
(1599 of revenues derived froma third party nmanager of its gas
portfolio. The incentive will apply only to those assets in the
portfolio relating to Upstream of CNG Capacity and CNG Capacity
whi ch excl ude capacity resulting fromm gration of Post-
Aggregation Customers or capacity assignnments. The renaining
revenues will be flowed through to SCl1, SC2, and SC3 sal es
customers via the MCG and to SC8 transportation custonmers taking
st andby sales service as a credit to their SC8 D1 Denand Charge .
Revenues derived fromthe rel ease of CNG Capacity resulting from
assignnents or mgration of Post-Aggregation Custoners will not
be shared or subject to an incentive.

(e) Interruptible Sales

As an incentive, Niagara Mohawk will retain for
shar ehol ders/refund to custonmers, twenty percent (20% of the
positive/ negative difference between the net revenue targets set
forth bel ow and the actual net revenues received from Gas
Delivery Service Rates to SC4 (Large Volune Interruptible Sales)
and SC51 (Interruptible Large Volunme Transportation) custoners
(SC51 will be reclassified). The remaining eighty percent (80%
share of the difference will be flowed through as an increase or
decrease to the Gas Delivery Service Rates of SCl, SC2, SC3, SC12
and SC13 custoners (SCl12 and SC13 will be reclassified). 1In the

event the Settlenent Period ends with the final period being |Iess

- 40 -



Case 99-G-0336 - Gas RaTeE AND ReSTRUCTURI NG SETTLEMENT AGREEMENT

than a full rate year, the targets will be allocated to the

i ndi vi dual nonths based on nmonthly interruptible margins. The
factors to be applied to determ ne pro-ration by nonthly
interruptible margins are attached hereto as "Appendix C' and

made a part of this Agreenent.

NET REVENUE TARGETS

Service Cl ass Annual Tar get
SC4 $556, 000
SC5 $5, 552, 000

5. Cust oner M gration

A custonmer mgration incentive nmechanismwll be in
effect during the Settlenent Period. The incentive nmechani sm
wi Il allow Ni agara Mohawk to increase its Threshol d Earnings
Level for the applicable period by up to a maxi num of 150 basis
poi nts based on actual customer mgration | evels achieved. The
anount of the incentive will be based on a sliding scal e between
0 and 150 basis points directly linked to the percent actually
achi eved of targeted mgration |levels set forth bel ow (100% of
target = 150 basis points).

As of October 31 in the years 2000, 2001, 2002, and
2003, Niagara Mohawk wi || neasure the total nunmber of custoners
at October 31 in Service Classifications SCl buying gas from

ot her than Ni agara Mohawk (Residential Transportation) and SC2
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buying gas from ot her than Ni agara Mohawk (Small Genera
Transportation). 1In the event of a Stayout beyond Cctober 31,
2003, Niagara Mohawk wi Il again conduct the October 31
measur enent for any subsequent twel ve-nonth period during which
the Stayout was in effect for at |least a portion of the twelve-
nmonth period. A report of the results, including raw results and
conputations, will be nmade available to the Signatory Parties and
filed with the Comm ssion not later than January 31 follow ng the
appl i cabl e October 31. Any disagreenents about Ni agara Mohawk's
cal cul ati ons that cannot be resolved by the Signatory Parties
shall be referred to the Conm ssion for resol ution.

Fol | owi ng each Oct ober neasurenment in the years 2000,
2001, 2002, and 2003 (and in the event of a Stayout beyond
Cct ober 31, 2003, follow ng each subsequent resultant
measur enent) Ni agara Mohawk will be awarded an increase in its
Threshol d Earni ngs Level up to a maxi num of 150 basis points for
t he applicable period based on the follow ng fornula:

(Total number of SCl and SC2 custoners
buyi ng gas from ot her than
Ni agara Mohawk at October 31)

* 150 Basi s
Poi nt s

(Mgration Target)
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CUSTOVER M GRATI ON TARGETS
(Currul ati ve)
First Rate Year 47, 441
Second Rate Year 102. 727
Third Rate Year 153. 974
Subsequent Years Prior Year's Target
Pl us 50, 000
6. Cust omer Awar eness and Under st andi ng of Gas

Conpetitive Qpportunities

A customer awareness and understandi ng of gas
conpetitive opportunities incentive nmechanismw |l be in effect
during the Settlement Period. The incentive nmechanismwll allow
Ni agara Mohawk to increase its Threshold Earnings Level for the
appl i cabl e period by up to a maxi rum of 50 basis points for good
per f or mance.

Prior to October 1, 2000, Niagara Mohawk wi |l devel op
surveys, in consultation with Staff, to measure residential and
commer ci al custonmer awareness and under st andi ng of gas
conpetitive opportunities in Ni agara Mohawk's service territory.
The surveys will separately neasure the following four itens:

-- residential custoner awareness;

-- commercial customer awareness;

-- residential understanding; and

-- commerci al understandi ng.

The surveys will be designed to achieve confidence |evels of 95

percent with margins of error of plus or mnus 3.5 percent or
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| ess. The residential and commercial results will be conbined on
a wei ghted basis, based on the total nunmber of residential and
commercial custoners, to produce separate wei ghted average
results for awareness and understanding. The surveys and survey
results will be public, not proprietary information. During the
nmont h of COct ober, 2000, Ni agara Mohawk wi |l conduct the surveys
to establish a baseline level. |[If the baseline survey is
acconmpl i shed by COctober 31, 2000, Niagara Mohawk will earn the
full 50 basis point incentive for the First Rate Year.

During the nonth of October in the years 2001, 2002,
and 2003, Ni agara Mohawk wi |l again conduct the surveys to
nmeasure | evels of custoner awareness and understanding. |In the
event of a Stayout beyond October 31, 2003, Ni agara Mohawk wi ||
agai n conduct the October surveys to neasure |evels of custoner
awar eness and understandi ng for any subsequent twel ve-nonth
period during which the Stayout was in effect for at |east a
portion of the twelve-nonth period.

A report of all survey results, including raw results
and conputations, will be made available to the Signatory Parties
and filed with the Conm ssion not |ater than January 31 follow ng
the end of the applicable October. Any disagreenents about
Ni agara Mohawk' s cal cul ati ons that cannot be resolved by the
Signatory Parties shall be referred to the Comm ssion for
resolution. In conjunction with its reports, N agara Mhawk w ||
annual |y advise Staff on its activities to increase public

awar eness and understandi ng including: its messages; sanples of

- 44 -



Case 99-G-0336 - Gas RaTeE AND ReSTRUCTURI NG SETTLEMENT AGREEMENT

mat eri al s under production; and use of audiences' and custoners’
i nput in program content, method and desi gn.

Fol | owi ng each October survey in the years 2001, 2002,
and 2003 (and in the event of a Stayout beyond October 31, 2003,
foll owi ng each subsequent resultant survey), Ni agara Mohawk w ||
be awarded an increase in its Threshold Earnings Level for the
appl i cabl e peri od (exanple: October 2001 survey results apply to
Second Rate Year) of up to a maxi num of 50 basis points,

cal cul ated as foll ows:

-- Second Rate Year:

For each percentage point increase in custoner
awar eness above the First Rate Year base |evel, Ni agara Mohawk
wi |l be awarded an increase of "A" basis points in its Threshold
Earni ngs Level, up to a maxi mum of 25 basis points.

Factor "A" = 25/((90-X)*1/3)

("X" equals the actual First Rate Year wei ghted
average results for custoner awareness)

For each percentage point increase in custoner
under st andi ng above the First Rate Year base |level, N agara
Mohawk wi Il be awarded an increase of "B" basis points in its
Threshol d Earni ngs Level, up to a maxi num of 25 basis points.

Factor "B" = 25/ ((75-X)*1/3)

("X" equals the actual First Rate Year weighted
average results for custonmer understandi ng)
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-- Third Rate Year:

For each percentage point increase in custoner
awar eness above the First Rate Year base |evel, N agara Mhawk
will be awarded an increase of "C' basis points in its Threshold
Earni ngs Level, up to a maxi num of 25 basis points.

Factor "C' = 25/ ((90-X)*2/3)

("X" equals the actual First Rate Year weighted
average results for custoner awareness)

For each percentage point increase in custoner
under st andi ng above the First Rate Year base |evel, Niagara
Mohawk wi || be awarded an increase of "D' basis points in its
Threshol d Earni ngs Level, up to a maxi mum of 25 basi s points.

Factor "D' = 25/ ((75-X)*2/3)

("X" equals the actual First Rate Year weighted
average results for custoner understandi ng)

-- Subsequent Years:

For each percentage point increase in custoner
awar eness above the First Rate Year base |evel, Ni agara Mhawk
wi |l be awarded an increase of "E" basis points in its Threshold
Earni ngs Level, up to a maxi num of 25 basis points.

Factor "E" = 25/((90-X)*3/3)

("X" equals the actual First Rate Year wei ghted
average results for custonmer awareness)

For each percentage point increase in custoner
under st andi ng above the First Rate Year base |level, N agara
Mohawk wi Il be awarded an increase of "F" basis points in its
Threshol d Earni ngs Level, up to a maxi num of 25 basis points.

Factor "F' = 25/ ((75-X)*3/3)

("X" equals the actual First Rate Year weighted
average results for custonmer understandi ng)
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VI . REVENUE ALLOCATI ON AND RATE DESI GN
A. CGeneral Ratemaki ng Requirenments

1. Mont hly Cost of Gas (MCG)

During the Settlenment Period, and thereafter unless
changed by Conm ssion, Ni agara Mohawk wi Il continue use of the
Mont hly Cost of Gas mechani sm established by the Comm ssion in
the InterimOrder effective November 1, 1999, subject to any
nodi fications set forth in this Agreenent.

(a) Gas Lost and Unaccounted for Factor

Begi nning with the I nplementation Date or the October
2000 billing cycle, whichever is earlier, the gas |ost and
unaccounted for factor will be 1.76% based on an average of the
twel ve nont hs endi ng August 30, 1997, 1998 and 1999.

(b) Weather Normalization Adjustnent

Ni agara Mohawk will maintain its current weather
normal i zati on clause (WNC) as set forth in PSC 218, Rule 27
(i ncludi ng updated Degree Day Factors and Base Loads), with the
exception that it be nodified such that the priceout will be
cal cul ated using the rate block at which the custonmer’s usage
ends rather than the tail block rate of the individual service
class. The WNC will be extended to apply to SC5F (Firm Large
Vol une Transportation) and SC7 (Firm Small Transportation)
custonmers whose heating | oad represents fifty percent or nore of
their total gas consunption in these classifications. For
pur poses of this Agreenent, a custoner's heating | oad represents

fifty percent or nore of its total gas consunmption if fifty
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percent or nore of its gas consunption occurs during the nonths
of Novenber through March. These changes shall take effect
beginning with the first billing cycle of October 2000.

(c) Sales for Resale

Regar di ng Sal es For Resale (SFR), gas supply commodity

costs will be fixed on the first day that the SFR transaction is
made. Such fixed cost shall continue at this level until the end
of the nonth (or until the transaction termends, if sooner). |If

the transaction term extends into a subsequent nonth, the gas
supply commodity cost will be re-set for each subsequent nonth on
the first day of the nonth. SFR transactions will only occur
under the follow ng conditions:
- - SFR transactions will only be perfornmed with
excess pipeline capacity or gas supply that
Ni agara Mohawk has under contract;
- - SFR transactions will operate within Ni agara
Mohawk' s nmont hly operating plans. For exanple,
excess capacity would be determ ned by a given
nont h's operating plan which includes factors such
as estimated demand, flow ng supply and storage
i njection/w thdrawal target ranges; and
- - I f Ni agara Mohawk contracts for a gas supply with
reservation charges to specifically perform SFR
transactions, such reservation charge will be a

gas cost in the net revenue cal cul ati on.
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2. Unbundl i ng

Ni agara Mohawk wi |l continue the use of unbundl ed Gas
Delivery Service Rates and Gas Supply Charges for its
SC1l, SC2, and SC3 custonmers purchasing gas supply from Ni agara
Mohawk (including both commpdity cost of gas and interstate
pi peline fixed capacity cost and storage cost). These unbundl ed
Gas Delivery Service Rates were established by the Conm ssion
ef fective Novenber 1, 1999 and are subject to nodification due to
t he establishnent of back-out rates for certain services, and to
adj ust rates by service classification for |ost revenue rel ated

solely to the unbundling process, as set forth in this Agreenent.

B. Revenue- Neutral Package

1. Rat e Recl assification

Effective on the Inplenentation Date, the adjustnents
set forth below to existing Gas Delivery Service Rates in PSC No.
218 will apply. SC51, SC12 and SC13 will be reclassified to SC6,
SC1 and SC2 respectively. Hereafter in this Agreenent, SC5I,
SC12 and SC13 wll be referred to as SC6, SCl1 and SC2
respectively. The Gas Delivery Service Rates for Residential and
Smal | General service will be the same regardl ess of the
commodity provider. Effective on the Inplenentation Date, SC5I,
SC12 and SC13 will be deleted fromthe Conpany’s PSC No. 218 Gas
Tariff.
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2. Rat e Changes by Service Classification- Exclusive
of NMSuburban Gas Custoners

(a) SC1 - Residenti al

(i) SC1 rates will be reduced by 2.222 cents per therm
related to a Merchant Function Charge which will then
be di spl ayed as a separate line itemunder the Gas
Supply Section of the customer’s bill for custoners who
purchase their gas supply from Ni agara Mohawk. For SC1
Custonmers who do not purchase their gas supply from
Ni agara Mohawk, the Merchant Function Charge will not

apply.

(ii) Gas Delivery Service Rates will be increased by $.00048
per thermin order to recover the revenue requirenent
| ost when gas rates were unbundl ed on Novenmber 1, 1999.

(iii) The new SC1 rate structure will be as follows:
First 3 Therms or Less, $11.64(Non Heat);
First 3 Thernms or Less, $14.62(Heat);

Next 47 therns, $. 35291/t herm
Over 50 therns, $. 05264/t herm

(b) SC2 - Small General Service

(i) SC2 rates will be reduced by 2.222 cents per therm
related to a Merchant Function Charge which will then
be di splayed as a separate line item under the Gas
Supply Section of the custoner’s bill for custoners who
purchase their gas supply from Ni agara Mohawk. For SC2
Custonmers who do not purchase their gas supply from
Ni agara Mohawk, the Merchant Function Charge will not

apply.

(ii) Gas Delivery Service Rates will be increased by $.00030
per thermin order to recover the revenue requirenent
| ost when gas rates were unbundl ed on Novenber 1, 1999.

(iii) The new SC2 rate structure will be as foll ows:
First 3 Therms or Less, $19.14;
Next 277 therms, $.26673/therm

Next 4720 therns, $.15999/therm
Over 5000 therms, $.02583/therm

(c) SC3 - Large General Service
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(d)

(i) Gas Delivery Service Rates for SC3 custoners w il
remai n unchanged from Gas Delivery Service Rates which
becane effective Novenmber 1, 1999. Specifically, these
nonthly rates will remain as follows for the Settl enment
Peri od:

First 5000 Therms or Less, $773.60;
Over 5000 Thernms, $.04577/therm

(ii) Capacity Gas Supply Charges and twenty cents per therm
of Commodity Gas Supply Charges provided for in 16
NYCRR 720-6.5, recovered through the Monthly Cost of
Gas Rate (MCG Rate) will now be applied to Bill ed usage
in therns rather than Metered usage. The Renmi ning
Commodity Gas Supply Charges (equal to Commdity Gas
Supply Charges |less 20 cents per therm) will be
recovered as a separate line itemon the custoner's
bill and will be nultiplied by Metered Usage. Metered
Usage is equal to the CCF associated with the custoners
monthly billing period (25-35 days) multiplied by the
appl i cabl e BTU conversion factor. Billed usage is the
hi gher of (1) Metered Usage or (2) Racheted Usage where
Rat chet ed Usage is equal to one-third of the highest
mont hly usage taken by the custoner during any nonthly
billing period in the previous nonths of January
t hrough March i ncl usive.

For exanpl e:

Custoner's Metered Usage 10, 000 therns
Custoner's Ratchet Usage 15, 000 therns
Mont hly Cost of Gas Rate = $.42 per therns

($.12 fixed and $. 30 commodi ty)

Del i very Charges

First 5000 therms or |ess $ 773.60

Last 10,000 therns @$. 04577 per therm$ 457.70
$1,231.30

Gas Supply Charges

15,000 Therms x $.32 per therm $4, 800. 00

10,000 Therms x .10 per therm $1, 000. 00
$5, 800. 00

Total Cost for Gas Service $7,031. 30

SC4 - Large Volune Interruptible Sales Service
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(e)

(f)

(i)

SC5

The Contract Facilities Charge of $300 for SC4 will
remai n unchanged. The SC4 commodity rate will continue
to be set nonthly based on current PSC 218 tariff

provi sions which provide for this rate to be set

nmont hly.

Firm Transportation Service - Capable of Consum ng

250, 000 therns up to 1,000,000 therns Annually

(i)

SC5

The initial block for the firmpart of SC5 will be
changed from 1,000 therns, to 100 therms, such that the
new rate structure will be as foll ows:

First 100 thernms or |ess, $350;
Over 100 therns, $.05154/therm

Large Volune Interruptible Transportation Service

Capabl e of Consum ng 2,500,000 therns Annually (to be SC6)

(i)

(i)

(iii)

(iv)

Ef fective on the Inplenentation Date, the interruptible

part of SC5 will be redesignated into a new service
classification to be called "SC6". The charge in the
SC5 initial block will be changed from $300, to $350,
such that the new rate structure will be as follows:

First 100 therns or |less, $350;

Over 100 therms, "Marketprice$"/therm

where the "Marketprice$" will be set nmonthly
bet ween a m ni num of $.010/therm and

a maxi mum ceiling price per therm

The maxi mum ceiling price per thermfor each custoner
will be the effective annual SC8 firmrate (exclusive
of the $700 initial block charge) for like consunption
based on nonthly consunption for the historical period
twel ve nont hs ending May of each year. In no case wll
the ceiling price exceed $.05154/therm exclusive of
the $350 initial block charge.

The nmonthly price for each matrix price will be posted
by the fifteenth day of the preceding nonth. If the
fifteenth day is on a holiday or weekend, the prices

wi |l be posted on the next business day.

Language set forth on Leaf 148 of PSC No. 218 related to
SC5 Special Contracts will be deleted from Ni agara
Mohawk's tariff.



Case 99-G-0336 - Gas RaTeE AND ReSTRUCTURI NG SETTLEMENT AGREEMENT

(9)

(h)

(i)

(J)

(k)

SC6 - (Previously Reserved for Future Use)

(i) The SC6 classification previously reserved will be
taken up by SC5 Large Volune Interruptible
Transportation Service Capable of Consum ng 2,500, 000
t herns Annual ly, as di scussed above.

SC7 - Small Vol unme Transportation - M ni num Annual
Quantities of Not Less than 50,000 therns

(i) The SC7 rate will remain unchanged at $300.00 for the
first 2,100 therms or |ess and $.10222 for over 2,100
t herns per nont h.

S.C. 8 - Transportation Service - Capable of Consum ng
1,000, 000 therns Annually

(i) The SC8 - Transportation rate will be divided into four
separate blocks, the first being for the first 100
therms or less at a charge of $700 per nonth, the
second bl ock being the next 99,900 therns at the
current charge of $.05154/therm the third bl ock being
t he next 400,000 thernms at a | ower rate of
$. 04666/ therm and the tail block at the rate of
$. 04000/t herm such that the new rate structure will be
as foll ows:

First 100 therns or |ess, $700;

Next 99,900 therns, $.05154/therm
Next 400, 000 therns, $.04666/therm
Over 500,000 therns, $.04000/therm

St andby sal es usage in therns will be conbined with
Transportation Service for billing purposes using the
above bl ocks. A D1 Demand charge will be applicable to
t he Standby quantity only. The Standby Commodity Cost
of Gas will be billed directly to the Custoner’s

Mar ket er .

SC1l2 - Residential Aggregation Service and SC13 Snal |

General Service Aggregatl on Service

(i) SCi12 and SC13 will be reclassified as SC1 and SC2
respectively.

SC14 Transportation Service for Dual -Fuel Electric

Generators
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(a)

(b)

(i) Delivery service revenues fromthe two existing SCl4
custonmers (Al bany and Oswego Steam Stations) are
reflected in the revenue requirenment incorporated in
this Agreenment and will be retained by Niagara Mhawk.

(ii) The Signatory Parties could not cone to a consensus
regarding the treatnment of delivery service revenues,
if any, that may be obtained from additional SCl14
custonmers that may be added during the Settl enent
Period. Any Signatory Party shall be free to petition
the Comm ssion for any resolution of such issue as they
shall desire, so long as all Signatory Parties are
served with such petition in a timely manner. The
treatment of all delivery service revenues from any
future SCl4 contract shall only be in accordance with
t he Comm ssion's resolution of such a petition.

3. Rat e Changes by Service Classification - Forner
NMSubur ban Gas Custoners

Eligibility for NMSuburban Rates

NMSubur ban rates will be applicable to custoners located in
the district fornmerly served by NMSuburban Gas Inc. within
the Village of East Syracuse and within the Town of DeWtt,
Onondaga County, New York. This change in eligibility for
NMSubur ban rates will take place prospectively only and

Ni agara Mohawk will not be obligated to provide refunds to
custoners placed on Ni agara Mohawk rates since Novenber of
1996. Wthin 60 days after the Inplenmentation Date,
custoners (including custoners added during the Settl enment
Period) located in the district fornerly served by

NMSubur ban Gas, but on Ni agara Mohawk rates, will be placed
on NMSubur ban rates.

SCl1 - Residenti al

(i) SC1 rates will be reduced by 2.222 cents per therm
related to a Merchant Function Charge which will then
be di spl ayed as a separate line itemunder the Gas
Supply Section of the custonmer’s bill for custoners who
purchase their gas supply from Ni agara Mohawk. For SC1
custonmers who do not purchase their gas supply from
Ni agara Mohawk, the Merchant Function Charge will not

apply.
(ii) Gas Delivery Service Rates will be increased by $.00048

per thermin order to recover the revenue requirenent
| ost when gas rates were unbundl ed on Novenber 1, 1999.
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(iii) The m nimum charge and the energy block rates will be
increased by 1/6 the difference between the NMGas and
NMSubur ban rates each year through August 1, 2003.

(iv) Effective on the Inplenentation Date, the charge in the
initial block for SCl1 non-heating custoners will be
increased from$9.60 to $9.87. On August 1, 2001, the
charge in the initial block for non-heating custoners
will be increased to $10.21. On August 1, 2002, the
charge in the initial block for non-heating custoners
will be increased to $10.55. On August 1, 2003, the
charge in the initial block for non-heating custoners
will be increased to $10. 89.

(v) Effective on the Inplenentation Date, the charge in the
initial block for SCl1 heating custoners will be
increased from$12.66 to $12.92. On August 1, 2001,
the charge in the initial block for heating custoners
will be increased to $13.24. On August 1, 2002, the
charge in the initial block for non-heating custoners
will be increased to $13.57. On August 1, 2003, the
charge in the initial block for non-heating custoners
will be increased to $13.90.

(vi) The new SCl1 rate structure will be as foll ows:

| mpl enent ati on Dat e:

First 3 thernms or less, $9.87 (non-heating);
First 3 thernms or less, $12.92 (heating);
Next 47 therms, $.24041;

Over 50 therms, $.05028.

August 1, 2001:

First 3 therns or |ess, $10.21 (non-heating);
First 3 thernms or |less, $13.24 (heating);
Next 47 therns, $.26291;

Over 50 therms, $.05075.

August 1, 2002:

First 3 thernms or less, $10.55 (non-heating);
First 3 thernms or |less, $13.57 (heating);
Next 47 therns, $.28541;

Over 50 therms, $.05122.

August 1, 2003:

First 3 therms or |ess, $10.89(non-heating);
First 3 therns or less, $13.90 (heating);
Next 47 therms, $.30791;

Over 50 therms, $.05170.
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(c)

(d)

SC2

Smal | General Service

(i)

(i)

(iii)

(iv)

SC5

SC2 rates will be reduced by 2.222 cents per therm
related to a Merchant Function Charge which will then
be di spl ayed as a separate line itemunder the Gas
Supply Section of the customer’s bill for custoners who
purchase their gas supply from Ni agara Mohawk. For SC2
Custonmers who do not purchase their gas supply from

Ni agara Mohawk, the Merchant Function Charge will not

apply.

Gas Delivery Service Rates will be increased by $.00030
per thermin order to recover the revenue requirenent
| ost when gas rates were unbundl ed on Novenmber 1, 1999.

The energy block rates will be increased by 1/6 the
di fference between the NMGas and NMSuburban rates each
year through August 1, 2003.

The new SC2 rate structure will be as foll ows:

| mpl ement ati on Dat e:

First 3 thernms or |ess, $19.14;
Next 277 thernms, $.22923;

Next 4720 therms, $.14752;

Over 5000 thernms, $.02241;

August 1, 2001:

First 3 therns or |ess, $19.14;
Next 277 therns, $.23674;

Next 4720 therms, $.15002;

Over 5000 therms, $.02310;

August 1, 2002:

First 3 therns or |ess, $19.14;
Next 277 therns, $.24424;

Next 4720 therns, $.15252;

Over 5000 therms, $.02379;

August 1, 2003:

First 3 therns or |ess, $19. 14;
Next 277 therns, $.25174;

Next 4720 thernms, $.15501;

Over 5000 therms, $.02447;

Firm Transportation Service - Capable of Consum ng

250, 000 therns up to 1,000,000 thernms Annually
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(e)

(i) Effective on the Inplenentation Date, the initial block
for the firmpart of SC5 will be changed from 1, 000
thernms, to 100 thernms, and the charge in the tail block
will be increased by 1/6 the difference between the
NMGas and NMSuburban rates each year through August 1,
2003, such that the new rate structure will be as
fol |l ows:

August 1, 2000:

First 100 therms or |ess, $350;
Over 100 therms, $0.04609/therm
August 1, 2001:

First 100 therns or |ess $350;
Over 100 thernms $.04718 / therm
August 1, 2002:

First 100 therns or |ess, $350;
Over 100 thermnms, $0.04827/therm
August 1, 2003:

First 100 therns or |ess $350;
Over 100 thernms $.04936 / therm

SC5 Large Volunme Interruptible Transportation Service (to

be SC6

(i) Effective on the Inplenentation Date, the interruptible
part of SC5 will be redesignated into a new service
classification to be called "SC6". The new rate
structure will be as follows:

Mar ket Price Per Therm

VWhere the Marketprice $ is set nmonthly between a

m ni mrum of $.010/therm and a maxi nrum ceiling price per
therm

(i1) The maxi mum ceiling price per thermfor each custonmer
wll be the effective annual SC8 firmrate (exclusive
of the $700 initial block charge) for |ike consunption
based on nmonthly consunption for the historical period
twel ve nont hs ending May of each year. In no case wll
the ceiling price exceed $.05154/therm

(iii) Custonmers wll have the same Term of Service

O ferings, Monthly; Quarterly; Sem -Annual and Annual,
as all other NMPC custonmers. The sane matrix pricing as
all other S.C. 6 NWPC custoners based on alternative
fuel type and price; geographic |ocation; Tax

Exenpt/ Non Exenpt Status; size and ot her market
condi ti ons.
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(f) SC6 - (Previously Reserved for Future Use)

(i) The SC6 classification previously reserved will be
taken up by SC5 Large Volune Interruptible
Transportation Service Capable of Consum ng 2,500, 000
t herns Annual ly, as di scussed above.

(g) SC7 - Small Vol une Transportation - M ni mum Annual
Quantities of Not Less Than 50, 000 therns

(i) SC7 - The first 2,100 therns or less will increase from
$275 to $300 on the Inplenentation Date.

(h) SC8 - Transportation Service - Capable of Consum ng
1,000, 000 therns Annually

(i) The SC8 - Transportation rates to be charged forner NM
Subur ban custonmers shall be the sane as the Ni agara
Mohawk gas custoner rates, such that the new rate
structure will be as foll ows:

First 100 thernms or |ess, $700;

Next 99,900 therns, $.05154/therm
Next 400, 000 therns, $.04666/therm
Over 500,000 therms, $.04000/therm

(ii) Standby Sal es usage in therns will be conbined with
Transportation Service for billing purposes using the
above bl ocks. A D1 Demand Charge will be applicable to
t he Standby quantity only. The Standby Commodity Cost
of Gas will be billed directly to the Custoner's
Mar ket er .

(i) SCl12 - Residential Aggregation Service and SC13 Smal |
General Service Aggregation Service

(i) SCi12 and SC13 will be reclassified as SC1 and SC2
respectively.

4. Low I nconme Rate Discontinued
The SC-1 m ni mum charge reduced rate of $8.55 for
custoners designated by Ni agara Mohawk as gas-only | ow i ncone

custoners will be discontinued as of the Inplenentation Date.
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El i gi bl e customers have received appropriate credits through
Cct ober 31, 1999. Additional credits applicable to the period
from Novenber 1, 1999 through the Inplenentation Date will be
applied as soon as practicable after the Inplenentation Date.

5. Econom ¢ Devel opnent Di scount Rates

Ni agara Mohawk currently has three econom c devel opnment
prograns: Econom c Devel opment Rider (EDR), Econom c Devel opnment
Zone Rider (EDZR) and Econom c Revitalization Incentive Rider
(ERIR). Al three programs will continue under this Agreenent.
EDR and EDZR are growt h-based progranms while ERIR is a retention/
revitalization based program Ni agara Mohawk’s EDZR and ERI R
prograns were inmplenmented in May of 1987 at the existing di scount
| evel s. The EDR Ri der was inplenented in October of 1986. The
Signatory Parties agree that Ni agara Mohawk wi || i npl enment
revised per thermdiscount |evels on the |Inplenmentation Date,
except that existing custoners on the EDR and ERIR Riders will be
grandfathered at the discount levels in effect prior to the
| npl enent ati on Date. These revised discount |evels are being
reset based on 50% of the Transm ssion and Distribution Capacity
Cl assified Costs fromthe enbedded cost of service study for the
twel ve nonths ended October 31, 1997. These discount |evels have
not been nodified since their inception and rate desi gn changes
since that tinme have caused extreme disparities in the bills of
t hese custonmers. For exanple, SC2 EDZR custoners have a di scount
rate of 9.5 cents per therm This discount rate is higher than

the tail block in effect as of Novenmber 1, 1999 causing negative

- 59 -



Case 99- G 0336 -

delivery service bills for

Some custoners.

Program = EDR Growt h Based Program

Gas RaTE AND RESTRUCTURI NG SETTLEMENT AGREEMENT

1) Applicable to: SC 2, 3, 5 & 8
2) Rates:
Servi ce Di scount Per Therm
Cl ass Year 1 Year 2 Year 3 Year 4 Year 5
SC 2 $. 05 $. 04 $.03 $. 025 $. 015
SC 3 $.03 $. 025 $.02 $. 015 $.01
SC 5&8 $.03 $. 025 $.02 $. 015 $.01
Program = ERIR Retention - Revitalization
1) Applicable to:SC 3, 5 & 8
2) Rates:
Servi ce Di scount Per Therm
Cl ass Year 1 Year 2 Year 3 Year 4 Year 5
SC 3 $.03 $. 025 $.02 $. 015 $.01
SC 5&8 $.03 $. 025 $.02 $. 015 $.01
Not e: The total dollars available for all discounts for ERIR
prograns will be $600, 000.

Program = EDZR Growt h Based Program

1) Applicable to: SC2, 3, 5, 7&38
2) Rates:
Service Classification Di scount Per Therm
SC 2 $. 05
SC 3 $.03
SC 5 and 8 $.03
SC 7 $. 05




Case 99-G-0336 - Gas RaTeE AND ReSTRUCTURI NG SETTLEMENT AGREEMENT

6. | mpl ement ati on of Tax Law Changes

The Signatory Parties agree that Ni agara Mohawk w ||
i npl ement the tax | aw changes resulting fromthe 2000 Legislative
Session on the Inplementation Date through tariff changes,
automati c surcharge adjustnments, deferral nmechanisnms, and the CRA
i f needed because offsetting deferrals could not be acconpli shed,
as necessary to avoid overall bill increases. Such
i npl ementation will be done in a manner that is consistent with

st at ewi de i npl ement ati on.
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VIl. GAS RESTRUCTURI NG PLAN
A. Upstream Gas Costs
The follow ng table shows Ni agara Mohawk’s portfolio of

pi peli ne, storage and peak-shaving capabilities.

Gas RaTE AND RESTRUCTURI NG SETTLEMENT AGREEMENT

The tabl e al so

shows the expiration dates of each contract and the applicable

notice date for

term nating those contracts at their

dat e.
Pi pel i ne Vol une/ Day Expi ration Noti ce Dat e
Dat e

Texas Eastern 23, 389 10/ 31/ 02 10/ 97 (5 Yr.)
Tennessee-1 50, 467 11/1/00 10/99 (1 Yr.)
Tennessee- 2 89, 663 11/1/00 10/99 (1 Yr.)
CNG- FTNN 305, 922 3/31/02 3/01 (1 Yr.)
CNG- FTNN- GSS 434,078 3/ 31/ 02 3/01 (1 Yr.)
CNG- GSS 425, 021 3/31/02 3/00 (2 Yr.)
CNG GSS || 9, 057 3/31/02 3/00 (2 Yr.)
Texas Gas 51, 004 10/ 31/ 05 10/04 (1 Yr.)
| roquoi s 50, 000 10/ 31/ 11 None
Transco 8,116 10/ 31/ 12 10/11 (1 Yr.)
Peak Shavi ng 42,500 - - - -

Ni agara Mohawk has provided notice to Texas Eastern of

its desire to termnate its contract on October

31, 2002. Al so,

Ni agara Mohawk has given notice to Tennessee to term nate

contract 1, effective Novenber
to 56,131 DT/ Day,
March 31, 2001

effective for

and then further

2000,

and to reduce contract 2
t he period Novenber 1, 2000 to
reduce to 32,381 DT/ Day,

expiration
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effective April 1, 2001 to October 31, 2001. The next earliest
contracts up for noticing are the CNG storage contracts. CNG has
noticed Ni agara Mohawk of its desire to either term nate these
contracts or extend themfor a period of three years. Oher CNG
FT contracts can be noticed in March 2001 to be effective in
March 2002. The longer termcontracts are Texas Gas with an
expiration date of October 2005; Iroquois with an expiration date
of October 2011; and Transco with an expiration date of October
2012.

The Signatory Parties agree that Ni agara Mhawk, during
the Settlement Period, will follow a strategy of keeping upstream
of CNG contracts to a mninmum as necessary to neet its sales
obligations unless a fully liquid market exists at pooling points
into CNG that make it unnecessary to hold firmupstream capacity.
Capacity upstream of CNG will not be assigned but will be subject
to the ternms of the Capacity Incentive Programset forth in
Section V. E.

The Signatory Parties agree that contracts with CNG for
storage and pipeline capacity will be maintained through the
Settlement Period and that during the Settlement Period the CNG
capacity and storage will be assigned on a mandatory basis to
Mar ket ers on behalf of firmcustoners mgrating fromsales to
transportation service.

The Signatory Parties agree that the system my require
addi ti onal peak day capacity to neet custonmer requirenments. If

needed, there is no consensus on how this additional capacity
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shoul d be provided. |If Niagara Mohawk determ nes that it nust
supply the capacity, cost recovery would be subject to the
Comm ssion’s Policy Statenment Concerning the Future of the
Natural Gas Industry in New York State and Order Term nating
Capacity Assignment (issued November 3, 1998).
B. Recovery of Stranded Capacity Costs

During the Settlenent Period, Ni agara Mohawk shal
receive full recovery of all Stranded Capacity Costs. Ni agara
Mohawk' s recovery of such costs will be funded through the CRA
| f the CRA becones depleted, Stranded Capacity Costs will be
recovered through a volunetric surcharge to the Gas Delivery
Servi ce Rates of SCl, SC2, SC3, SC5 DCA custoners and SC7 DCA
custoners and through an adjustnent to the SC8 D1 demand charge.
The cost assigned to the SC8 custoners will be a ratio of their
el ected D1 demand for standby service to the forecasted system
peak day demand nultiplied by the total stranded cost. There
will be no gap in Ni agara Mdhawk's recovery of Stranded Capacity
Costs during the Settl enent Period.

C. Bal anci ng Options

1. Gener al

The Signatory Parties agree that Ni agara Mohawk w ||
i npl ement new bal ancing progranms for transportation custoners
effective on Septenber 1, 2000, or on the Inplenmentation Date,
whi chever is later. Programrevisions include term nation of
Ni agara Mohawk's current Pool ed Bal anci ng service and

substitution with a new Pool ed Bal ancing service (applicable to
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daily metered custoners); nodifications to Ni agara Mhawk's
current Basic Aggregation service (applicable to nmonthly netered
custoners); and termnation of its existing Bal anced Aggregation
service (applicable to monthly netered custoners). Details of
t he new bal anci ng progranms are set forth in Appendix E
Schedul e 1.

2. New Mont hly Bal anci ng Program

The new bal anci ng program for nonthly netered customers
("Basic Aggregation") is designed around and offered in
conjunction with CNG Transm ssion's ("CNG') new rate schedul es,
Delivery Point Operator ("DPO') and Citygate Swi ng Customner
("CSC"), pursuant to FERC Docket No. RP00-21-000. |In an order
i ssued March 31, 2000, FERC determ ned that CNG s proposed Rate
Schedul es DPO and CSC were accepted, as nodified and subject to
certain conditions, to be effective upon the |ater of April 1,
2000, or a notion by CNG to place the tariff sheets in effect.
The Signatory Parties expect that CNG s DPO and CSC tariffs wl
be i npl enented by Septenber 1, 2000 or the I nplenentation Date,
whi chever is |ater.

Upon the effective date of the Basic Aggregation
program Ni agara Mohawk will transfer to each participating
Mar keter the gas stored underground for custonmers currently being
served by the Marketer. The anount of gas in storage to be
transferred will represent one seventh of the wi nter storage
requi renment (based on the nonths of Novenber through March) for

each nmonth from April 1% to the effective date of the Basic
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Aggregation program |If the effective date of the Basic
Aggregation program is later than October 31, 2000, the anount
of gas in storage to be transferred will be reduced by 10% f or
Novenmber, 24% per nonth for Decenber, January and February, and
18% for March 2001. Each Marketer participating in Basic
Aggregation will be required to pay Ni agara Mhawk for storage
gas transferred and all taxes and pipeline fees associated with
nmovi ng or transferring the storage gas to the Marketer.

The Storage Gas Transfer Rate for customers mgrating
after the Inplenmentation Date shall be the sum of (1) Niagara
Mohawk' s estimated average commodity cost of gas in storage, plus
(2) the Demand Transfer Recovery Rate (DTR Rate). The DTR Rate
shall be equal to the System Average Unrecovered CNG Demand
Charge revenue per therm beginning in the nonth of April through
the initial nonth that storage capacity is released to the
Mar keter. The System Average Unrecovered CNG Demand Charge
revenue shall equal the sum of the differences between the
average CNG demand charge revenues collected and the average CNG
fi xed demand costs incurred beginning the nonth of April through
the initial nonth that storage capacity is released to the
Marketer. The DTR Rate shall be filed with the Comm ssion not
| ess than three (3) days prior to the beginning of the nmonth for
whi ch the rate shall be in effect.

The Storage Gas Transfer Rate shall be billed to the
Mar ket er based on the anmpbunt of gas transferred from Ni agara

Mohawk' s st orage account to the Marketer's storage account in the
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event additional custoners join the Marketer's Basic Aggregation
pool under SCl1. The anount of gas in storage to be transferred
will represent one seventh of the winter storage requirenment
(based on the nonths Novenmber through March) for each nmonth from
April through October, and then reduced by 10% for Novenber, 24%
per nmonth for Decenber, January and February, and 18% for March.
As an exanple, if a customer selects a Marketer on September 10,
2000, the Marketer will pay the Storage Gas Transfer Rate which
is equal to the effective DIR Rate for Septenber plus Niagara
Mohawk' s estimated average cost of gas in storage as of Septenber
30, 2000, on six sevenths of the storage inventory transfer. The
storage transfer would take place and the Marketer would begin
serving the custoner as of October 1, 2000.

In the event of a customer switching from
transportation to sales, storage inventory shall be returned to
Ni agara Mohawk unl ess nutually agreed upon between N agara Mohawk
and the Marketer. Niagara Mohawk wi || pay the Marketer the
average commodity cost of gas in Niagara Mohawk's storage account
effective with the date of transfer. The Marketer shall be
responsi ble for all taxes and pipeline fees associated with
nmoving or transferring the storage gas to Ni agara Mhawk.

Esti mated Storage Gas Transfer Rates by nonth show ng
an assuned average commodity cost of gas and an estimted storage
transfer rate are set forth in Appendix E, Schedule 3. An
exanpl e of the Monthly Storage Gas Transfer Rate Statenent, and

supporting work-papers, is set forth in Appendi x E, Schedul e 4.
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Al'l revenues received or paynments made from such storage gas
transfers shall be reconciled in the Annual Surcharge or Refund
Mechani sm set forth in Rule 17.7 of PSC No. 218 Gas.

3. One-Time Reconciliation of Demand Charges Between
O d and New Bal anci ng Prograns

Ni agara Mohawk agrees to reconcile the new Basic
Aggregation programwith the old Bal anced Aggregati on program as
if the new programwent into effect on April 1, 2000. Upon the
effective date of the Basic Aggregati on program each Marketer
currently participating in Balanced Aggregation will receive a
one-tinme credit for the difference between denmand charges bill ed
to custoners and their Marketers under Ni agara Mohawk's current
Bal anced Aggregation program and those which woul d have been
billed assum ng i nplenentation of the Basic Aggregation program
on April 1, 2000. The per thermcredit will be based on the
difference between (1) the sum of the Storage Utilization Charge
Revenue billed to custonmers in each nonth preceding the effective
date of the Basic Aggregation program for each therm of Maxi num
Bal anci ng Quantity (MBQ in the Marketer's pool and the CNG
Capacity Charges released to and billed to each Marketer for each
t herm of Upstream Maxi num Daily Quantity (UVMDQ) released to the
Mar ket er for the Pool and (2) the sum of CNG storage charges for
each therm of MBQ and CNG Capacity Charges for each therm of UVDQ
in the Marketer's pool. (The UMDQ@ and MBQs in item one above
wi Il be as cal cul ated under the existing programwhile the UVDQ

and MBQin itemtwo above will be as cal cul ated under the new
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program)

The cal cul ated credit per therm of Maxi mum Peak Day
Quantity (MPDQ will be nmultiplied by the MPDQ of the custoners
in the Marketer's pool. The calculated credit will be
approxi mately $1.44 per therm of MPDQ for all SCl2 and SC13
custonmers (SC1l2 and SC13 will be reclassified) except SC13
Commrer ci al Non-Heating custoners, which will be approximtely
$1.53 per thermof MPDQ The credits will be applied to
Mar keters' invoices for the first nonth after the effective date
of the new program

The credits provided to Marketers will be added to the
"revenue side" of N agara Mohawk's Annual Surcharge Refund
Cal cul ation in accordance with Rule 17.7 of PSC No. 218 Gas. An
exanple of the calculation of this credit is set forth in
Appendi x E, Schedul e 5.

4. Recovery of Certain Costs

Ni agara Mohawk will incur an estinmted $345, 000 of
i ncrenental annual O&M costs attributable to providing the new
bal anci ng services. These costs will be recovered from Marketers
nont hly, based on nonthly volunetric usage fromall custoners
served by the Marketer. The recovery rate will be established
annual |y by forecasting annual SC5 firm SC7, SC8, SCl12, and SC13
(SC12 and SC13 will be reclassified) delivery volunmes and
di vidi ng those volunes into the $345,000 to establish a rate per
therm The calculations to establish the rate for the 12 nonth

period ending July 31, 2001 are set forth in Appendi x E,
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Schedul e 6.

Ni agara Mohawk estimates it will incur approxi mtely
$508, 000 in capital costs associated with inplenmenting the new
bal anci ng progranms. It is agreed that the actual anount of said
capital costs will be recovered by Ni agara Mhawk t hrough the
Conti ngency Reserve Account.

5. Modi fi cati on of the New Prograns

The Signatory Parties agree that during the Settl ement
Period any Signatory Party has the right to request the
Comm ssion to nodify the new bal ancing prograns if in that
party's judgnent nodifications are necessary due to greater than
expected m gration or other unexpected events. The Signatory
Parties further agree that if the CNG DPQO CSC programis nodified
or cancelled during the Settlenment Period, any Signatory Party
has the right to request Comm ssion nodification of Ni agara
Mohawk' s Basi ¢ Aggregation program

D. Backout Rates

The Signatory Parties agree that, effective upon the
| mpl ement ati on Date, custoners who have mgrated to an
alternative gas supplier shall receive a credit on their bills in
the formof a merchant function backout rate which reflects
services Niagara Mohawk is no | onger providing to that custoner.
For purposes of this Agreenent, the nmerchant function backout
rate will be set at $0.02222 per therm This includes gas
uncol | ectabl es (bad debt related to gas cost and the coll ection

process), gas supply procurenent expense, and the return on gas
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storage inventory. All backout rates established herein wl
remain in effect for the duration of the Settlenent Period.

E. Recovery of Merchant Transition Costs

The Signatory Parties agree that Ni agara Mohawk w ||
recover fromthe CRA 100% of the Merchant Transition Costs, as
defined in this Agreenent, incurred during the Settlenment Peri od.
Each October 31, Niagara Mohawk will cal culate the actual therns
associated with the SC1 and SC2 transportation custoners and the
total actual thernms associated with all SCl1 and SC2 customers
(sales and transportation) for the applicable period, as foll ows:

- - For the First Rate Year, fromthe | nplenentation Date until
Oct ober 31.

- - For the Second Rate Year, for the twelve nonths endi ng
Cct ober 31, 2001.

- - For the Third Rate Year, for the twelve nonths ending
Cct ober 31, 2002.

- - For the Fourth Rate Period, for the ten nonths endi ng
August 31, 2003, or in the event of a Stayout, for the
el even nont hs endi ng Septenber 30, 2003, or for the twelve
nmont hs endi ng Oct ober 31, 2003.

- - In the event of a Stayout beyond October 31, 2003, for the
St ayout period beyond October 31, 2003, in cal cul ati ons of
up to twelve nonths, as applicable until the end of the
St ayout peri od.

For each cal culation, the level of mgration achieved will be
cal cul ated using the foll ow ng fornul a:

(Actual therns associated with the

SC1 and SC2 transportation custoners

for the cal cul ati on peri od) Per cent

= Magration
Achi eved

(Actual thernms associated with all SC1
and SC2 sal es and transportation custoners
for the cal cul ation period)
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[ Not e: Round to nearest whol e nunmber.]

A report of the results, including raw results and conputati ons,
will be made available to the Signatory Parties and filed with
the Comm ssion not later than January 31 followi ng the applicable
Oct ober 31 cal culation. Any disagreenments about Ni agara Mhawk's
cal cul ati ons that cannot be resolved by the Signatory Parties
shall be referred to the Conm ssion for resol ution.

Fol | owi ng each October 31 calculation in the years
2000, 2001, 2002, and 2003 (and in the event of a Stayout beyond
Cct ober 31, 2003, follow ng each subsequent resultant
cal cul ation) N agara Mohawk will be allowed to recover fromthe
CRA for the applicable period an ambunt of Merchant Transition
Costs equal to the $/ Thermrate shown on Appendi x F attached
hereto and made a part of this Agreenent corresponding to the
Percent M gration Achi eved cal cul ated above multiplied by the
actual thernms associated with the SC 1 and SC 2 transportation
custoners for the applicable period.

F. Billing Options

To accommpdate the wi shes of retail access custoners to
choose either conbined or separate bills, the Signatory Parties
agree that Ni agara Mohawk will inplement the follow ng billing
options effective on the Inplenentation Date or as soon after
such date as nodifications to Ni agara Mohawk's billing system
necessary to provide the service(s) can be conpleted. [Note: For

all billing options, only Ni agara Mhawk can perform service
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term nations, which nust be subject to full New York State Public
Service Law conpliance.] Custonmers will exercise their choice by
choosing a Marketer that provides the billing programthey
prefer. N agara Mohawk will provide the following billing
options, at the choice of the Marketer to decide which or how
many of the options the Marketer wi shes to utilize:

1. Separate Bill Option - Niagara Mohawk, and the Marketers

choosing this option, would bill for their respective
delivery and commodity charges separately.

2. One Bill Option (Uility-Provided). Marketer charges woul d
be included on the utility bill in conformance with Case 99-
M 0631, Order Providing for Custoner Choice of Billing
Entity, (Issued March 22, 2000)("BilTing Order™).
general, custoner paynents will be allocated first
utility portion of the combined bills. However, a Mar
shall have the additional option of receiving pro rata
sharing of customer paynents in partial paynment situations
if the Marketer agrees contractually with Ni agara Mohawk to
abi de by the same due dates, requirenents of notice of
termnation and final notice, the availability of deferred
paynent agreenents (DPAs) for delinquent custoners (but not
previ ously di sconnected custoners), and |ate charge limts
as if the Marketer's charges were utility charges [Note: for
authority, see Billing Order at page 8, first full
sent ence] .

In
to the
ket er

The Signatory Parties could not agree upon the
provi sion of a marketer-provided one bill option. Nothing in
this Agreenment shall preclude the Conmm ssion fromrequiring
Ni agara Mohawk to provide such an option, and nothing in this
Agreement shall preclude N agara Mbhawk from opposing or
chal I engi ng such a requirenment in any forum

G Bill Formats

The Signatory Parties agree that for consolidated bills

under the One Bill Option (Utility-Provided), N agara Mhawk w ||
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i mpl ement the consolidated bill content provisions set forth in
Attachment D of the Billing Order (as it may be nodified by the
Comm ssion), effective on the Inplenmentation Date or as soon
after such date as nodifications to Ni agara Mohawk’s billing
system necessary to provide the service(s) can be conpleted. The
Signatory Parties agree that for Separate Bill Option and
utility-only sales custoner bills, Niagara Mohawk wi || present
utility information with the same content and in the same format
as for consolidated bills, said bill content being set forth in
Attachment D of the Billing Order, effective on the
| rpl enent ati on Date or as soon after such date as nodifications
to Niagara Mohawk’s billing system necessary to provide the
service(s) can be conpl et ed.

H. Billing Charges for One Bill Option

The basic One Bill Option (Utility-Provided) billing
service will be for a fee of $0.50 per bill generated. The
service will include bill calculation, bill printing (including
Mar keter 1ogo), mailing, call center support, paynent processing,
paynment rem ttance, and collection processing. |In order to
accommodat e Marketers' needs to set different prices for
di fferent groups of custonmers within a service class, the
Mar ket er may provide up to twelve (12) prices for custoner groups
in each service class SCl, SC2, SC5, SC6, SC8, and SC9. All
Mar ket er prices may be changed once per nonth. Niagara Mhawk
wi Il provide the service through the end of the Settl enent

Period. The basic One Bill Option (Utility-Provided) will be
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effective on the Inplenentation Date or as soon after such date
as nodifications to Niagara Mohawk's billing system necessary to
provi de the service can be conpleted. The terns, conditions, and
operating protocols of the One Bill Option billing service wll
be set forth in a contract to be executed by the Marketer and

Ni agara Mohawk. For |evels of service different than the basic
One Bill option, the Marketer and Ni agara Mohawk may enter into a
contract to cover other levels of service at a price nutually
agreeable to the Marketer and Ni agara Mohawk.

Ni agara Mohawk will be allowed to retain 100% of
revenues received fromproviding the One Bill Option (Utility-
Provi ded) during the Settlenent Period up to $1 mllion.

Revenues above $1 mllion will be shared 50% ratepayers/50%
sharehol ders with the ratepayers share being credited to the CRA
| f revenues are | ess than $800, 000, Ni agara Mohawk wi Il recover
the shortfall bel ow $800, 000 fromthe CRA.

| . Onbudsman for Marketers

Ni agara Mohawk wi || devel op and conduct an annua
survey of Marketers opinions on Niagara Mhawk’'s Gas
Transportation Program Staff wll be provided an annual report
on the results of the survey, which shall be available to any of
the Signatory Parties for review. The survey results will also
be reviewed with the Marketers at Ni agara Mohawk’ s sem - annua
operations neetings. Niagara Mohawk’s Vice President of Gas
Delivery will act as an onmbudsman for the Gas Transportation

Program Marketers will be able to register concerns regarding
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the adm nistration of the programw th the onmbudsman who, in a
good faith manner, will seek to resolve such concerns, including
i npl ementing appropriate changes to the program The onbudsnan
wi || address any such concerns revealed in the annual surveys in
i ke manner.

J. County Aggregation Grant Program

The Signatory Parties agree that a sumof up to
$500, 000 funded by custonmers fromthe CRA will be made avail abl e
for start-up costs for county-sponsored |ow i ncone aggregation
prograns. The prograns are intended to bring the benefits of the
conpetitive energy market to | ow income custoners in Niagara
Mohawk' s gas service territory by creating aggregation
opportunities in which they can participate. Program funding
will be available to qualifying county governnent initiatives
t hrough the end of the rate years covered by this Agreenent,
i ncludi ng any Stayout period, or until the $500, 000 is exhausted,
whi chever occurs first. The objective of the programis to spur
t he aggregation of low incone residential gas custoners within
Ni agara Mohawk's service territory by making funds available to
counties for consultant services and other assistance to devel op
gas aggregation prograns that target |ow incone custoners. For
pur poses of the program counties nmay participate directly or may
opt to participate by endorsing a not-for-profit agency such as a
conmmunity action program agency or a weatherization program
agency to act on behalf of the county. Ni agara Mohawk wi ||

adm ni ster the program by review ng applications to ensure that
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they meet the eligibility criteria described bel ow and awar di ng
one-time grants of up to a maxi num of $50, 000 per participating
county. Niagara Mohawk wi |l provide annual reports to the

Comm ssion for the duration of the program and at the concl usion
of the program describing the activities that were funded and
provi di ng an anal ysis and eval uati on of the programin relation
to the objectives.

The Signatory Parties agree that actual aggregation of
custonmers into a buying group that includes |ow incone gas
customers purchasing their gas commodity from a supplier other
t han Ni agara Mohawk (the regulated utility conmpany) is a
threshol d requirenment for obtaining funding. Interested counties
woul d submt detail ed proposals to Ni agara Mohawk for one-tine
funding. To be eligible for funding, aggregation prograns nust
meet the following threshold criteria:

i The program nust include participation by |ow

i ncome gas custonmers in Niagara Mdhawk's service
territory, "low incone" being defined as within
the eligibility guidelines for the Federal Hone
Ener gy Assistance Program ( HEAP) ;

ii. the participation by |ow income custoners may not
be limted to vouchered public assistance
recipients;

iii. the program nust include a conponent of actual
aggregation of |low income gas custoners and

purchase of their commodity needs from an ent
ot her than Ni agara Mohawk (the regul ated util

conmpany) ;

iv. purely educational, marketing, or pronotional
programs will not be eligible;

ity
ity

v. the program may include the participation of
el ectric custoners;

- 77 -



Case 99-G-0336 - Gas RaTeE AND ReSTRUCTURI NG SETTLEMENT AGREEMENT

vi. participation in the programneed not be limted
to low income custoners if an expanded program
woul d be to the benefit of |ow incone custoners;

vii. county governnents nmay enter into cooperative
arrangenents with other counties and submt co-
applications (maximum $50, 000 per participating
county);

viii.county governnments may opt to participate by
sponsoring a not-for-profit agency such as a
community action program agency or a
weat heri zati on program agency to act on behal f of
the county; and

i X. counties nmust be |located within N agara Mhawk's
gas service territory to be eligible.

Assunming the threshold criteria are nmet, eligible uses

of the grant nonies will include any of the follow ng:

i hiring a consultant, broker or marketer to
aggregate custoners' demands and to negoti ate
opti mum pri ces;

ii. developing and issuing RFPs to solicit bids to
provi de energy supply service to aggregated
cust oners;

iii. evaluating bids and awardi ng contracts to energy
suppliers for an aggregati on program

iv. coordinating with county/State social service
agenci es, local governnments, or non profit
organi zations, to identify and target eligible
custonmers who would benefit fromparticipating in
an aggregation program and

V. educating, screening and enrolling eligible
custoners in a |low income gas aggregati on program

The Signatory Parties agree to work together

col | aboratively to develop, within 30 days of Comm ssion approval

of the terms of this Agreement, nore specific guidelines for the

- 78 -



Case 99-G-0336 - Gas RaTeE AND ReSTRUCTURI NG SETTLEMENT AGREEMENT

adm nistration of the fund, including eligibility of applicants,
reporting requirenents of applicants, and nmeans to assess the
success of aggregation efforts.

K. Qutreach & Education Regarding Gas Retail Access

The Signatory Parties agree that comencing
on the Inplenmentation Date, and continuing throughout the
Settl enent Period, Niagara Mohawk wi |l conduct a gas retail
access outreach and education program ("O&E Program). Ni agara
Mohawk' s actual costs for the program up to a maxi mum of
$1, 893,833 for approved activities as described below, will be
recovered by Niagara Mohawk fromthe CRA. The O&E Program wil |
suppl enment and not suppl ant existing custoner education
activities conducted by N agara Mhawk regarding utility custoner
rights and responsibilities as energy consuners and the safe use
of gas. The O&E programw || be coordinated with Ni agara
Mohawk' s ot her outreach and education prograns on energy choice.
Qutreach and education activities specifically for the
geographically concentrated conponent, which are to be conducted
in coordination with the O& Program are discussed el sewhere in
this Agreenent.
Recovery of costs will be limted by the total

al l owmance for the O%E Program Reall ocati ons between or anong
categories, and the anount per rate year or period within a
category, will be permtted with the prior witten approval of
t he Departnment of Public Service, Director of the Ofice of

Consuner Educati on and Advocacy.
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The overall purpose of the O%E Programis to increase
t he awareness and understanding of residential custoners
(i ncludi ng "cooking-only" custonmers) and small comerci al
custonmers regarding the follow ng concepts and nessages:
- - choi ce of natural gas supplier is avail abl e;
- - Ni agara Mohawk endorses conpetition;

- - safety, reliability, and utility customer service are
not affected if one sw tches;

- - Ni agara Mohawk will continue to provide energency
services to custoners regardl ess of comodity supplier

- - Ni agara Mohawk wi |l not discrimnate agai nst custoners
who buy their comopdity from anot her supplier; and

- - how to nmake conpetitive choices and switch gas
suppliers.

The O&E Programw || contain conponents of eval uati on,
cust oner awareness and education, and pronotion of |ow incone
aggregation. \Where efficiencies can be gained by conbining gas
and el ectric education, N agara Mohawk will do so (for exanple,
maki ng references to energy instead of either gas or electricity,
mass mailings applying to both fornms of energy, conparison
shoppi ng gui delines which establish techni ques and terns usef ul
in buying both commpdities). On an ongoi ng basis, Ni agara Mhawk
wll facilitate and consider the input of the Signatory Parties
into the devel opment of Ni agara Mohawk's nmet hods and strategies
to increase awareness and under standi ng.

1. Eval uation

The eval uation conponent is to provide for the periodic
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measur enent and tracking of |evels of customer awareness and
under st andi ng of the concepts and nessages descri bed above, and
to test the effectiveness of particular nmethods and strategies to
i ncrease awar eness and understandi ng. For those purposes, budget
al | owances of $15,000 for focus groups and $67, 500 for
i ndependent research establishing a baseline, testing, and
ongoi ng eval uation have been provided within the O&E Program
budget. Niagara Mohawk shall also facilitate and consider the
i nput of the Signatory Parties into the eval uation process and
t he devel opment of Ni agara Mohawk's net hods and strategies to
i ncrease awar eness and under st andi ng.

2. Custoner Awareness and Education

The custoner awareness and educati on conponent is to
provi de for outreach and education prograns including advertising
to enpower custoners to make educated energy purchasing
deci sions. For those purposes, budget all owances have been
provided within the O%E Program budget, as follows:

- - $77,083 for train-the-trainer progranms including
classroominstruction and materials needed to
deliver the programto conmunity groups;

- - $77,083 for comunity/business group outreach
wor kshops and materi al s;

-- $517,917 for radio advertisenments to increase
awar eness and under standi ng of the concepts and
nmessages descri bed above (this category can al so

i ncl ude adverti sements on tel evision, billboards,
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or print nmedia);

-- $1, 010,167 for direct mail canpaigns (including
fulfillment materials such as videos) to increase
awar eness and under standi ng of the concepts and
nmessages descri bed above;

-- $37,000 for bill inserts to increase awareness and
under st andi ng of the concepts and nessages
descri bed above; and

- - $15, 000 for trade show panels.

3. Promotion of Low I ncone Aggregation

The Signatory Parties agree that Ni agara Mohawk w ||

i npl ement the Strategy for Pronoting Low | ncone Consumer
Participation in Gas Aggregation set forth in "Appendi x G' hereto
and made a part of this Agreenent. An inplenentation tineline

wi ||l be devel oped coll aboratively with the Signatory Parties
within thirty (30) days of the date of the Comm ssion's approval
of the ternms of this Agreenment. A budget all owance of $77,083
for inplenentation and adm nistration of the Strategy for
Pronmoti ng Low I ncome Consunmer Participation in Gas Aggregation
has been provided within the O%E Program budget. In addition,
upon comencnent of the County Aggregation G ant Program Ni agara
Mohawk will invite county representatives within its gas service
territory to an informational neeting to discuss the County

Aggregation Grant Program and the availability of funding.
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O&E Program Budget Allocated By Rate Year

First Second Third Fourth

Rate Rate Rate Rate

Y ear Y ear Y ear Period Total
EVALUATION:
Focus Groups $0 $10,000 $5,000 $0 $15,000
Research $22,500 $15,000 $15,000 $15,000 $67,500
COMMUNITY AWARENESS AND
EDUCATION:
Train-the Trainer $6,250 $25,000 $25,000 $20,833 $77,083
Community/Business Workshops $6,250 $25,000 $25,000 $20,833 $77,083
Radio Advertising $43,750 | $175,000 | $170,000 | $129,167 $517,917
Direct Mail $139,000 | $471,500 | $218,000 | $181,667 | $1,010,167
Bill Inserts $3,000 $12,000 $12,000 $10,000 $37,000
Trade Show Panels $0 $15,000 $0 $0 $15,000
PROMOTION OF LOW INCOME
AGGREGATION:
Implementation & Administration $6,250 $25,000 $25,000 $20,833 $77,083
TOTALS $227,000 | $773,500 | $495,000 | $398,333 | $1,893,833

L. Geographically Concentrated Conponent
The Signatory Parties agree that upon certain
prerequi site requirenments being nmet, N agara Mohawk wi ||l conduct

a geographically concentrated gas retail

educati on canpai gn (" CGeo- Canpai gn")

Val | ey Regi on”

areas).

to a maxi num of $1, 000, 000 for

(i ncludes Rone, Ui ca,

Ni agara Mohawk's actua
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costs for

access outreach and

Her ki mer ,

in Niagara Mohawk's " Mohawk

and surroundi ng

t he Geo- Canpai gn

the activities described bel ow,

up
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will be recovered by Ni agara Mohawk fromthe CRA. The Geo-
Canpai gn wi Il suppl ement and not supplant the O&E Program
descri bed above and existing custonmer education activities
conducted by Ni agara Mohawk regarding utility custoner rights and
responsibilities as energy consunmers and the safe use of gas.
The Geo-Canpaign will be coordinated with Ni agara Mhawk's ot her
outreach and educati on prograns on energy choice. The Ceo-
Canpaign will also be designed to coordinate with and conpl enent
t he energy conpetition education program devel oped in Case 99-M
0742. Recovery of costs will be linmted by budget category to
the total allowance for the budget category (see chart bel ow).
Real | ocations, up to a total for all categories of $1,000, 000,
will be permtted only with the prior witten approval of Staff.
The CGeo- Canpai gn does not include any utility-provided
preferential back-out rates, signing bonuses, or other financial
i nducenents to custoners to switch suppliers (or direct financial
i nducenents for Marketers) that do not otherw se apply to al
cust oners.

The overall purpose of the Geo-Canpaign is to increase
t he awareness and understanding of residential custoners
(i ncludi ng "cooking-only" custoners) and small conmmerci al
custoners regarding the follow ng concepts and nessages:

- - choi ce of natural gas supplier is avail abl e;
- - Ni agara Mohawk endorses conpetition;

- - safety, reliability, and utility custonmer service are
not affected if one swtches;
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- - Ni agara Mohawk will continue to provide energency
services to custoners regardl ess of commodity supplier;

-- Ni agara Mohawk wi |l not discrimnate agai nst custoners
who buy their commodity from anot her supplier; and

- - how to nake conpetitive choices and switch gas
suppliers.

The Geo-Canpaign is different than the O&% Programin
that it will be targeted to a single nedia market within Niagara
Mohawk' s gas service territory with a nanageabl e custoner base
size such that a concentrated outreach and educati on canpai gn by
Ni agara Mohawk, concentrated over a specific limted tine period,
and a concentrated nmarketing effort by Marketers, will reach
custoners nore vigorously than would ot herw se be possible. The
CGeo- Canpaign will be advertised to culmnate with an
informational quiz sent to all custoners with the opportunity for
custoners to earn a $5 bill credit for conpleting the quiz. The
pur pose of the quiz is not to scientifically neasure custoner
awar eness and understandi ng, but rather to be used as a marketing
tool to educate custoners and generate interest in the Geo-
Canpai gn. The purpose of the $5 bill credit is to generate
interest in participation in the quiz. The quiz will include a
checkoff block for a custonmer to indicate interest in receiving
further information from Marketers regardi ng conpetitive retail
gas or electric service. Space will be provided for a custoner
to indicate his or her nane, address and tel ephone/fax nunbers,

and such information will be used by Marketers to contact the
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custonmer. A list of such custonmers will be conplied by Ni agara
Mohawk and furnished to all marketers participating in the Geo-
Canpaign to assist in their marketing efforts. It is agreed that
any proposed alternatives to the informational quiz, agreed upon
by both Ni agara Mohawk and Staff, nmay be utilized in substitution
for the informational quiz, subject to the cost |imtations for
t he Geo- Canpai gn.

The Geo-Canpaign will contain conponents of
prerequi site triggers, pre-canpaign research and planning,
customer awar eness and educati on, and post-canpai gn eval uati on.
VWhere efficiencies can be gained by conbining gas and electric
educati on, Niagara Mohawk will do so (for exanple, naking
references to energy instead of either gas or electricity, nass
mai | i ngs applying to both forms of energy, conparison shopping
gui del i nes which establish techniques and terns useful in buying
both commdities). On an ongoing basis, Ni agara Mhawk w ||
facilitate and consider the input of the Signatory Parties into
t he devel opment of Ni agara Mbhawk's nethods and strategies to
conduct the Geo-Canpai gn.

1. Prerequisite Triggers

(a) Wthin 30 days of the execution of this Agreenent,
Ni agara Mohawk wi |l host an informational neeting with Marketers,
i ncluding residential Marketers, to describe conponents of the
CGeo- Canpai gn, gauge reaction, and obtain constructive ideas for
final Geo-Canpai gn design.

(b) Wthin 30 days of the effective date of the
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Comm ssi on order approving the terns of this Agreenent, Ni agara
Mohawk wi Il host an informational neeting with Marketers,
i ncluding residential Marketers, to describe conmponents of the
final Geo- Canpai gn pl an, gauge reaction, and obtain commtnents
to participate. The neeting will be held in a context where the
conponents of the ternms of this Agreement have been adopted by
t he Conmi ssi on.

(c) Inplenmentation of the Geo- Canpai gn woul d be
triggered when all of the follow ng prerequisites are satisfied:

(i) an affirmative witten statement by at |east six
(6) Marketers that they intend to participate;

(ii) an affirmative witten statement by at |east four
(4) Marketers that they intend to participate and
actively seek residential custoners;

(iii) an indication to Staff by Marketers, to the
satisfaction of Staff, that the Marketers
participating in aggregate are willing and capabl e
of serving at |east 30% of the existing
residential and 30% of the existing commerci al
custoners of Niagara Mohawk | ocated within the
t arget ed geographi c area,;

(iv) an affirmati ve comm tnment by the participating
Mar keters to actively pronote mgration in the
target area, denonstrated to the satisfaction of
Staff through confidential briefings to Staff
descri bi ng the individual Marketer pronotion plans
and strategies; and

(v) an affirmative conm tnment by the participating
Marketers to actively participate in Ni agara

Mohawk- sponsored outreach and education events, to
the satisfaction of Staff.

(d) Inplenentation of the Geo-Canpaign will occur over

a three-nonth period in either the Spring or Fall after the
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triggering of the Geo-Canpaign, the dates to be determ ned by the
Signatory Parties based on feasibility and Marketer interest.

2. Pre-canpai gn Research and Pl anni ng

The pre-canpai gn research and pl anning conponent is to
devel op and test the effectiveness of particular nmethods and
strategies to i ncrease awareness and understandi ng, including
particularly the content of nmedia. A budget allowance of $25, 000
for research and planning (including a customer awareness and
under st andi ng survey) and $35, 000 for nedia production has been
provided within the Geo-Canpai gn budget. Niagara Mohawk shal
facilitate and consider the input of the Signatory Parties into
t he devel opment of Ni agara Mohawk's net hods and strategies to
i ncrease awareness and understandi ng, including nedia.

3. Custoner Awareness and Educati on

The custoner awareness and educati on conponent is to
provi de for outreach and education prograns including adverti sing
to enpower custonmers to make educated energy purchasing
deci sions, and to generate custoner interest. For those
pur poses, budget all owances have been provided within the Geo-
Canpai gn budget, as foll ows:

- - $56, 000 for television advertisenents to increase
awar eness and under standi ng of the concepts and
messages descri bed above;

-- $25, 000 for radio advertisenents to increase
awar eness and under standi ng of the concepts and

nmessages descri bed above;
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-- $46, 000 for cable television advertisenents to
i ncrease awar eness and under standi ng of the
concepts and nessages descri bed above;

- - $80, 000 for print advertisenents to increase
awar eness and under standi ng of the concepts and
nmessages descri bed above;

- - $120, 000 for direct mail canpaigns to increase
awar eness and understandi ng of the concepts and
nmessages descri bed above, including the
cul m nation quiz; and

-- $410, 000 for bill credits to increase interest and
participation in the cul mnation quiz described
above.

4. Post-canpai gn Eval uation

Wthin 30 days of the conpletion of the Geo-Canpaign,

Ni agara Mohawk wi || host an informational meeting with the
Signatory Parties to report on the successes and failures of the
Geo- Canpai gn and to di scuss whether the Signatory Parties desire
to conduct additional Geo-Canpaigns in other parts of N agara
Mohawk' s gas service territory. After the informational neeting,
Ni agara Mohawk wi ||l prepare a witten report on the successes and
failures of the Geo-Canpaign. A budget allowance of $15,000 for
t he post-canpai gn eval uati on phase (including a custoner

awar eness and under standi ng survey) has been provided within the
CGeo- Canpai gn budget. Nothing in this Agreenment shall preclude

Ni agara Mohawk from conducting such additional Geo- Canpai gns,
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funded by up to an additional $1,000,000 fromthe CRA, as
Ni agara Mohawk and Staff shall agree to.

GEO- CAMPAI GN PROGRAM BUDGET
Pre- Program Research & Pl anni ng $25, 000
Medi a Production $35, 000
Tel evi si on $56, 000
Radi o $25, 000
Cabl e $46, 000
Pri nt $80, 000
Direct Mil $120, 000
Bill Credits $410, 000
Post - Progr am Report $15, 000
TOTAL $812, 000
VIT1. STATE ENVI RONMENTAL QUALI TY REVI EW ACT COWVPLI ANCE

The Signatory Parties agree that the Suppl enent al
Envi ronment al Assessnment Form (Suppl enmental EAF) attached hereto
as Appendi x H and nade a part of this Agreenment accurately
descri bes the potential environmental inpacts, if any, that could
result frominplenentation of the ternms of this Agreenent, and
that the Comm ssion's determ nation of significance regarding

this Agreenent should be the adoption of a negative declaration.
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Agreed to as of this 12th day of June, 2000.

NIAGARA MOHAWK POWER CORPORATION

1 Y

Title: l//CE LRES/PEL T &hS L/ VEL Y
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Agreed to as of this 12th day of June, 2000.

STAFF OF THE
DEPARTMENT OF PUBLIC SERVICE

By: ﬁ// & \_,
Title: /43“5’/1’—' &b"”’f
By: : / /ﬂ Aq ( 7 44—49/
‘ J 5 7
riete:  _hareaYomY Coreracf
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Agreed to as of this 12th day of June, 2000.

NEW YORK STATE CONSUMER PROTECTION BOARD

y W

Title: Executive Director & Chairwoman
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Agreed to as of this 12th day of June, 2000.

MULTIPLE INTERVENORS

 py: e B Y ega
Title: Athorres

v
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Agreed to as of this 12th day of June, 2000.

ENERGETILX, INC.

By: w . /Jd"l

Title:  Managing Director, Strategic ISsues
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Agreed to as of this 12th day of June, 2000.

Title:

- 96 -

Agway Enerpy Serffices, Inc.
B}r Usher FogeL Coynsel

Sma.ll Cus:omu
Coalition
By: Usher Fogel, Counsel
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Agreed to as of this 12th day of June, 2000.

TXU ENERGY SERVICES

By:
i . Gibbs
Vice President
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Agreed to as of this 12th day of June, 2000.

AMERADA HESS CORPORATION

Title: KEGUeATORY
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gara M X Power Cor Appenaix A
S: g R Requirement Page 1012
{$000°s)
Beveaue Requirement
Eust Rate Year
Revenuve R perC Y $13.560
Revenue ' Expense tems:
Speais: Contract (SC-9) Revenue {2.040)
Interruptible Sales (SC-4 ang SC 5) [}
O S -C Service S o
Cathowse Protection Program Costs 2107
SIR Overcotiection Q
Therm Billing Outreacn & Education Costs "o
Rats Base temns:
Net Lritty Piam - Custorner Service System 0
Contingency R A @ 340 miion (102)
C 9 R 113 1/3 173 pasis T4
Giobal Adjustments. (14.449)
NetR Recy per 2]
Second Rate Year: - .
R R per C $6.817
Adjustmens. 12 company requess
Revenue / Expenss tems
Soeciai Contract (SC-9) Revenve ]
inerryptidie Sales (SC-4 ana SC Si) 29
Dep E -G Service Syster~ 0
Cathodic P gram Costs 0
SIiR Overcoliecton 2187
Therm 8illing Qutreach & Education Casts . . - [}
Rate Sase tems: .
Net Utinty Plant - Cusiomer Service System o
Contingency Ressrve Account @ $40 midion (214
Contingency Reserve Account 173 13 113 bases N 1456
Globat Adjustments (10.285)
Net R Requir per S $0
Thirst Rate Yeac,
R o per C ¥ $4.576
Revenue and/or Expense sems: [+]
Special C (SC-9 R 0
Intemuptidie Sales (SC-4 ana SC 5 29
Dx Y E -C ice Sy 0
o P ion Program Costs [}
SIR Overcotiecaon 2197
Theem Billing Outreach & Education Costs 0
Rate Base tems.
Net Utility Plant - Customer Service System 0
Contingency R & $40 mition (214)
G gency Reserve A 173 1/3 113 basss 1433
Globat Adustments (8.021)
Nat Revenue Requirement per Settlsment 30 *
.
Revenue Requirement $0
Revenue and/or Expense tems:
Specisl Contract (SC-S) Revenue ]
interruptible Saies (SC-4 and SC 51 [«]
O -G Service Sy [']
Cathodic Protection Program Costs 0
SIR Overcotection [+
“herm Billing Outreach & Ecucation Costs o
Rate Base dems:
Net Litity Ptant - Customer Service System [+]
¢ y R 0
Globat Adjustments [¢]
Net Revenue Requirement per Settlement $0

° Tre seftiement inciluces 3 “Fourth Rete Penod™ of ten monins endng Oczober 31, 2003 but auows for 8 contrung "Stayout”.



Niagara Mohawk Power Corporation
Revenue Requirement and items to be Reconciled

Per Company
initial Filing
Eirst Rate Year;
ltems to Re reconciled
Revenue and/or Expense items:
Specat Contract (SC-9) Revenue 14,582
Interruptible Sales (SC-4 and SC 51) 6.108
Depreciation Expense - Customer Service System 996
Cathodic Protection Program Costs [+]
Site investigation & Remediation Costs 2,250
Rate Base items:
Net Utility Plant - Customer Service System 8.684
Contingency Reserve Account 39.000
Second Rate Year:
ltems to be reconciind
Re dior Exp i 2
Special Contract (SC-9) Revenue 14.657
Interruptible Sales (SC-4 and SC 5i) 6.136
Oepreciation Expense - Customer Service System 1.087
Cathodic Protection Program Costs 0
Site investigation & Remedation Costs 2,250
Rate Base items:
Net Utity Plant - Customer Service System 8.560
Contingency Reserve Account 37.000
Third Rate Year;
Items 1o be reconciled
Revenue and/or Expense items:
Special Contract (SC-9) Revenue 14.739
Interruptible Sales (SC-4 and SC 51) 6.136
Depreciation Expense - Customer Service System 1177
. Cathodic Protection Program Costs 0
i Site Investigation & Remediation Costs 2.250
Rate Base items:
Net Utility Plant - Customer Service System 8.326
Contingency Reserve Account 35.000
Eourth Rate Year:
itema to be reconciied
Revenue andior Expense tems:
Special Contract (SC-5) Revenue 14,739
Interruptible Sales (SC-+4 ang SC 51) 6.136
Depreciation Expense - Customer Service System 1177
Cathoaic Protection Program Costs o]
Site investigation & Remediation Costs 2.250
Rate Base iterns:
Net Utility Plant - Customer Service System 8.326
o]

Contingency Reserve Account

Adjustment for
Settiement

1.960

2.000

(5.666)

1.885
(28)

2.000

0
(17.000)

1.803
(28)

2.000

¢}
(28.333)

1.803
(28)

2.000

o

Case 99-G~0336 - GAS RATE AND RESTRUCTURING SETTLEMENT Am

Appendix A

Rata Allowanca for

Beconciliation Purposes

18.542
6.108
1.087
2,000
2.250

8.560
20.000

16.542
6.108
1177
2.000
2.250

8.326
6.667

16.542
€.108
1.477
2.000
2.250

8.326
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APPENDIX B
Niﬂgﬂfﬂ@MOhﬂWk DI.:;. GOPB 506
GAS OPERATING PRACTICE BULLETINS Page | of 8
Dae  6/1/00
SUBJECT SECTION
EVALUATION OF UNPROTECTED STEEL CORROSION CONTROL

SCOPE

This procedure describes the process used to evaluate the cost effectiveness of
cathodically protecting pre-1971 wrapped steel pipe.

GENERAL
INFORMATION

During the 1950s, 60s and early 70s several thousand miles of wrapped steel pipe

was installed with cathodic protection systems. This procedure establishes a uniform

method to evaluate the cost to investigate, perform repairs, and establish baseline
pipe to soil readings. The cost to perform repairs is compared to the present day
replacement cost only after considering factors, such as safety, pavement, urban
renewal, and planned construction. This cost then will determine if the work should
be completed or if the pipe should be allowed to reach the end of its useful life.

EVALUATION STEPS

The following three steps are used to evaluate proposed Test Sections for

protection:

1. An Office Evaluation shall be conducted to establish the proposed Test
Sections and determine the current year Cost to Replace.

2, A Field Evaluation shall be conducted to determine as completely as possibie

the Cost to Protect the proposed Test Section. Cost to Protect is the total
estimated cost of remedial action, which if completed, would cause the Test

Section to be considered protected in accordance with Appendix 14-D of Title

16 NYCRR 255.

3. An Economic Analysis shall be completed to determine whether or not the
necessary upgrading should be completed to protect the section. The
analysis is based on current reasonable costs.

Supersedes Document Dated Authorized By Approved By
SYSTEM GAS
9/20/91 OPERATING COMMITTEE DIRECTOR, SYSTEM GAS
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f ; Doc.
lagara \“Mom Ne. GOPB 506
GAS OPERATING PRACTICE BULLETINS Page 2 of 8
Date  6/1/00
SUBJECT SECTION

EVALUATION OF UNPROTECTED STEEL CORROSION CONTROL
PROCEDURE:
Office Evaluation:

1. Review gas maps to establish proposed Test Sections and consider the

following:

a. Location of existing Insulating Joints )

b. Location of existing Test Stations (TS)

c. Length of main that can be isolated: if not a manageable length, divide
into smaller sections by proposing installation of additional insulated
joints, test stations, etc.

2. Assign a proposed Test Section number and record the inventory information

on Figure 1.

3. Estimate the average age of the proposed test section.
Note: Select the 5-year increment that matches (as close as possible) the
majority of pipe in the proposed test sections and record it on Figure 1.
4, From knowledge of the area, determine whether the most likely location of a
replacement main would be generally in or out of pavement.
5. Use the data on Figure 4 to calculate the Cost to Repiace.
6. Record, in the Remarks Section, any other details known at this time which
may make cathodic protection difficult.
7. Record any existing or proposed Corrosion Work Requests (CWRs) in the
space provided on Figure 2.
8. Assemble the documents necessary to perform the Field Evaluation.
Supersedes Document Dated Authorized By Approved By
SYSTEM GAS
9/20/91 OPERATING COMMITTEE DIRECTOR, SYSTEM GAS
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Niagara @Mdm “Ne. GOPB 506
GAS OPERATING PRACTICE BULLETINS Page 3 of 8
Dae  6/1/00
SUBJECT SECTION
EVALUATION OF UNPROTECTED STEEL CORROSION CONTROL

PROCEDURE: (Continued)

Field Evaluation:

The purpose of the Field Evaluation is to estimate as compietely as possible the
Cost to Protect a proposed Test Section.

1.

Perform, as necessary, in-field visual inspections and electrical testing to
record the expected upgrade work on Figure 2.

2. Obtain enough information to prepare CWRs. DO NOT write them at this
. time. '
3. Complete Figure 2. Calcuiate the Cost to Protect.
Economic Analysis:

The purpose of this analysis is to determine whether or not to spend expense
dollars to protect a proposed Test Section.

1.

2.

Complete Economic Analysis portion of Figure 3.

A Supervisor or histher designee should review the Economic Analysis. The
percentages listed on the Economic Analysis are guidelines only. Other
factors need to be considered prior to making the decision of whether or not
to protect a proposed Test Section.

Supervisor to sign and date Figure 3.

Note: If the percentage to protect is less than the Guidelines, then the
proposed Test Section should be scheduled for protection.

Supersedes Document Dated Authorized By Approved By

SYSTEM GAS

9/20/91 OPERATING COMMITTEE DIRECTOR, SYSTEM GAS
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. A‘ N Doc.
Niagara QY\Mohawk No. GOPB 506
GAS OPERATING PRACTICE BULLETINS Page 4 of 8
Das  6/1/00
SUBJECT SECTION
EVALUATION OF UNPROTECTED STEEL CORROSION CONTROL
Fiqure 1
Office Evaluation
Test Section Number: By: Name:
Tax District: Date:
Gas Map Number:
Total Footage: ft.
Average Year installed: 1850 1955 1960 1965 1970
Cost to Repiace: ft -2°
(from Figure 4)
f -4 (See note on Figure 4, Page B)
f -6"
ft -8
ft. over 8*
Cost to Replace: S
Remarks:
Supersedes Document Dated Authorized By Approved By
SYSTEM GAS
_9r0/91 OPERATING COMMITTEE DIRECTOR, SYSTEM GAS

[N
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Nia W Mohawk Do
gara\ No. GOPB 506
GAS OPERATING PRACTICE BULLETINS Page 5 of 8
Date  6/1/00
SUBJECT SECTION
EVALUATION OF UNPROTECTED STEEL CORROSION CONTROL
Figure 2
Evaluated By: Test Section Number: Date:
NOTE:
All work includes permitting, easements, excavation, select backfill, restoration and any and alf associated work required for
successful compietion of the activity.
“Soft Surface” is defined as any surface that can be removed with a backhoe, which does not require the use of power, hand,
of mechanical tools or equipment to break the surfacs prior to excavation (e.g. topsoil, gravel, stone, ciay, etc.).
“Hard Surface" is defined as any susface , which is not considersd a soft surface and requires the use of power. hand, or
mechanical toois or equipment that will cut, break or weaken the surface in any manner prior to excavation. This definition
inciudes all thicknesses of asphalt and all concrete (.. sidewalks, drivewsys, roadways). Frost or frozen soil does not
constitute 2 hard surface.
- Fi ion = P
Activity 2000 Cost
Soft Surface | Hard Surface Quantity. Total
install Test Station Instaliation to inciude all of the
associated activities which are required for
wire attachment and test station instaliation. 185/ea 370/ea
Ancde Bed instaliation to include the placement
of up to four (4) 32% Anodes. wires, low diselectric
soil (manure) and test station. 765/ea 1350/e2
Test Station Mpintenance Raise, iower, or replace
existing test stations inciuding length of wires to grade. 305/ea 490/ea
Repair Pipe Wires As directed, repair or replace
existing CP wires, attachment points to steel pipe and
ends at test station termination biocks. 360/ea 620/es
Insuiate Service at Main Inciudes all necessary
activities associated with the instatiation of an insulated
type fitting tee at the main end of a stesi gas sefvice. 560/ea 790/ea
Insulate Service at Meter Inciudes all necessary
activities associated with the instaliation of an insulatad
fitting or union above the riser vaive. 75/6a T5/ea
Repeir Pipe Coating Cleaning and re-wrapping of existing
buried steet pipe and fittings (not invoived with any other
activities). : sonf sont
Clear Foreign Contact Through 4° As directed by
Meter & Test Department, permanently clear gas main
of ali physical contacts with other buried faciities. 910/ea 1315/ea
Supersedes Document Dated Authorized By Approved By
SYSTEM GAS
9/20/91 OPERATING COMMITTEE DIRECTOR, SYSTEM GAS
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Niagam@Molmwk

GAS OPERATING PRACTICE BULLETINS

Doc.
No. GOPB 506

Page 6 of 8

Date  6/1/00

SUBJECT
EVALUATION OF UNPROTECTED STEEL

SECTION
CORROSION CONTROL

Fiqure 2 Continued

Activi

Clear Foreign Contact Over 4"
(Same as above) 1415/ca

Clsan and wrap insulated Joint As directed by
Meter & Test Department, clean & wrap existing insulated
joints. 1050/ea

Instali Insyiated Joint, One Way Feed Inchudss ail the
necessary activities associated with the installation of a

xmulmd;omlﬁmo.e. back-to-back transition fittings,

insulated bok or hydrauiically expanded couplings).

Fabrication or assembly of by-pass and insuiated

joint / fittings, test station, and anode instaliation shall be

inciuded. 2600/ea

Install Insulated Joirt, Two Way Feod Includes al the
necessary activities associated with the installation of &

insulated joint / fitting (i.e. back-to-back transition fittings,

insulated bolt or hydraulically expanded couplings).

Fabrication or assembly of insulated joint / fittings, test

station, and anode installation shall be included. 2700vea

Instail Hot Tap Provide compiete instaliation and testing
of Hot Tap fittings. 925/ea

Repair insulated Flange As required, restors
insulating properties to existing insulated fiange
assemblies. 1485/e2

Gas Sorvice |nstalistion (Repiscement — Plastic) Upto

and including 4° dia. pipe, inciudes; above grade curd vaives,
pre-fab meter connectors, ali fittings and fusion of plastic pipe;
connection (weiding if required) to the main including tapping,
instaiiation of vaives. sleeves (inciuding wall sieeve if necessary)
and valve boxes. Inciudes cost for separate excavation to
retire existing service if necessary. 1800/ea
(Costs incurred under this item shall be treated as

a capital expense and not inctuded as part of the
incremental costs associated with the Cathodic

Protaction program)

1395/ea

3190/ea

1225/ea

1845/ea

2000/ea

—— tv————
e e——

Supersedes Document Dated ~ Authorized By

SYSTEM GAS
9/20/91 OPERATING COMMITTEE

Approved By

DIRECTOR, SYSTEM GAS
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N@mﬁm D:Ico GOPB 506
GAS OPERATING PRACTICE BULLETINS Page 7 of 8
Date  6/1/00
SUBJECT SECTION
EVALUATION OF UNPROTECTED STEEL CORROSION CONTROL
Figure 3

Cost to Protect (Figure 2)
Cost to Replace (Figure 1)

Guidelines (not to exceed)

Protect

Do Not Protect

Economic Analysis

1950 38%
19556 28%
1960 20%
1965 14%
1970  11%

Compare actual to guideline after considering other factors, such as safety, urban
renewal, pianned construction, etc.

Supervisor's Name: Date:
Supersedes Document Dated Authorized By Approved By
SYSTEM GAS
9/20/91 OPERATING COMMITTEE DIRECTOR, SYSTEM GAS
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GAS OPERATING PRACTICE BULLETINS Page 8 of 8
Date  6/1/00
SUBJECT SECTION
EVALUATION OF UNPROTECTED STEEL CORROSION CONTROL
Figure 4

Note: Use "Hard Surface” replacement cost if the expected location of a future replacement
would be considered mostly "In Pavement".

Use "Soft Surface" cost If it is expected that a future replacement would be behind

the curb.
2000 Main Replacement Costs Per Foot
System Average Hard Surface Soft Surface

g 2" $20 3$10
4" $22 $12

6" $31 A $18

8" $38 $23

12" $50 $31

16" $108 $83

Supersedes Document Dated Authorized By Approved By
SYSTEM GAS
9/20/91 OPERATING COMMITTEE DIRECTOR, SYSTEM GAS
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CASE 99-G-0336 - GAS RATE AND RESTRUCTURING SETTLEMENT AGREEMENT

1.

g}

Appendix D
Schedule 1

CAPACITY INCENTIVE PROGRAM

The CIP assumes relinquishment of 70,520 dt/day, effective 11/1/99 and 23,389 dt/day,
effective 11/1/02 of Texas Eastern capacity and 80,804 dt/day, effective 11/1/00, and 23,750,
effective 4/1/01 of Tennessee capacity. The Company has the option of further reducing
Tennessee to 0 on 11/1/01. The below analysis assumes that option is exercised. The parties
agree that the relinquishment of these contracts is in conformance with the concepts espoused
in the Commission’s November 3, 1998 Policy Statement in Case 93-G-0932.

During the Settlement Period, CNG capacity will be retained and assigned to marketers
serving customers migrating from sales to transportation service, or used to serve sales
customers with the costs being collected via the Monthly Cost of Gas. Costs of all other
capacity under contract to the Company will be passed through to sales customers via the
Monthly Cost of Gas or recovered through the stranded cost recovery mechanism set forth in
Section VILB. of the Settiement Agreement. All commedity costs (including variable
charges) will be passed on to sales customers via the Monthly Cost of Gas.

The relinquishment of capacity may not match the rate of migration from sales service and,
therefore, the Company may have to purchase bundled gas supply, or on a temporary basis
pipeline capacity, to meet its sales load. This may entail the recontracting for a portion of the
Tennessee capacity discussed above. Tennessee capacity that is recontracted to be in effect
during the period after 11/1/01 for the Settlement Period (unless relinquished sooner), will be
added to the base amounts specified in paragraph 5 below. Any such additional capacity is
subject to the Commission’s Policy Statement concemning the Future of the Natural Gas
Industry in New York State and Order Terminating Capacity Assignment (issued November
3, 1998).

For the first rate year, a target capacity cost for these purchases will be established by
multiplying the applicable annual maximum price of Texas Eastern capacity times the

highest daily actual purchase amount in excess of the base level for that year. For each of the
second, third and (partial) fourth rate years, the target capacity cost will be established by
multiplying the applicable weighted average maximum annual price of Texas Eastern and
Tennessee capacity times the highest daily actual purchase amount in excess of the base level-
for that year. The target capacity costs for each year will be reduced by the annual historic
average (11/1/97-10/31/99) capacity release credits. See examples attached.

For each rate year, the actual cost of capacity purchased, excluding peak shaving capacity,
over the base amount (235,402 DT for year one, 130,848 DT for year two, 98,467 DT for
year three, and 75,078 DT for partial year four will be calculated (see examples attached) and
compared to the target cost. When a bundled gas supply purchase is made for a daily
purchase, the cost of pipeline capacity in the bundled purchase price will be determined by
subtracting from the bundled price the Gas Daily price survey for production area gas and the
cost of fuel and commodity on the Texas Eastern and/or Tennessee pipelines. When a

Paca 1 NN nrrmans
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bundled gas supply purchase is made for 2 month, the Inside FERC Gas Market Report, first
of month gas prices, will be used.

6. A dead band between 80% and 100% of the targeted cost will be established within which
there will be no sharing of savings with the company. Thus, if the actual cost of capacity is
>80% of the target cost but <100% of the target cost, then there will be a 100% pass through
to sales customers via the Monthly Cost of Gas of all savings. :

7. If actual capacity costs are >75% and <80% of the target costs, there will be a 75%/25%
sharing between sales customers and the Company of these incremental savings. If actual
capacity costs are <75% of target costs, there will be a 50%/50% sharing of all savings below
this threshold between customers and the Company. Savings sharing to the Company below
80% will be limited to $2 million per year, and then there will be 2 100% pass through to
sales customers of any remaining savings.

8. If actual capacity costs are >100% and <105% of the target costs, there will be a 75%/25%
sharing between sales customers and the Company of the additional costs. If actual capacity
costs are >105% of the target costs, there will be a 50%/50% sharing of the additional costs
above 105%. The company’s share of added costs above 100% will be limited to $2 million
per year, and then there will be a 100% pass through to sales customers of any remaining
additional costs.

9. Under the CIP, all purchase costs not subject to the sharing provisions will be passed through
to sales customers via the Monthly Cost of Gas or recovered through the stranded cost
recovery mechanism set forth in Section VII.B.

Pace ? N eMnrnmant
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Assumptions:

Pipeline capacity upstream of CNG:
305,922 DT

Year one 11/1/99 - 10/31/00
305,922 - 70,520 = 235,402 DT

Year two 11/1/00 - 3/31/01
235,402 - 80,804 = 154,598 -
4/1/00 - 11/31/01
154,598 - 23,750 = 130,848
Year three 11/1/01 - 10/31/02
130,848 - 32,381 = 98,467
130,848 - 0 = 130,848 (Tennessee renewed)
Year four 11/1/02-10/31/03
98,467 - 23,389 = 75,078
130,848 — 23,389 = 107,459 (Tennessee renewed)
The below examples assume a 40% load factor usage by the Company, highest daily purchase
less the base capacity upstream of CNG x 365. Sale-for-resale credits are based on 5.6% of

unused capacity and capacity release credits are based on the remaining unused capacity. The
Year-! Target example shows the complete calcuiations.

Target - Year |

The highest daily capacity purchased during the year will be subtracted from 235,402.
This use will be priced at maximum Texas Eastern rates for 12 months.

Annualized Capacity: 250,200 - 235,402 = 14,598 x 365 = 5,328,270

Example:
Highest daily purchase: 14,598 x ($14.0267 x 12) = $2,457,141

Capacity Used: 5,328,270 x .4=2,131,308

Available for Credits: 5,328,270 -2,131,308 = 3,196,962

Sales-for-Resale Credit: 3,196,962 x .056 x $.07 = $121,532

Capacity Release Credit = $.0129 x (3,196,962 — (3,196,962 x .056)) = $38,931

Target Less Credits = $2,457,141 - $12,532 - $38,931 = $2,405,678

Dane NR oM natrumene
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Actual - Purchases/Sharing Year 1

Determine the capacity cost for all daily purchases of capacity over the floor of 235,402
DT. The cost will be determined as follows:

80% Target Capacity Cost: .80 x $2,405,678 = $1,924,542
75% Target Capacity Cost: .75 x $2,405,678 = $1,804,258

Total November 1999 - October 2000 period purchases above 235,402: 2,131,308 DT

Cost of Actual Purchases: 2,131,308 x $.32 = $682,019

Savings Between 75-80% of Target $1,924,542 - $1,804,258 = $120,284
Savings Sharing:
75% Customer $90,213
25% Company $30,071
Savings Above 75% Target $1,804,258 - $682,019 = $1,122,239
Savings Sharing:
50% Customer $561,120
50% Company $561,119
Total Savings Sharing:
Customer $651,333
Company $591,190
Target — Year 2

Pave 4

The highest daily capacity purchased during the year will be subtracted from 154,598 and

130,848. This use will be priced at the Company’s entitlement weighted maximum rate

for the Texas Eastern and Tennessee turnbacks.

Annualized Capacity: ((175,000 - 154,598) x 151)) + ((175,000 — 130,848) x 214)) = 12,529,230

Example:

Highest daily purchase: 175,000 - 154,598 = 20,402 x ($11.891 x 5) = $1,212,951 11/1/00-3/31/01
175,000 - 130,848 = 44,152 x ($11.891 x 7) = $3,674,930 4/1/00-10/31/01

Capacity Used: 12,529,230 x .4 = 5,011,692

Sales-for-Resale Credit: (12,529,230 - 5,011,692) x .056 x $.07 = 29,469

Capacity Release Credit: $.02/day x (12,529,230 - 5,011,692) — (.056 x (12,529,230 -
5,011,692))) = $141,931
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Target Less Credits = $4,887,881 - $29,469 - $141,931 = $4,716,481

Actual - Purchases/Sharing Year 2

Determine the capacity cost for all daily purchases of capacity over the floor of 154,598
or 130,848 DT. The cost will be determined as follows: ,

80% Target Capacity Cost: .80 x $4,716,48]1 = $3,773,185
75% Target Capacity Cost: .75 x $4,716,481 = $3,537,361

Total November 2000 - October 2001 period purchases above 154,598 or 130,848; 5,011,692
Cost of Actual Purchases: 5,011,692 x $.32 = $1,603,741

Savings Between 75-80% of Target: $3,773,185 - $3,537,361 = $235,824

Savings Sharing:
75% Customer $176,868
25% Company $58,956
Savings Above 75% of Target: $3,537,361 - $1,603,741 = $1,933,619
Savings Sharing:
50% Customer $966,810
50% Company $966,810
Total Savings Sharing:
Customer $1,143,678
Company $1,025,766
Target - Year 3

Dana S

The highest daily capacity purchased during the year will be subtracted from 98,467.
This use will be priced at the Company’s entitlement weighted maximum rate for the
Texas Eastern and Tennessee turnbacks.

Example:

Annualized Capacity: 113,000 — 98,467 = 14,533 x 365 = 5,304,545

Highest daily purchase: 14,533 x ($11.386 x 12) = $1,985,670

Capacity Used: 5,304,545 x 4=2,121 818

Sales-for-Resale Credit: $.07 x .056 x (5,304,545 — 2,121,818) = $12,476

RILY PV o B e



CASE 99-G-0336 - GAS RATE AND RESTRUCTURING SETTLEMENT AGREEMENT

Appendix D
Schedule 1

Capacity Release Credit:  $.02/day x ((5,304,545 - 2,121,818) — (.056 x (5,304,545 —
' 2,121,818))) = $60,090

Target Less Credits = $1,985,670 - $12,476 - $60,090 = $1,913,103

Actal — Purchases/Sharing Year 3

Note:

Determine the capacity cost for all daily purchases of capacity over the floor of 98,467
DT. The cost will be determined as follows:

80% Target Capacity Cost: .80 x $1,913,103 = $1,503,483
75% Target Capacity Cost: .75 x $1,913,103 = $1,434,828

Total November 2001 - October 2002 period purchases above 98,467: 2,121,818
Cost of Actual Purchases: 2,121,818 x $.32 = $678,982

Savings Between 75-80% of Target: $1,503,483 - $1,434,828 = $95,655

Savings Sharing:
75% Customer $71,741
25% Company $23,914
Savings Above 75% of Target: $1,434,828 - $678,982 = $755,846
Savings Sharing:
50% Customer $377,923
50% Company $377,923
Total Savings Sharing:
Customer $449.664
Company $401,837

If the Company retained the 32,381 of Tennessee capacity and peak capacity usage
exceeded 130,848, the calculation methodology would be the same as the above example
with 130,848 substituted for 98,467. If the Company retained the Tennessee capacity and
the maximum usage is less than 130,848, no calculation would be required.

Target — Year 4

Paoce R

The highest daily capacity purchased during the year will be subtracted from 75,078.
This use will be priced at the Company’s entitlement weighted maximum rate for the
Texas Eastern and Tennessee tumbacks.

AR £l Vs i om0
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Example:

Annualized Capacity: 81,078 — 75,078 = 6,000 x 365 = 2,190,000
Highest daily purchase: 6,000 x ($11.653 x 12) = $839,050

Capacity Used: 2,190,000 x .4 = 876,000

Sales-for-Resale Credit: $.07 x .056 x (2,190,000 — 876,000) = $5,151

Capacity Release Credit: $.0129 Dv/day x ((2,190,000 - 876,000} — (.056 x (2,190,000 —
876,000))) = $16,001

Target Less Credits = $839,050 = $16,001 - $5,151 = $817,898

Actual - Purchases/Sharing Year 4

Determine the capacity cost for all daily purchases of capacity over the floor of 75,078
DT. The cost will be determined as follows:

80% Target Capacity Cost: .80 x $817,898 = $654,318
75% Target Capacity Cost: .75 x $817,898 = $613,424

Total November 2002 - October 2003 period purchases above 75,078: 876,000
Cost of Actual Purchases: 876,000 x $.40 = $350,400

Savings Between 75-80% of Target: $654,318 - $613,424 = $40,894

Savings Sharing:
75% Customer $£30,671
25% Company $10,224

Savings Above 75% of Target: $613,424 - $350,400 = $263,024

Savings Sharing:
50% Customer $131,512
50% Company $131,512
Total Savings Sharing:
Customer $162,183
Company $141,736

Note: See note associated with Year 3 calculation and Assumption Section ~ Year 4.
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BALANCING OPTIONS

1. Pooled Balancing - Daily Metered Customers (includes stand-alone non-dca customers.)

The current Pooled Balancing program will be terminated effective 9/1/00.

Daily balancing between nominations and pool usages with a +/- 10% tolerance will commence
9/1/00.

The daily balance tolerance will be +/- 5% from 11/1/01 through 3/31/02, and will return to +/-
10% from 4/1/02 through 10/31/02. The daily balance tolerance will be +/- 5% from 11/1/02
through 3/31/03, and will return to +/- 10% from 4/1/03 through 8/31/03.

Daily cash outs, invoked when all pools as 2 whole are out of tolerance (All Pools), will
commence 9/1/00 in the following manner:

The Index will be Gas Daily's CNG North Point common (mid-point) price. For
underdeliveries, CNG FT plus fuel to Niagara Mohawk's citygates will be added.

6-10% underdelivered (overdelivered): 105% (95%) of (mid-point) Index (when applicable)
11-15% underdelivered (overdelivered): 110% (90%) of (mid-point) Index
16-20% underdelivered (overdelivered): 130% (70%) of (mid-point) Index
21-50% underdelivered (overdelivered): 140% (60%) of (mid-point) Index
> 50% underdelivered (overdelivered): 150% (50%) of (mid-point) Index

If any marketer is out of balance by more than 50% twice within a month, an additional $5/Dt
penalty will be assessed for the third occurrence and each occurrence thereafter in the month.
The first ime any marketer is out of balance by more than 50%, the Company will issue a
“Notice” to the marketer concerning the penalty for such imbalances. The second time a
marketer is out of balance by more than 50%, the Company will issue a *Warning” to the
marketer. (If an imbalance of more than 50% occurs over a weekend or holiday weekend and
marketer does not receive notification by the Company until the first day of business after the
weekend, this will be counted as one imbalance.)

At the end of each month, an All Pools comparison of actual usage to nominations will be done.
If All Pools are within a +/- 2% tolerance, each individual pool will be cashed out, after
imbalance trading, at Index (CNG North Point common [mid-point)), average for the month. If
the All Pools imbalance is > 2%, then each individual pool will be cashed out after imbalance
trading at the aforementioned Index for imbalances between 0-2%, and at Index +/- 20% for
imbalances greater than 2%. An injection or withdrawal charge will be applied to monthly
imbalances (see Schedule 2).
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An Operational Flow Order (OFO) will nullify All Pools balancing for the day. The tolerance
level will be +/- 2% as currently provided in the Tariff. The Company may issue an OFO with a
tolerance level of +/-2% to +/-50% for underdeliveries or overdeliveries. For imbalances that
exceed the OFO limit, marketers will be assessed a penalty of $25/Dt, per day. When an OFO is
issued for underdeliveries or overdeliveries, then the unaffected side will be subject to the normal
daily cash out schedule unless changed at the Company's discretion. Such changes will not
increase cash out costs. '

A balancing fee will be charged as follows:
Through 8/31/00:  $0.2838/MPDQ/mo (charged to the customer)
9/1/00 to 10/31/01: $.244326/MPDQ/mo (cost based) (charged to the marketer)

11/1/01 to 10/31/02:Max $.244326 MPDQ/mo, with an up to $0.12 adjustment downward
depending on measurement resuits of 11/00 through 3/01

1171/02 to 8/31/03: Max $.244326 MPDQ/mo, with an up to $0.12 adjustment up or down from
the prior year's charge depending on measurement resuits of 11/01 through 3/02

The measurement referred to above involves Niagara Mohawk's monitoring of daily imbalances
of marketers' pools for daily metered customers and the extent of utilization of Niagara Mohawk's
assets to achieve All Pools daily balances.

‘The method for measuring possible adjustments to the balancing fee is as follows:

1. For each day in the period November through March caiculate the imbalance percentage (IP)
(rounded to the nearest 10™ of a percent) as:

IP = All Pools Metered Usage — All Pools Noms
All Pools Metered Usage

2. Calculate the absolute value of each IP.

3. Rank the IP from highest to lowest.

4. For the period 11/01/00 through 3/31/01, determine the IP at the 95% level.

5. If at the 95% level the IP is less than 5%, a ratable adjustment of up to $.12 per MPDQ/mo.
will be made to the balancing fee effective 11/1/01. For example, if the study shows an

imbalance of 4% at the 95% level, the balancing fee will be adjusted by $.048 = ($.12 x
(1/2.5).

6. For the period 11/1/01 through 3/31/02 determine the IP at the 100% level.

7. If at the 100% level, the IP is equal to or greater than 5%, then the balancing fee will be set at
$.244326 MPDQ/mo. (cost based) effective 11/1/02. If at the 100% level the [P is less than
5%, a ratable adjustment downward of $.048 per MPDQ/mo. to the maximum balancing fee
of $.244326 MPDQ/mo. (cost based) will be made for each 1% under the 5%.
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8. Steps 6 and 7 will be repeated for each subsequent period during the Settlement Period.

Marketers (including stand-alone non-dca customers) can elect to provide their own balancing
service. The balancing service must comply with the requirements of the Company.

Effective 9/1/00, GISB standards will be in effect for all nominations.

11. Balanced Aggregation and Basic Aggregation - Monthlv Metered Customers

The existing Balanced Aggregation program will be terminated effective 9/1/00 and be replaced
with a modified Basic Aggregation program.

The modified Basic Aggregation program is designed around and offered in conjunction with
CNG’s Delivery Point Operator (DPO) and Citygate Swing Customer (CSC) tariffs filed with
FERC.

The modified Basic Aggregation program is as follows:

Daily Aggregator Fiow Orders (AFO) will be issued by Niagara Mohawk based on
algorithms using a Base and Thermal methodology.

Penalties will be applied when there is a failure to meet an AFO.

There will be mandatory assignment of GSS and FTNN GSS along with 12-months
assignment of FT capacity. Assignment will be based on a peak day allocation of 55%
storage and 45% FT. GSS and FTNN GSS and FT will be released at maximum rates subject
to recall. This capacity and storage will be recalled in the event that a marketer fails to
perform under the terms of Basic Aggregation, a customer switches marketers, or a customer
returns as a sales customer.

The program must meet CNG criteria for Citygate Swing Customer (CSC). Any penalty
charges assessed to Niagara Mohawk or gas supply costs incurred as a result of CSC will be
directly passed on to the appropriate party that caused the penalty.

There will be retroactive changes to GSS storage balances based on actual weather (i.e.
adjusted AFQs).

Actual usage will be trued up to nominations by billing cycle. (This will be available at a
later date subject to the necessary IT changes). There will be cash out at the commodity cost
of gas.

There will be no storage utilization charge.

Marketers can designate a third party scheduling coordinator to act on their behalf.
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At marketer’s discretion, Pooled Balancing can be combined with the Basic Aggregation
program for balancing purposes.

ill. Other Matters

Niagara Mohawk will offer extensive training services to all marketers and direct customers
before implementing the new programs.

The capital costs of implementing the new balancing programs will be recovered from the
Contingency Reserve Account. The incremental O&M expenses of implementing the programs
will be recovered on a current basis.

V. Program Modifications if CNG’s DPO/CSC Tariffs Are Not in Place

If CNG's DPO/CSC tariffs are not in place by 9/1/00:

The Basic Aggregation program for monthly metered customers (see Section I1.) would be
modified to include a Balancing Service charge based on weather forecast error effects on
usage. All other aspects of the Basic Aggregation program would remain the same except
there will not be no-notice storage service and Pooled Balancing service cannot be combined
with Basic Aggregation service.

The Balanced Aggregation program would still be terminated effective 9/1/00. The Pooled
Balancing program for daily metered customers (see Section I.) wouid be unchanged.
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MONTHLY BALANCING CHARGE

DAILY METERED CUSTOMERS
Monthly Blended
Rate Quantity Cost Rate .Annual Rate
GSS Demand 1.8344 426,832 $782,980 $1.86114 $22.3336
GSS 1l Demand 3.4364 7.246 24,900
434,078 $807,880
GSS Capacity 0134 49.61332  $.664812 .70877 8.50524
GSS 1I Capacity 0317 1.38668  .043958
51.00 70877
FTNN GSS 5.5599 5.5599 27.7995
Sub-Total 58.63834
X .05
2931917
+ 12
Balancing Charge Demand Rate $.244326/month/
' MPDQ/DT Demand
Pipeline Injection Rate $0.0162/DT

Pipeline Withdrawal Rate $0.0147/DT

Note:

2. Any revenue from the balancing charge or the injection or withdrawal rates will be

flowed through the GAC.
3. Rates are effective July 1, 1999.
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; |
Niagara Mcohawk Power Corporation : ;
I Demand Storage Transfer Rate ' E
Example
... for the 12 month period ending March 31, 2001 ‘ :
\ ; é
] o | i _
L Estimated Storage Storage
_ i i Average ; Demand |  Gas i
. Commodity @ Transfer | Transfer E
Month  (Gas in Storage | Rate f Rate -
: : b
‘ ; s
) apr _ : $ 335] § (D.B7496): §  2.4750 B
May | $ 340 | $ (0.45003)! § 2.9500 ;
. Jun__ '$ 330! § (0.14727)! § 3.1527 ’
Jul  i$§ 345! § 0.03430 | § 3.4843 i
T awg S 330 s o.1s501 s 3.a850
. . _sep  i$ 320. 5§ 0.22287 | § 3.4229 | ]
T oet 1§ 315, 5 0.23684 | § 3.3868 | i
. Nov | $ 3101 S 0.34926 | § 3.4493 |
_______ . Dec 1% 310 5 0.44621 § 3.5462
Jan $ 310/ § 0.43704 | § 3.5370 i
Feb | § 310, § 0.36980 ; § 3.4698 L
Mar ’ - is - i
: : T '
! ; !

i : :
L

Amount M}use'd fo;: the estimated awverage commodity

_.cost of gas in storage, is for illustrative purposes only, and is not

~ ian actual forecast of commeodity cost.

- 6 -

i
[ W S
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..DID:
..TXT: PSC NO: 218 GAS STATEMENT TYPE: DTR
STATEMENT NO:

COMPANY: NIAGARA MOHAWK POWER CORPORATION

1
INITIAL EFFECTIVE DATE: 07/27/00

STAMPS:

Example Only

RECEIVED: STATUS: EFFECTIVE:
STATEMENT OF DEMAND TRANSFER RECOVERY RATE

Effective to Billing Commencing August 1, 2000
Applicable to Billing for Service Classification No. 11

Per Therm
Pursuant to Service Classification No. 11 of Niagara Mohawk Power
Corporation’s PSC No. 218, the storage gas transfer rate shall be the
sum of:
(1)
the Company's estimated weighted average $.330000
commodity cost of gas
Commodity cost of gas in storage
(2) Demand Transfer Recovery Rate (DTR rate) = $0.015500
TOTAL EFFECTIVE STORAGE TRANSFER RATE PER THERM: $0.345500
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CAsE 99~G-0336 - GAsS RATE AND RESTRUCTURING SETTLEMENT AGREEMENT

Appendix _ E_
Schedule 6
Page 1 0f 1

..DID:

..TXT: PSC NO: 218 GAS STATEMENT TYPE: BSC
COMPANY: NIAGARA MOHAWK POWER CORPORATION STATEMENT NO: 1
INITIAL EFFECTIVE DATE: 07/27/00

STAMPS:

Example Only

RECEIVED: STATUS: EFFECTIVE: ,
STATEMENT OF Balancing Services Cost Recovery

Effective to Billing Commencing August 1, 2000
Applicable to Billing for Service Classification No. 11

Per Therm
Pursuant to Service Classification No. 11 of Niagara Mohawk Power
Corporation’s PSC No. 218, the balancing services cost recovery rate
shall be
The estimated 12 month operating and maintenance cost of $345,000 $.00074
Divided by the 12 month sales forecast ending July 31, 2001 for SC-5
Firm, SC-7, SC-8 transport, SC-12 and SC 13, 469,309,490 therms
TOTAL EFFECTIVE BALANCING SERVICES COST RECOVERY RATE $0.00074

- 11 -
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APPENDIX F

Estimated Avoided I Function Backout Costs - Applicati

Steps to determine amount to be recovered from the CRA:

Step 1:

Step 2:

Step 3:

-

Migrated Therms
Percent migration based on = e e
number of Themms Total Therms
where:

actual therms associated with SC1 and SC2 transportation customers for
Migrated Therms = the twelve months ending October 31

actual therms associated with all SC1 and SC2 sales and transportation
Total Therms = customers for the tweive months ending October 31

Note: Year 2000 to be calculated from the implementation Date to October 31
rather than the tweive months ending October 31

(i.e . if 145 million therms rugrate of a total 725 million therms then the percent migration based on the
number of therms is 20%)

Retermine dotiar per therm unavojded
Using the "Estimated Avoided Merchant Function Backout Costs” Chart

Dollar per therm unavoided = determine the dollar per therm unavoided associated with percent
migration based on number of therms (Step 1)

(i.e., if percent migrated based on number of therms (Step 1) equals 20%, then $0.01418 of the $0.02222/therm
backout rate is unavoided, or 64% is unavoided.) .

Dollars Recovered -
From the CRA = Migrated Therms times Dollar per Therm Unavoided (Step 2)

(i.e.. 145 million migrated therms times $0.01418%herm, or $2.1 million will be recovered from the CRA.)



e

CaAsE 99-G-0336 - GAS RATE AND RESTRUCTURING SETTLEMENT AGREEMENT

Esti ided M E ion B c
Embedded Cost S 14,852,929
Therms 668,518,856
Backout per Therm 0.02222

Migration L evel $/Therm Avoided

1% 0.00395
2% 0.00395
3% 0.00395
4% 0.00395
5% 0.00335
6% 0.00423
7% 0.00464
8% 0.00492
9% 0.00519
10% 0.00547
1% 0.00593
12% 0.00620
13% 0.00648
14% 0.00676
15% 0.00717
16% 0.00745
17% 0.00758
18% 0.00772
19% 0.00780
20% 0.00804
21% 0.00818
22% 0.00832
23% 0.00846
28% 0.00864
25% 0.00878
26% 0.00881
27% 0.00905
28% 0.00919
29% 0.00937
30% 0.00951
31% 0.00965
2% 0.00978
33% 0.00993
H% 0.01011
35% 0.01025
36% 0.01038
37% 0.01061
38% 0.01078
39% 0.01102
40% 0.01125
41% 0.01129
42% 0.01152
43% 0.01175
44% 0.01193
a5% 0.01216
46% 0.01234
47% 0.01257
48% 0.01280
45% 0.01284
50% 0.01307

% Avoided

18%
18%
18%
18%
18%
18%
21%
22%
23%
25%
27%
28%
28%
30%
2%
4%
34%
5%
36%
36%
37%
37%
38%
39%
40%
40%
41%
41%
42%
43%
43%
44%
45%
45%
45%
47%
48%
48%
50%
51%
51%
52%
53%
54%
55%
S6%
57%
58%
8%
59%

To be recovered from the CRA:

$Therm Unavoided % Unavoided

0.01827
0.01827
0.01827
0.01827
0.01827
0.01799
0.01758
0.01730
0.01703
0.01675
0.01629
0.01601
0.01574
0.01546
0.01505
0.01477
0.01463
0.01450
0.01431
0.01418
0.01404
0.01390
0.01375
0.01358
0.01344
0.01330
0.01316
0.01303
0.01284
0.01271
0.01257
0.01243
0.01229
0.01211
0.01197
0.01183
0.01161
0.01142
0.01120
0.01097
0.01092
0.01070
0.01047
0.01029
0.01006
0.00988
0.00965
0.00942
0.00938
0.00915

82%
82%
82%
82%
82%
81%
79%
78%
77%
75%
73%
72%
71%
70%
68%
66%
66%
65%
64%
64%
63%
63%
62%
61%
60%
60%
59%
59%
58%
57%
57%
56%
55%
56%
54%
53%
52%
51%
50%
49%
49%
48%
47%
46%
45%
44%
43%
42%
42%
41%
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Esti ideds Function Backout C

Embedded Cost s 14,852,929

Therms 668,518,856

Backout per Therm 0.02222

To be recovered from the CRA:

51% 0.01329 60% 0.00892 40%
52% 0.01348 61% 0.00874 39%
53% 0.01370 82% 0.00851 38%
54% 0.01383 63% 0.00833 37%
55% 0.01407 63% 0.00815 37%
56% 0.01425 64% 0.00796 36%
57% 0.01430 64% 0.00792 36%
58% 0.01448 65% 0.00774 35%
§9% ' 0.01466 66% 0.00755 34%
60% 0.01485 7% 0.00737 33%
61% 0.01503 68% 0.00719 32%
62% 0.01521 68% 0.00701 32%
63% 0.01539 69% 0.00682 31%
84% 0.01544 69% 0.00678 31%
65% 0.01562 70% 0.00660 30%
66% 0.01580 71% 0.00641 29%
67% 0.01599 72% 0.00623 28%
68% 0.01617 73% 0.00605 27%
69% 0.01635 74% 0.00587 26%
70% 0.01640 74% 0.00582 26%
71% 0.01658 75% 0.00564 25%
72% 001676 75% 0.00546 25%
73% 0.01694 76% 0.00527 24%
74% 001713 7% 0.00509 23%
75% 0.01731 78% 0.00491 2%
76% 0.01749 79% 0.00473 21%
7% 0.01754 79% 0.00468 21%
78% 0.01772 80% 0.00450 20%
79% 0.01790 81% 0.00432 18%
80% 0.01808 81% 0.00413 19%
81% 0.01823 82% 0.00399 18%
82% 0.01837 83% 0.00385 17%
83% 0.01847 83% 0.00374 17%
84% 0.01848 83% 0.00374 17%
85% 0.01862 84% 0.00359 16%
86% 0.01877 84% 0.00345 16%
87% 0.01891 85% 0.00331 15%
88% 0.01905 86% 0.00316 14%
89% 0.01920 86% 0.00302 14%
90% 0.01920 86% 0.00302 14%
91% 001934 87% 0.00287 13%
92% 0.01949 88% 0.00273 12%
93% 0.01963 88% 0.00259 12%
84% 0.01977 89% 0.00244 1%
95% 0.01592 90% 0.00230 10%
6% 0.02006 90% 0.00216 10%
97% . 0.02007 90% 0.00215 10%
98% 0.02025 91% 0.00197 9%
99% 0.02033 92% 0.00183 8%
100% 0.02053 92% 0.00168 8%
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APPENDIX G

Strategy for Promoting Low Income Consumer
Participation in Gas Aggregation

I. Assumptions

A. To the maximum degree possible, aggregation opportunities
for low income consumers should be included with other
consumers to ensure that the size of the aggregated pool
will attract the attention of marketers and result in
greater savings. Therefore, initiatives fostering low
income consumer participation in aggregation should be
coordinated with all outreach and education activities.

B. While low income consumers will benefit from Niagara
Mohawk’s marketing strategies aimed at residential customers
in general, they will have specific issues and concerns that
may be more credibly addressed by those community networks
which serve the needs of low income consumers.

C. The design and implementation of strategies designed to
promote low income consumer participation in aggregation
should be: i) collaborative involving the active
participation of community networks charged with addressing
low income energy affordability; ii) replicable on an on-
going and broad based basis; and iii) consistent with
Niagara Mohawk'’'s development of retail access.

D. Whenever possible aggregation should be part of a larger
package of energy related services designed to make energy
more affordable for low income consumers.

E. Since low income consumers whose energy burden results in
their being "payment troubled" might be disqualified from
participation in aggregation opportunities available to the
general consumer, specific initiatives may be required to
facilitate their access to aggregation.

F. ~While this strategy is being designed specifically with
regard to aggregation opportunities for gas customers, the
recommendations can also be employed to foster low income
participation in electric aggregation.

IT. Objective

To provide a series of initiatives that will facilitate the
access of low income consumers to gas aggregation opportunities.
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ITT.

Strategic Initiatives

Utilizing the existing low income network database Niagara
Mohawk has developed for its annual HEAP outreach campaign,
mailings would be sent to those community agencies and
organizations that serve the low income population (e.g.
county Departments of Social Services, Community Action
Agencies, neighborhood organizations, etc.) providing
information on the potential benefits of aggregation. These
mailings would offer these networks the assistance of
Niagara Mohawk in the design and implementation of
aggregation opportunities.

The following services will be provided to those networks
and/or agencies interested in pursuing aggregation
opportunities for their clients:

- "Train the Trainer" sessions for agency personnel
designed to promote customer choice among low income
consumers.

- Outreach materials on customer choice developed by
Niagara Mohawk for residential customers in general
together with information pieces designed to address
specific concerns of low income consumers.

- Access to Niagara Mohawk resource personnel who can
assist these networks in the design and implementation
of an aggregation model.

- Facilitate access to usage data required in developing
contracts.

- "“Train the Trainer" sessions and appropriate materials
for those agencies interested in providing energy use
management education to interested clients
participating in aggregation.

As a follow-up to the outreach efforts noted in Section III,
A above, Niagara Mohawk, in collaboration with PSC Staff,
will conduct information sessions with low income
networks/agencies to further explain:

- the benefits of aggregation;

- designing aggregation pools;

- the development of the bidding process;

- potential impacts on current operations;

- promoting aggregation among client base:; and

- packaging other services to address low income energy
affordability.
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D. Regarding low income payment troubled consumers, Niagara
Mohawk will:

- Pursue initiatives already underway with the
Departments of Social Services of Oneida and Onondaga
counties to implement aggregation opportunities
consistent with I,c above for vouchered public
assistance customers.

- Niagara Mohawk will approach and collaborate with other
counties in its service territory interested in '
pursuing this opportunity for their public assistance
customers.

- Provide information on and facilitate access to
aggregation opportunities to those current participants
in the LICAP program whose negotiated payment
arrangement would enable them to pay full supply costs.

E. Niagara Mohawk will assist with the implementation of the
aggregation opportunities being offered by the REACH Pilot
Project being conducted in Rensselaer, Saratoga, Oneida,
Onondaga and Jefferson Counties. This assistance will
include:

- "Train the Trainer" sessions and materials for
promoting customer choice among clients of these
community action agencies.

- “Train the Trainer" sessions and materials for
extending energy use management education to those
participating in aggregation.

~ Referral of those REACH participants to the Company’s
LICAP Program who meet the LICAP eligibility criteria.

IV. Success Indicators

Indicators that Niagara Mohawk has successfully implemented the
proposed strategy will include:

A, Annual reports detailing:

- Outreach activities to low income networks promoting
aggregation;

- Niagara Mohawk support of low income networks pursuing
aggregation;

- Results of outreach and support initiatives including
ultimate impact on aggregation;

- Niagara Mohawk/County DSS collaboratives:

- Niagara Mohawk support of REACH Pilot Project
activities; and
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- Implementation of Collaborative Seminars promoting
aggregation opportunities for low income consumers.

B. Awareness Levels:

- An awareness survey of low income agency networks will
be conducted to determine a baseline. Specifics
regarding target goals, measurement instruments and
scheduling will be developed in consultation with the
Signatory Parties. Measurements will be taken
periodically and the results reported to the Signatory
Parties. ‘
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APPENDIX H

STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

Case 99-G-0336 - Petition of Niagara Mohawk Power Corporation for Approval
of a Gas Multi-Year Rate and Restructuring Proposal.

SUPPLEMENTAL
ENVIRONMENTAL ASSESSMENT FORM

Prepared By:
NIAGARA MOHAWK POWER CORPORATION,
STAFF of the DEPARTMENT OF PUBLIC SERVICE,

and the other SIGNATORY PARTIES to the Gas Rate
and Restructuring Settlement Agreement

Dated: Albany, New York
June 2, 2000
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I introduction

This document provides the substantive information solicited by
Appendix A of 6 NYCRR 617.21, part of the regulations promuigated by the New York
State Department of Environmental Conservation pursuant to the State Environmental
Quality Review Act ("SEQRA"), Article 8 of the New York Environmental Conservation
Law. An environmental assessment is an evaluation of the known or potential
environmental consequences of a proposed action. Such an assessment also
determines whether additional relevant information about such impacts is needed.
Environmental assessments help involved and interested agencies identify their
concerns about the action and provide guidance to the lead agency in making its
determination of significance.

An Environmental Assessment Form ("EAF*) provides an organized
approach to identifying the information needed by the lead agency to make its
determination of significance. A properly completed EAF describes a proposed action,
its location, its purpose and its potential impacts on the environment. The EAF is the
first step in the environmental impact review process and leads to either a positive
declaration (requiring further analysis of the environmental impacts) or a negative
declaration (requiring no further action) of potentially significant adverse environmental
impact(s).

1. Environmental Assessment Form Information (Part | of EAF)

A. Applicant / Sponsor:
Niagara Mohawk Power Corporation (*"NMPC"
or “Company”)
300 Erie Boulevard West
Syracuse, New York 13202

B. Name of Action:
PSC Approval of the terms of the Gas Rate and Restructuring
Settlement Agreement in Case 99-G-0336

C. Location of Action:
NMPC Gas Service Territory

D. Description of Action:

The Company and other Signatory Parties are petitioning under the
Public Service Law of the State of New York for approval of the terms of their Gas
Rate and Restructuring Settlement Agreement. On November 3, 1998, the
Commission issued its Policy Statement Concerning the Future of the Natural Gas
Industry in New York State and Order Terminating Capacity Assignment in Cases 93-

-2 -
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G-0932 and 97-G-1380 (Gas Policy Statement). In the Gas Policy Statement, the -

Commission articulated its vision of the future of the natural gas industry, which is to
“facilitate development of a competitive market; eliminate barriers to competition;
provide guidance to LDCs and marketers, especially with regard to expiring capacity
contracts; and address customer inertia." Gas Policy Statement at 3-4.

In the Gas Policy Statement, the Commission also set forth the following
goals toward reaching its vision:

1) effective competition in the gas supply market for retail customers;
2) downward pressure on customer gas prices;

3) increased customer choice of gas supplies and service options;

4) | a provider ‘of lést resort;

5) continuation of reliable service and maintenance of operations procedures that
treat all participants fairly;

6) sufficient and accurate information for customers to use in making informed
decisions;

7) the availability of information that permits adequate oversight of the market to
ensure its fair operation; and

8) coordination of federal and state policies affecting gas supply and distribution in
New York State.

The Commission also established three basic elements of the process to
fulfill the goals and reach the vision established in the Gas Policy Statement. The first
of those elements consists of discussions with each LDC on an individualized plan that
would effectuate the Commission’s vision. In preparation for those discussions, the
Commission ordered LDCs to distribute to interested parties a proposal addressing the
following issues:

1. A strategy to hold new capacity contracts to a minimum;

2. A quantification of potential stranded costs and a plan to mitigate and manage
them;

3. A long term rate plan;

4. A plan to further unbundle rates;
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5. A plan to enhance consumer education programs and facilitate customer
participation in the commodity market; and

6. The possibility of a more aggressive role for LDCs in facilitating the move to a
competitive market.

In addition to the distribution and negotiation of the LDCs individualized
plans, the Commission also ordered the LDCs to file tariff leaves by February 1, 1999
that would eliminate mandatory capacity assignment, and the Commission ordered
Staff to begin collaborative proceedings addressing system operation and reliability _
issues, as well as the elimination of mandatory capacity assignment. The Commission
also required Staff to establish a proceeding to address market power issues.

The Commission further stated that "we have conducted an analysis
under the State Environmental Quality Review Act ["SEQRA"] and have determined
that there will be no significant environmental impact from adoption of this Policy
Statement and, therefore, we have issued a Notice of Determination of Non-
Significance." Notice of Determination of Non-Significance at P. 9. Notwithstanding
this conclusion, the Commission required that each LDC shall submit draft
environmental assessment forms with their individual proposals.

On March 12, 1999, the Company submitted its individualized plan as
contemplated by the Gas Policy Statement. Thereafter, the Signatory Parties entered
into a Gas Rate and Restructuring Settlement Agreement (the "Settlement") modifying
NMPC'’s plan (the Settlement aiso incorporates certain rate changes due to recent tax
legislation not further discussed herein, such legislation being exempt from SEQRA).
Some of the key elements of the Settlement include:

1. A gas revenue requirement freeze at levels in effect as of October 31, 1999 for
the full three years and ten months of the Agreement, with provisions for a
continued revenue requirement freeze and a continuation of the Agreement's
other provisions after August 31, 2003, in certain instances.

2. Revenue allocation, rate design and unbundling revisions to its rates for gas
service effectuated on a revenue-neutral basis so that the Company’s overall
revenues are neither increased nor decreased beyond October 31, 1999 levels.

3. Balancing options, back-out rates, billing options, an Ombudsman for
marketers, a county aggregation grant program, an outreach and education
plan regarding gas competition, including a geographically concentrated
outreach and education component, and other provisions to improve retail
access to a competitive gas market.
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4. Explicit financial incentives to Niagara Mohawk related to customer service -
quality, gas safety and reliability, mitigation of capacity costs, capacity release,
sales for resale, and portfolio management, customer migration, and customer
awareness and understanding of gas competitive opportunities.

5. Programs to accelerate the evaluation and (where economically appropriate)
reinforcement of the cathodic protection of wrapped steel distribution main, and
to assess the accuracy of therm billing factors.

The Settlement, as described above, involves changes in rate design,
practices and economic arrangements affecting natural gas. Nothing inherent in the
Settlement calls for physical construction activities which would directly affect the
environment, except for the Cathodic Protection Program described below which is in
the nature of a maintenance program which is a Type Il Action under SEQRA not
subject to review.

As a result, approval of the terms of the Settlement is an “unlisted”
action as defined in 6 NYCRR Section 617. While the regulations call for the use of a
short form EAF in such instances, since this "action" does not involve physical
construction, the Signatory Parties chose to utilize a narrative EAF as opposed to the
form EAF.

1. Evaluation of Environmental Impacts (Part 2 of EAF)

The specific environmental impacts that might result from the Settlement
are highly uncertain and difficult to predict. In no case would any aspect of the
Settlement cause direct environmental effects, since the Settlement does not involve
physical activities that might have impacts on the environment. Instead, the
Settlement may contribute to the creation of circumstances that subsequently induce
activities, which in turn may cause environmental effects. Nevertheless, the range of
these potential effects has already been captured in the environmental review of the
Gas Policy Statement.

In preparing this environmental assessment, the Signatory Parties have
set out an evaluation of a range of conceivable secondary consequences of the
Settlement. The Signatory Parties have done so in order to assist the PSC in its
evaluation of this issue.. The Signatory Parties have relied on qualitative judgments as
to the potential changes resulting from the proposed actions and the magnitude and
importance of the corresponding potential environmental impacts.
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A. Impact to Air

The Signatory Parties were unable to identify any direct effects on air
emissions resulting from the Settlement. However, since the Settlement could lead to
an increased demand for natural gas consumption, the air quality impacts of same
need to be examined. It is well known that the combustion of natural gas results in
emissions of carbon dioxide, carbon monoxide and nitrogen oxides. Even so, burning
natural gas results in significantly fewer emissions of these contaminants than burning
other fuels such as oil or coal. Furthermore, coal is a significant source of sulfur
dioxide emissions, while the use of natural gas does not produce this compound. In
fact, the burning of fuel oil also produces sulfur dioxide as well as carbon dioxide and
nitrogen oxides in greater quantities than are produced by natural gas. Of the three
major fuel choices (coal, oil and gas), gas is clearly the cleanest combustion fuel from
an environmental perspective.

In the Notice of Determination of Non-Significance for the Gas Policy
Statement, the Commission summarized its conclusion concerning the environmental
consequences of implementation of its “vision* described in the Policy Statement,
including in particular the separation of the utilities’ distribution function from the
competitive market function. “This policy, if effectuated, should result in a decline in ,
the cost of gas for smaller customers, which will in turn, somewhat increase demand.”
Notice of Determination of Non-Significance at P. 1. "Since most of the increased
demand is likely to result from customers switching to gas from dirtier fuels, the net air
quality impact of the increased sales will be neutral and possibly positive." Notice of
Determination of Non-Significance at P. 1.

As a result, the implementation of the Settlement could further the
demand for natural gas which in turn should further reductions in the emissions of
sulfur dioxide, nitrogen oxides, particulates, and carbon dioxide. Thus, since clearly
environmental benefits may result from an air emissions perspective, no further
environmental review is necessary.

B. Impact to Water

The Signatory Parties were unable to identify any direct effects on water
quality resulting from the Settlement. As discussed in the Impact to Air section above,
the Settlement could result, in concert with other companies’ plans, in an increased
demand for natural gas. This increased demand in turn could result in the
construction of new gas transmission and distribution facilities to serve the increased
demand. With such new construction, there could be the need to conduct work in
environmentally sensitive areas such as wetlands or streams. While this work could
potentially impact the environment, it would be subject to all current federal and state
environmental regulatory requirements as well as a SEQRA review prior to
construction. As the Commission found, “since the individual distribution projects are
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subject to SEQRA review at the time of Commission action, these speculative impacts
need not be considered at this time.” Notice of Determination of Non-Significance at

P. 1.

C. Impact to Land

The Signatory Parties were unable to identify any direct effects on land
use resulting from the Settlement. With respect to environmental remediation
liabilities, the Company is currently, under its Site Investigation and Remediation (SIR)
Program, moving forward to remediate utility sites burdened with hazardous wastes
and other contamination, as part of the Company’s Policy on the Environment. Under
the Settlement, the Signatory Parties propose to continue to true up and defer the
difference between actual and targeted SIR costs. As a result, there will be no impact
on the Company’s financial capacity to continue to carry out its environmental

responsibilities.

D. Impact on Plants and Animals

The Signatory Parties were unable to identify any direct effects on plants
and animals resulting from the Settlement. However, as indicated above, new
construction or expansion of transmission or distribution facilities could have potential
environmental impacts. These impacts, however, would be mitigated by regulatory
requirements and a SEQRA review at the time as denoted by the Commission in their
Determination of Non-Significance.

E. Impact on Agricuitural Land Resources

The Signatory Parties were unable to identify any direct effects on
agricultural land resources resulting from the Settlement. However, new construction
or expansion of transmission or distribution facilities could have potential
environmental impacts. These impacts, however, would be mitigated by regulatory
requirements and a SEQRA review at the time as denoted by the Commission in their
Determination of Non-Significance.

F. Impact on Aesthetic Resources

The Signatory Parties were unable to identify any direct effects on
aesthetic resources resulting from the Settlement. However, new construction or
expansion of transmission or distribution facilities could have potential environmental
impacts. These impacts, however, would be mitigated by regulatory requirements and
a SEQRA review at the time as denoted by the Commission in their Determination of
Non-Significance. ‘
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G. Impact on Historic and Archeological Resources

The Signatory Parties were unable to identify any direct effects on
historic and archeological resources resulting from the Settlement. However, new
construction or expansion of transmission or distribution facilities could have potential
environmental impacts. These impacts, however, would be mitigated by regulatory
requirements and a SEQRA review at the time as denoted by the Commission in their
Determination of Non-Significance.

H. Impact on Open Space and Recreation

The Signatory Parties were unable to identify any direct effects on open
space and recreation resulting from the Settlement. However, new construction or
expansion of transmission or distribution facilities could have potential environmental
impacts. These impacts, however, would be mitigated by regulatory requirements and
a SEQRA review at the time as denoted by the Commission in their Determination of
Non-Significance.

I Impact on Transportation

The Signatory Parties were unable to identify any direct effects on
transportation resulting from the Settlement. However, new construction or expansion
of transmission or distribution facilities could have potential environmental impacts.
These impacts, however, would be mitigated by regulatory requirements and a
SEQRA review at the time as denoted by the Commission in their Determination of
Non-Significance.

J. Impact on Energy

The Commission clearly contemplated the possibility that increased
competition and changes in rate design could promote increased energy usage. The
Settlement includes some revenue allocation and rate design changes, but they would
be implemented in an overall revenue-neutral manner. Customers of SC5 Firm and
Interruptible Transportation Service will get small increases in their rates. Customers
of SC8 Transportation Service will generally get small decreases in their rates.
Former NM Suburban customers of SC1 Residential Service, SC2 Small General
Service, SC12 Aggregation Transportation Service and SC13 Aggregation
Transportation Service will get increases ranging from 2-4% per year for four years.
Former NM Suburban customers of SC5 Firm Transportation Service, SC7 Small
Volume Transportation and SC8 Transportation and Standby Services will get small
increases in their rates.

The overall effect of the revenue allocation and rate design changes is
that they will result in no net increase or decrease in overall gas revenues. It is

- 8 -
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expected that any increase in gas usage encouraged by the decrease in rates for ~
some classes will be offset by a decrease in gas usage by the classes getting rate
increases. The Signatory Parties believe that these modest and offsetting changes
will not have a significant adverse effect on the environment. Therefore, no further
SEQRA review is required at this time.

K. Noise and Odor Impact

The Signatory Parties were unable to identify any direct effects on noise
or odor resulting from the Settlement. However, new construction or expansion of
transmission or distribution facilities could have potential environmental impacts.
These impacts, however, would be mitigated by regulatory requirements and a
SEQRA review at the time as denoted by the Commission in their Determination of
Non-Significance.

L. Impact on Public Health

The Signatory Parties were unable to identify any direct effects on public
health resulting from the Settlement since under the Settlement Niagara Mohawk
would continue to be responsible to maintain its facilities for the transmission and
distribution of natural gas and for the delivery of gas to end use customers.
Furthermore, as part of the Settlement, Niagara Mohawk may implement a Cathodic
Protection Program which would provide a further element of reliability and safety for
the system. Wrapped steel gas distribution main installed prior to 1971 included a
level of cathodic protection (CP) intended to protect the facilities from corrosion (which
leads to gas leaks). As some of these facilities approach 50 years of service, the
opportunity to extend the life of these pipelines further exists. Each section would be
field evaluated to determine the current pipe condition followed by an economic
analysis to determine if remediation is warranted. Overall, this program can only help
to improve the safety of the system and minimize impacts to the environment from gas
leaks. Finally, since incremental demand for natural gas will result in a net reduction
in air emissions, obviously there will be a resulting public health benefit from the
Settlement.

M. Impact on Growth and Character of Community or Neighborhood

The effect of the Settlement will be to help reduce gas commodity prices,
which in turn will improve the economic well-being of communities in which gas is
provided. Gas commodity price reductions will help improve local business growth
and contribute to the retention and growth of employment. It may also serve as
another means to attract economic growth to New York State.

In order to educate ‘consumers regarding their choices of gas commodity
supplies, as described in the Settlement, the Company will implement an Outreach
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and Education plan to educate consumers such that they can make informed
decisions when taking advantage of the competitive marketplace.

Iv.  Significance of Environmental Impacts

After a review of the changes called for under the Settlement, the Signatory
Parties conclude that no further environmental review is necessary with respect to the
Settlement. No significant environmental impact was identified which would result

from the subject Settlement.
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Niagara Mohawk Power Corporation
Case 99-G-0336 Bill Impact Summary

Service NMGas Customers
Class No. of Percentage

Residential 1 482,235 0.0%
Small General Service 2 32,118 0.0%
Large General Service 3 | 24 0.0%
Interruptible Large Volume 4 3 0.0%
Transportation

Interruptible 51 19 0.2%

Firm 5F 191 2.0%

Firm Small 7 678 0.0%

Large Firm with Standby

Sales Service 8 59 -5.2%
NYSEG
Special Contracts 9 19 0.0%
Natural Gas Vehicles 10 9 0.0%
Residential Transportation 12 12,370 -9.9%
Small General Service
Transportation 13 9,801 -9.0%.

Transportation Service for Dual
Fuel Electric Generators 14 2 0.0%



