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Niagara Mohawk Gas -MFC
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�The MFC for Gas customers consists of the following components:

� Gas Supply Procurement Charge

� Commodity related Credit & Collection Charge

� Commodity related Uncollectible Charge

� Return requirement on Gas Purchase Related to Working Capital

� Return requirement  on Gas Storage Inventory
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Niagara Mohawk Gas
Gas Supply Procurement Charge

� The total supply procurement target is based on functionalized data from the embedded 
cost of service study filed in the last rate case including:
� gas supply department O&M
� administrative & general costs
� miscellaneous customer service expenses 
� general & miscellaneous plant
� taxes

� The annual factor is set on Apr 1st by dividing the annual allowance by the projected sales 
volumes from SC 1, 2, 3, 12 and 13 customers

� The annual allowance is fixed for the term of the rate plan and there is no true-up to actual 
expenses

� Any over/under recovery of the total annual target is reconciled at the end of March and 
refunded or recovered from customers over 12 months beginning the following June
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Niagara Mohawk Gas
Commodity Related Credit & Collection Expenses

� The total credit and collections target is based on functionalized data from the embedded 
cost of service study filed in the last rate case including:
� allocation of general & miscellaneous plant
� allocation of call center costs
� allocation of credit and collections costs
� Taxes

� The annual allowance is fixed and there are no true-ups to actual expenses

� The annual factor is set on Apr 1st by dividing the annual allowance above by the projected 
sales volumes from SC 1, 2, 3, 12 and 13 customers as well as SC 1MB, 2MB, 12MB, 
13MB, 5, 7, 8 transportation customers

� Any over/under recovery is reconciled at the end of March and refunded or recovered from 
customers over 12 months beginning the following June
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Niagara Mohawk Gas
Uncollectible Expense Associated with Gas Costs

� The uncollectible percentages were set in the last rate case based on a historical average

� There are uncollectible percentages for the following customer groupings:

� Residential 

� Non-Residential

� Applicable to firm sales customers and ESCOs that participate in the Company’s Purchase of 
Receivables Program

� Sales Customers - The commodity bad debt factor is calculated monthly by multiplying the 
effective monthly cost of gas (includes current month and previous imbalances) by the 
uncollectible rate

� ESCOs - The applicable Bad Debt Rate is applied as a discount to the ESCO’s purchase of 
receivables.

� The uncollectible percentage does not change during the term of the current rate plan and is 
not reconcilable
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Niagara Mohawk Gas
Return Requirement on Gas Purchase-Related Working Capital

� The Company performed a lead lag study in the last rate case to determine the cash working 
capital

� The Return Requirement on Gas Purchase-Related Working Capital factor is calculated 
monthly by multiplying the effective monthly cost of gas (includes current month and previous 
imbalances) by the lead/lag rate and pre-tax weighted cost of capital for the respective rate 
year

� The lead / lag cash working capital does not change during the term of the rate plan but the 
pre-tax WACC component of the calculation is updated each April 1 to reflect the approved 
amounts in the last rate case

� This component of the MFC is only applicable to full service customers

� There is no reconciliation for this component of the MFC
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Niagara Mohawk Gas
Return Requirement on Gas in Storage

� The annual factor is set on Apr 1st by applying the pre-tax weighted cost of capital for the 
respective Rate Year to the estimated average monthly storage balance for that Rate Year

� At the end of the month, the Company compares the recoveries to the allowed

� Any over/under recovery is reconciled at the end of March and refunded or recovered from 
customers over 12 months beginning the following June
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Niagara Mohawk Gas 

MFC Rates per statements
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Niagara Mohawk Electric MFC Rates effective 3/1/16 SC1 SC 2 SC2 SC3 SC12 SC13

Residential

Residential and 

Commercial Industrial

Large 

General 

DG Non-

Residential

DG 

Residential

per therm per therm per therm per therm per therm per therm

Commodity Related Uncollectible Charge $       0.01145 $              0.00162 $  0.00162 $  0.00153 $       0.00128 $       0.00162 

Gas Supply Procurment Charge $       0.00213 $              0.00213 $  0.00213 $  0.00213 $       0.00213 $       0.00213 

Commodity Related Credit and Collections Charge $       0.00458 $              0.00192 $  0.00192 $  0.00192 $       0.00192 $       0.00192 

Return Requirement on Gas Storage Inventory $       0.00433 $              0.00433 $  0.00433 $  0.00433 $       0.00433 $       0.00433 

Return Requirement on Gas Purchase Related to Working Capital $       0.00218 $              0.00216 $  0.00216 $  0.00204 $       0.00170 $       0.00216 

Total MFC $       0.02467 $              0.01216 $  0.01216 $  0.01195 $       0.01136 $       0.01216 

Niagara Mohawk Electric MFC Rates effective 4/1/16 SC1 SC 2 SC2 SC3 SC12 SC13

Residential

Residential and 

Commercial Industrial

Large 

General 

DG Non-

Residential

DG 

Residential

per therm per therm per therm per therm per therm per therm

Commodity Related Uncollectible Charge $       0.00636 $              0.00090 $  0.00090 $  0.00083 $       0.00063 $       0.00090 

Gas Supply Procurment Charge $       0.00198 $              0.00198 $  0.00198 $  0.00198 $       0.00198 $       0.00198 

Commodity Related Credit and Collections Charge $       0.00463 $              0.00184 $  0.00184 $  0.00184 $       0.00184 $       0.00184 

Return Requirement on Gas Storage Inventory $       0.00186 $              0.00186 $  0.00186 $  0.00186 $       0.00186 $       0.00186 

Return Requirement on Gas Purchase Related to Working Capital $       0.00121 $              0.00120 $  0.00120 $  0.00110 $       0.00084 $       0.00120 

Total MFC $       0.01604 $              0.00778 $  0.00778 $  0.00761 $       0.00715 $       0.00778 

* Niagara Mohawk Gas MFC Statements are filed every month to become effective the 1st day of the 
month
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Niagara Mohawk Gas
Bill example – 33 day Residential Bill ended April 11,  2016

* Customers supplied by an ESCO do not pay the Merchant Function Charge shown above

33 day Residential Bill ended April 11, 2016

Therms # of days billed MFC Rate

Prorated MFC 

Rate Total MFC

March 85 22 0.02467$ 0.01645$          1.40$          

April 85 11 0.01604$ 0.00535$          0.46$          

 0.021793$        1.86$          
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Niagara Mohawk Electric-MFC

� The MFC for electric customers consists of the following 
components:

� Electric Supply Procurement Charge

� Electric Supply Credit & Collection Charge

� Electricity Supply Uncollectible Expense Factor

� Working Capital on Purchased Power Costs Factor
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Niagara Mohawk Electric
Electricity Supply Procurement Charge

�The total supply procurement target is based on functionalized data from the embedded cost 
of service study filed in the last rate case including:

� electric supply department O&M
� administrative & general costs
� miscellaneous customer service expenses 
� general & miscellaneous plant
� taxes

�The annual factor is set on Apr 1st by dividing the annual supply procurement target by the 
projected full service kWh sales.  Any over/under recovery is reconciled at the end of March 
and refunded or recovered from customers over 12 months beginning the following April.

�This component of the MFC is only applicable to full service customers
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Niagara Mohawk Electric
Electricity Supply Credit and Collections Charge

�The total credit and collections target is based on functionalized data from the embedded cost 
of service study filed in the last rate case including:

� allocation of general & miscellaneous plant
� allocation of call center costs
� allocation of credit and collections costs
� taxes

�The sum of the functionalized costs is divided by forecasted kWh usage to determine the 
credit and collections component of MFC

�The $ / kWh factor is applicable to full service customers and ESCos participating in the 
Purchase of Receivable program as a component of the POR discount

�The annual factor is set on Apr 1st by dividing the annual allowance by forecasted full service 
and Purchase of Receivable kWh sales.  

�Any over/under recovery is reconciled at the end of March and refunded or recovered from 
customers over 12 months beginning the following April. 
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Niagara Mohawk Electric
Electricity Supply Uncollectible Expense Factor

� The uncollectible percentages were set in the last rate case based on a historical average

� There are uncollectible percentages for the following customer groupings:

� Non-demand (residential and small commercial non-demand)

� Demand (small commercial demand and all other commercial and industrial)

� Streetlighting

� The uncollectible percentage is multiplied by the effective monthly cost of purchased power 
for full service customers (includes current month and previous imbalances)

� The uncollectible percentage is also applicable to ESCos participating in the Purchase of 
Receivable program as a component of the POR discount

� The uncollectible percentage does not change during the term of the current rate plan and is 
not reconcilable
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Niagara Mohawk Electric
Working Capital on Purchased Power Costs

�The Company performed a lead lag study in the last rate case to determine the cash working 
capital

�The return requirement on Working Capital on Purchased Power Costs factor is calculated 
monthly by multiplying the effective monthly cost of purchased power by the lead/lag percentage 
and pre-tax weighted cost of capital

�The cash working capital does not change during the term of the rate plan but the pre-tax 
weighted average cost of capital component of the calculation is updated each April 1 to reflect 
the amounts approved in the last rate case

�This component of the MFC is only applicable to full service customers

�There is no reconciliation for this component 
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Niagara Mohawk Electric
MFC Rates per Statements

Niagara Mohawk Electric MFC Rates effective 4/1/15 Non-Demand Demand Streetlighting

SC1, SC1C, SC2ND SC2D, SC3, SC3A all classes

Electricity Supply Uncollectible Expense Factor 2.34% 0.29% 0.07%

Working Capital on Purchased Power Costs Factor 0.363% 0.363% 0.363%

Electricity Supply Procurement Charge (per kWh) 0.00010$                     0.00010$              0.00010$          

Electricity Supply Credit and Collection Charge (per kWh) 0.00063$                     0.00006$              0.00001$          

Niagara Mohawk Electric MFC Rates effective 4/1/16 Non-Demand Demand Streetlighting

SC1, SC1C, SC2ND SC2D, SC3, SC3A all classes

Electricity Supply Uncollectible Expense Factor 2.34% 0.29% 0.07%

Working Capital on Purchased Power Costs Factor 0.363% 0.363% 0.363%

Electricity Supply Procurement Charge (per kWh) 0.00010$                     0.00010$              0.00010$          

Electricity Supply Credit and Collection Charge (per kWh) 0.00067$                     0.00009$              0.00002$          

* Niagara Mohawk Electric MFC Statements are filed once per year to become effective every April 1st
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Niagara Mohawk Electric
Bill example – 33 day Residential Bill ended April 11, 2016

* Customers supplied by an ESCO do not pay the Merchant Function Charge shown above

33 day Residential Bill ended April 11, 2016

kWh # of days billed 

Electricity Supply 

Cost + ESRM

MFC Rate 

effective 

4/1/15 MFC Rate effective 4/1/16 Total MFC

Uncollectible factor 19.60$                    2.34% 2.34% 0.46$             

Working Capital 19.60$                    0.363% 0.363% 0.07$             

Supply Procurement 576 0.00010 0.00010 0.06$             

Credit and Collections-March 576 22 0.00063 0.24$             

Credit and Collections-April 576 11 0.00067 0.13$             

  Total MFC charges 0.96$             

# of therms 576

MFC effective rate on bill 0.001663$    

DRAFT


