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ORDER ESTABLI SHI NG RATES
(I'ssued and Effective QOctober 25, 2001)

BY THE COW SSI ON:

The foll owi ng order generally adopts ternms set forth in
a Joint Proposal submtted by Central Hudson Gas & El ectric
Corporation (Central Hudson, the conpany); staff of the
Department of Public Service (Staff); the Consumer Protection
Board (CPB); Multiple Intervenors (M); and Strategi c Power
Managenent, Inc., an energy services conpany (ESCO. W thereby
establish a rate and regulatory plan intended to take effect as
of July 1, 2001 and to continue for at |east three years from
t hat date.

Today's order determnes the rates Central Hudson wil|
charge for delivery of electricity and gas to custoners that
pur chase those commodities from Central Hudson, and to custoners
t hat purchase the commodities el sewhere and rely on Centra
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Hudson for delivery only. (The comobdity portion of the bill is
determ ned by energy prices in nmarkets outside our regulatory
jurisdiction.) The order will freeze electric and gas delivery
rates for three years, after initially reducing electric delivery
rates by 1.2% overall.

In addition to rate levels, a major issue in this case
has been the disposition of a "benefit fund" that will have
accunul ated as a result of Central Hudson's operations pursuant
to the Rate and Restructuring Plan instituted in February 1998.1
The fund includes, nost significantly, the proceeds fromthe
conpany's sale of its Danskamrer and Roseton generating plants
and its interest in the Nine Mle Point No. 2 (NMP2) generating
pl ant. For purposes of the joint proposal, the parties have
estimated the benefit fund as $164 mllion. Under a proposal
pendi ng i n anot her proceeding,? the fund m ght be augnented by
addi tional anounts related to the NMP2 sal e.

Under today's order, $42.5 mllion of the benefit fund
W ll be used to offset rate base and thereby achieve the three-
year rate freeze noted above. Another $45 mllion will be used
as refunds to custoners over the three years of the rate plan.
As the $45 million is a net-of-tax anmount, the refunds actually
received by custonmers will total about $72 million. The
remai nder will be applied toward ot her custonmer benefits which
may i nclude additional refunds, reliability inprovenents, bil
mtigation in the event of commodity price volatility, and
econom ¢ devel opnent progranms. To the extent that portions of
the fund are held in reserve rather than used i nmedi ately, they
wi |l accrue interest on the custoners' behalf.

We al so are adopting nore stringent service quality
criteria, and expanded prograns to help residential custoners
that have difficulty paying their utility bills. And, to enhance

2 Case 96-E-0909, Central Hudson Gas & Electric Corp. - Electric
Rat es and Restructuring, Opinion No. 98-14 (issued June 30,
1998) .

> Case 01-E-0011, Ni agara Mbhawk Power Corp. et al., Petition
under Public Service Law §70.
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custoners' ability to obtain energy supplies from providers
conpeting with Central Hudson, we are prescribing backout credits
which will determ ne what portion of the Central Hudson bill a
custoner may avoi d by shopping el sewhere for the electric or gas
comodity. W also will require that Central Hudson rei nburse
ESCGs for ancillary service charges inposed on them by the

| ndependent System Operator, a cost el enent whose volatility has
deterred market entry by ESCGCs.

BACKGROUND AND PROCEDURAL HI STORY

Central Hudson serves about 260, 000 custoners in eight
m d- Hudson counties. In the February 1998 Rate and Restructuring
Plan, we set rates intended to continue through June 2001 and
directed the conpany to divest its electric generating plants,
unbundle its rates, and institute full retail access. The
current proceedings were instituted to consider newtariffs for
unbundl ed delivery service only, proposed in August 2000 and
amended in October 2000 after sale of the Roseton and Danskanmer
pl ants. The conpany designed the proposed tariffs to increase
its annual electric and gas delivery revenues by about $14.1
million (8.8%W and $3.6 mllion (4.7% respectively for the year
endi ng June 30, 2002.

After full evidentiary hearings and nunerous public
statenent hearings, a recommended decision (RD) issued April 24,
2001 called for electric and gas revenue decreases of $1.7
mllion and $2.1 million respectively. The RD provisionally
addressed the disposition of the benefit fund, but it recommended
further negotiations on that issue and others. Settl enent
di scussi ons had been conducted intermttently throughout the
proceedi ngs, on notice to potentially interested parties (in
conpliance with 16 NYCRR 3.9). After two rounds of briefs on or
opposi ng exceptions to the RD, negotiations resuned, and
culmnated in the joint proposal under review here. To allow for
negoti ati ons and Conm ssion review of any resulting proposal, the
conpany has wai ved the expiration of the statutory suspension
period through October 31, 2001.
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The joint proposal was filed August 21, 2001 and was
foll owed by two rounds of witten statenents in support or in
opposition. Supporting statenents and replies have been filed by
Central Hudson, Staff, CPB, and M. Statenents opposing at | east
sone el enents of the joint proposal have been filed by the Ofice
of the Attorney General (OAG; Small Custonmer Marketer Coalition
(SCMC), representing certain ESCOs; and John J. Mavretich,

pro se.

TERVS SUBM TTED PURSUANT TO THE JO NT PROPOSAL
Shoul d we adopt the terns proposed by the parties,
significant results would include the follow ng:?

Revenue Requirenent

i Delivery rates would be frozen for three years through
June 2004, * at |evels designed to produce (over the
three years) a $2 mllion decrease in annual electric

delivery revenues and no change in gas delivery
revenues. Wthin certain limts, the conpany coul d use
deferral accounting as a neans of extending the freeze
beyond t hree years.

0 The inplicit return on common equity woul d be 10.3%
assumng that the 47%equity ratio declines to a target
of 45% Dby the third year. To the extent that the
equity return for the electric or gas departnent
exceeded 11.3% the excess would be shared 50: 50
bet ween sharehol ders and custoners. Excesses over 14%
woul d be allocated entirely to custoners. The rate
pl an woul d be subject to reopening if either
departnent's equity return fell below 8.5%

For a conplete statenent of the joint proposal's terns, one
must rely on the text of the proposal itself (Attachnment B of
this order).

Under orders in these proceedi ngs extendi ng the suspension
period (issued June 25, August 29, and Septenber 28, 2001),
rates are to be set as if the new revenue all owance had taken
effect July 1, 2001.

-4-



CASES 00- E-1273 and 00-G 1274

U

The benefit fund would be applied for the foll ow ng
purposes (in anmpbunts that remain to be quantified
t hrough further negotiations, if not specified here):

a. $45 million (about $74 million, stated on a net-
of -tax basis), for three annual refunds of about
$24 million each year, to customers on a per-kWh
basi s;

b. $42.5 mllion as a permanent offset to electric
rate base;

C. $13 million over three years for distribution

systemrei nforcenent and increased tree trimmng;

d. $10 million for site renmediation at a former gas
manuf acturing site in Newburgh

e. recovery of stranded costs caused by conpetitive
el ectric rate restructuring, if consistent with
Comm ssion policy to be established in other
pr oceedi ngs;

f. econoni ¢ devel opnent initiatives (other than the
present Revitalization Rate Program, to be
formul ated through col | aborati on anong the parties
starting Novenber 1, 2001; and

g. other itenms to be proposed through coll aboration
starting in md-January 2002, which m ght include
addi tional refunds, delivery rate mtigation after
the three-year plan expires, and comodity price
spi ke mtigation

Cost Allocation and Rate Design

U

In lieu of the present fuel adjustment clause, a
purchased power recovery (PPR) charge woul d recover
energy and capacity costs that Central Hudson incurs to
serve its remaining electric sales ("full service")
custoners. The PPR charge woul d be cal cul at ed
separately for each class, rather than on a uniform
per-kW basis as the conpany had advocated.®> A

In addition to the PPR a variable cost recovery (VCR) charge

woul d recover non-avoi dabl e variabl e energy costs, including
purchases fromqualifying facilities and fuel for the
conmpany's renai ni ng generat ors.
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vari abl e cost recovery (VCR) charge for all custoners
woul d reflect the costs and benefits associated with
Central Hudson's remaining generating plants and

i ndependent power producer contracts.

O Central Hudson will have access to relatively | ow cost
power supplied by Dynegy, fromthe Roseton and
Danskanmer plants (under a Transition Power Agreenent
or TPA); and by Constellation, from NVWP2 (under a
Pur chase Power Agreenent or PPA), if NWP2 is
transferred as proposed in Case 01-E-0111, supra.
Under the terns submtted in the joint proposal,

TPA/ PPA power woul d be allocated to both full service
and delivery custoners, based on each class's kW as a
percent age of total system kW sal es, and anong
custoners within classes based on each custoner's usage
characteristics.

O Class electric rate decreases would range fromO0.5 to
1.25 tines the overall electric revenue decrease, as
needed to reduce vari ances between class and system
rates of return.

O For residential electric service,

a. the $7.15 nonthly customer charge woul d increase
to $12.00 in three steps between now and June 2004
(moving it closer toward the estimated margi nal
per-custoner cost that the charge is intended to
recover), with offsetting decreases in other
resi dential charges;

b. t he space heating discount woul d be el i m nat ed;
and
C. time of use netering would continue to be offered.
O Restoration of disconnected residential electric or gas

service, now billed at $10 for restoration during
wor kdays and $25 after hours, would increase to $20
wor kdays and $40 after hours or, if a work crewis
needed, $100 wor kdays and $140 after hours.
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Cust oner Servi ce

O Bills could be paid by credit card.

0 The service quality incentive formulas would conti nue
to provide potential penalties only, wthout
affirmative rewards for good service. The maxi num
annual di sall owance woul d be 25 basis points (bp) of
common equity return for custonmer service, 25 bp for
electric reliability, 6 bp for gas reliability, and
3 bp for non-energency gas |eak repair.

0 The | owinconme custonmer programwould Iimt the nonthly
gas and electric mnimmcharge to $5.00 for eligible
custoners, and require that participating custoners pay
at | east $5.00 per nonth toward arrears if a |oca
community action agency certifies their ability to pay.

Conpetitive Initiatives

0 To encourage retail access, Central Hudson woul d:
a. offer a single-bill format;
b. bill custonmers for |Independent System Operator

(1'SO ancillary services, and rei nburse ESCOs for
ancillary charges that the ESCO pays the |SQ

C. devel op netrics to be used in an ESCQO nar ket er
satisfaction incentive nechani sm including
potentially an award of 10 bp on conmon equity,
and desi gnate an ESCQO mar ket er onbudsman; and

d. i nprove the conpany's outreach programto enhance
publ i ¢ understandi ng of conpetitive options, with
a potential award of up to 10 bp of conmon equity
return for a successful program

0 Pendi ng the outconme of the generic rate unbundling
proceeding, ® el ectric backout credits would be set at
$.0005 (0.5 mlls) per kWh (S.C. 13), $.002/kWwh
(S.C. 3), $.003/kWw (S.C. 2 denand), or $.004/ kW

® Case 00-M 0504, Conpetitive Energy Markets and Retai
Conpetitive Opportunities, Oder Drecting Expedited
Consi deration of Rate Unbundling (issued March 29, 2001).
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(S.C. 1, S.C. 2 non-denmand, and S.C. 6). The gas
backout credit would be $.15/ntf.

UNRESOLVED | SSUES
The follow ng matters require di scussion here because
the joint proposal does not expressly address them or because the
parties disagree.

Met ering Prograns
As noted above, the joint proposal calls for
col | aborative efforts to consider disposition of benefit fund
anounts not imedi ately addressed in today's order. According to
the joint proposal, potential future uses of the fund could
i nclude conpetition-related initiatives that we m ght designate.
As one such initiative which we are prepared to
desi gnate now, the conpany and parties should explore the
devel opment of advanced pricing and netering offerings for a
broader range of its custoners, including approaches that would
better enable custonmers to respond optinmally to inproved price
signals. Properly inplenented, this initiative could result in
mul ti ple benefits, including | ower custoner bills; reduced
whol esal e market prices due to i nproved demand responsi veness;
and reduced costs, to the utility and other | oad-serving
entities, of recording and transmtting custoner usage and

billing data. |In particular, the conpany and parties shoul d
consi der:
0 the potential benefits resulting from enhanced pricing

of ferings for a broad range of custoners beyond those
now eligible for the conpany’s existing real-tine
pricing tariffs;

0 appropriate nethods for providing custoners access to
t he education and control technol ogi es that nay be
necessary to adjust their usage in response to actual
mar ket prices; and
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O appropriate sources of funding for enhanced netering
and neter reading technol ogies, ideally through
conpetitive neans, to effectively record and transm t
usage and billing data anmong custoners, the utility,
and conpetitive | oad-serving entities.

Credit Cards

The joint proposal includes an uncontested provision
that the conpany would be allowed to collect bill paynents by
credit card. In adopting this elenent of the proposal, we note

that it | eaves unresol ved several matters of inplenentation
First, we seek assurances that Central Hudson will not use the
availability of the credit card option as | everage to extract
paynents fromfinancially troubled custoners for whomthe paynent
and interest charges are not truly affordable. Second, future
determ nations of the conpany's revenue requirenent will require
recognition of cost offsets, such as reductions in working
capital and uncollectibles, resulting fromcredit card usage
subsequent to the three-year rate plan. Third, the joint
proposal is silent regarding a significant disagreenent that
arose during the litigation of this issue: whether costs
associated with the credit card option should be allocated to al
custoners, or to sone classes exclusively, or only as a service
fee to those custonmers who actually make a credit card paynent.
To address these concerns, Central Hudson shoul d provide our
staff the details of any proposed credit card paynent program
before inplenenting it.

Service Quality and Marketer Satisfaction Incentives

Regardi ng the proposed service quality program and the
programto gauge marketer satisfaction, we assune the parties
recogni ze that we need to review the progress and results of the
conpany's efforts periodically. Therefore, in adopting the
proposed terns, we do so with the understanding that conpliance
with today's order will require an annual report concerning these
prograns. The conpany should consult with the Director of our
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O fice of Consunmer Education and Advocacy as to specific details
of this requirenent.

Ref unds vs. Rate Base Reductions

OAG advocates that we reject the joint proposal's terns
insofar as they would Iimt the rate base reduction to $42.5
mllion. QOAG says we should enlarge this anmount by reallocating,
into additional rate base offsets, the $45 million that woul d be
used for direct custoner refunds under the joint proposal. OAG
notes that a rate base offset is permanent, while a refund is
transitory. Therefore, QOAG argues, rate base offsets would be
pref erabl e, because they would not culmnate in a bill increase
upon exhaustion of the benefit fund and because their pernmanence
assures custoners a larger dollar benefit over tinme than any
finite anount of refunds. OAG adds that any benefit fund bal ance
not specifically allocated to other purposes should be applied
toward i nmedi ate rate base reductions, instead of being held in
reserve pendi ng col |l aborative di scussions as contenplated in the
j oi nt proposal .

OAG mi sstates the conparison between rate base
reductions and refunds, and (as M observes) m sreads the RD s
coments about the relative advantages of rate base offsets and
refunds. The RD regarded refunds as preferable fromthe
custoner's standpoint, in view of tax considerations which nearly
doubl e the effective short-termbenefit to custonmers fromrefunds
as conpared with rate base offsets.’” And the customer benefit
froma refund nay be just as pernmanent as the benefit of a rate
base offset, because any refund is a potential earnings source
for the custonmer. For these reasons, an imredi ate refund may
wel | provide a custoner greater |ong-term econonm c benefits than
a rate base offset of the sane dollar anmount, even if (as OAG
enphasi zes) the rate base offset may provide a |larger |long-term

M's anal ysis, uncontradicted on the record, estimtes that
each dollar allocated to refunds engenders approxi mately a
$0.40 tax savings. This benefit is unavailable in connection
with amounts allocated to rate base reduction.

-10-
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reduction in the custonmer's utility bill. Finally, as Staff
observes, the possible consequences of the nassive rate base
reduction inplicit in OAG s position have not been exam ned on
the record or addressed by the parties.®

The proposed allocation fromthe benefit fund provides
a rate base reduction designed to stabilize rates at a slightly
reduced level, provides a simlar anmount in refunds, and creates
the possibility of additional allocations in the future to bill
mtigation and additional refunds. Notw thstanding OAG s
comments, we find that the proposal strikes an entirely
reasonabl e bal ance anong t hose objectives. Mreover, OAG has not
shown that additional rate base reductions are preferable to
using the benefit fund for conpetitive initiatives, bill
mtigation, or other possible purposes besides refunds. The
joint proposal aptly calls for further collaboration to explore
such options in the future, in light of evolving circunstances
whi ch may not be clearly foreseeable now. Meanwhile, any portion
of the benefit fund not used imediately will accrue interest at
a rate equal to the conpany's pre-tax rate of return, thus
provi di ng custoners the sane benefit as if the anount thus
reserved were a rate base offset.

8 Staff, the conpany, and M object to OAG s argunents,
regarding this and other issues, on the ground that OQAG rai sed
theminitially in the second round of statenents instead of
the first. OAGresponds that its statenent legitimtely
addressed the initial round of other parties' statenents; the
objections to OAG s statenent constitute unauthorized
surreplies; and OAG s statenent cannot have conme as a surprise
to other parties, as it reflected positions advocated by QOAG
t hroughout the proceeding. The parties objecting are correct
that OQAG s submttal was inconsistent with the procedura
schedul e, which specified that the initial round would be the
occasion for both supporting and opposi ng statenents.

Cases 00-E-1273 and 00-G 1274, Procedural Ruling (issued
August 22, 2001). In any event, we find OAG s points
unper suasi ve for reasons discussed in the acconpanying text.

-11-
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Backout Credits

Pendi ng the redeterm nati on of unbundled rates in the
unbundl i ng proceeding,® the joint proposal calls for backout
credits of $.004 (four mlls) per kwh for S.C. 1 residential and
S.C. 2 general non-demand customers. SCMC advocates, instead, a
credit of $.007/kWh for these classes. SCMC says the |arger
credit is necessary because Central Hudson, with al nost no retai
access penetration several years after the initial order
directing its restructuring, is in a position anal ogous to that
of other utilities years ago when we adopted nore robust stimuli
to "junp-start" conpetition sinultaneously with restructuring.
SCMC argues that, in allowing other utilities to offer non-
volunetric, lunp-sumincentive paynments to retail access
custoners or ESCOs, our primary objective has been to stinmulate
conpetition rather than calibrate rates to reflect avoi ded costs.
SCMC adds that Central Hudson has an equitable obligation to
pronote conpetition nore vigorously, because the conpany has
benefited from generation divestiture whose purpose was to create
conpetition.

However, we agree with Staff that the $.004/ kW
provision in the joint proposal is a reasonable neasure at this
time, given that it wll be adjusted if necessary on the basis of
the record in the unbundling proceeding. Staff notes that
$.004/ kW is the sane tenporary proxy that we al so have adopted
for other conpanies. Conversely (as Central Hudson observes),
there is no evidence in this case either to rebut a $. 004/ kWwh
approxi mation of avoided costs or to support a $.007/ kW credit
as SCMC advocates. In these circunstances, SCMC s asserted
di chot ony between encouragi ng conpetition and gauging costs is
overstated; at this nmonent, our nost effective neans of pronoting
conpetition is to establish cost-based rates on the basis of a
full record in the unbundling proceedi ng.

QAG objects in principle to any backout credits as
proposed, on the ground that such credits would subsidize retali
access custoners at other custonmers' expense. W agree with

® Case 00- M 0504, supra.
- 12_
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Staff that OQAG s argunent errs in two respects. First, to the
extent that the benefit fund can be used to pronote conpetitive
initiatives through neasures such as backout rates, it serves the
interests of custoners in general and therefore cannot properly
be deenmed an unfair burden on full-service custoners. Second,

unl ess we adopt backout rates here (at |east as an interim proxy
for Central Hudson's avoided costs while awaiting nore accurate
cost determ nations in the unbundling proceeding), it is retai
access custoners that wll be burdened with a subsidy, insofar as
they must continue to pay delivery rates that include costs
related to the nmerchant function. Thus, rather than create

subsi dies as OAG al | eges, the backout credit will offset them

PPR Vol atility

QAG says the proposed purchased power recovery (PPR)
mechani sm shoul d be nodified so that the risk of commodity price
volatility would rest "primarily with the conpany” rather than
wi th | owusage custoners. QAG argues that Central Hudson, as
conpared with its custoners, can better avoid the consequences of
supply shortages during a transition to conpetition.

QAG s criticismof the PPRis inappropriate in several
respects. First, the joint proposal already incorporates the
results of efforts by Central Hudson to mitigate volatility, by
provi di ng custonmers an allocation of TPA power. Second, QAG
presents no specific mechanismfor carrying out its proposed risk
reallocation. Third, the joint proposal already addresses OAG s
concern by calling for further exploration of how the benefit
fund m ght be used to mtigate price volatility.

Return on Equity and NWVP2 |ssues

M. Mavretich contends that there is only a superficial
resenbl ance between the joint proposal's 10.3% inplicit return on
equity and the 10.28% return all owance recommended in the RD
because the joint proposal's 100 basis point deadband woul d al | ow
Central Hudson to retain any earnings up to 11.3%
M. Mavretich, opposed by Central Hudson and Staff, argues that
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t he deadband shoul d be elimnated so that 50:50 sharing between
shar ehol ders and custoners woul d be applicable to any excess over
10. 3%

This criticismof the joint proposal is a non sequitur.
The proposal's various provisions are designed to create a
reasonabl e opportunity for the conpany to earn a return of 10.3%
corresponding to the cost of equity as indicated by the record on
which the RD relied and which M. Mvretich seens to i nvoke now.
Absent any show ng that adoption of the proposed terns would
produce a return greater than 10.3% we are adopting them so as
to establish rates that reflect the cost of equity. The joint
proposal 's earnings sharing provisions are not an indication that
the earned return is expected to exceed 10.3% as M. Mavretich
suggests, but only a nmechanismto reasonably bal ance investor and
sharehol der if it does.

As a nore general matter, M. Mavretich supports this
and his other criticisns of the joint proposal (noted bel ow) by
arguing that we should take into consideration Central Hudson's
continuing failure to answer interrogatories regarding the |ong-
termcosts of its alleged managerial errors in connection with
the NMP2 generating unit. The conpany responds by asserting a
record of managerial success. Wile we would not condone the
conpany's disregard of a discovery ruling if the issue were
directly presented, here the issue is noot in two respects.
First, Central Hudson is not pursuing any challenge to the
Judge' s discovery rulings, or to the RD's finding that the | ack
of interrogatory responses should be construed against the
conpany pursuant to 16 NYCRR 5.10(1) when estimating NVP2's
costs. Second, the conpany has abandoned its request for an
allocation fromthe benefit fund as a reward for exenplary
performance. It was that request which, in M. Mvretich's view,
established the rel evance of the history surroundi ng NVP2 for
pur poses of these proceedi ngs. Thus, the NWMP2 di scovery issue
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does not affect our assessnent of the balancing of interests in
the joint proposal.®

St ock Synbol

Central Hudson received $2.5 million fromthe sale of
its stock trading synbol, after its shares ceased to be publicly
traded because it becane a subsidiary wholly owned by a new
parent conpany. Staff's litigating position, accepted in the RD
was that the sale proceeds should be viewed as an offset to
corporate reorgani zation costs and that $1.0 mllion of the
proceeds therefore should be used to reduce rate base. Under the
joint proposal, we are asked to reject that approach and
di sregard the sale proceeds for ratenmaki ng purposes.
M. Mavretich opposes this resolution of the issue.

Staff and the conpany correctly respond that
M. Mavretich has not accurately characterized the asset in
question. Contrary to his assertions, the sale of the stock
synbol did not occur pursuant to provisions resenbling those that
governed the auction of the conpany's generating plants. Nor is
it true that the stock synbol was a rate base itemlike other
assets "supported through custoners['] rates,” as M. Mvretich
says; and, even if it were, we have broad discretion over the
ratemaki ng treatnent of sale proceeds regardl ess of whether the
asset has been held in rate base. |In this instance, there is
not hi ng unreasonabl e about the proposed allocation of the
proceeds to sharehol ders.

Reliability | nprovenent Program

M. Mavretich notes that the RD, in approving an
infrastructure programsimlar in sone respects to the
Reliability |Inprovenent Program described in the joint proposal,
called for a progress report after the initial expenditures. He

© W need not decide here whether, as Staff suggests, M.
Mavretich's argunents about Central Hudson's NWP2
participation "are best addressed in Case 01-E-0011" (the
proceedi ng to consi der ownership transfer of NW2).
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criticizes the lack of a conparable reporting requirenment in the
joint proposal. Central Hudson responds that the programs
efficacy would be reflected in the proposed incentive provisions
related to systemreliability, while Staff points out that the

j oi nt proposal expressly provides for an annual plan subject to
Staff review. Thus, M. Mavretich's concern about the conpany's
accountability is unfounded. !

DI SCUSSI ON

Subj ect to our determ nations descri bed above, we find
that the joint proposal's sponsors have satisfied their burden of
show ng that adoption of the proposed terns would satisfy the
Public Service Law s requirenment of safe and adequate service at
just and reasonable rates. They al so have shown that
i npl enmentation of their proposals would achieve a fair bal ance of
interests anong the parties and custoners, and woul d produce
constructive results that may not have been achi evabl e except
t hrough a negoti ated agreenent.

In particular, the rates we are establishing reasonably
reflect Central Hudson's cost of service and protect the
conpany's financial integrity, thus striking a fair bal ance
bet ween customer and investor interests; and the proposed terns
ensure rate stability for at |east three years beyond the end of
the current rate plan. The econom c benefits the conpany w ||
have secured, in negotiating the prices it will pay for electric
output fromits fornmer generating plants, will be allocated anong
custoner classes in a fair and conpetitively neutral fashion. To
encourage progress toward retail conpetition anong energy
suppliers in Central Hudson's service territory, the proposed
terms specify reasonabl e backout credits, incentives and ot her
mechani snms to pronote cooperation between Central Hudson and

11 OAG raises concerns simlar to M. Mvretich's, regarding both
the Reliability Inprovenment Program and the Newburgh gas
manufacturing site renmediation project. |In both instances,
however, we expect that the conpany's activities will be
subj ect to ongoi ng Comm ssion revi ew.
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CASES 00- E-1273 and 00-G 1274

ESCGs, and enhanced efforts to inform custoners about their
supply options.

The di sposition of the benefit fund serves a diverse
array of custoner interests, including rate stabilization and an
equitable distribution of refunds anong custoner classes; bill
mtigation; neasures to attract and retain jobs; environnental
remedi ati on; backout credits and other conpetitive initiatives;
and infrastructure reinforcenent to inprove service reliability.
Reliability, as well as safety and service quality, also wll be
enhanced as a result of new perfornmance neasures and incentive
mechani sms. Low i nconme custoners in particular will benefit from
new prograns addressing their needs.

Finally, adoption of the proposed ternms will acconplish
these goals within the context of a rate all owance consi stent
with an extensive record in the litigated phase, concerning the
conpany's revenue requirenent and cost of capital. Moreover, the
proposal s reflect the parties' best efforts to find a reasonabl e
resolution of issues that the RD identified as potentially
productive areas for further negotiation, particularly the uses
of the benefit fund and the design of cost recovery nechani sns
and backout credits.

CONCLUSI ON

For the reasons stated, we find that our adoption of
the joint proposal's provisions subject to the di scussion above
wll serve the public interest and satisfy our statutory
obligation to ensure safe and adequate service at just and
reasonabl e rates pursuant to Public Service Law 866. W
therefore will direct the conpany to file tariff revisions
consistent with this finding. To conply with the orders issued
in these proceedi ngs June 25, August 29, and Septenber 28, 2001,
the filing should be designed to inplement the tariff revisions
as if they had taken effect July 1, 2001, notw t hstanding the
Novenber 1, 2001 effective date specified in Order C ause 3

(bel ow) .
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CASES 00- E-1273 and 00-G 1274

The Conm ssion orders:

1. Subject to the foregoing discussion and the
determ nati ons and understandi ngs set forth therein, the terns of
the Joint Proposal filed in these proceedi ngs August 21, 2001 are
adopted in their entirety and are incorporated as part of this
order.

2. Central Hudson Gas & Electric Corporation (the
conpany) shall submt a witten statenment of unconditiona
acceptance of this order, within five days follow ng the order's
i ssuance date, signed and acknow edged by a duly authorized
of ficer of the conpany. |If an acceptance statenent is not so
filed, the adoption of the joint proposal's terns nay be revoked.
The acceptance statenent should be filed with the Secretary of
the Comm ssion and served on the parties to these proceedi ngs.

3. The conpany is directed to cancel, no later than
Cct ober 31, 2001, the tariff anmendnents and supplenents listed in
Attachnent A of this order. The conpany is directed to file on
not | ess than one day's notice, to take effect no later than
Novenber 1, 2001 on a tenporary basis, such further tariff
changes as are necessary to effectuate the provisions adopted in
this order. The conpany shall serve copies of its filing upon
all parties to these proceedings. Any coments on the conpliance
filings nust be received at the Comm ssion's offices within ten
days of service of the conpany's proposed anendnents. The
anendnents specified in the conpliance filing shall not becone
effective on a permanent basis until approved by the Conm ssion
and will be subject to refund if any showing is made that the
revisions are not in conpliance with this order. The requirenent
of 866(12)(b) of the Public Service Law t hat newspaper
publication be conpleted prior to the effective date of the
proposed anendnents is wai ved, provided that the conpany shal
file wwth the Comm ssion, not |later than six weeks follow ng the
amendnents' effective date, proof that a notice to the public of
t he changes proposed by the anendnents and their effective date
has been published once a week for four successive weeks in
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CASES 00- E-1273 and 00-G 1274

newspapers having general circulation in the areas affected by
t he amendnents.
4. These proceedi ngs are conti nued.

By the Conmm ssion,

( SI GNED) JANET HAND DEl XLER
Secretary
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ATTACHMVENT B

CASE 00-E-1273 - Proceeding on Mtion of the Conmission as to
the Rates, Charges, Rules, and Regul ations of
Central Hudson Gas & Electric Corporation for
Electric Service.

CASE 00-G 1274 - Proceeding on Mtion of the Conmssion as to
the Rates, Charges, Rules, and Regul ations of

Central Hudson Gas & Electric Corporation for
Gas Servi ce.

JO NT PROPOSAL AND
JO NT PROPOSAL' S ATTACHMVENTS A THROUGH |



STATE OF NEW YORK
PUBLI C SERVI CE COW SS| ON

Proceeding on Mdtion of the Conmm ssion : Case 00-E-1273
as to rates, charges, rules and regula- :

tions of Central Hudson Gas & Electric

Corporation for electric service;

and
Proceeding on Mdttion of the Conm ssion ; Case 00-G 1274
as to rates, charges, rules and regul a-

tions of Central Hudson Gas & Electric
Corporation for gas service

JO NT PROPOSAL

| nt r oducti on

This is a Joint Proposal, dated as of August 15, 2001, for
the resolution of the above-captioned cases by and anong the
followng parties and participants ("Signatories"): Central
Hudson Gas & Electric Corporation ("Central Hudson" or the
"Conpany"); the Consuner Protection Board; Miltiple Intervenors;
the Staff of the Department of Public Service ("Staff") and
Strategi c Power Managenent, Inc.

This Joint Proposal is the product of negotiations anong
parties to the proceeding on due notice in accord with the
Conmi ssion's Settlement Guidelines and of conprom ses anong the
Si gnat ori es. It has been made on the basis of the Conditions of
the Joint Proposal described below and is intended to resolve al
i ssues in these proceedings.

In general, both electric and gas rates are frozen at

specified delivery rate revenue levels until June 30, 2004 and



specifically identified anmounts of delivery rate revenues are
deferred from July 1, 2001 through June 30, 2002 ("Rate Year One"
or “RYl") to July 1, 2003 through June 30, 2004 ("Rate Year
Three" or “RY3").! Additional provisions address enhancenents of
conpetition in gas and electric services and establish uses and
procedures for review ng additional uses of the "Benefit Fund."'

[, Joi nt Proposal

A Electric Rate Freeze: Electric delivery rates will be
designed to recover $153 million in delivery revenues
annually and will be frozen through June 30, 2004.

B. Gas Rate Freeze: Gas delivery rates will be designed
to recover $36.6 mllion in delivery revenues annually
and will be frozen through June 30, 2004.

C. Term of Electric and Gas Delivery Rate Freezes: The
electric and gas delivery rate freezes are effective
t hrough June 30, 2004 and are further subject to the
under st andi ngs that:

L Nothing in this Joint Proposal or the Conmssion's

adoption of it is intended to prevent Central

' The twelve nmonth period ending June 30, 2003 is "Rate
Year Two" or “RY2."

* The Benefit Fund results fromCentral Hudson's prior rate
proceedi ng, Case 96-E-0909. See, Opinion No. 98-14, issued June
30, 1998 and Order Adopting Terms of Settlement Subject to
Modi fications and Conditions, issued February 19, 1998.

-2



D.

Hudson fromfiling wth the Conm ssion requests
for changes in rates to be effective (after any
appl i cabl e suspension) as of July 1, 2004,

Rate nmechani sms for the pass-through of the
purchase price of electricity or gas are an
integral part of this Joint Proposal. Nothing in
the rate freeze provisions of this Joint Proposal
is intended to preclude those nechani sns from
passi ng through the purchase prices of electricity
or gas.

Central Hudson is authorized to reopen this Joint
Proposal if its achieved regulatory return on
actual common equity in either its electric or gas

departnent (or both) falls below 8.5%

Treatment of Litigated |ssues:

1

The Signatories have agreed to |levels of delivery
rate revenues, which agreenents are for settlenent

purposes only, and not necessarily on the

di sposition of any particular issue raised during
the litigation, other than as described in this

Joi nt Proposal .

The terms and provisions of this Joint Proposal

apply solely to, and are binding only in the

context of, the purposes and results of the nutual
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agreenments reflected in the Signatories'
settlenent. None of the terns and provisions of
this Joint Proposal and none of the positions
taken herein by any party may be cited or relied
upon by any other party in any fashion as
precedent in any proceeding before the Comm ssion,
or before any other regulatory agency or any court
of law for any purpose except in furtherance of

the purposes and results of the Signatories'

settlenent.
E. [ ncome Statenents

1. The Inconme Statenents for Electric (Attachment A)
and Gas (Attachnent B) services that have been
attached to this Joint Proposal are intended to
show that the Joint Proposal is reasonable and do
not necessarily represent the views of any
Signatory.

2. The Incone Statenents attached hereto have

incorporated the following itens:

a. Return on Common Equity: An assuned return on
common equity of 10.3% has been agreed to as
a fall out fromthe agreed-to revenue

requi renents shown in the Income Statenents.



Equity Ratio: 47% first year, 46% second
year and 45%third year.

Cost of Long-Term Debt and Redenption
Premuns: As shown in Attachnment C, updated
costs and anounts of long term debt

I ssuances, including the costs of redenption
and the costs of preferred stock redenption
prem uns and unanortized expenses, have been
enpl oyed in determ ning the revenue

requi renents shown in the attached I|ncone
Statenents. Central Hudson is authorized to
recover the debt redenption premuns and
unanorti zed debt expense over the remaining
life of the redeemed debt and to recover the
preferred stock redenption prem uns and
unanortized expenses ratably over the period
endi ng 2028.

Rate base details have been reflected on
Attachnent H

Electric Loss Factor: The electric |loss
factor will be 1.0437

Lost & Unaccounted For Gas: The factor for

| ost and unaccounted for gas will be 1.025.



F. Agreed-to D spositions of Specific Itenms and Q her

Condi ti ons

1

Required Deferrals and Restorations of Electric
Delivery Revenues: As shown on the attached
El ectric Income Statenent, electric delivery
revenues of $3.1 million in rRYl1 will be deferred
for restoration in RY3 without regard for the
amount of electric delivery revenues actually
received in any of the RYs. The deferrals and
restorations of revenues will be recognized for
pur poses of determning regulatory earnings and
regul atory return on common equity (i.e., revenues
in Ryl wll be reduced by the deferred anmount and
RY3 revenues wi |l be increased by the restored
amount ) .
Required Uilization of Benefit Fund:
a. An anount of $42.5 MIlion will be renoved
fromthe Benefit Fund and will be included as
acredit to electric rate base for the three

Rat e Years.

b. The credit wll be applied to electric plant

transm ssion and distribution book
depreciation reserves in proportion to the

rel ati ve book cost of plant in service at
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August 31, 2001 for such plant categories,
subject to the provisions of item 13.b of
this Part II.F. of this Joint Proposal.

C. The $42.5 M11lion anmount will be naintai ned
as a rate base credit after the end of RY3,
subject to other potential treatnment by order
of the Comm ssion in a subsequent Central
Hudson el ectric rate case.

d. This $42.5 MIlion rate base credit anount
wi |l be recognized in calculation of the
achieved regulatory rate of return on common
equity for the electric department.

Required Deferrals and Restorations of Gas

Delivery Revenues: Gas delivery revenues of $0.9

mllion wll be deferred in Ryl for restoration in

RY3 without regard for the anmount of gas delivery

revenues actually received in any cf the three

RYs. The deferral and restoration of revenues

will be recognized for purposes of determ ning

regul atory earnings and regulatory rate of return
on comon equity (i.e., revenues in RYl1 will be
reduced by the deferred anmount and RY3 revenues

will be increased by the restored anount).

-7-



4.

Ear ni ngs Shari ng:

a.

There is a regulatory rate of return on
common equity deadband by departnent between
8.5% and 11.3%

In the event that Central Hudson achieves a
regul atory rate of return on conmon equity
above 11.3%in either the electric or gas
department, the earnings above 11.3% and up
to 14.00% in such departnent(s) wll be
shared 50/50 between the Conpany and
ratepayers. The ratepayers' portion of such
earnings in the electric departnent will be
added to the Benefit Fund and in the gas
department, deferred subject to further order
of the Conm ssion.

In the event that Central Hudson achieves a
regul atory rate of return on conmon equity
above 14.00%in either the electric or gas
departnent, the earnings above 14.00%in the
el ectric departnent will be added to the
Benefit Fund and in the gas departnent,
deferred subject to further order of the
Commi ssion. The 14.00% val ue is subject to

adj ustment pursuant to Parts I X F and H.

-8~



Measur ement of Achieved Regulatory Rate of Return

on Common Equity for Earnings Sharing Purposes:

a.

Separate determnations of the achieved

regul atory rate of return on common equity
for gas and electric operations wll be made
annually, on a rate year basis.

The achieved regulatory return on conmon
equity will be neasured by departnent on the
basis of Central Hudson's act ual
capitalization for the period being nmeasured,
provided, however, that if the actual equity
ratio in a given RY exceeds the applicable
rate year target equity ratio (RYl: 47% RY2
46% and RY3: 45%), then the target ratio for
that RY will be used.

The financial consequences of the Part VII
Service Quality Mechanisnms, the Part V. A 2.
Gas Interruptible Sharing incentive and the
Parts I X. F. and H incentives will be
excluded in determnations of regulatory rate
of return on conmmon equity.

Wthin 90 days follow ng the end of RYl, RY2
and RY3, Central Hudson shall provide Staff

with a conputation of achieved regulatory
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rate of return on common equity by departnent

for the preceding RY period.

Reopener:  Central Hudson is authorized to file

for increased rates for either the gas or electric

department anytine that the respective regulatory

rate of return on common equity for a trailing 12-

month period, neasured in the fashion used for the

annual RY determnation, falls below 8.5%

Deferral s:

a. The Conpany is authorized to defer the
followng kinds of items for recovery in the
next electric or gas, as appropriate, base
rate change or other Conm ssion-ordered
di sposi tion:

(1) The Conpany is authorized to continue
its use of deferral accounting with
respect to the follow ng expenses and
costs and all other expenses and costs
for which Conm ssion authorization for
deferral accounting is currently
effective whether by reason of
Comm ssion order or policy of general
applicability or by reason of a
Comm ssion determnation with specific

reference to the Conpany:
-10-



(a) Pension Expense under Statenent of
Fi nanci al Accounting Standards No.
87,

(b) Post Enploynment Benefits Qher than
Pensi ons under Statenent of

Fi nanci al Accounting Standards No.

106;

(c) Interest Costs on Variable Rate
Debt

(d) Increnmental costs of litigation

regarding clainms of exposure to
asbestos at Conpany facilities;

(e) Research and Devel opment costs
under the Conmm ssion's Techni cal
Rel ease No. 17.

(2) Changes in accounting standards, subject
to the understanding that this specific
authority to defer is subject to such
orders as the Conm ssion may issue that
provide for generic treatnent of
accounting practices;

(3) Changes in federal or state regul ations;

(4) Force Majeure; and

(5) Ohers addressed herein.
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Al previously authorized uses of deferral
accounting continue and shall not termnate
because of the end of the termof this Joint
Proposal .
Central Hudson retains the right to petition
the Comm ssion for authorization to defer
extraordinary expenditures not otherw se
addressed by this Joint Proposal.
Addi tional Deferral Provisions Related to
Changes in Federal, State or Qther Tax Laws:
(1) The Signatories agree that the attached
I ncome Statements do not reflect
i mpl ement ation of the tax |aw changes
resulting fromthe 2000 Legislative
Session. Accordingly, tax differences
between the prior State Tax Laws and the
2000 Legislative enactments will be
deferred, in accordance with the
Commi ssion's Order of June 28, 2001 in
Case 00-M 1556 for disposition as
determ ned subsequently by the
Comm ssion.  The deferral of state
i ncome taxes on earnings shall be
permtted up to the sharing trigger

|evel of 11.3% The cal cul ati on of
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regul atory earnings and achi eved rate of
return on common equity for purposes of
Parts Il.F. 4 and 5 shall recognize the
calculation of state income tax on
ear ni ngs.

(2) In addition, the conpany is authorized
to defer increases or decreases in costs
related to changes in federal, state and
local tax law or regulations for the
period through RY 3.

Net deferred debit and credit balances for the
electric departnment itens shown on Attachment D-2
have been reflected in the determnation of the
Benefit Fund. Deferred debit and credit offsets
for the gas department, wusing actual deferred
bal ances at June 30, 2001 for the deferred itens
listed on Attachment E, will be subject to bal ance
sheet offset accounting to the extent necessary to
achieve a net of tax offset of zero.
Central Hudson is authorized to record electric or
gas revenue anounts post-June 30, 2004 subject to
the follow ng:
a. The annual amount recorded by departnment nay
not exceed the |esser of the revenue

requi renent deficiency for RY3 shown on
_13_



Attachment A or B, as appropriate, or the
anmount of revenues needed by department to
provide a regulatory rate of return on common
equity of 10.5%for the 12-month ‘' RY" periods
subsequent to June 30, 2004.

Estimated anmobunts of revenue will be recorded
on a nmonthly basis and adjusted to the final
amount within the above constraints in the

| ast nonth of the appropriate ‘RY" period.
The amount of revenues that are recorded nay
be based on the measurenment of earnings for
periods of time that are less than a twelve
month RY period. Earnings for partial

periods will be calculated by determning the
| evel of earnings for the twelve nonth period
ending on the date new rates are established
and conparing it to the |level of earnings
required to provide a 10.5% equity return,

Jf a deficiency in earnings results, the
anmount of revenues recorded for the partial
period will be determined by the ratio of
sales for the partial period to the sales for
the twel ve nonth period ending as of the date

new rates are established.
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Central Hudson will submt reports show ng
any revenues recorded under this provision,
and the neasurenment of earnings used in the
cal culation of the revenues recorded, for
each annual period beyond June 30, 2004 or
period of time ending on the date new rates
take effect. These reports will be submtted
no later than 90 days from the end each

annual period or the date when new rates take
effect.

Central Hudson nay charge the electric
department amounts accrued hereunder each
nont h agai nst the Benefit Fund, subject to a
subsequent final Oder by the Conm ssion
directing otherwise, in which event Central
Hudson shall be deemed to have fully reserved
its rights and nothing in this Joint Proposa
or Central Hudson's participation in it shal
be deemed to prejudice Central Hudson's

posi tion.

Central Hudson may record a regul atory asset
for the gas departnent amounts accrued

her eunder each nonth.

This authority continues until the earlier of

June 30, 2006 or, wth respect to electric
-15-



10.

11.

12.

13.

department revenue deferrals, the effective
date of new base electric rates as a result
of a general electric rate filing by Central
Hudson and, with respect to gas department
revenue deferrals, the effective date of new
base gas rates as a result of a general gas
rate filing by Central Hudson.

Common Cost Allocation Factor: 85%electric, 15%

gas.

Paynment By Credit Card: The Conpany is

authorized, but not required, to accept paynents

for service by credit card fromresidential and
smal | commerci al custoners.

The Conpany's accounting for the sale of its stock

synbol is affirmed.

Depr eci ati on:

a. The Conpany's electric, gas and conmon
depreciation studies and methods as presented
inits initial filing are accepted, except
for depreciation of Gas Distribution Mins,
which will be based on an Average Service
Life of 85 years and a net salvage factor of
negative 60% (actual negative net salvage in
excess of negative 60% will be charged to

mai nt enance expense).
-16-



b. Amethod will be devel oped for reducing, in
the next rate case after the end of the term
hereof, the electric book depreciation
reserve so that it exceeds the theoretical
depreci ation reserve by no nore than 10
percent. Any Benefit Fund anounts
transferred to the book depreciation reserve
w || be excluded fromthe nmeasurenent of the
book to theoretical reserve ratio.

14, The ampbunts shown on Attachment A, B and Hw | be
used as the rate all owances for purposes of
revenue matching accounting or other deferra
purposes as appropriate.

I11. Electric |Issues

A The Conpany will inplenment a Reliability |nprovenent

Program subject to the follow ng conditions:

1. The Programwill be funded up to a total of $20
MIllion (pre-tax) over the period ending June 30,
2004.

2. Funding will be from the Benefit Fund.

3. Capital anounts funded will be renoved fromrate
base and treated as Contributions in Ald of
Construction, and as a result will carry a book

bal ance of zero.
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4, Expense anmounts related to the capital projects
are included in the $20 MIlion allowance and will
al so be funded from the Benefit Fund.

5. Qut side contractors and | abor will be used for the
Program and none of the Benefit Fund-will be
allocated to Conpany |abor expense.

6. Pl ans:

a. An Annual Plan will be devel oped and revi ened
wth Staff before the start of RY2 for the
remaining two years of the program

b. Central Hudson will review RYl projects with
Staff on an expedited basis follow ng
approval of this Joint Proposal.

The outcomes of generic Conm ssion proceedings such as

the Unbundling, Conpetitive Markets or Stand-by Rates

Proceedings, and any others during the termof this

Joint Proposal that may affect inplementation of

electric conpetition will be reflected prospectively,

subject to the understanding that any stranded or
simlar costs resulting from any such proceedings, as
determned by the Comm ssion, nmy be recovered out of
the Benefit Fund to the extent not inconsistent with
any applicable Conm ssion Order or, if recovery out of
the Benefit Fund is inconsistent with the applicable

Commi ssion Order, Central Hudson shall be deened to
_18_



have fully reserved its rights and nothing in this
Joint Proposal or Central Hudson's participation in it
shall be deenmed to prejudice Central Hudson's position
Nothing in this Joint Proposal shall be interpreted to
preclude Central Hudson from participating in any

Comm ssi on proceeding in any manner it may deem

advi sabl e.

[ V. Electric Rate Desian

A

Unbundl i ng: The revenue allocation, as shown in
Attachment F will be utilized to design rates, as
anplified bel ow

Purchased Power Recovery ("PPR'):

1. Mechanism wil | vary by class;
2. Recover all comodity related costs using narket
prices;

3. Use binonthly averaging for binonthly billed

cust oners;

4. | ncl ude uncollectibles & Working capital costs;
and

5. Be determ ned and reconciled nonthly.

Variabl e Cost Recovery ("VCR'): This mechanismwll be
reconciled nonthly and will recover the costs of
ancillary services and the variable costs and benefits

of the Conpany's remaining generating facilities.
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Central Hudson has entered into a Transition Power
Agreenent (“Tpa”) wWith Dynegy that provides for the
purchase and sal e of specified amounts of power to
Central Hudson. The TPA was approved by the Conmm ssion
in an Oder issued Decenber 20, 2000 in Case 96-E-09009.
In addition, Central Hudson has entered into a Purchase
Power Agreenent (“pPA”) with Constellation that

provi des for the purchase and sale of specified

portions of the output of Nne Mle Point 2 (“NMP2").

The PPA has been filed wth the Comm ssion in Case 01-

E-0011 and that Case is currently pending before the

Comm ssion. The prices in the TPA and PPA will not

necessarily equal the market prices and the differences

are referred to herein as "TPA and PPA Benefits." The

TPA and PPA Benefits will be apportioned to ful

service and delivery custoners as foll ows:

L. TPA and PPA Benefits wll be apportioned anong
service classes on the basis of each class' sales
(kwh) as a portion of the total system sal es (kwh)
in a given nonth

2. Wthin a given class, TPA and PPA Benefits wll be
apportioned anong custoners on the basis of
relative usage in a nonth as a portion of the

total class usage;
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E.

Central Hudson shall have no obligation, other
than as specifically provided for herein, to track
t he anount of any TPA and PPA Benefits by
I ndi vi dual custoner. In Service Classifications 3
and 13, the TPA and PPA Benefits will be subject
to the constraints that:
(1) The total TPA and PPA Benefits credited
to a custoner will not exceed the tota
Central Hudson delivery charges for that
custonmer in a billing period; and
(2) Any TPA and PPA Benefits not received by
a custoner due to operation of the above
constraint will be reallocated to that
custoner in the subsequent billing
peri od. In any such reallocation, the
constraint that the total TPA and PPA
Benefits not exceed the total Central
Hudson delivery charges in the billing
period will continue to be applicable
and may entail reallocation to

subsequent billing periods.

Billing Format: Separate line itens will be provided

for the followng itemns:

1
2.

PPR

PPR under/over recovery;
_21...



3. VCR,

4, TPA/ PPA Benefits; and

5. System Benefit Charge (“SBC”).

Cost of Service Study & Revenue Allocation

1. The rate changes will be allocated as follows:

a. Service classifications which have a rate of
return below the |lower tolerance |evel of 85%
of the system average would receive a mnimum
decrease of 0.5 times the average overal
decr ease.

b. Service classifications which have a rate of
return exceeding the upper tolerance of 115%
of the system average woul d receive a maxi num
decrease of 1.25 tines the average overal
decr ease.

c. Application of these maxi num and m ni mum
decreases results in revenues different from
the rate decrease revenue. This difference
is allocated to the unconstrained decreases
for SC 1, SSC 2, SSC 5and S.C 13 -
Transm ssi on.

2. Peaker & Hydro Costs: The investnment in
conbustion turbine production plant is classified

as denmand-rel at ed. The investnent in
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hydroel ectric production plant is classified as
ener gy-rel at ed.

The marginal custoner cost for S.C. 1 is $23.67
per nonth and for S.C. 2 is $32.79 per nonth.

Rate design for S.C. 13 will include flat energy
charges, a single basic nonthly denmand charge and

a $500/month customer charge.

Cust omer Char ges

1.

S.C.| residential customer charges wll increase
fromthe current $7.15 to $9.75 for RYl and RY2
and to $11.50 after RY2 until June 29, 2004. On
June 30, 2004 the custoner charge will be
increased to $12.00.

S.C. 2 small conmercial (non-denand) customner
charge will increase fromthe current $6.25 to $12
for RY1 to $13 for RY2 and to $14 for RY3.

The above changes will be made on a revenue
neutral basis within the affected custoner

cl asses.

The remaining nonthly custoner charges are as
follows: S.C. 2 Secondary Demand: $20.00; S.C. 2
Primary Demand: $80.00; S.C. 3: $250 and S.C. 6:
$12. 00.

Al'l customer charges agreed to herein are wthout

prejudice to the filing by the Conpany of
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J.

superseding rate change filings, effective after

June 30, 2004.

Tinme of Use ("TOU') & Space Heating Rates

1
2.
3.

Continue offering S.C. 6 residential TOU.
Elimnpation of S.C. 12 commercial TQU.

Elimnpation of S.C. 2 heating discount.

Charges for restoration of service to the same custoner

at the sane neter location wthin twelve nonths of

di scontinuation of service wll be as shown bel ow.

During Normal Work Hours:
Wthout Line or Gas Crew $ 20.00
Wth Line or Gas Crew $100. 00
Qutsi de Normal Work Hours:
Wthout Line or Gas Crew $ 40.00
Wth Line or Gas Crew $140. 00

Treatment of Central Hudson's NWP2 Costs:

1

The existing ratemaking for Central Hudson's NWP2
costs, approved by the Conm ssion effective
February 1, 2001 includes two conponents: a
Conmpetitive Transition Charge (“ctc”) (reflecting
property taxes and certain osM costs), and
variabl e cost recovery through the existing ESC
Upon the effectiveness of the rates produced by

this Joint Proposal, Central Hudson's NWP2 costs
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w |l be recovered through three conponents: a CIC
the PPR and the VCR

a. Until such tine as the Conm ssion approves
the pending PSL §70 asset transfer and the
closing for Central Hudson's NWP2 interests
t akes pl ace:

(1) the CTCw Il recover NWP2 property tax
and fixed o&M elenents (hydro and GT
costs will be recovered through base
rates);

(2) The PPRw |l recover the nmarket price of
Central Hudson's share of the power
produced at NWP2; and

(3) The VCR will recover transm ssion costs,
| SO charges, and recover/pass back the
di fference between the market price and
the variable production costs of Central
Hudson's share of NWP2 out put.

b. After the Conm ssion approves the pending PSL
§70 asset transfer and the closing for
Central Hudson's NWP2 interests takes place:
(1) The CTC will cease.

(2) The pprR Will reflect the Market Price of
Central Hudson's share of the power

produced at NMP2 under the NWP2 PPA
_25_



Vv

(s Rate | ssues

(3) The VCRw || recover transm ssion costs
and 1 S0 charges.

(4) The TPA/PPA Benefits wll recover/pass
back the difference between the market
price and the costs of the PPA for

Central Hudson's share of NWP2 out put.

A Revenue Shari ng

1

The inputation for interruptible and electric

generation sales is set at $1,900,000.

Account i ng:

a.

Each August, the Conpany wll reconcile the
annual |IT profit received in the prior RY
Profit realized by the Conpany pursuant to
this mechanism w || be excluded from any
determ nation of achieved regulatory rate of
return on common equity.

(1) If the Conpany's IT profits exceed the
annual inputation of $1,900,000, the
sharing mechanismw |l be as follows:
(a) From s$1,900,000 up to $2,299,999:

Profit wll be shared in an 85%

customer/15% sharehol der ratio;
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(b) Profit above $2,300,000 will be
shared in an 80% customer/20%
shar ehol der rati o.

(2) If the Conmpany's IT profits are |ess
than the annual inputation of
$1,900,000, the sharing mechanism wll
be as foll ows:

()  From$0 up to $1,499,999 in IT
revenue, the short-fall below
$1,900,000 will be borne by the
Conpany;,

(b) From $1,500,000 up to $1,899,999
the short-fall below $1,300,000
will be shared in an 15%
shareholder/85% custoner ratio.

In addition, the Conpany shall be pernmitted

to attenpt to mnimze potential nonthly

short-falls or over collections through the

Gas Supply Charge (“GSC”}:

(1) Each nonth the Conpany w Il conpare the
profit received from custoners taking
service under Service Cass Nos. 8,9
and 14 ("IT Profit": to $158,333 (1/12
of the annual inputation of $1,900,000),

and
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B.

(2) If the IT Profit differs significantly
fromthe nonthly inputation, the Conpany
may refund or surcharge, as appropriate,

through the GSC in a subsequent nonth.

Agreed-to Dispositions of Specific Gas |tens:

1.

Gas Manufacturing Site Renediation

a. Wite of f Newburgh site costs from Benefit
Fund.
b. Case 95-M 0874 requirenments renmain in force

f or Newburgh Site.
The prudence of the Conpany's gas purchasing
policies and | oad managenent practices prior to
the date of this Joint proposal have been reviewed

and have not been challenged in these proceedings.

VI. (Gas Rate Desiun
Unbundl i ng and GSC

A

1.

S.C

The GSC nechanism will recover all conmodity

rel ated and upstream pi peline demand costs.

The GSC will be determ ned monthly and reconcil ed
annual | y.

The GSC will include uncollectibles, working
capital and carrying costs on cash working capital
requi renents and materials and supplies.

9 Custoners Eligible for S.C 11: The Conpany's

current rate design methodol ogy, which uses the |oad
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VI,

factors of existing customers to establish the price

caps, Wll remain in effect.

M ni num Charge and Tail Blocks:  The nini num charges i

firm Service Classification Nos. 1,2,6,12 and 13 are
i ncreased to $7.20. To offset the increase in the
m ni um charge, the second block of S.C. 1 and 12 has

been reduced and the third block of S.C. 2, 6 and 13

has been reduced. No rate changes are nade to current

tail block prices.

Service Qualitv Mechani sns

A

Customer Service Quality Program
1 Twenty-five basis point total potential penalty
conbi ned Conpany basis, per cal endar year

comrenci ng January 1, 2002.

on

a. O the twenty-five basis point total, twelve

and one-half basis points are for the PSC

Conpl aint Rate (12.5 basis points) and

b. twel ve and one-half basis points (12.5 basis

points) are for the Custoner Satisfaction
| ndex (“cs1”).
2. PSC Conpl ai nt Rate:
a. Targets and penalties for the PSC Conpl ai nt
Rate (chargeable conplaints per 100,000

custoners, based on a 12-month rolling
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average at the end of each performance

period) follow

Penalty Basis Points | From a PSC Conpl ai nt [To a PSC Conpl ai nt

Rate of - Rat e of

None

0 <6.0

2.5

26. <6.

5.0

7.5

27. <7.

10.0

0

26.5 <7.
0
5

(@] w o |u;

27. <8.

12.5

28.0

Cs1:

The ﬁéC Conmplaint Rates set forth above are
predi cated upon existing PSC practices and
procedures for chargeable conplaints per

100, 000 custoners. In the event of a change
to those practices and procedures, the
Signatories will discuss in good faith

whet her alteration of the above target and
penalty levels are appropriate to maintain
the incentive to the Conpany at |evels
conparable to those above. Any disputes will

be referred to the Conm ssi on.

The CSI will be based on the calcul ati ons

performed by Central Hudson consistent wth
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t he procedures adopted as a result of Case

96- E- 0909.
b. Targets and penalties for the CSI follow
Basis Point Penalty | CHGE CSI From To
None 283 NA
3.125 282 <83
6.25 281 <82
9.375 >80 <81
12.5 Bel ow 80
4. For purposes of this Joint Proposal, the
performance periods are the cal endar years ending
Decenber 31, 2002 and 2003 and the six nonths
endi ng June 30, 2004 (for which the basis point
penalties will be halved).
B. The "Appointnents Kept" incentive remains at $20

per mssed appointmnment.

B. Electric Reliability

1.

Twenty-five (25) basis point total potential
penalty on electric operations, per cal endar year
comrenci ng January 1, 2002.

a. O the twenty-five basis point total, twelve
and one-half basis points (12.5 basis points)
are for SAIFI and

b. twel ve and one-half basis points (12.5 basis

points) are for CAID.
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SAIFI indices and penalties, as shown bel ow
>1.10 6.25 basis point penalty
>1.20 12.5 basis point penalty

CAIDI indices and penalties, as shown bel ow
>2.10 6.25 basis point penalty
>2.20 12.5 basis point penalty

The SAIFI and CAIDI indices are based on electric

service interruptions that are not related to

maj or

a.

st or ns.

The initial SAIFI index levels will be
reduced by 2% from 2002 to 2003 and by 4%
from 2003 to 2004.

The Conpany nay petition for appropriate
adjustment to the final CAIDI and SAlFlI
indices for each performance period to
recogni ze the effects, if any, of Qutage
Managenment System (“oMs”) i npl ementation or
interventions by the SO or simlar authority

causing service interruptions.

For purposes of this Joint Proposal, the

performance periods are the cal endar years ending

Decenber 31, 2002 and 2003 and the six nonths
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endi ng June 30, 2004 (for which the basis point
penalties will be halved).
6. Penalties will be calculated with respect to
el ectric operations.
c . Gs Reliability
L Nunber of One-Call Ticket M s-nmarks per Thousand
One Call Tickets.

Basis Point Penalty | From Ms-marks/ 1000 |[To M s-marks/ 1000 of
of
Zero 0 1.25
2 1.26 1.45
3 1. 46 1.65
6 1.66 or higher
2. Penalties wll be calculated wth respect to gas

operations. Ms-marks will be determ ned based on
Central Hudson's current procedures, including
recognition of the Tolerance Zone as defined in 16
NYCRR Part 753-1.2(t).

3. The measurenent periods will be the cal endar years
endi ng Decenber 31, 2002 and 2003 and the six
months ending June 30, 2004. The basis point
penalty applicable to the six nonth period endi ng
June 30, 2004 will be one-half of that set forth

in the above table.
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D.

Gas Leak Managenent:

1
2.

4.

Applicable to Type 3 |eaks only;

Penal ty-only plan over the three year term No
penalty for Type 3 leak inventory levels at cr
bel ow 362 at Decenber 31, 2002, 337 at Decenber
31, 2003 or 325 at June 30, 2004 or in any

cal endar year in which 140 or nore Type 3 | eak
repairs are conpleted. In addition, no penalty
w |l be applicable to the six nonths ending June
30, 2004 if 70 or nore Type 3 leak repairs are
conpleted in that time period.

A penalty of 3 basis points is applicable to gas
operations in any cal endar year in which 140 Type
3 leak repairs are not conpleted and the specified
Type 3 inventory level is not achieved (362 at
Y.E. 2002 or 337 at Y.E 2003). A penalty of 1.5
basis points is applicable to gas operations in
the six nonths ending June 30, 2004 if 70 Type 3
| eak repairs are not conpleted and the specified
Type 3 inventory level (325) is not achieved.

If, in any year during the termof this Joinz
Proposal the target |level for Type 3 |eak
inventory is not net, but a penalty is not due
because 140 Type 3 leak repairs were conpl eted,

the leak inventory target |evel for the subsequent
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VIIT.

year shall be 25 less than the actual ending
inventory level for that prior period.
Central Hudson will, by March 31, 2003 and 2004 and by
Septenber 30, 2004, file a report or reports on its
performance under each of the above incentive prograns
during the prior performance period, with the format
and contents to be devel oped in collaboration, comenc-
ing on or about Novenber 1, 2001, between the Conpany
and Staff.
The Service Quality Incentive Plan of Case 96-E-0909 is
extended fromJuly 1, 2001 to and including Decenber
31, 2001.

Low | ncone Proaram

The Conpany will inplement a Low Inconme Program

consistent wth Attachnment G

The costs of the program funded out of the revenue

requirenents, will be limted to the expense allowances

shown on Attachnments A and B. In the event that the

costs of the program differ from those |levels, the

difference will be deferred and, after review,

1 Any electric shortfall will be added to the
Benefit Fund and any gas shortfall wll be

returned to customers through the GSC and;



2. Any electric excess will be recovered from the
Benefit Fund and any gas excess w |l be recovered
through the GSC

Commenci ng on or about Novenber 1, 2001, the Conpany

and Staff shall collaborate in the devel opnent of any

programreporting requirenments, wth the Conm ssion

resol ving any disputes over those requirenents.

| X. Competitive |ssues

A

Consolidated Bills will be nmade avail abl e per the May
18, 2001 Billing Proceeding O der.

Single Bill: Central Hudson will pursue offering a
Single Bill using the Rate Ready fornat. In order to
utilize this option, each ESCO ornmarketer nust provide
Central Hudson monthly with the Central Hudson custoner
account nunber and a billing rate per kwh or CCF for
each customer in sufficient tinme in advance (m ni num
period to beestablished) of the billing dates set
forth on Central Hudson's web site. Central Hudson
wll conply with the criteria established in the
Billing Proceeding Order and ED1 Proceeding related to
single bills.

Ancillary Services: The Conmpany will bill all delivery
customers for ancillary services comencing three
nont hs after Conm ssion approval of this Joint

Proposal.  This non-by-passable charge will be
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collected from custoners through the Variable Cost

Recovery factor. Central Hudson will reinburse ESCOs

for ancillary service charges incurred to serve Centra

Hudson | oad.

1

Each ESCO serving load in Central Hudson's retai
access program nust provide the Conpany with a
copy of its NYISO bill which identifies the
ancillary services for the Esco’s Central Hudson

| oad served (PTID) within a day of billing by the
NYI SO.  The invoice provided by the ESCO nust
detail the load (kwh), rate for each service and
total amount requested for reinbursenent.

Bills and credits issued by the NYI SO to the ESCO
for prior periods nust also be provided to Central
Hudson in the nonth received by the ESCO.  central
Hudson will be authorized to collect all such
anounts through its VCR Rei nbur sement to ESCOs
by Central Hudson for ancillary service charges

w Il be made prior to the date =scos are required
to pay the NYI SO for such charges.

The Conpany reserves the right to file a petition
with the Conmssion to nodify this process,
including potentially termnating billing or

rei mbursing ESCOs for NYISO ancillary services.
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Electric Back Qut Credits: Credit levels would be set
at 0.5 mlls per kwh for S .C. 13 custoners; 2.0 mlls
per xwh for S.C. 3 custoners; 3.0 mlls per kwh for
S.C. 2 demand custoners; and 4 nills per kwh for S.C. 2
non-demand, S.C. 6 and S.C. 1 custoners pending the
outcome of the Unbundling Proceeding and are subject to
bei ng superseded by the Unbundling Proceeding as
provided for in Part III.B. hereof. Prior to that

time, the cost of the credits will be recovered from
the Benefit Fund, subject to a penetration limt of 20%
of electric custoners. If it appears likely that the
20% penetration level will be exceeded, the penetration
| evel and recovery nechanism will be reviewed.

Gas Merchant Back Qut Credit: The gas nerchant
function back-out credit will be set at $.15 per mCf
pendi ng the outcome of the Unbundling Proceeding, and
is subject to being superceded by the Unbundling
Proceeding as provided for in Part III.B hereof. prior
to that time, the cost of the credit will be recovered
through the GSC, subject to a penetration limt of 20%
of gas custonmers. If it appears likely that the 20%
penetration level wll be exceeded, the penetration

| evel and recovery nechanism will be reviewed.
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F. ESCO &« Marketer Satisfaction Mechani sm

1

ESCO Marketer Satisfaction Survey: After
consultation between Staff and the Conpany, a
survey will be devel oped as a baseline for an

I ncentive mechani sm

The survey netrics would include the perfornmance
of the Conmpany in satisfying the terns of the UBP
and ot her operational arrangenents (e.g., GIOP)
between it and ESCOs (electric) and marketers
(gas). The survey should include rel evant
questions for both ESCOs and gas marketers.

The survey would be inplenented on an annual basis
by an objective third party selected after

consul tation comrenci ng on or about Novenber 1,
2001 between Staff and the Conpany.

Prior to inplenentation of the survey, Staff and
the Conpany will agree to a threshold nunber of
participating marketers as a basis for

I mpl ementation of an incentive nechani sm If the
t hreshol d nunber of nmarketers participate, an
incentive allow ng the Conpany to receive up to 10
basis points of earnings in excess of 11.3% on a
conbi ned Conpany basis wll be inplemented after

the baseline results are avail abl e. In this
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event, the overall earnings cap will also be
i ncreased by ten basis points.

5. Once the results of the satisfaction survey are
avail able, the conpany will have 60 days to report
to Staff and interested parties on how it plans to
address marketer concerns, if any, that were
expressed in the survey.

The Conmpany will consult with Staff concerning the

suitability of potential aggregation initiatives within

the Central Hudson service territory, subject to the

fundi ng provisions of Part X G

Electric and Gas Qutreach and Education Mechani sns

1. | mprovenments in outreach and education (O&%E), to
I ncrease custoner awareness and understandi ng of
energy conpetition, wll be measured by using
Central Hudson's existing residential survey.

2. The survey will be enhanced for better neasurenent
of awareness and understandi ng, according to a
list of criteria that will be established after
consul tation commencing on or about Novenber 1,
2001 between the Conpany and Staff. A nethod to
eval uate the awareness and understandi ng of enerqgy
conpetition anong snall commercial custonmers will

be established.
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3. An incentive allowing the Conpany to receive up to
10 basi s points of earnings in excess of 11.3% on
a conbi ned conpany basis wll be inplenmented,
based on criteria, developed through consultation
commenci ng on or about Novenber 1, 2001 between
the Company and Staff, for neasuring inprovenents
In customer awareness. In this event, the overall
earnings cap wll be increased by 10 basis points.
Smal | Customer Aggregation: The potential funding of
aggregation initiatives wll be considered in the
Benefit Fund Review process.

J. ESCO mar ket er Onbudsman:  The conpany will designate a
vi ce-president |evel onbudsman to address
ESCO/marketers’ unresolved concerns and serve as a
l'iaison with marketers.

X Benefit Fund

A The total amount of the Benefit Fund is currently
estimated at $164 mllion, including an assumed $36.5
mllion in net gain froma sale of NW2, or $127.5
MIlion excluding the estimated NW2 gain. The
conponents have been shown in Attachment D-I.

B. The Signatories have agreed upon the follow ng general
approach: Allocate a portion of the fund to
"Identified Uses" and reserve the renminder, future

NMP2 gain and any unutilized portion of the ldentified
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Uses to annual collaborations. The ldentified Uses are
further defined as "Quantified ldentified Uses" and
“Non-Quantified Identified Uses."
The "Quantified Identified Uses" of the Benefit Fund
are (net of tax):
1. Rate base offset - $42.5 MIIion;
2. Gas site renediation - $10 M1 lion;
3. Reliability Inprovement Program - $13 MIlion; and
4. Refunds: $15 MI1lion per RY
The Non-Quantified ldentified Uses of the Benefit Fund
are:
L. QG her itens provided for in this Joint Proposal,
I ncl udi ng possi bl e additional customer refunds,
offset to potential post-June 30, 2004 electric
rate increases, back out credits and future
stranded or simlar costs subject to the
provi sions of Part 111I.B hereof; and
2. Econom ¢ Devel opnent - to be devel oped and
di spensed in accordance with bel ow di scussion.
Refunds: The total net of tax anounts for the three Rys
of $45 MIlion, as shown on Attachment DI, will be
refunded to custoners through a per kwh credit,
commencing in the nmonth follow ng the Conm ssion's
approval of this Joint Proposal. The credit will be

devel oped fromthe total RY billing units, prorated for
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the total nunmber of nonths until June 30, 2004
followng the Conm ssion's approval of this Joint
Proposal . Central Hudson will track and reconcile the
amounts credited. In the event that the entire $45
MIlion is not credited prior to June 30, 2004, the un-
di spensed credit will be carried forward subject to
further order of the Conm ssion.

A carrying charge at an annual rate equal to the pre-

tax rate of return set forth on Attachnent C will be

applied nonthly to the net remaining balance in the

Benefit Fund.

O her Potential Uses of Net Benefit Fund

1. Potential uses include possible future use for
price spike mtigation; for small custoner
aggregation efforts; and to fund such other
conpetitive-related initiatives as the Conm ssion
may appr ove.

2. These uses woul d be addressed in the Benefit Fund
Revi ew di scussed bel ow.

3. Benefit Fund Review Process: On or about January
15, 2002, and 2003 a collaborative effort wll
commence on the use of the remaining Benefit Pool
anmounts not otherwise allocated to specific
purposes. The col | aborative will be conpleted and

reported to the Comm ssion by April 1, 2002 and
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2003. The Commission will expedite its review of
the Col | aborative Report (and any dissents).
H. Econom ¢ Devel opnent

L An Econom ¢ Devel opment Program wi || be
establ i shed and funded from the Benefit Pool in
accordance with the procedure set forth bel ow
The program s purposes would be to encourage the
rel ocation, growh, expansion, and retention of
busi ness custoners in the Conpany's service
territory and include consideration of any
situations in which reductions in enployers'
substation costs wll lead to enployee retention.

2. The adm nistration of the program would be
facilitated by Staff, through consultation
commenci ng on or about Novenber 1, 2001 anong the
Conpany, the Enpire State Devel opment Authority,
| ocal government officials and interested parties.
Tariff provisions, quidelines and procedures would
be devel oped as appropriate in that consultation
and would be submtted to the Comm ssion for
approval .

3. Existing electric prograns will be termnated with

the exception of the Revitalization Rate.
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4. Revitalization Rate:

a. Current electric customers will receive their
exi sting discounts until the tine set for
expiration in their existing agreenents.

b. For new custoners, a rate discount would be
offered on the delivery rate for those who
meet the existing programs criteria.

C. The discounts would be set at percentage
| evel s conparable to those in the existing

program but applied to the delivery prices.

d. The discounts will be funded from the Benefit
Fund.
e. Custoners receiving the rate wuld be

contacted in witing 6 nonths prior to the
end of their Revitalization Rate term
informng them of the expiration and
providing them with a contact at the#Cbnpany

to answer any questions or concerns.

Condi tions of Joint Proposa

A

This Joint Proposal is intended by the Signatories to
be a conplete resolution of all issues in Cases 00-E-
1273 and 00-G 1274. Each Signatory is obliged to

support the Joint Proposal before the Commission. The

Signatories to the Joint Proposal agree that the
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provi sions of the Joint Proposal are, in aggregate, a
reasonabl e resolution of each of the proceedings.

It is understood that each provision hereof is in

consi deration and support of all the other provisions,
and each Signatory has expressly conditioned its
support upon the acceptance of this Joint Proposal in
its entirety by the Comm ssion. In the event that the
Conm ssi on proposes to alter any provision of the Joint
Proposal, no Signatory has any further obligation
relative to the Joint Proposal other than the
obligation to discuss in good faith with the other
Signatories whether any such alteration is acceptable
toit. In addition, Staff will make its best efforts
to present to the Conm ssion by Septenber 25, 2001, the
Conpany's Petition of My, 2001, as updated, in Case
01- M 0323.

In the event that the Conm ssion alters any provision
of the Joint Proposal, each Signatory will be deened to
have fully reserved its rights to contest the altered
Joint Proposal, and any such alteration. In the event
that the Commssion fails to adopt this Joint Proposa
according to its terms, then each Signatory shall be
free to pursue its respective positions in this
proceeding, without prejudice, upon reasonable notice

to the other Signatories. This Joint Proposal is an
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integrated whole, wth each provision in consideration
for, in support of, and dependent on the others. Thus,
i f the Conm ssion does not approve this Joint Proposa
inits entirety without nodification, each of the
Signatories reserves the right to wwthdrawits
participation and support by serving witten notice on
t he Commi ssion and the other Signatories and, if
necessary, to litigate, wthout prejudice, any or al

I ssues as to which such signatory agreed in this Joint
Proposal; in such event, any such Signatory shall not
be bound by the provisions of this Proposal, as
executed or as nodified.

In the event of any disagreenent over the interpreta-
tion of this Proposal or the inplenentation of any of
the provisions hereof, which cannot be resol ved
informally anong the Signatories, such di sagreenent
shall be resolved in the follow ng manner: The
Signatories shall pronptly convene a conference and in
good faith shall attenpt to resolve such disagreenent.
| f any such di sagreenent cannot be resolved by the
Signatories, a Signatory may petition the Conm ssion
for relief on a disputed matter.

This Joint Proposal represents a negotiated agreenent
and settlenent and, except as otherw se expressly

stated herein, none of the Signatories shall be deened
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to have approved, agreed to, or consented to any
principle, nethodology, or interpretation of |aw
underlying or supposed to underlie any provision

hereof, and this Joint Proposal shall not be cited or
relied upon with respect to any matters other than
those specifically addressed herein.

The Signatories recognize that certain provisions
hereof require that actions be taken in the future to
effectuate fully the agreenents and conprom ses set
forth in this Joint Proposal. Accordingly, each
Signatory agrees to cooperate with each other Signatory
in good faith in taking such actions.

Survival of Conditions: Al reservations of rights of
any Signatory (including, but not limted to, Parts
XI.A. through XI.F., inclusive), the continuation of
deferral accounting authority, the post-June 30, 2004
revenue deferral provisions, the provision concerning
devel opnent of a nmethod for reducing the book to
theoretical depreciation reserve, and the Benefit Fund
provisions shall survive the June 30, 2004 term of this
Joi nt Proposal.

The Suppl enental Environnmental Assessnent Form attached
hereto as Appendix | accurately describes the potentia
environnental inpacts, if any, that could result from

i npl enentation of the ternms of this Joint Proposal, and
-48~



the Conmmi ssions' determnation of significance
regarding this Joint Proposal should be the adoption of
a negative declaration.

All titles, subject headings, section titles and
simlar itens are provided for the purpose of reference
and conveni ence only and are not intended to affect the
meaning, content or interpretation of this Joint
Proposal .

The Commi ssion reserves the authority to act on the

| evel of the conpany's base electric and gas rates in
the event of unforeseen circunstances that, in the

Comm ssion's opinion, have such a substantial inpact on
the range of earnings levels or equity costs envisioned
by this Joint Proposal as to render the conpany's
return unreasonable or insufficient for the provision
of safe and adequate service at just and reasonable
rates and in the event that the Conm ssion exercises
such authority as it possesses in that regard, each
Signatory reserves its rights and no Signatory shall be
bound or prejudiced by its entry into, or perfornmance
under, this Joint Proposal.

Subm ssion of Settlement: This Joirnt Proposal is being
executed in counterpart originals and shall be binding
on each Signatory. Each person executing this Joint

Proposal represents by his or her signature that he or
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she has full authority to bind his or her principal.
The Signatories hereto agree to submt this Joint
Proposal to the Conm ssion and individually to support
and request adoption by the Conm ssion of their nutual
settlement as set forth herein.

VWHEREFORE, this Joint Proposal has been agreed to by and
anmong each of the follow ng, who, by its signature, each
represents that it is fully authorized to execute this Joint
Proposal and, if executing this Joint Proposal in a
representative capacity, that it is fully authorized to execute

it on behalf of its principals.
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S| GNATURE PAGE

The undersigned party to Public Service Conm ssion Case Nos.
00- E-1273 and 00-G 1274 has participated in the negotiations
anong the parties which led to the Joint Proposal dated August

15, 2001 and agrees to the provisions of such Joint Proposal.

Central mas & Electric Corporation
By: ‘ /ZZA%

Arthur R Uprig(t/

Dat ed: Augusta 2001



SI GNATURE PAGE

The undersigned party to Public Service Conm ssion Case Nos.

OG E- 1273 and 00-G 1274 has participated in the negotiations

anmong the parties which led to the Joint Proposal dated August

15, 2001 and agrees to the provisions of such Joint Proposal

Consgmé???ro;ztﬂion Board

SPTELETT
///)Cl Adrienne Rhodes — .
Dated: August 1/, 2001




['Valerie Fanelli - Final Joint Proposal 8-15.wpd

S| GNATURE PAGE

The undersigned party to Public Service Conm ssion Case Nos.

00-E-1273 and 00-G 1274 has participated in the negotiations
anong the parties which led to the Joint Proposal dated August

15, 2001 and agrees to the provisions of such Joint Proposal

Miultiple Intervenors

By: W BM‘

| michael 8. magev, €39
Dat ed: August ’_Z' 2001 COUCH WHITE, LLP
Apforneys for Mmultiple Intervemers




SI GNATURE PAGE

The undersigned party to Public Service Conm ssion Case Nos.
00- E- 1273 and 00-G 1274 has participated in the negotiations
anmong the parties which led to the Joint Proposal dated August

15, 2001 and agrees to the provisions of such Joint Proposal.

Staff of the Departnent of Public Service

i /o 1
By: e pdy Sy g
Leonard Van Ryn*
Dat ed: August }g, 2001 7




S| GNATURE PAGE
The undersigned party to Public Service Comm ssion Case Nos.
OG E-1273 and 00-G 1274 has participated in the negotiations
anong the parties which led to the Joint Proposal dated August

15, 2001 and agrees to the provisions of such Joint Proposal

Strategig Power Managgment, Inc.
By: L/ @%j

“Daniel P. Duthie
Vice President and General Counsel

Dated: August 16, 2001
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CASES 00- E-1273 and 00-G 1274 ATTACHVENT A

Filing by: CENTRAL HUDSON GAS & ELECTRI C CORPORATI ON

Amendnents to Schedule P.S.C. No. 15 - Electricity

Oiginal Leaf No. 206.1

First Revised Leaves Nos. 4, 5, 14, 94, 104, 105, 106,
107, 108, 123, 124, 136, 164, 165, 168, 169, 170, 171
172, 185, 186, 199, 200, 204, 209, 210, 211, 213, 215,
217, 219, 225, 237, 238, 239, 240, 241, 242, 243, 244,
245, 246, 247, 253, 254, 255, 256, 273, 274, 275, 276,
277, 278, 279, 281, 282, 283, 284, 285, 286, 287, 288,
289, 290, 291, 292, 293, 294, 295, 296, 297, 298, 299,
300, 301, 302, 303, 304, 305, 306, 307, 308, 309, 310,
311, 312, 313, 314, 315, 316, 317, 318, 319, 320, 321,
322, 323, 324, 325, 326, 327, 328

Second Revi sed Leaves Nos. 166, 205, 206, 212, 216,
218, 220

Suppl ement No. 2

Suppl emrent No. 3

Suppl emrent No. 10

Suppl emrent No. 12

Suppl emrent No. 13

Amendments to Schedule P.S.C. No. 12 - Gas

First Revised Leaves Nos. 4, 63, 68, 69, 71, 72, 148,
149, 150, 151, 152, 153, 154, 158, 188, 193

Second Revi sed Leaves Nos. 70, 73

Third Revi sed Leaves Nos. 186, 191

Fourth Revi sed Leaf No. 159

Suppl enment
Suppl enment
Suppl enment
Suppl enment
Suppl enment

§65655



ATTACHMENT A

Central Hudson Gas & Electric Corporation
Case Nos. 00-E-1273 & 00-G-1274
Joint Proposal - Electric Revenue Requirements

Settiement Period $(000)
RY1 RY2 RY3
Own Termitory Base Revenues 153,000 154,407 155,633
Revenue (Surplus) / Deficiency (3,072) (0) 3,072
Total Revenue Requirement 148,928 154,407 158,706
NMP2 CTC 21,302 21,309 21,316
Other Operating Revenues 6,093 5,938 5,831
Total Operating Revenues 177,323 181,654 185,853
Operating Expenses:

Non Fossil Production Maintenance 187 191 195
Right of Way Maintenance 4,838 4,944 5,123
NMP2 Operations 16,309 16,316 16,323
Direct Labor 37,996 39,332 39,674
Research and Deveiopment 1,667 1,692 1,747
Expenses Projected Based on Inflation 8,899 9,087 9,268
Miscellaneous General Expenses 1,895 1,922 1,949
Transportation Depreciation 1,434 1,519 1,605
Fringe Benefits 4,666 4,825 4,869
Other Post Employee Benefits (OPEB) 1,429 1,429 1,429
Pension Pian (10,210) (10,210) (10,210)
Major Rents 1,974 1,986 1,998
Uncollectible Accounts 784 791 798
Regulatory Commission Expenses 1,278 1,305 1,333
Data Processing Costs 2,719 2,631 2,674
Other Operating Insurance 543 554 567
Telephone - 1,377 1,406 1434
Legal Services 1,434 1,464 1,493
Special Services 951 871 991
Injuries and Damages 1,465 1,496 1.526
Storms Expense 2,900 2,961 3,023
Environmental ] 244 249 254
Low Income Program 306 530 995
Expenses Allocated to Affiliates (506) (506) (506)

Total Operating Expenses 84,579 86,885 88,552

Other Deductions:

NMP2 Decommissioning 999 999 999
Taxes Other Than Income Taxes:

Property 16,450 17,112 17,797

Revenue 6,805 6,812 6,842

Payroll 2,911 2,989 3,054

Other 2,125 2,088 2,052

NMP2 3,061 3,061 3,061
Depreciation 19,035 19,888 20,696

Total Other Deductions 51,386 52,949 54,501
Federal income Tax 12,728 12,770 12,911
Total Operating Revenue Deductions 148,693 152,604 155,964
Operating Income 28,630 29,050 29,889
Rate Base 380,215 386,309 399,582
Rate of Return 7.53% 7.52% 7.48%

Retumn on Common Equity 10.30% 10.30% 10.30%



ATTACHMENT B

Central Hudson Gas & Electric Corporation
Case Nos. 00-E-1273 & 00-G-1274
Joint Proposal - Gas Revenue Requirements

Settiement Period $(000)
RY1 RY2 RY3
Operating Reyvenues:
Own Territory Base Revenues 36,597 37,007 37,378
Revenue (Surplus) / Deficiency (885) (0) 885
Total Revenue Requirement 35,712 37,007 38,263
interruptible & Sales to Generators 1,900 1,900 1,900
Other Operating Revenues 2,077 2,002 1,921
Total Operating Revenues 39,689 40,909 42,084
Operating Expenses:
Labor 9,007 9,285 9,632
Research and Development 331 303 303
Expenses Projected Based on Inflation 2,302 2,350 2,399
Miscellaneous General Expenses 287 291 294
Transportation - Depreciation 307 328 344
Fringes 986 1,009 1,029
Other Post Employee Benefits (OPEB) 307 307 307
Pension Plan (2,273) (2,273) (2,273)
Environmental 43 44 44
Major Rents 123 125 127
Uncollectible Accounts 210 220 227
Regulatory Commission Expenses 258 263 269
Data Processing Costs 423 481 526
Other Operating Insurance 90 92 94
Telephone 201 206 210
Legai Services an7 385 392
Special Services 171 175 178
Injuries and Damages 374 382 390
Low income Program 48 82 153
Expenses Aliocated to Affiliates (89) (89) (89)
Total Operating Expenses 13,483 13,963 14,556
Other Deductions:
Taxes Other Than Income Taxes:
Property 4,559 4,737 4,923
Revenue 1,598 1,661 1,719
Payroll 641 659 672
Other 277 280 283
Depreciation 5,757 6,013 6,227
Total Other Deductions . 12,832 13,350 13.824
Federal Income Tax 4,361 4,457 4,511
Tota! Operating Revenue Deductions 30,676 31,770 32,891
Operating Income 9,013 9,139 9,193
Rate Base 119,695 121,525 122,904
Rate of Retumn 7.53% 7.52% 7.48%

Returmn on Common Equity 10.30% 10.30% 10.30%



Rate Year 1:

Long Term Debt
Customer Deposits
Preferred Stock
Common Equity

Total Capitalization

Rate Year 2:

Long Term Debt
Customer Deposits
Preferred Stock
Common Equity

Total Capitalization

Rate Year 3:

Long Term Debt
Customer Deposits
Preferred Stock
Common Equity

Total Capitalization

Central Hudson Gas & Electric Corporation

Case Nos. 00-E-1273 & 00-G-1274
Joint Proposal - Cost of Capital

$(000)

ATTACHMENT C
Sheet 1 of 3

Pre-Tax
Weighted Weighted

Amount  Ratio @ Cost  Cost = Cost

257,887
4,436
21,005
251,153

534,481

Amount
268,450
4,470
21,042
251,176

545,138

Amount
281,778
4,412
21,057
251,282

558,529

48%
1%
4%

41%

100%

49%
1%
4%

50%
1%
4%

45%

100%

5.09%
6.00%
461%
10.30%

Cost
5.15%
6.00%
461%

10.30%

Cost
5.21%
6.00%
461%

10.30%

2.46% 2.46%
0.05% 0.05%
0.18% 0.28%
4.84% 7.45%
153% 1023%
Pre-Tax
Weighted Weighted
Cast Cost
2.54% 2.54%
0.05% 0.05%
0.18% 0.28%
475% 7.31%
152% 1017%
Pre-Tax
Weighted Weighted
Cost Cost
2.63% 2.63%
0.05% 0.05%
0.17% 0.26%
463% 7.12%

148% 10.06%



ATTACHMENT C

Sheet2 of 3
Central Hudson Gas & Electric Corporation
Case Nos. 00-E-1273 & 00-G-1274
Joint Proposal - Cost of Long-Term Debt
$(000)

Outstanding Months Average  imlerest

Cost of Long Term Debt - RY1: Rate 6/30/01 Changes Outstanding Outstanding Expense
PCB - August 1, 2027 Series A 5.45% 33,400 . 12 33,400 1,820
PCB - August 1, 2034 Series B 2.80% 33,700 - 12 33,700 944
PCB - August 1, 2028 Series C 2.65% 41,150 - 12 41,150 1,000
PCB - August 1, 2028 Series D 2.64% 41,000 - 12 41,000 1,082
PCB - December 1, 2028 4.20% 16,700 - 12 16,700 701
MTN - September 10, 2001 5.93% 15,000 (15,000) 2 2,750 183
MTN - July 2, 2004 7.85% 15,000 - 12 15,000 1,178
MTN - January 1, 2007 8.50% - 685,000 10 54,187 3,522
MTN - January 15, 2009 6.00% 20,000 . 12 20,000 1,200
Totals 257,887 11,701
Amortization of Debt Discount & Expense 1,414
Total Cost of Debt 13,115

Cost Rate 5.09%
Outstanding Months Average Interest

Cost of Long Term Debt - RY2: Rate 6/30/01 Changes  Outstanding Outstanding Expense
PCB - August 1, 2027 Series A 5.45% 33,400 - 12 33,400 1,820
PCB - August 1, 2034 Series B 2.80% 33,700 - 12 33,700 944
PCB - August 1, 2028 Series C 2.65% 41,150 - - 12 41,150 1,090
PCB - August 1, 2028 Series D 2.64% 41,000 - 12 41,000 1,082
PCB - December 1, 2028 4.20% 16,700 - 12 16,700 701
MTN - Jarwary 1, 2007 6.50% 65,000 - 12 65,000 4225
MTN - July 2, 2004 7.85% 15,000 - 12 15,000 1178
MTN - April 1, 2008 6.50% - 10,000 3 2,500 1682
MTN - January 15, 2009 6.00% 20,000 - 12 20,000 1,200
Totals 268,450 12,403
Amortization of Debt Discount & Expense 1,420
Total Cost of Dedt 13,823

Cost Rate S15%
Outstanding Months Average interest

Cost of Long Term Dabt - RY3: Rate 6/30/01 Changes  Outstanding Outstanding Expense
PCB - August 1, 2027 Series A 5.45% 33,400 - 12 33,400 1.820
PCB - August 1, 2034 Series B 2.80% 33,700 - 12 33,700 844
PCB - August 1, 2028 Series C 265% 41,150 - 12 41,150 1,090
PCB - August 1, 2028 Series D 2.64% 41,000 - 12 41,000 1,082
PCB - December 1, 2028 4.20% 16,700 - 12 16,700 701
MTN - January 1, 2007 6.50% 65.000 - 12 85,000 4,225
MTN - July 2, 2004 7.85% 15,000 - 12 15,000 1,178
MTN - April 1, 2008 8.50% 10,000 - 12 10,000 650
MTN - April 1, 2009 6.50% - 8,742 8 5.6828 379
MTN - January 15, 2009 6.00% 20,000 - 12 20,000 1,200
Totals 281,778 13,269
Amortization of Debt Discount & Expense 1,425
Total Cost of Debt 14,694

Cost Rate 221%



Unamortized Debt Expense:

6-1/4% MORTGAGE BONDS - 2007

9 1/4% MORTGAGE BONDS-2021

7.97% MTN 6/11/2003 SERIES A

7.97% MTN 6/13/2003 SERIES A

7.85% MTN 6/2/2004 SERIES A

8.12% MTN 8/29/22 SERIES A

8.14% MTN 82922 SERIES A

6.48% MTN 8/11/03 SERIES A

Tax Exempt NYSERDA 4.20% Due 12/1/28
6.00% MTN 1/15/09 Series C

5.45% Series A NYSERDA Bonds 8/1/27
Var Rate Ser B NYSERDA Bonds 7/14
Var Rate Series C NYSERDA Bonds 8/1/28
Var Rate Series D NYSERDA Bonds 8/1/28
$65,000 MTN issued §/1/01 Due 1/1K7
$10,000 MTN Issued 4/1/03 Due 4/108
$10,000 MTN issued 10/1/03 Due 4/1/09

Totsl

AUnamortized Loss on Reacquired Debt

REDEMPTION 9 1/4% MTG. BONDS
REDEMPTION 10 5/8 MTG BONDS 11/105
REDEMPTION 10 ¥4 MTG BONDS %15/09
7 1/2% POLLUTION CONTROL NOTES-2014
ADJ RTE POLL CTRL NOTES-DUE 11/1/2020
ADJ RATE POLL CTRL NOTES-DUE &/1/27
REDEEMD 11 1/4% POLL CTL BDS-9/1/12
8.375% MORTGAGE BONDS-2028

Redeem 9 1/4% Mortgage Bond

Redeem 7.97% MTN Due 8/11/03

Redeem 7.97% MTN Due 6/13/03

Redeemn 8.12% MTN Due 8/29/22

Redeem 8.14% MTN Due 8/28/22

Redeemn 6.46% MTN Due 8/11/03

Total

Unamortized Discount on L/T Debt.

First Mtg Bonds - 9 1/4% due 5/1/21
5.45% Ser A NYSERDA Bonds due 8/1/27

Total

Total Debt issuance and Redemption Expenses

Preferred Stock:

6.20% Cumuiative Preferred
6.80% Cumuiative Preferred

Total Preferred Stock issuance and Redemption Expenses

ATTACHMENT C

Sheet 3 of 3
Total
Estimated Unamortized  Unrecovered
Redemption Expense Cost of Amortization - RYE
Premium S2001 Redemption 8002 60080 6230004

53973 53,973 9,156 9,156 9,156

860,846 860,846 43,404 43,404 43404

28,587 28,587 15,516 13,071 -

29978 29,978 14,328 14328 132

47,685 47,665 15,528 15,528 15,528

146,034 146,034 6,888 6,888 6,588

146,005 146,005 6,900 6,900 6,900

41,991 41,891 19,332 19,332 3227

537,586 537,586 19,608 19,608 19,608

176,915 176,915 23,580 23,580 23,580

646,345 646,345 24,780 24,780 24,780

§70.240 570,240 17,477 17,477 17,477

643,020 643,020 31,332 31,332 31,332

641,714 641,714 29,400 29,400 29,400

208,000 - 208,000 32.500 39,000 39,000
32,000 - 32,000 - 1,800 6,400
232.000 = 32,000 = - 4299
272,000 4.570.799 4,842,799 309,729 315,384 282,300

- 160,082 160,082 57,324 57,224 57,324

- 381,108 381,108 87,948 87,948 57,948

- 741,496 741,496 90,324 90,324 90,324

- 1.850 442 1,850,442 139.656 139,658 139,656

- 582.800 592,800 187,200 187,200 187,200

- 393,183 393.193 15,168 15,168 15,168

- 298,284 298,284 26,712 26,712 26,712

- 720510 720,510 26,280 26,280 26,280
2,856,000 - 2,856,000 144,000 144,000 144,000
300,000 - 300,000 150,000 150,000 150,000
300,000 - 300,000 150,000 150,000 150,000
§00,000 - 500,000 23,810 23810 23,810
500,000 - 500,000 23,810 23,810 23,810
(100,000 - (100.000) (46,154) (46,154) (7.682)
4,356,000 5,137,915 9,493,915 1.076,077 1,076,077 1,114,539
- 512,640 512,640 25,632 25,632 25,632

- 78.045 78,045 2976 2976 2976

- 590,685 590,685 28,608 28.608 28.608
4,628,00C 10.299.399 14,927,399 1,414 414 1,420,069 1,425 447
675,000 412,554 1,087,554 150,007 150,007 150,007
1.600.00C 45420 2054230 18256 18256 8256
2,275,00C 866,764 3,141,784 228,264 228,264 228,264




Central Hudson Gas & Electric Corporation
Case Nos. 00-E-1273 & 00-G-1274
Joint Proposal - Benefit Pool

ATTACHMENT D-1

Settlement Period  ($000, Net of Tax)
RY1 RY2 RY3
Net Benefit Fund:
Net Fossil Proceeds 76,708
Deferred Excess Eamings 9,377
Net Settiement Benefits 41,621
NMP2 Proceeds 36,500
Total Benefit Pool 164,206
Less: Rate Base Credit (42,500)
Net Benefit Fund Availabie 121,706 100,692 88,204
Identified Uses (net of tax):
Reliability Program - $20 miillion, 3 Yr Program (4,333) (4,333) (4,333)
Offset of Gas Site Remediation Costs - $15 million {9.750) - -
Refunds (15,000) (15,000) {15,000)
Remaining Balahoe 92,623 81,359 68,871
Add Cumulative Carrying Charges - Net of Tax 8,069 6,845 5,875
Net Benefit Fund Balance 100,692 88,204 74,745

Identified uses include electric backout credits, and other new
stranded costs; potential uses include economic development
fund, price spike mitigation, small customer aggregation,
othercompetitive initiatives and additional refunds.



Attachment D-2

ELECTRIC DEFERRED ITEMS INCLUDED IN BENEFIT FUND

The June 30, 2001 balances of the following deferred debit
and deferred credit accounts, net of tax, are included in the
Benefit Fund. No subsequent deferrals to these accounts will be
included in the Benefit Fund except for those to make accounting
adjustments to the June 30, 2001 balance.

Deferred Debits

Adjustable Rate PCB Notes

Deferred DSM Costs

Tax Rate Change - 1993

Storm Costs - April 1997

Restructuring Costs - Formation of Holding Company
Lost Revenues - Job Retention Provision (COPS)
Pension Carrying Charge

Pension Fund Withdrawal

Deferred Credits

Research & Development Costs

Management Audit

Adjustable Rate Preferred Dividends Over/Under Collection
NMP-2 Vendor Litigation - Ratepayer

NMP-2 Vendor Litigation Carrying Charge

NMP-2 Deferred Settlement Agreement Costs

Carrying Charge on NMP-2 Settlement Agreement Costs
Carrying Charge on DSM Rate Base

DSM Lost Revenues

Customer Benefits Account (COPS)

Royalty Charge (COPS)

R&D 1994 Audit Adjustment

Deferred Letter of Credit/Remarketing Fees

Deferred Pension Cost Over/Under Collection
Deferred OPEB Expense

OPEB Carrying Charge

Deferred Excess Earnings



Attachment E

GAS DEFERRED ITEMS FOR BALANCE SHEET OFFSET

The following gas department deferred debit and deferred
credit items will be subject to balance sheet offset accounting
to the extent that a net of tax offset of zero is achieved using
actual deferred amounts at June 30, 2001.

Deferred Debits

Adjustable Rate PCB Notes

Amortization of Unbilled Revenue (Case 90-G-0673)
Carrying Charge of Newburgh Site Investigation

ULIEEP Over/Under Collection (Including Carrying Charges)
Pension Carrying Charge

Deferred Credits

Unamortized Interruptible Gas Depreciation

Research & Development Costs

Management Audit

Gas Special Franchise Tax

R&D 1994 Audit Adjustment

Deferred Letter of Credit/Remarketing Fees

Deferred Pension Cost Over/Under Collectlon
Deferred OPEB Expense

OPEB Carrying Charge
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CENTRAL HUDSON GAS & ELECTRIC CORPORATION

LOW INCOME PROGRAM

POWERFUL OPPORTUNITIES

Plan Objectives:

An effective low income program should provide a practical
opportunity for customers who, due to an illness or disability or
loss of job, have fallen behind in their utility payments and are
struggling to pay their arrears. An effective low income program
should empower customers by developing a comprehensive plan to
improve their overall financial situation to become self-reliant.
An effective low income program should teach customers about the
cost of electricity --- and how energy conservation and energy
efficiency does make a difference for affordability. An
effective low income program should bring peace of mind to the
customers --- that their utility bills can be worked out at a
level they can handle. An effective low income program should
build a stronger relationship between customers, Central Hudson
and the community. And lastly, an effective low income program
should enable Central Hudson to focus its collection efforts on
customers who can but don't pay their utility bills.

Plan Design & Administration

Powerful Opportunities is a managed approach, designed to
accomplish three primary goals: (1) Provide customers with an
affordable payment plan for past and future utility bills; (2)
Provide customers with the tools to obtain long-term, overall
financial stability and self-sufficiency; and (3) Provide
customers with the energy services and education required to
enable them to reduce their energy usage and potentially their
payment amount. In addition, our low income program is designed
to include an incentive to encourage customers to meet their
Powerful Opportunities obligations.

To attain the first goal, "provide customers with an affordable
payment plan for past and future utility bills" the following
actions are recommended:
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- Place the customer on budget billing for future bills.

- Place the customer's arrears in suspend; no LPCs will
be charged to this amount while the customer is a
participant of the Program.

- Give an incentive: a $§ for $ match on payments made
above the current budget amount. The maximum match
paid by Central Hudson will be $20 per month per
customer.

- If the customer is a heating customer, give one
additional GNF benefit at the end of the Program (last
$125 of arrears).

- Offer a lower basic service charge of $5.00 per month
for both gas and electric customer participants.

It is recommended Central Hudson collaborate with community
resources to attain the second goal of "providing customers with
the tools to obtain overall financial stability and self-
sufficiency"; and the third goal, "providing customers with the
energy services and education required to enable them to reduce
their energy usage". A partnership with a community-based
organization, such as Dutchess County Community Action Agency
(DCCAA), would contribute to the overall integrity of the
Program. DCCAA has established trust and credibility in helping
families with their self-sufficiency goals. 1In addition, DCCAA
is a well-known and respected entity within the network of
community assistance agencies. DCCAA can effectively coordinate
community resources, educate consumers, establish individual
customer assessments and referrals, and provide program
administration and outreach to our mutual clients.

A partnership with DCCAA would provide:

- A multi-county network, which spans our entire service
territory, with the ability to disseminate, support and
monitor implementation of the program.

- Referrals to local, state and federal assistance
programs, and coordinate with the NYS Weatherization
Program.
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- Expertise in assisting low income customers with the
ability to gain greater competency in their household
management through energy efficient products and
consumer education.

- Family development training to promote greater self-
sufficiency and self-reliance to the Program
participants, and internal sensitivity training to our
Ccustomer-contact employees.

Customer's Eligibility and Obligations

Eligibility for participation in this Program is outlined below:

- Must be a CHG&E customer whose bills are not directly
paid to the Company by a local department of social
services office, and the account must be their primary
residence.

- Customer must have an account that is 60 days or more
in arrears.

- Customer who has a household income equal to or less
than 200% of poverty level, as determined for that
program year.

- Customers will be considered categorically eligible if
they are enrolled in the New York State Home Energy
Assistance Program or any other federal or state
assistance program with similar or stricter income
eligibility requirements than 200% of the poverty
level.

- Customer must complete a Program application form and
financial statement (DSS 3596), submit required
documentation and be approved for participation.

- Customers in an energy crisis (locked for non-payment)
at the time of application may be eligible to
participate, however, the amount they are required to
pay for turn-on will not be matched by Central Hudson.
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The maximum Program enrollment targets are:

Year Target
1 250

2 500

3 1000

In order for the customer to become a participant of Powerful
Opportunities, they must agree (in writing) to the following
terms and responsibilities:

Only if consistent with a DCCAA assessment of an
individual participant's ability to pay, participants
shall pay at least an additional $5 per month (for $60
per year) on their arrears.

Participate in energy conservation/efficiency training
and budget counseling sessions as prescribed by their
Family Development Specialist.

Agree to the recommended follow-up schedule, and meet
with their designated Family Development Specialist
according to that schedule.

Apply for community and government assistance as
suggested by the Family Development Specialist.

Customers who become delinquent on a current bill will
be dropped from the Program after 60 days delinquency
and will not be eligible for re-entry for the same
arrears. A minimum $10/month DPA will be offered and
then regular collection cycle will begin.

Re-entry to the program, however, will be permitted if
a participant who is dropped from the program for non-
payment of current bills subsequently receives
emergency assistance through a Department of Social
Services program and the amount of the delinquency
after the customer’s prior enrollment in the program is
paid in full.

Other Assistance

HEAP payments (regular and emergency) will be applied
to the customer's current charges and will not be
matched by Central Hudson. If a HEAP payment is more
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than the current amount due, the excess will be applied
to the arrears, with no Company match.

- Other community assistance (i.e., Red Cross, Church
Charities, etc.) will be matched by Central Hudson if
the funding is paid to the customer for payment of
bills, and the customer passes the payment to Central
Hudson to be applied to their arrears. Community
assistance payments made directly to Central Hudson on
behalf of the customer will be applied to the current
bill first, then to the arrears, with no match.

DCCAA Role:

DCCAA will work closely with Consumer Outreach to develop and
maintain an effective low income program. Upon approval of this
draft proposal, DCCAA will prepare and submit for our review and
approval a Program outline and fee for their part in Powerful
Opportunities. The Program outline will include:

- Implementation Plan (including targeted outreach, toll-
free number, etc.)

- Procedures (including forms, letters, follow-up,
collaboration with neighboring Community Action
Agencies located in our service territory, etc.)

- Community and Government Assistance Referrals

- Weatherization Plan (including appliance repair and
replacement)

- Case Management:

Family Development Training Outline (for long-term
self-sufficiency)

Energy Efficiency/Conservation
Budget Counseling
- Sensitivity Training Outline (for CHG&E employees)

- Evaluation Process



Book Cost of Utility Plant
Less: Accumulated Provision for
Depreciation and Amortization

Net Plant

Reliability Capital Program
Net Settiement Benefits
Noninterest-Bearing Construction

Work in Progress
Customer Advances for Undergrounding
Deferred Charges
Accumulated Deferred Taxes

Working Capital

Unadjusted Rate Base
Capitalization Adjustment to Rate Base

Total Rate Base

ATTACHMENT H

$671,892 $703930 $743,956

(244,559) (256,038) (270,252)

Sheet 1 of 2
CENTRAL HUDSON GAS & ELECTRIC CORPORATION
RATE BASE - SUMMARY
Final Setlement Position
($000)
ELECTRIC GAS
RY 1 RY 2 RY 3 RY 1 RY 2 RY3

$190,346 $196,562 $204,205

(69,798)  (72,956)  (78,056)

427,333 447,892 473,704 120,548 123,596 126,149
(5.354) (16,196) (26,650)
(42,500) (42,500) (42,500)
30,160 28,731 29,088 8,434 8,501 8,556
(603) (615) (627)
17,559 15,948 14,228 4,290 4,010 3919
(66,670) (67,869) (69,353) (17,760) (18,908)  (20,206)
23,507 24,135 24,909 5,181 5,324 5,484
383,432 389,526 402,799 120,693 122523 123,902
(3.217) (3,217) (3.217) (998) (998) (998)

$380,215 $386,309 $399,582

$119,695 $121525 $122.904

FINALSETTLEMENTRATEBASE .xis



Deferred Charges
Software Purchases

MTA Tax

Unamortized Debt Expense

Incremental Deferred Debt Expense
Unamortized Discount Long-Term Debt
Carrying Charge on Newburgh Site Investigation

Total Deferred Charges

Deferred Taxes
MTA Tax

Normalized Depreciation

Investment Tax Credit

Cost of Removal

Construction Overheads

Contributions in Aid of Construction
Deferred Avoided Cost interest Capitalized
Unbilled Revenue

Repair Allowance

ACRS Method Change

Mortgage Taxes

Bonds Redeemed

Carrying Charge on Newburgh Site Investigation
Redemption Premiums

Reliability Expenditures

Total Deferred Taxes

Working Capital

Other Material and Supply Working Capital
Prepaid Property Taxes - Other

Prepaid Insurance - Other

Other Prepayments

Operation and Maintenance Cash Working Capital

ATTACHMENT H
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CENTRAL HUDSON GAS & ELECTRIC CORPORATION
DEFERRED CHARGES, DEFERRED TAXES & WORKING CAPITAL
Final Settlement Position
($000)
ELECTRIC GAS
RY 1 RY2 RY3 RY.1 RY 2 RY3
$2,647 $2,221 $1,564 $1,197 $1,253 $1,349
2,426 2,426 2,426 769 769 769
8,211 8,459 7,710 1,337 1,377 1,255
3,783 2,375 2,085 780 535 474
492 467 443 80 76 72
0 0 0 127 0 0
$17,559 $15,948 $14,228 $4,290 $4 010 $3919
($849) ($849) ($849) ($269) ($269) ($269)
(59,588) (62,728) (66,162) (18,639) (19,993) (21,439)
(3.102) (2,800) (2,498) (700) (637) (576)
(1,510) (1,536) (1,572) (174) (87) (32)
(1,438) (1,329) (1,220)
1,662 1,651 1,638 341 336 330
1,303 1,288 1,276 294 299 02
4,231 4,231 4,231 1,811 1,811 1,811
(6,044) (6,149) (6,244)

(97) (87) ) (24) (22) (20)
(134) (121) (108) (21) (19) (1
(716) (806) (726) (117) (133) (119)

0 0 0 (45) 0 0
(1,230 (1,097) (1,005) (217) (194) (177)
842 2,463 3,963

($66,670) ($67,869) ($69,353) ($17,760) ($18,908) ($20,206)
$4,248 $4,336 $4,422 $1,408 $1,437 $1,466
8,571 8,916 9,272 1,623 1,686 1,752
398 406 415 112 114 116

592 605 617 105 107 108
9,698 9,872 10,183 1,933 1,980 2,041
$23,507 $24,135 $24,909 $5,181 $5,324 $5,484

Total Working Capital

FINALSETTLEMENTRATEBASE .xis
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STATE OF NEW YORK PUBLIC SERVICE COMMISSION

Case 00-E-1273 - Proceeding on Motion of the Commission as to the Rates, Charges, Rules and
Regulations of Central Hudson Gas & Electric Corporation for Electric Service

Case 00-G-1274 - Proceeding on Motion of the Commission as to the Rates, Charges, Rules and
Regulations of Central Hudson Gas & Electric Corporation for Gas Service

SUPPLEMENTAL ENVIRONMENTAL ASSESSMENT FORM

Prepared By:

CENTRAL HUDSON GAS & ELECTRIC CORPORATION,
STAFF of the DEPARTMENT OF PUBLIC SERVICE,

and the other SIGNATORY PARTIES to the JOINT PROPOSAL

Dated: Albany, New York
August 27, 2001



L Introduction

This document provides the substantive information solicited by Appendix A of 6
NYCRR 617.20, part of the regulations promulgated 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 potentially
significant adverse environmental impacts) or a negative declaration (requiring no further
analysis).

II.

Central Hudson Gas & Electric Corporation
(“Central Hudson” or “Company™)

284 South Avenue

Poughkeepsie, New York 12601

B. Name of Action:

Public Service Commission (“Commission™) approval of the terms of the
Joint Proposal for the resolution of Cases 00-E-1273 and 00-G-1274

C. Location of Action:
Central Hudson electric and gas service territories
D.  Description of Action:
The Company and other Signatory Parties to the Joint Proposal are petitioning the

Commission under the Public Service Law of the State of New York for approval of the terms of
their Joint Proposal for the resolution of Cases 00-E-1273 and 00-G-1274. These cases relate to
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the rates, charges, rules and regulations of the Company for electric and gas service, respectively,
and to the Commission’s restructuring and competitive market development policies in Case 94-
E-0952' (electricity) and Cases 93-G-0932 and 97-G-1380? (gas). The Commission’s
consideration of the rate-related aspects of the Joint Proposal is a “Type II exempt rate action™
that does not require SEQRA analysis. Accordingly, the Commission’s consideration of the
restructuring and competitive market development- related aspects of the Joint Proposal is the
potential action that has been evaluated in this Assessment.

The Joint Proposal does not require any construction activities which would directly
affect the environment. As a result, consideration of the terms of the Joint Proposal is an
"unlisted" action as defined in 6 NYCRR 617. While 6 NYCRR 617.6 generally calls for the use
of the short EAF set forth at 6 NYCRR 617.20, Appendix C, because this action does not involve
physical construction as contemplated by the short EAF, a narrative EAF has been utilized

L. Case 00-E-1273

Case 00-E-1273 was occasioned by the implementation of the Commission’s policy of
supporting increased competition in electricity markets, which it adopted in Opinion No. 96-12
in Case 94-E-0952. Case 00-E-1273 was preceded and required by Case 96-E-0909° in which,
by an Order issued February 19, 1998 and by Opinion No. 98-14 issued June 30, 1998, the
Commission adopted an electric rate and restructuring plan for the Company pursuant to the
Commission’s policy of supporting increased electricity market competition as adopted in Case
94-E-0952.

* Opinion No. 98-14 at 41.

* A narrative EAF has also been used in similar cases. See, Case 99-G-0336, Niagara
Mohawk Power Corporation - Gas Multi-Year Rate and Restructuring Proposal, Opinion No. 00-
9 issued July 27, 2000; Case 99 -G-1469, Brooklyn Union Gas Company - Multi-Year
Restructuring Agreement, Order Establishing Interim Rate Plan issued December 26, 2000; Case
98-G-1589, Rochester Gas and Electric Corporation - Plans for Gas Rates and Restructuring
Order Adopting Terms of Joint Proposal issued February 28, 2001.

>

5 n tri tion's Plans for Electric Ra

| R g P Opinion No. 96-12
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Case 00-E-1273 and the Joint Proposal address ratemaking associated with the
restructuring of the Company from a vertically integrated utility to a delivery service company, as
envisioned by the Commission in Case 94-E-0952 and implemented, to the extent of the
Company’s divestiture of its fossil fueled generating units and measures to promote retail access,
in Case 96-E-0909. This is in the form of removing from rates those charges associated with the
Company’s former interests in fossil fueled generating units and establishing the methods and
procedures for customer acquisition of and payment for electric supply provided by marketers.

- Case 00-E-1273 and the Joint Proposal additionally address the furtherance of the Commission’s
policy of supporting increased competition in electricity markets by unbundling rate elements
and providing back-out credits to customers who take supply service from ESCOs or marketers,
funding increased customer understanding of competitive electricity supply options and efforts
to obtain input from ESCOs and marketers regarding the furtherance of the development of a
competitive retail electricity supply market in the Company’s service territory.

On May 3, 1996, the Commission issued a Final Generic Environmental Impact
Statement (“FGEIS™) in Case 94-E-0952 with respect to the proposed action of adopting a policy
supporting increased competition in electricity markets. In adopting such policy in Opinion No.
96-12, the Commission found that the FGEIS “did not identify reasonably likely significant
adverse impacts” of the action except with respect to air quality, energy efficiency and research
and development in response to which the Commission adopted mitigation measures including
monitoring the environmental impacts of the action. By Opinion No. 98-14 in Case 96-E-0909,
based on an EAF filed by the Company on June 17, 1997, the Commission found the potential
environmental impacts of the rate and restructuring plan for the Company therein adopted to be
“within the range of thresholds and conditions set forth in the FGEIS” thereby requiring no
further SEQRA action, but, “as a matter of discretion,” monitoring of the Company’s
restructuring and environmental impacts was implemented.®

2. Case00-G-1274

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-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

¢ Opinion 96-12 at 76-81.
7 Opinion 98-14, Appendix D.

¥ Opinion 98-14 at 41-42.



address customer inertia."* The Commission conducted an analysis under the State
Environmental Quality Review Act, determined that there would be no significant environmental
impact from adoption of the Gas Policy Statement and issued a Notice of Determination of
Non-Significance.'

Case 00-G-1274 and the Joint Proposal address the furtherance of the Commission’s
policy of supporting increased competition in natural gas retail supply markets by unbundling
rate elements and providing back-out credits to customers who take supply service from
marketers, funding increased customer understanding of competitive gas supply options and
funding efforts to obtain input from marketers regarding the furtherance of the development of a
competitive retail gas supply market in the Company’s service territory. In that regard the Joint
Proposal is similar in principle to gas restructuring settlements pursuant to the Gas Policy
Statement of other companies that have been approved by the Commission. !

Specific environmental impacts that might result from the Joint Proposal are highly
unlikely. The Joint Proposal will not cause direct environmental effects because the Joint
Proposal does not involve physical activities that might have impacts on the environment.
Instead, the Joint Proposal might contribute to the creation of circumstances that subsequently
induce activities which might cause environmental effects.

In preparing this environmental assessment, the Signatory Parties have set out an
evaluation of a range of potentially conceivable secondary consequences of the Joint Proposal in
order to assist the Commission in its evaluation of this matter. 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.

A.  Impacton Air

The Signatory Parties were unable to identify any direct effects on air emissions resulting
from the Joint Proposal. The Commission, however, clearly contemplated the possibility that

® Gas Policy Statement at 3-4.
' Gas Policy Statement at 9.

' Case 99-G-0336, Ni hawk Pow ration - i-
Restructuring Proposal, Opinion No. 00-9 issued July 27, 2000; Case 99 -G-1469, Brooklyn

Union Gas Company - Multi-Year Restructuring Agreement, Order Establishing Interim Rate
Plan issued December 26, 2000; Case 98-G-1589, i i

Rochester Gas and Electric Corporation -
Plans for Gas Rates and Restructuring, Order Adopting Terms of Joint Proposal issued F ebruary

28, 2001.
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increased competition could promote increased energy usage and, thereby, have adverse air
quality impacts. The Signatory Parties believe that the provisions of the Joint Proposal intended
to further the Commission’s policy of supporting the development of competitive markets for
retail energy will neither directly nor indirectly affect the supply market prices in a manner that
would encourage increased energy usage not within the range of thresholds and conditions set
forth in the FGEIS in Case 94-E-0952 or not within that contemplated by the Commission in its
Determination of Non-Significance reached in connection with the Gas Policy Statement. The
Signatory Parties also believe that the associated unbundling of the Company’s rates as provided
for in the Joint Proposal will not result in delivery service rates that would encourage energy
usage not within the range of thresholds and conditions set forth in the FGEIS in Case 94-E-0952
or not within that contemplated by the Commission in its Determination of Non-Significance
reached in connection with the Gas Policy Statement. As a result, the Signatory Parties believe
that any impacts on air quality resulting from the Joint Proposal are within the range of
thresholds and conditions set forth in the FGEIS in Case 94-E-0952 and within those
contemplated by the Commission in its Determination of Non-Significance reached in connection
with the Gas Policy Statement.

B.  Impact on Water

The Signatory Parties were unable to identify any direct effects on water quality resulting
from the Joint Proposal. As discussed in the Impact on Air section above, the Joint Proposal
could result in an increased demand for electricity or natural gas. This increased demand in turn
could contribute to the need to construct new production, transmission or 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 applicable federal and state
environmental regulatory requirements including SEQRA review prior to construction. As a
result and as the Commission found with respect to gas restructuring, "these speculative impacts
need not be considered at this time."'? With regard to electric restructuring, this similar potential
effect would be within the range of thresholds and conditions set forth in the FGEIS in Case 94-
E-0952.

C.  Impacton Land

The Signatory Parties were unable to identify any direct effects on land use resulting from
the Joint Proposal. However, as indicated above, new construction or expansion of production,
transmission or distribution facilities could have potential environmental impacts. These impacts,
however, would be mitigated by regulatory requirements and SEQRA review at the time as noted
by the Commission in its Determination of Non-Significance reached in connection with the Gas
Policy Statement and within the range of thresholds and conditions set forth in the FGEIS in
Case 94-E-0952.

? Gas Policy Statement, Notice of Determination of Non-Significance at 1-2.
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D.  Impact on Plants and Animals

The Signatory Parties were unable to identify any direct effects on plants and animals
resulting from the Joint Proposal. However, as indicated above, new construction or expansion
of production, transmission or distribution facilities could have potential environmental impacts.
These impacts, however, would be mitigated by regulatory requirements and SEQRA review at
the time as noted by the Commission in its Determination of Non-Significance reached in
connection with the Gas Policy Statement and within the range of thresholds and conditions set
forth in the FGEIS in Case 94-E-0952.

E.  Impact on Agricultural Land Resources

The Signatory Parties were unable to identify any direct effects on agricultural land
resources resulting from the Joint Proposal. However, as indicated above, new construction or
expansion of production, transmission or distribution facilities could have potential
environmental impacts. These impacts, however, would be mitigated by regulatory requirements
and SEQRA review at the time as noted by the Commission in its Determination of
Non-Significance reached in connection with the Gas Policy Statement and within the range of
thresholds and conditions set forth in the FGEIS in Case 94-E-0952.

F.  Impact on Aesthetic Resources

The Signatory Parties were unable to identify any direct effects on aesthetic resources
resulting from the Joint Proposal. However, as indicated above, new construction or expansion
of production, transmission or distribution facilities could have potential environmental impacts.
These impacts, however, would be mitigated by regulatory requirements and SEQRA review at
the time as noted by the Commission in its Determination of Non-Significance reached in
connection with the Gas Policy Statement and within the range of thresholds and conditions set
forth in the FGEIS in Case 94-E-0952.

The Signatory Parties were unable to identify any direct effects on historic and
archeological resources resulting from the Joint Proposal. However, as indicated above, new
construction or expansion of production, transmission or distribution facilities could have
potential environmental impacts. These impacts, however, would be mitigated by regulatory
requirements and SEQRA review at the time as noted by the Commission in its Determination of
Non-Significance reached in connection with the Gas Policy Statement and within the range of
thresholds and conditions set forth in the FGEIS in Case 94-E-0952.



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 Joint Proposal. However, as indicated above, new construction or
expansion of production, transmission or distribution facilities could have potential
environmental impacts. These impacts, however, would be mitigated by regulatory requirements
and SEQRA review at the time as noted by the Commission in its Determination of
Non-Significance reached in connection with the Gas Policy Statement and within the range of
thresholds and conditions set forth in the FGEIS in Case 94-E-0952.

I Impact on Transportation

The Signatory Parties were unable to identify any direct effects on transportation resulting
from the Joint Proposal. However, as indicated above, new construction or expansion of
production, transmission or distribution facilities could have potential environmental impacts.
These impacts, however, would be mitigated by regulatory requirements and SEQRA review at
the time as noted by the Commission in its Determination of Non-Significance reached in
connection with the Gas Policy Statement and within the range of thresholds and conditions set
forth in the FGEIS in Case 94-E-0952.

J.  Impact on Energy

The Commission clearly contemplated the possibility that increased competition could
promote increased energy usage. The Signatory Parties believe that the provisions of the Joint
Proposal intended to further the Commission’s policy of supporting the development of
competitive markets for retail energy will neither directly nor indirectly affect the supply market
prices in a manner that would encourage increased energy usage not within the range of
thresholds and conditions set forth in the FGEIS in Case 94-E-0952 or not within that
contemplated by the Commission in its Determination of Non-Significance reached in connection
with the Gas Policy Statement. The Signatory Parties also believe that the associated unbundling
of the Company’s rates as provided for in the Joint Proposal will not result in delivery service
rates that would encourage energy usage not within the range of thresholds and conditions set
forth in the FGEIS in Case 94-E-0952 or not within that contemplated by the Commission in its
Determination of Non-Significance reached in connection with the Gas Policy Statement.

K. ise an rl

The Signatory Parties were unable to identify any direct noise and odor effects resulting
from the Joint Proposal. However, as indicated above, new construction or expansion of
production, transmission or distribution facilities could have potential environmental impacts.
These impacts, however, would be mitigated by regulatory requirements and SEQRA review at
the time as noted by the Commission in its Determination of Non-Significance reached in
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connection with the Gas Policy Statement and within the range of thresholds and conditions set
forth in the FGEIS in Case 94-E-0952.

L.  Impact on Public Health

The Signatory Parties were unable to identify any direct effects on public health resulting
from the Joint Proposal because under the Joint Proposal the Company would continue to have
the responsibility to maintain its facilities for the transmission and distribution of natural gas and
electricity in conformance with all applicable regulatory requirements.

The Joint Proposal’s effect of reducing the cost of electricity and gas to consumers will
have a positive effect on the economic well-being of communities in the Company’s service
territory. Price reductions along with the funding of economic development initiatives as
provided for in the Joint Proposal will encourage local business growth and the retention and
growth of employment. They will also encourage the relocation of businesses to the Company’s
service territory from outside New York State. In addition, the Joint Proposal includes incentive
regulation provisions which encourage the education of consumers regarding energy competition
to facilitate the development of the competitive retail energy supply market.

It is possible that lower gas prices could lead to a potential for gas distribution franchise
expansions, as the Commission has recognized previously. The potential for such expansions
under the Joint Proposal is limited, however, in light of the 20% penetration limitations on the
availability of the gas back out credits. Therefore, the potential impacts are considered to be
indistinguishable from those that would occur in the absence of the Joint Proposal.

IV.  Significance of Environmental Impacts

After a review of the changes called for under the Joint Proposal, the Signatory Parties
conclude that no further environmental review is necessary with respect to the Joint Proposal. No
significant environmental impact which would result from the subject Joint Proposal was
identified. Any potential effects are within the range of thresholds and conditions set forth in the
FGEIS in Case 94-E-0952 with respect to electric restructuring and within the Commission’s
Determination of Non-Significance in Cases 93-G-0932 and 97-G-1380 with respect to gas
restructuring.



