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CASE 20-E-0428 - Proceeding on Motion of the Commission as to
the Rates, Charges, Rules and Regulations of
Central Hudson Gas & Electric Corporation for
Electric Service.

CASE 20-G-0429 - Proceeding on Motion of the Commission as to
the Rates, Charges, Rules and Regulations of
Central Hudson Gas & Electric Corporation for
Gas Service.

CASE 20-M-0134 - Petition of Central Hudson Gas & Electric
Corporation for Approval, Pursuant to Public
Service Law, Section 113(2), of a Proposed
Disposition of Sales Tax Refund.

ORDER ADOPTING TERMS OF JOINT PROPOSAL AND
ESTABLISHING ELECTRIC AND GAS RATE PLAN

(Issued and Effective November 18, 2021)

BY THE COMMISSION:

I. INTRODUCTION

This order establishes a three-year rate plan for
electric and gas service provided by Central Hudson Gas &
Electric Corporation (Central Hudson or the Company) for the

period July 1, 2021, through June 30, 2024. The order adopts
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terms of a Joint Proposal (JP) executed by Central Hudson; trial
staff of the New York State Department of Public Service
(Staff); Multiple Intervenors (MI); the Public Utility Law
Project of New York, Inc. (PULP); the New York Geothermal Energy
Organization (NY-GEO); the Utility Intervention Unit of the New
York State Department of State (UIU); Alliance for a Green
Economy (AGREE); Dutchess County; the New York Power Authority
(NYPA); Family Energy, Inc. (Family Energy); Marathon Power LLC
(Marathon Power); and M&R Energy Resources Corporation (M&R).

As more fully discussed throughout this order, we find
that the JP ensures Central Hudson’s continued provision of safe
and reliable service, mitigates impacts to ratepayers suffering
the financial consequences of the COVID-19 Pandemic (Pandemic)
and complies with New York’s Climate Leadership and Community

Protection Act (CLCPA).!

IT. BACKGROUND OF THE PROCEEDINGS

Central Hudson distributes electricity to more than
300,000 customers and natural gas to about 84,000 customers in the
Mid-Hudson River Valley Region of New York. The Company’s most
recent rate plan was adopted in a rate order issued in June 2018,
when the Commission approved a three-year electric and gas rate
plan.?

On August 27, 2020, Central Hudson filed tariff leaves
and testimony seeking to increase its electric and gas delivery

revenues based on a rate year starting July 1, 2021, and ending

1 The CLCPA sets forth New York’s ambitious policy goals in the
fight against climate change (see Chapter 106 of the Laws of

2019) .
2 Cases 17-E-0459 and 17-G-0460, Central Hudson Gas & Electric
Corporations - Rates, Order Approving Rate Plan (issued

June 14, 2018) (2018 Rate Order).

_5_
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June 30, 2022; the Company’s filing also included select
financial information for two additional rate years. Central
Hudson’s proposed delivery rates were designed to produce an
annual electric delivery revenue increase of approximately $32.8
million and an annual gas delivery revenue increase of $14.4
million, resulting in base delivery revenue increases of 8.4%
and 12.1%, respectively, or total bill increases for an average
residential customer of 6.2% and 8.0%, respectively.3 Central
Hudson requested an overall return on equity of 9.1% and an
equity ratio of 50%.4

On September 8, 2020, the Public Service Commission
(Commission) suspended the Company’s rate filings and initiated
these proceedings to examine the Company’s proposals.® One month
later, the presiding Administrative Law Judges (ALJs) conducted
a procedural and technical conference. By ruling issued
October 14, 2020, they established a procedural schedule for
filing initial testimony, with December 22, 2020, as the
deadline for submissions by Staff and intervenors and January
22, 2021, as the deadline for rebuttal testimony.?®

Staff, MI, UIU, PULP, NYPA, Citizens for Local Power
(Citizens), Bob Wyman, Jeanne Bergman and Simon Strauss timely
filed direct testimony, but testimony from the Town of
Saugerties (Saugerties or the Town) was not received until
December 29, 2020. 1In its testimony, Staff recommended a one-
year $12 million decrease for electric delivery revenues and a
$5.9 million increase for gas delivery revenues, with the latter

offset by $2.9 million in rate moderators; Staff also

3 Hearing Exhibit 75, JP, p. 2.
4 Hearing Exhibit 129, DPS Staff Statement in Support, p. 3.

5 Notice of Suspension of Effective Date of Major Rate Changes
and Initiation of Proceedings.

6 Procedural Ruling, p. 2.
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recommended an 8.7% return on equity and a 48% common equity
ratio.’

In a letter dated January 12, 2021, Central Hudson
moved to exclude the Town’s testimony, asserting that it was
untimely and submitted in improper form. Citizens, PULP, and
Saugerties responded to the motion, arguing that any alleged
procedural deficiencies in the testimony were outweighed by its
substantive value, particularly given the Town’s status as “an
important municipality” representing the interests of
ratepayers.® The ALJs denied Central Hudson’s motion, agreeing
that Saugerties should not be deprived of an opportunity to
contribute to the record in this proceeding.?®

Rebuttal testimony and exhibits were filed by Central
Hudson on January 22, 2021. One week later, the Company filed a
Notice of Impending Settlement Negotiations, and negotiations
subject to the Commission’s Settlement Rules and Guidelines
began on February 4, 2021, continuing into August 2021.10
Relatedly, on March 31, 2021, Central Hudson consented to an
extension of the suspension period through and including
September 21, 2021, subject to a “make-whole” provision that
would keep the Company and its customers in the same financial

position they would have been in absent the extension.ll! The

7 Hearing Exhibit 120, Staff Policy Panel testimony, pp. 13,
19.

8 While acknowledging that its testimony was submitted after
the deadline, Saugerties added that its representative was
ill in November and that he lacked adequate technological
resources while working from home in December during the
Pandemic.

° Ruling on Motion to Exclude Testimony (issued January 22,
2021), p. 3.

10 See 16 NYCRR Section 3.09.

11 Maximum Suspension Period Extension Letter (filed March 31,
2021) .

-7 -
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Company subsequently agreed to a similar extension through and
including November 20, 2021.12

Settlement negotiations ultimately proved successful,
resulting in the filing of the JP on August 24, 2021. As
indicated above, the JP is signed by Central Hudson, Staff, MI,
PULP, NY-GEO, UIU, AGREE, NYPA, Dutchess County, Family Energy,
Marathon Power, and M&R (collectively, the Signatory Parties).
All but the latter three entities filed statements in support of
the JP; Citizens filed a statement on the JP and Bob Wyman filed
a statement opposing the JP. Central Hudson, Staff, and MI
filed letters in response to the Wyman and Citizens’
submissions, and an evidentiary hearing was conducted on
October 6, 2021.

The Signatory Parties represent governmental,
environmental, and commercial entities, as well as customer
groups. They maintain that the JP balances their varied
interests while also ensuring the Company’s continued provision
of safe and reliable service, furthering the goals of the CLCPA,
and mitigating impacts to ratepayers, particularly those
suffering from the ongoing financial effects of the Pandemic.?!3

Citizens applauds provisions in the JP that expand
eligibility to energy affordability programs and accommodate
Central Hudson’s Spanish-speaking customers, but it takes issue
with the proposed rate of return and the JP’s purported failure
to expressly include a debt relief mechanism for customers
struggling to pay their utility bills. Wyman’s opposition is
premised on his beliefs that (1) geothermal heat pump users
should not be included in the same rate classes as those who do

not use geothermal heat pumps, (2) the current source of funding

12 Letter re Further Extension of Suspension Period (filed
July 16, 2021).

13 Hearing Exhibit 75, JP, p. 6.

_8_
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for the Geothermal Rate Impact Credit (GRIC) should be
maintained, and (3) the CLCPA’s anticipated impact on future gas
sales requires a new formula for assigning value to depreciating

gas-related assets. Each of these matters is addressed below.

A. Sales Tax Refund Proceeding

On October 16, 2019, as the result of a reverse sales
tax audit that it had initiated with the New York State
Department of Taxation and Finance six months earlier, Central
Hudson was granted a $3,364,414 refund. On March 16, 2019, the
Company filed a petition pursuant to Public Service Law (PSL)
§113(2) advising of the refund and seeking approval for its
proposal to distribute the funds.!?® More specifically, the
petition reflected Central Hudson’s plan to (1) expense the
$841,103 it was charged by its tax consultants in connection
with the audit, (2) allocate $1,929,711 to capital work orders
and/or deferred storm and environmental site investigation
remediation balances - ostensibly for the “immediate benefit” of
its customers, and (3) retain the remaining $593,600 for its
shareholders.!®> As the petition was admittedly filed beyond the
60-day time limit required by 16 NYCRR §89.3, Central Hudson
also requested a waiver of that provision.!16

MI and Citizens filed responses to the petition; while
neither was opposed to Central Hudson’s waiver request, both
asserted that any costs associated with the delay that were

borne by the Company’s customers should be returned to those

14 Case 20-M-0134, Petition for Approval of a Proposed
Disposition of Sales Tax Refund (filed March 16, 2020).

5> Id., pp. 4-6.
6 Id., pp. 2-3.
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customers.!” They also opined that the $841,103 accounting fee
was excessive and unsupported in the record.!® Both similarly
maintained that Central Hudson failed to justify its retention
of the $593,600, and they offered alternative proposals for
disbursement of the refund, with MI calling for immediate bill
credits and Citizens recommending the creation of two funds -
one for customers requiring financial assistance due to the
Pandemic and the other to incentivize the Company’s middle- and
low-income customers to make energy efficiency improvements to
their homes and businesses.!?

Shortly after Citizens’ response was submitted, the
Company filed a Notice of Impending Settlement Negotiations
indicating that such negotiations would take place within the
context of these rate proceedings. Pursuant to the instant JP,
the entire sales tax refund would be used to moderate rates and
would be allocated 52%/48% to the Company’s electric and gas
customers, respectively. We discuss this proposed resolution

below.

ITT. PUBLIC COMMENTS AND NOTICE OF PROPOSED RULEMAKING

Pursuant to State Administrative Procedure Act (SAPA)
§202 (1), Notices of Proposed Rulemaking were published in the
State Register on November 11, 2020 (20-E-0428SP1 and 20-G-
0429SPl) and June 10, 2020 (20-M-0134SP2).

On September 30, 2020, a notice was issued describing
the Company’s rate filing and announcing that virtual public
statement hearings would be conducted in the afternoon and

evening on October 28, 2020. The notice further stated that

17 MI, Comments on Tax Petition (filed June 18, 2020); Citizens,
Letter from Citizens for Local Power, (filed August 10,
2020) .

18 1d.

19 1d.

_10_
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comments could also be submitted by email, regular mail, or
through the Commission’s toll-free opinion line. On August 27,
2021, another notice was issued inviting public comments on the
JP.

The afternoon session on October 28, 2020, was
attended by 20 people with 10 speakers, while the evening
session was attended by 10 people with four speakers.?0 Most
commenters urged the Commission to reject a rate increase,
asserting that it would be particularly inappropriate to raise
rates during the Pandemic. Others cited the need to combat
climate change, opposing the Company’s continued investment in
gas infrastructure and emphasizing that its new rate plan should
be consistent with the CLCPA. One commenter stated that the
Company’s website should be more user-friendly for Spanish
speakers and that its staff should be more diverse.

In addition to those made at the public statement
hearings, approximately 75 comments were filed with the
Commission’s Secretary. Most of these echoed the assertion that
it would be improper to raise rates during the Pandemic, and
others requested that the Company implement debt-forgiveness
measures to assist the many customers in arrears. Some
commenters were also critical of the Company’s customer service.

Two comments, from Dutchess County and the
International Brotherhood of Electrical Workers Local Union 320,
were submitted after the filing of the JP and the associated
notice issued on August 27, 2021. Both expressed support for
the JP, indicating that it includes bill discounts for Central
Hudson’s most vulnerable customers, advances the goals of the
CLCPA and ensures the Company’s continued provision of safe and

reliable service.

20 Commissioner Burman was present during both hearings.

_11_
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IV. SUMMARY OF JOINT PROPOSAL

A. Term2l

The JP proposes a three-year rate plan for Central
Hudson’s electric and gas businesses that would begin on
July 1, 2021, and continue until June 30, 2024. Rate Year 1
consists of the 12-month period beginning on July 1, 2021, and
ending on June 30, 2022. Rate Years 2 and 3 consist of the next
two successive 12-month periods ending June 30, 2023, and June
30, 2024, respectively. Unless specifically noted otherwise,
the provisions of Rate Year 3 would remain in effect until

superseding rates or terms become effective.

B. Revenue Requirements2Z

The JP would decrease electric base delivery revenues
in Rate Year 1 but increase such revenues in Rate Years 2 and 3.
Gas base delivery revenues would increase in each of the three
rate years. More specifically, for electric delivery revenues,
the JP recommends a $3.1 million decrease in Rate Year 1 and
increases of $19.5 million and $20.7 million in Rate Years 2 and
3, respectively; gas delivery revenues would increase $4.7
million in Rate Year 1, $6.3 million in Rate Year 2, and $6.4
million in Rate Year 3. To mitigate the customer bill impacts
that would be associated with these increases, the proposed
increases have been moderated by using available regulatory
liabilities as credits. The Signatory Parties have also agreed
that the Rate Year 1 electric delivery revenue decrease will be
evenly spread across the three rate years, such that Rate Years
2 and 3 will be moderated by an additional $2 million.

After the $2 million moderation in Rate Year 1 and

applying bill credits totaling $9.5 million in Rate Year 2 and

21 Hearing Exhibit 75, Jp, § III.
22 1d., § IV.

_12_
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$21.5 million in Rate Year 3, the net electric delivery revenues
will reflect a $1.1 million decrease in Rate Year 1 and
increases of $8.0 million and $8.7 million in Rate Years 2 and
3, respectively. After applying credits totaling 0.8 million in
Rate Year 1, $3.2 million in Rate Year 2, and $5.6 million in
Rate Year 3, the net gas delivery revenue increases will be $3.9
million in Rate Year 1, $3.9 million in Rate Year 2, and $4.0
million in Rate Year 3.

For the typical residential electric service customer,
these revenue changes would yield a $0.33 decrease in the
average monthly bill during Rate Year 1, a $1.72 increase in
Rate Year 2 and a $1.82 increase in Rate Year 3. The average
monthly bill of the typical gas service customer would increase
by $1.64 in Rate Year 1, $2.17 in Rate Year 2, and $1.50 in Rate
Year 3.

Finally, because Commission approval of the proposed
rates 1s occurring after July 1, 2021, the Signatory Parties
have agreed to a make-whole provision pursuant to which Central
Hudson would recover shortfalls and refund over-collections,
such that both it and its ratepayers would be in the same
position had Rate Year 1 rates gone into effect as of that date.
Revenue adjustments for the make-whole period would be
calculated at the difference between sales revenues the Company
would have billed at new rates compared to the sales revenues at
existing rates during the period from July 1, 2021, until the

date that new rates become effective.

C. Equity Ratios, Return on Equity and Earnings Share
Mechanism23

The revenue requirements of the proposed rate plan are

based on a capital structure with a common equity ratio of 50%

_13_
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in Rate Year 1, 49% in Rate Year 2, 48% in Rate Year 3, and an
allowed return on common equity (ROE) of 9.0%. The JP includes
an earnings sharing mechanism (ESM) that is triggered if the
Company’s actual ROE exceeds 9.5% in any rate year (after
certain adjustments). Earnings above 9.5% to 10% would be
shared equally between Central Hudson and ratepayers; ratepayers
would receive 75% of any earnings greater than 10% up to 10.5%;

and ratepayers would receive 90% of any earnings over 10.5%.

D. Electric and Gas Revenue Allocation and Rate Design24

Appendix L to the JP sets forth the electric and gas
rate allocations agreed upon by the Signatory Parties, while
Appendix M sets forth the agreed-upon rate design.

Both the proposed electric revenue allocation and the
proposed gas revenue allocation reflect compromises amongst the
Signatory Parties. For electric, the compromise resulted in no
single Embedded Cost of Service study forming the basis for
revenue allocation in the JP; for gas, the JP adopts a uniform
increase of a revenue allocation factor of 1.00 to each service
class.

The electric bill credits will be refunded to
customers on kilowatt-hour (kWh) or kilowatt (kW) basis through
the existing Electric Bill Credit Mechanism and will be
allocated to each service class in proportion to class
responsibility for the delivery rate increase, except for the
legacy hydro revenue imputation.?> The gas bill credits will be

refunded to customers on a hundred cubic feet (Ccf) basis

24 Id., § X.

25 Legacy Hydro Generation is discussed in Appendix Y to the JP.

_14_
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through the existing Gas Bill Credit Mechanism<#® and will
similarly be allocated to each service class in proportion to
class responsibility for the overall delivery rate increase.

The gas rate design agreed upon by the Signatory
Parties reflects the implementation of the first three years of
a planned five-year phase-out of gas declining block rates.
After the first three years, the phase-out will be paused at
Rate Year 3 levels, with implementation of the final two-year
phase-out considered within the context of a future rate plan.
Central Hudson will notify Energy Affordability Program (EAP)
gas customers who may be impacted by the new gas tail block rate
structure?’ and develop an associated informational page for its
website.

E. Net Plant Targets and Reconciliations28

1. Electric and Gas Net Plant Targets2?

Schedule 1 to Appendix C of the JP sets forth the
depreciation expense targets and the net plant targets upon
which the electric and gas revenue requirements are based
(exclusive of Enterprise Resource Planning [ERP] Phase IITI,

which is discussed separately below). Such targets apply only

26 This mechanism is applicable to firm Service Classifications
(sc) 1, 2, 6, 11 (Distribution Large Mains [DLM],
Distribution [D] and Transmission [T]), 12 and 13.

27 Customers will be provided an explanation of the rate design
change and informed of actions they can take to reduce or
eliminate bill impacts they might experience under the new
rate structure.

28 Hearing Exhibit 75, JP, § V.A.

29 Actual Net Plant and the Net Plant Targets are comprised of
the following components: 1) the Average Electric or Gas Net
Plant; 2) the Average Electric or Gas Non-Interest Bearing
Construction Work in Progress; 3) the Average Common Net
Plant allocated to Electric or Gas; and 4) the Average Common
Non-Interest Bearing Construction Work in Progress allocated
to Electric or Gas. Hearing Exhibit 75, JP, § V.A.Ll.

_15_
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to the time periods specified in the JP. Actual average
electric and gas net plant balances will be calculated via the
methods described in Appendix C, Schedule 2.

2. Net Plant Target Reconciliations39

Pursuant to the JP, actual electric and gas net plant
balances and depreciation expense will be reconciled to the
combined electric and gas net plant and depreciation expense
targets for Rate Year 1, Rate Year 2, and Rate Year 3 on an
annual Rate Year basis. The revenue requirement impact (i.e.,
return and depreciation as described in Appendix C) resulting
from the total difference (be it positive or negative) between
actual average net plant balances and depreciation expense and
the combined target levels will carry forward for each of the
Rate Years and will be calculated algebraically at the end of
Rate Year 3.

3. Deferral for the Benefit of Ratepayers3i

If the cumulative incremental revenue requirement
impact from net plant and depreciation expense differences is
negative at the end of Rate Year 3, Central Hudson will defer
the revenue requirement impact for the benefit of customers. If
at that time the cumulative incremental revenue requirement is
positive, there will be no deferral. 1In the former scenario,
the Company will apply carrying charges at the pre-tax rate of
return to the amount deferred from the end of Rate Year 3 until
the date the Company’s next rate order becomes effective.

4. Capital Expenditures Reporting Requirements32

Central Hudson will continue to provide Staff with a
yearly report on its capital expenditures during the prior year;

the report is due annually by March 1 and will include an

300 Hearing Exhibit 75, JP, § V.A.3.
31 Id., § V.A.4.
2. 1d., § V.A.S5.

_16_
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explanation of any cost variance between the approved budget and
an actual expenditure greater than 10% for any single project
identified in the Company’s Major Capital Project Report shown
on Sheet 1 of Appendix E to the JP. The Company will also
continue to file its five-year capital investment plan with the
Secretary by July 1 each year. The proposed three-year capital
investment plan is set forth in Appendix X.

Quarterly capital variance reports will also be filed
with the Secretary within 45 days of the end of the first,
second, and third quarters, while an annual such report is due
within 60 days of the end of the calendar year. These reports
will be filed in a format similar to that presented on Sheet 2
of Appendix E.

5. ERP Phase III Deferral, Reconciliation, Deferral
Accounting and Reporting Requirements33

Schedule 1 of Appendix D to the JP sets forth distinct
net plant, deprecation, and operation and maintenance (0O&M)
expense targets for the ERP Phase III project, which will be
tracked separately to protect customers from underspending
associated with ERP implementation. Total project costs are
subject to a cumulative cap and downward-only reconciliation.
Upon completion of the project, depreciation expense, net plant
and O&M costs will be reconciled via the calculation detailed in
Appendix D, Schedule 3.

Within 45 days of the start of Rate Year 2, the
Company will file an initial report outlining its strategy to
replace remaining portions of the ERP Phase III Mainframe in two
waves (Wave 1 - Finance and Wave 2 - EWAM). Thereafter, on a
quarterly basis, Central Hudson will provide reports summarizing

the program’s status to date, including variances from the

_17_
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initial report in budget, timeline, or scope.3* Starting in
2023, an annual report, submitted in lieu of the fourth
quarterly report, is due by March 1 of each year. These
reporting requirements will enhance Staff’s ability to monitor
the Company’s performance and more effectively manage project

costs.

F. Deferral Accounting3?

The JP provides for the continuation, without
modification, of numerous accounting deferrals for revenues,
expenses, and costs, including but not limited to, Environmental
Site Investigation and Remediation (SIR) Costs, Pension Expense
and Post-Employment Benefits Other than Pensions (OPEBs),
Property Taxes, Clean Energy Fund Costs and REV demonstration
projects.3® The JP details the modification of several other
2018 Rate Order accounting deferrals, including the ESM,
Economic Development, the Electric Revenue Decoupling Mechanism
(RDM) , the Gas RDM, and Danskammer Gas Revenues. Accounting
deferrals from the 2018 Rate Order that will expire are also
listed in the JP - these include Consumer Product
Electrification (formerly the Carbon Reduction Program), Gas
Leak Prone Pipe (LPP) (Positive Revenue Adjustment) Miles Above
Target and the Gas Methane Detection Plan/First Responder
Training Program. Finally, the JP lists the new accounting
deferrals that will be added.

Appendix F to the JP sets forth a summary listing of

deferrals and applicable examples, including the specific

34 These quarterly program reports are due 45 days after the
conclusion of each calendar quarter, beginning with the first
quarter following the filing of the initial report.

35 Hearing Exhibit 75, JP, § V.C.
36 Case 14-M-0101, Reforming the Energy Vision.
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deferral method and carrying charge for each. The accounting
deferrals authorized by the JP will not automatically terminate
at the end of Rate Year 3 but will instead continue until they

are expressly revoked or superseded.

G. Low Income Customer Provisions3?

Pursuant to the JP, the Company’s EAP will provide
bill discounts to customers based on the expanded eligibility
criteria and policies recently set forth in Commission case 14-
M-0565.3%8 The annual funding for these bill discount credits
total $9.9 million in Rate Year 1, $10.3 million in Rate Year 2,
and $10.8 million in Rate Year 3.

To support additional enrollment in EAP, the Company
will allocate its overcollection of Low-Income Bill Discount
Program funds; if current overcollection balances are exhausted
during the term of the rate plan due to higher than anticipated
enrollment levels, the Company will utilize its deferral for any
incremental funding. In the event of program underspending,
accumulated balances will be deferred for future use in EAP.

The Company will continue to waive reconnection fees, 3°
with the waiver authorized at an allowance of $51,600 for each
rate year and subject to symmetrical deferral.

The Signatory Parties are aware that many customers
have become financially incapable of paying their utility bills
due to the Pandemic, but believe assistance can be most

effectively and uniformly provided through state-wide policies

37 Id., § XI.

38 Programs to Address Energy Affordability for Low Income
Utility Customers, Order Adopting Energy Affordability Policy
Modifications and Directing Utility Filings (issued
August 12, 2021).

39 See Case 14-M-0565, supra, Order Approving Implementation
Plans with Modifications, p. 7 (issued February 7, 2017).
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emanating from the Commission’s generic COVID proceeding. 40
Nevertheless, in the event residential and small business
arrears related to the Pandemic have not been addressed by the
Commission before September 15, 2021, the JP calls for Central
Hudson’s commencement of a collaborative to discuss potential
resolutions. Within 45 days of the start of the collaborative,
the Company will file a report with the Commission identifying
its proposed arrears resolution program and requesting approval

to begin implementation.

H. Tariff-Related Mattersil

Existing tariff provisions and related rate making
will generally be continued, but with some exceptions and
modifications. These include: the cessation of GRIC funding
through the Electric RDM; expansion of the Gas RDM to include SC
11 (transmission, distribution and distribution large mains);
the Billing Services Credit?? will be updated to reflect the most
recent cost of service results; the interruptible revenue
imputation will be adjusted from $2.6 million to $3.2 million,
which considers the downward trend of historical revenues from
the combined interruptible classes, as well as excess revenue
from a new large customer; and a change to the under-delivery
cash-out rate so that it is based on a weighted average of the
Midpoint rate of Tennessee Zone 4 300 Leg, Millennium East,
Iroquois Zone 2 and Algongquin City gates plus the Company’s

weighted average costs of transportation and fuel losses, as

40 See Case 20-M-0266, Proceeding on Motion of the Commission
Regarding the Effects of COVID-19 on Utility Service.

41 Hearing Exhibit 75, JP, § XII.

42 Customers participating in the Company’s Retail Access
Program and receiving a consolidated bill are eligible for
this credit.
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opposed to using the higher of Iroquois Zone 2 and Algongquin

City gates.43

I. Economic Development?4

Pursuant to the JP, several of the Company’s Economic
Development programs will promote manufacturing growth in the
Hudson Valley through grants that are designed to expand
existing businesses, revitalize underutilized existing
structures to accommodate manufacturing, increase productivity,
and create higher-paying jobs in the service territory,?® while
the Company’s “Back to Business Program” will provide financial
assistance to small businesses impacted by the Pandemic,
enabling them to either re-open or continue operations.

By April 1, 2022, and annually thereafter, the Company
will provide the Commission with a report detailing its economic
development activity during the preceding calendar year. This
report will adhere to the requirements established in Commission

case 05-E-0934.14¢

43 Electric RDM and Gas RDM targets are set forth in Appendix O
to the JP.

44 Hearing Exhibit 75, JP, § XIII.

45 Associated programs include the “Manufacturing Building and
Infrastructure Program,” the “Manufacturing Productivity
Program,” and the “Expansion & Retention for Manufacturers
Grant Program.”

46 See Order Establishing Economic Development Plan Procedures
(issued August 24, 2009).
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J. Energy Efficiency Program and Heat Pump Program Costs4’

Consistent with relevant Commission orders, “® the cost
of the Company’s Energy Efficiency and Heat Pump programs will
be collected in base rates. Base delivery rates implemented in
the JP reflect program costs authorized by the 2020 Energy
Efficiency Order?? offset by available regulatory liabilities as
of December 31, 2020.

To mitigate electric bill impacts in all rate years,
Central Hudson will reduce the impact of incremental Energy
Efficiency and Heat Pump O&M expense levels by deferring 75% of
the cumulative difference between the rate allowances initially
included in revenue requirements and those included in the 2018
Rate Order. The reduced allowances are reflected in the rates
presented in the JP. Any cumulative deferred requlatory assets
can be collected through the Rate Adjustment Mechanism (RAM).
Further, the Company will defer any over-spending or under-
spending not reconciled through the RAM, with the difference to
be deferred until new rates are established.

For gas, the collection of Energy Efficiency costs
will be temporally coordinated to mitigate and level bill

impacts.

47 Hearing Exhibit 75, JP, § XIV.

48  See Case 18-M-0084, In the Matter of a Comprehensive Energy
Efficiency Initiative, Order adopting Accelerated Energy
Efficiency Targets (issued December 31, 2018) and Order
Authorizing Utility Energy Efficiency and Building
Electrification Portfolios Through 2025 (issued January 16,
2020) .

4% Case 18-M-0084, supra, Order Authorizing Utility Energy
Efficiency and Building Electrification Portfolios Through
2025 (issued January 16, 2020).
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K. Rate Adjustment Mechanism20

Central Hudson will continue its RAM to recover or
refund the net balance of RAM eligible deferrals and carrying
charges, positive revenue adjustments (PRAs), unencumbered
negative revenue adjustments (NRAs) and costs. RAM eligible
deferrals and costs shall be the difference between the amounts
provided for in base rates and actual costs, and all RAM
revenues and deferrals are subject to reconciliation. Specific
details regarding RAM eligible costs and mechanics, including
minimum and maximum threshold levels for annual recovery or

return, > can be found in Appendix G to the JP.

L. Electric Reliability??

The JP continues the Reliability Performance Mechanism
(RPM) established in prior rate orders, > but includes agreed
upon changes to the Company’s electric service annual metrics
for System Average Interruption Frequency Index (SAIFI), which
will be set at the following targets: 1.32 in 2021, 1.32 in
2022, 1.30 in 2023, and 1.30 in 2024.°¢ The Customer Average

Interruption Duration Index (CAIDI) target will remain 2.50 for

50 Hearing Exhibit 75, JP, § XV.

51 Annual RAM recovery or return is only triggered if the net
balance of RAM eligible deferrals satisfies specific
threshold levels.

52 Hearing Exhibit 75, JP, § XVI.

53 See Case 09-E-0888, Order Establishing Rate Plan (issued
June 18, 2010). To evaluate reliability on a calendar year
basis, the RPM monitors and compares outage frequency and
duration to predetermined targets or threshold values.

54 SATFI reflects the average number of times that a customer’s
service is interrupted for five minutes or more in a year.
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calendar years 2021 through 2024.5% If the Company fails to
achieve these SAIFI and CAIDI targets, it may incur up to 30
basis points in negative revenue adjustments.

Appendix Q to the JP sets forth electric reliability
reporting and meeting requirements, the source for revenue

adjustments, and exclusions.

M. Gas Safety MetricsS36

The JP motivates Central Hudson to improve its
performance in various gas safety categories, including
emergency response, leak management, damage prevention and
regulatory compliance as set forth in the tables below. In
total, 22 basis points of PRAs are available to the Company if
it exceeds established performance targets, while 150 basis
points in NRAs may be incurred if the Company fails to achieve
such targets.

Gas emergency response time metrics and related

NRAs/PRAs will be:

Emergency Response Percent Completed (NRA) /PRA (BPs)
Time
30 Minute Response > 92% 6
2 89% - < 92% 4
2 85% - < 89% 2
2 75% - < 85% 0
< 75% (12)
45 Minute Response < 90% (8)
60 Minute response < 90% (5)

5  CAIDI reflects the average interruption duration time in
hours for those customers that experience an interruption
during the year.

56 Hearing Exhibit 75, JP, § XVII.
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Beginning in 2022,

the following leak backlog targets and associated revenue

Central Hudson will be subject to

adjustments (gas, pre-tax):
Gas Leak Backlog # of Leaks (NRA) /PRA (BPs)
Total Year-End 2 90 (15)
Backlog
2 87 - < 89 (6)
2 66 — < 86 0
2 60 - £ 65 2
2 55 - < 59 4
< 54 6

Pursuant to the JP and Appendix R, damage prevention

targets and associated NRAs and PRAs®’ are:

Total Damage Rate (NRA) Basis Points PRA Basis Points
< 1.19 N/A 10

2 1.20 - < 1.25 N/A 6

2 1.25 - < 1.35 N/A 4

2 1.35 - < 1.65 0 N/A

2 1.65 - < 1.85 (5) N/A

2 1.85 - < 2.00 (10) N/A

2 2.00 (20) N/A

57 In addition to the PRA basis points listed in these first

three tables,

available through gas initiatives involving the Company’s

an additional 10 such points are potentially

utilization of recompression methods for methane capture

basis points per occurrence one time per year)
performance of municipal wide gas emergency drills

and
(four

basis points per occurrence up to two times per year).
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The non-compliance metric, as set forth in the JP and
Appendix R, maintains targets and associated NRAs from the 2018
Rate Order. More specifically, the Company will be assessed an
NRA for each High Risk or Other Risk occurrence,>® up to a
combined maximum of 75 basis points per calendar year, for 2022,

2023, and 2024 as follows:

Category Record Violations (NRA) BPs Per
Per Calendar Year Occurrence

High Risk

Records 1-5 0

Records 6-20 (1/2)

Records 21+ (1)

Field 1-20 (1/2)

Field 21+ (1)

Other Risk

Records 1-15 0

Records 16+ (1/4)

Field All violations (1/4)

Finally, beginning in 2022 the JP requires Central
Hudson to replace or eliminate a minimum of 15 miles of LPP per
year. The failure to achieve this target in any year will
subject the Company to an NRA of 15 basis points. Central
Hudson will seek alternatives to the replacement of pipelines
scheduled to be eliminated by bringing unprotected steel pipe
into cathodic protection, eliminating double runs of pipe, or
pursuing non-pipes alternatives with a positive Benefit Cost

Analysis.

56 A list of identified High Risk and Other Risk pipeline safety
regulations pertaining to this metric is found in Appendix S.
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N. Customer Servicesd

The terms of the JP include service quality metrics
and targets regarding the Company’s PSC Complaint Rate per
100,000 Customers, Residential Customer Satisfaction, Percent of
Calls Answered in 30 Seconds, and Appointments Kept. 60
Associated NRAs will be expressed as basis points, with a
gradual increase in the basis point amount over the three rate
years to reach a total NRA of 42 basis points in 2024 (15 basis
points for PSC Complaint Rate, 15 basis points for Residential
Customer Service Satisfaction and 12 basis points for Percent of
Calls answered by a Representative within 30 Seconds). Central
Hudson will continue to credit customers $20 per missed
appointment.

Inasmuch as the Company’s customers continue to suffer
financial consequences stemming from the Pandemic, the
Residential Service Terminations/Uncollectible Incentive
Mechanism will be paused for calendar years 2021 and 2022, and
the associated PRA ostensibly earned by the Company in 2020 will
not be collected. The JP authorizes Central Hudson to file a
petition with the Commission regarding its proposal for this
metric, if any, for calendar years 2023 and 2024.

As detailed in Appendix Z to the JP, the Company will
expand its Spanish language customer support channels, with
specific projects including a Spanish website where all web
pages and web forms will be presented in Spanish, a Spanish
Chatbot that will provide information in Spanish and links to
the Spanish website, a Spanish Mobile App, and Spanish Customer
Bills. The Company will also convene a Digital Customer

Community Panel to gather feedback on customer service-related

5% Hearing Exhibit 75, JP, § XVIII.

60 These Customer Service Performance Indicators are summarized
in Appendix T to the JP.

_27_



CASES 20-E-0428 et al.

issues like billing and payment assistant programs; the Panel
will be representative of the Company’s diverse service
territory.

Several provisions in the JP ensure that customers
will continue to receive electric and gas service during extreme
weather conditions, including Central Hudson’s agreement to
refrain from scheduling residential terminations on days that
are predicted to be below freezing or days on which the heat

index is forecasted to be 93 degrees or higher.

0. Outreach and Educationébl

The Company will continue to file an Outreach and
Education Plan with the Secretary by April 1 of each rate year.
This plan provides the Commission with information regarding the
Company’s anticipated communications and customer engagement
activities for the upcoming year, using related achievements

from the prior year as benchmarks.

P. Other Programs and Initiatives®2

Pursuant to the JP, the Company will continue its
Residential Methane Detection Program and its First Responder
Training Program, both of which will be funded through the
Company’s gas 0O&M expenses (the former with an annual cost of
3100,000 and the latter $50,000). Central Hudson will also
implement a Community Emergency Response Drill Program, which
will simulate gas emergencies to test and enhance the
communication protocols and logistics of first responder

organizations - gas operators, fire departments, police

61 Hearing Exhibit 75, JP, § XIX.
2 1d., § XX.
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departments or emergency medical services, among others - within
the community.®3

Additional programs detailed in the JP include the
Pipeline Safety Management System and the New York Pipeline
Emergency Response Initiative (both funded through the Company’s
gas 0O&M expenses), the Natural Gas Re-Compression for Methane
Capture Incentive, ® the Streetlight Dimming Energy Efficiency
Pilot and “Smart City Technologies.” We discuss a number of

these programs below.

Q. FEarnings Adjustment Mechanismsb2

The JP recommends adoption of 10 Earnings Adjustment
Mechanisms (EAMs), including the Low to Moderate Income EAM, the
Share the Savings EAM, the DER utilization EAM, the electric
vehicle (EV) Adoption EAM and the Electric Vehicle Supply
Equipment EAM. These proposed EAMs would incentivize the
Company to: (1) increase achieved electric and gas energy
efficiency; (2) increase electric system efficiency through peak
reduction and distributed energy resource utilization; (3)
reduce residential and commercial customers’ electric energy
intensity (total usage on a per customer basis); and (4) reduce
greenhouse gas emissions by facilitating the broader use of
electric vehicles.

Potential maximum earnings adjustments for Central
Hudson’s electric business are $3.9 million in calendar year
2022, $2.7 million in calendar year 2023, and $3.4 million in

calendar year 2024. With respect to its gas business, Central

63  See n. 54, supra.
64 Td.
65  Hearing Exhibit 75, JP, § XXI.
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Hudson can earn maximum adjustments of $0.18 million in 2022,
$0.19 million in 2023, and $0.42 million in 2024.

Each EAM is comprehensively described, with applicable
computation methods, in Appendix W to the JP.

R. Geothermal Rate Impact Creditb®

With certain modifications, the Company will continue
its GRIC program, which will no longer be funded through the RDM
but rather through the Heat Pumps budgets established in the
2020 Energy Efficiency Order.®” Eligibility for the program is
restricted to customers enrolled as of July 1, 2021, or to
residential customers who purchase a ground source heat pump and
participate in the Company’s Clean Heat Program; the latter
group of customers will be automatically enrolled. GRIC
eligibility will no longer require an annual or monthly
subscription to Insights+, as the customer facing component of
the program has been discontinued, and the annual $200 credit
will be paid by September 1 of each year.

The JP reflects the Signatory Parties’ agreement that
the GRIC will be eliminated upon the development of a
technology-agnostic rate structure® or by December 31, 2025, if

no such rate structure is developed by then.

66 Hearing Exhibit 75, JP, § XXII.

67 Case 18-M-0084, supra, Order Authorizing Utility Energy
Efficiency and Building Electrification Portfolios Through
2025 (issued January 16, 2020).

68  Examples referenced in the JP include opt-in standby or
demand rates, “or a rate that addresses the bill impact that
geothermal heat pump customers face under the current mass
market volumetric rate structure.” Mr. Wyman’s contentions
regarding the GRIC are addressed in the Discussion section
below.
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S. Climate and Energy Leadership Issuest?

Central Hudson will conduct a Geothermal District Loop
Feasibility Study to identify areas in the Company’s service
territory where the potential for geothermal district loop pilot
projects might exist. The study will be funded by electric
customers only and capped at $250,000.

If the study identifies a particular site that is
suitable for a pilot project, the Company will discuss further
project development with Staff that is consistent with (1) State
and Commission policies established in Case 20-G-0131;7% (2) the
framework for Reforming the Energy Vision demonstration projects
articulated in Case 14-M-0101;7! and (3) work currently being
performed by the New York State Energy Research and Development
Authority (NYSERDA) to develop community thermal systems.

Next, in furtherance of New York’s emissions
reductions targets and clean energy priorities as enunciated in
the CLCPA, Central Hudson has made a number of “environmental
sustainability” commitments, including: inventorying its direct
and indirect emissions; developing a plan to reduce its gas
emissions relative to 2019 activity; targeting cumulative
savings during the four-year period between 2021 and 2025 that
equate to approximately 2.5% from 2019 gas sales; targeting
cumulative savings during the same four-year period that equate
to approximately 6.9% of 2019 electric sales; targeting a 2%
reduction in electric sales volumes by 2025 through volt-var
optimization; and it will begin phasing-in the elimination of

the gas declining block rates, which promotes energy efficiency.

69 Hearing Exhibit 75, JP, § XXIITI.

70 Proceeding on Motion of the Commission in Regard to Gas
Planning Procedures.

71 Proceeding on Motion of the Commission in Regard to Reforming
the Energy Vision.
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Central Hudson will also cease offering incentives for
conversion from oil to natural gas and will modify its website
so that it does not promote the use of natural gas.’?

Finally, the JP allows for the discontinuation of the
Insights+ demonstration project, with any ongoing costs
associated with the program’s backend to be included in base

rates.

T. Sales Tax Refund?’3

Upon approval of the JP, all issues raised or
concerning Case 20-M-01347% would be resolved, with the entire
$3,364,414 refund used to moderate rates and allocated 52%/48%

between electric and gas rates, respectively.

V. DISCUSSION

Based on our review of the JP and the evidence and
arguments proffered by its proponents, we conclude that the JP
meets the criteria set forth in the Commission’s Settlement
Guidelines, 7> such that its terms should be adopted and
incorporated into a rate plan for Central Hudson for the next
three years. We find that all parties in the case were afforded
procedural protections, such that they had full notice and
opportunities to make their views known in both the litigated

and settlement tracks of the proceeding.

72 More specific details regarding the Company’s environmental
sustainability efforts are found in Appendices BB and CC to
the JP.

73 Hearing Exhibit 75, JP, § XIV.

74 See Petition for Approval of a Proposed Disposition of Sales
Tax Refund (filed March 16, 2020).

75 Cases 90-M-0255, et al., Procedures for Settlements and
Stipulation Agreements, Opinion 92-2 (issued March 24, 1992)
(Settlement Guidelines).
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The JP that has resulted from the settlement
negotiations reflects compromises made by diverse and ordinarily
adversarial parties with strong incentives to craft resolutions
that addressed their various interests. It is a proposal that
could reasonably be expected to result from litigation;
nevertheless, as a rate plan developed by so many parties with
specialized knowledge, we conclude that it is likely superior to
the probable outcome of adversarial litigation. We find that
the proposed rate plan reflects an appropriate balancing of
ratepayer and shareholder interests, while making meaningful
progress toward the achievements of State climate goals and low-
income affordability.

The parties’ efforts and willingness to compromise are
demonstrated in their ability to craft resolutions that address
their various interests while also furthering important State
and Commission policies, and we take special note of the
participation of all the parties during settlement.’¢® The
negotiated JP results in rates that are just and reasonable, and
in the public interest. The rate plans will provide stability
and certainty, as well as consideration of customer impacts
through the levelized rate increases that will occur over the
three-year period. The JP also recommends beneficial changes to
the Company’s performance metrics including strengthening many
of them to improve the Company’s performance while suspending
the Residential Service Terminations/Uncollectible Incentive
Mechanism in recognition of the financial impacts of the
Pandemic. We highlight some of its more important components

below.

76 See Statement of Alliance for a Green Economy Statement in
Support, p. 1 (noting that “this was by far the most orderly
and well facilitated settlement process” it has seen).
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A. Revenue Increases/Term

We find that the three-year term of the rate plan is
in the public interest because it provides customers and the
Company with long-term delivery rate certainty and greater
stability creating an ability to plan than would be possible in
a one-year litigated case. MI notes that comprehensive
settlements of utility rate proceedings can require more time
and resources than litigated proceedings, but it also observes
that three-year rate plans may offer benefits that offset the
commitment of resources, including increased revenue certainty
and the ability to focus on operating as efficiently as possible
for the utility and, for customers, increased rate certainty.”’

The three-year term agreed to in this JP indeed
provides an appropriate balance, offering certainty while being
brief enough to minimize any inaccuracy that would exist in the
forecasts and projections required to develop and approve a
longer-term plan. Moreover, the agreed-to term affords parties
the ability to resolve certain issues creatively, in ways not
often possible through litigation, including moderating rate
impacts over a longer period.

The recommended $3.1 million decrease for electric
delivery revenue in Rate Year 1 is notable. Although the JP
recommends increases of $19.5 and $20.7 million in Rate Years 2
and 3, the decrease from Rate Year 1 will be spread across the
three years of the rate plan to mitigate the customer impact of
the increases assisting in shaping the implementation of those
rate increases. Moreover, the increases are primarily driven by

costs that are either outside the control of the utility’® or are

77 Statement of Multiple Intervenors in Support of JP p. 56.

78 Statement of Trial Staff of the Department of Public Service,
(Staff Statement) p. 17.
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in the public interest and further important policy initiatives
such as energy efficiency and heat pump programs.’?

The recommended gas delivery revenue increase of $4.7
million in Rate Year 1 is significantly lower than the $14.4
million increase requested by the Company. Further, the JP
proposes to moderate the increases for each rate year of the
proposed term using available regulatory liabilities as credits.
The increases are primarily the result of additional investment
in net plant, depreciation, increases in property taxes and
labor. Under the JP, gas capital expenditures will remain
relatively constant at approximately $55 million annually.

The proposed electric and gas increases reflect
adjustments to and compromises from the parties’ litigation
positions, including compromises between Staff and the Company
on items such as the overall electric revenue and gas revenue
levels, use of regulatory liabilities as moderators, and the
recommended ROE and common equity ratios. The proposed
moderation of rates in Rate Years 2 and 3 is supported by
diverse parties and will provide predictable costs for customers
while ensuring an appropriate return of net regulatory
liabilities to customers.® We note that the proposed rate
increases over the three-year rate plan have been significantly
mitigated by the reduction in electric delivery revenues
recommended in Rate Year 1, increased sales forecast, and the
timely application of regulatory liabilities.® With respect to
the proposed use of credits, we note that, by adopting Staff’s

recommendation to spread the regulatory credits over a three-

79 I_d.’ p. 2.

80 MI Statement, pp. 10-11; Staff Statement p. 18; Statement of
Utility Intervention Unit p. 9; Statement of Citizens for
Local Power, p. 4.

81 MI Statement, pp. 11-12.
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year period instead of the Company’s litigation recommendation
to use all the credits to offset Rate Year 1 increases, the JP
will provide rate mitigation throughout the rate plan.

Moreover, the terms of the JP represent significant,
albeit preliminary, progress toward aligning the Company's gas
activities and planning with the CLCPA by among other things
committing the Company to cumulative savings equating to
approximately 2.5% from 2019 gas sales.?82

Staff states that the rate increases provided for
under the JP are necessary to allow the Company to continue to
provide safe, reliable, and affordable service.® We agree with
Staff that the revenue levels agreed to in this JP are necessary
to ensure that the Company has sufficient funding to provide
safe and adequate service at Jjust and reasonable rates. We also
agree with PULP when it notes that the revenue increases reflect
an accommodation to the economic impact of the Pandemic on
Central Hudson’s customers.?8!

We find the revenue levels to be reasonable,
especially in light of the Company’s acknowledgement that the
JP’s lowered revenue requirements result in a rate plan that
ensures 1t has adequate resources to fulfill its statutory
obligation to provide safe, adequate, and reliable service,
including providing the funding to increase employee numbers to
better serve its customers and handle increasing business
complexities, modernize the electric and gas infrastructure, and

modernize the Company’s Information Technology systems.® Staff

82 Joint Proposal, Appendix BB. See also Agree Statement, p. 1.
83  Staff Statement, pp. 17-18.

84  Statement of the Public Utility Law Project (PULP Statement),
p. 5

85 Statement of Central Hudson Gas & Electric Corporation in
Support of Joint Proposal (Company Statement), pp. 9-10, 13.
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was the only party to present a case in support of alternative
overall revenue requirements. Ultimately, the parties that
engaged in the extensive negotiations leading to this JP agreed
to the amount of the proposed increases that we are now
approving. We find that the results of those negotiations are
in the public interest and fall within the reasonable range of

outcomes likely to result from litigation.

B. Cost of Capital

The Rate Year 1 revenues recommended by the JP provide
for an overall rate of return of 6.48%, which consists of an ROE
of 9.0%, a common equity ratio of 50%, and a long-term debt
ratio of 49.6% with a cost rate of 3.99%. The ROE will continue
for Rate Years 2 and 3. However, the long-term debt ratio will
increase over those years to 51.7% in Rate Year 3. The ROE and
over-all after-tax cost of capital represent compromises between
parties that are reasonable under current economic conditions.
The Company originally requested an overall after-tax cost of
capital of 6.61%, which was predicated upon an ROE of 9.1%, a
common equity ratio of 50%, and a long-term debt ratio of 49.6%
with a cost rate of 4.15%. Staff recommended an overall after-
tax cost of capital of 6.17%, which consisted of an ROE of 8.7%,
a common equity ratio of 48%, and a long-term debt ratio of

51.6% with a cost rate of 3.88%.
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Although the recommended ROE is somewhat higher than
others we have recently approved for other utilities,®® interest
rates and equity return requirements have generally increased
since those proceedings were completed.®’ Further, decreasing
the common equity ratio in Rate Years 2 and 3 will reduce the
overall cost of capital in those rate years. UIU agrees that
these terms provide a proper balance.® We feel that the
recommendations are reasonable, and the cost of capital as
provided in the JP will allow Central Hudson to continue to
access capital at favorable terms. Further, ratepayers are
protected from possible over-earning through continuation of an
Farnings Sharing Mechanism that provides for the sharing of any
potential electric and gas regulatory earnings above specified

ROE thresholds. 8°

C. Low Income and Customer Protections

The JP recommends continuation of the Company’s EAP
and implements requirements set forth in the recent Order

Adopting Energy Affordability Policy Modifications and Directing

86 Case 19-E-0378 and 19-G-0379, New York State Electric & Gas
Corporation - Rates, Order Approving Electric and Gas Rate
Plans in Accord with Joint Proposal, with Modifications
(issued November 25, 2020); Case 19-E-0380 and 19-G-0381,
Rochester Gas and Electric Corporation - Rates, Order
Approving Electric and Gas Rate Plans in Accord with Joint
Proposal, with Modifications (issued November 25, 2020); Case
19-G-0309, The Brooklyn Union Gas Company d/b/a National Grid
NY - Rates, Order Approving Joint Proposal, As Modified, and
Imposing Additional Requirements (issued August 12, 2021);
Case 19-G-0310, KeySpan Gas East Corporation d/b/a National
Grid - Rates, Order Approving Joint Proposal, As Modified,
and Imposing Additional Requirements (issued August 12,
2021) .

87  Staff Statement, pp. 30-31.
88  UIU Statement, pp. 4-5.

89  Staff Statement, p. 7.
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Utility Filings, including increased bill discounts and the
expansion of customer eligibility to include all customers who
can provide documentary proof of enrollment in public assistance
programs associated with the federal Lifeline program.?0
Consistent with the Order Approving Implementation Plans with
Modifications, the Company will also waive reconnection fees.?!

The Company agreed to convene a collaborative to
address arrears related to the Pandemic if a similar action had
not been directed in Case 21-M-0266.% The Company is also
required to conform to the requirements of the August 12, 2021
Order on Energy Affordability Policy.?3

UIU, DPS Staff, PULP and Citizens all support the
expansion of eligibility for energy affordability programs, as
do we. The JP recommends that any overcollection of EAP funds
be used to support additional enrollment in the EAP and provides
for deferral of costs if current overcollection balances are
exhausted during the term of the rate plan.

The JP also pauses the Residential Service
Terminations/Uncollectible Target customer service performance
metric for 2021 and 2022. Further, the Company has committed to

additional cold and hot weather protections, including accepting

%0  See Case 14-M-0565, supra, Order Adopting Energy
Affordability Policy Modifications and Directing Utility
Filings (August 12, 2021).

91 Case 14-M-0565, supra, Order Approving Implementation Plans
with Modifications (issued February 17, 2017).

°2 Case 20-M-0266, Proceeding on Motion of the Commission
Regarding the Effects of COVID-19 on Utility Service, Notice
Establishing EAP Working Group and Scheduling Initial Meeting
(issued September 8, 2021).

93  Case 20-M-0266, supra, Order Adopting Energy Affordability
Policy Modifications and Directing Utility Filings (issued
Aug. 12, 2021).
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all Home Energy Assistance Program payments and providing
customers with continued service regardless of the amount due,
refraining from terminating customers who are coded as Elderly,
Blind, or Disabled and suspending electric residential
terminations of residential electric customers during extreme
heat events. We find that these protections assist in the
prevention of dangerous health conditions during the summer and
winter seasons.

We concur with PULP and Citizens that expansion of the
Company’s Spanish language customer support protocols as agreed
to in the JP, including translations of its website, termination
notices, and deferred payment agreements, is a necessary and
worthwhile improvement.

We find the terms related to the Company’s low-income
programs and consumer protections to be reasonable and in the
public interest. The provisions comply with our recent
directives in related generic cases regarding larger discounts
and expanded eligibility. We also find that these provisions
appropriately consider the long and short-term impacts of the
Pandemic on the utility, its customers, and the economy in

general.

D. CLCPA Compliance

We find that overall, the rate plan as proposed in the
JP complies with the requirements of the CLCPA. Central Hudson
is required to file a plan on January 1, 2023, that addresses
New York State’s emissions reduction targets and clean energy
priorities (Environmental Plan). The Environmental Plan will
include inventories of the Company’s direct and indirect
emissions, carbon emissions reductions relative to 2019, and the
progress of other environmentally beneficial actions. The JP

commits Central Hudson to a 2.5% reduction in gas sales from
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2019 levels over the next four years. The savings will be
achieved through a mix of energy efficiency and renewable
heating technologies.

As noted by Central Hudson, although weather
normalized sales for both electric and gas are expected to
increase over the term of the JP, this growth is primarily
driven by a greater number of customers, as opposed to increased
use per customer. More importantly, emissions from reductions
in electric, gas, and other fuel related to EAM targets, capital
plans and non-pipe alternatives exceeds the emissions growth
associated with the normalized electric and gas forecasts
included in the JP. 1If the targets are met and the plans
fulfilled, an overall emissions reduction could be achieved
despite the expected customer growth. %

The Company has agreed to eliminate gas marketing
language from its website and increase the visibility of
renewable options. Importantly, the JP calls for removal of the
gas declining block rates, thus eliminating an inconsistency
with the Company’s energy efficiency efforts. The JP also
requires the gas-powered Coxsackie and South Cairo Simple Cycle
Combustion Turbines be decommissioned by December 31, 2025.
Further, the Company has agreed to pro-actively pursue non-pipes
alternatives and will continue the non-pipes alternative project
development; it will also continue to provide gas energy
efficiency rebates but cease subsidizing oil-to-natural gas
conversions through rebates.

Mr. Wyman is correct that a “rational observer” must
recognize that the CLCPA and other State efforts to reduce

greenhouse gas emissions are likely to have a significant impact

o4 Central Hudson Statement, pp. 55-59.
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on the future utilization of the gas system.? However, the
extent and nature of those changes is not yet known. 2¢
Therefore, Mr. Wyman’s arguments for a specific alternative to
the deprecation analysis on which the JP relies is speculative
and not supported in this proceeding.?’ The Environmental Plan
required in the JP will help inform future treatment of gas
assets and provide more information on which to consider the
appropriate depreciation of the assets and related
infrastructure. Further, as noted by Staff and MI, the issues
are of statewide interest and importance.? We agree with Staff
that it would be better to address these issues in a more
integrated fashion within a generic proceeding, such as the Gas
Planning Proceeding?®® with input from all stakeholders.!00 We
conclude that the overall treatment of gas assets and
infrastructure including depreciation in the JP is appropriate.
On the electric side, the JP contemplates a 6.9%
reduction from 2019 sales from 2021-2025 and targets a 2%
reduction in electric sales volumes by 2025 with volt-var
optimization. The Company has also agreed to use its Clean

Energy Marketplace to facilitate the subscriptions for community

95 Wyman Statement in Opposition (Wyman Statement), pp. 5-8.
See Cases 19-G-0309, et al., The Brooklyn Union Gas Company
d/b/a National Grid NY for Gas Service - Rates, Order
Approving Joint Proposal, As Modified, and Imposing
Additional Requirements (issued August 12, 2021), p. 174.

96 See Case 20-G-0101, Corning Natural Gas Corporation - Rates,
Order Establishing Rates and Rate Plan (issued May 19, 2021),
pp. 28-29.

97 Hearing Exhibits 42 (2019 Depreciation Study 101 [August 28,
2020] and 101 (Staff Depreciation Panel Testimony [December
22, 20207) .

%8  Staff Letter in Reply, p. 3; MI Reply Statement (September
29, 2021), pp. 6-9.

99 Case 20-G-0131, Proceeding Regarding Gas Planning Procedures.

100 staff Letter in Reply, p. 3
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distribution generation. Central Hudson has committed at least
10% of its annual vehicle capital budget through 2025 on battery
electric vehicles and/or plug-in hybrid electric.

Additionally, the Signatory Parties agreed to support
the Geothermal District Loop Feasibility Study, funded by
electric customers only with a cost not to exceed $250,000, to
identify areas in the Company’s service territory where the
potential for geothermal district loop pilots might exist. This
proposal is reasonable and supports the goals of the CLCPA; in
fact, we agree with Citizens that geothermal district loops have
significant potential to contribute to the achievement of CLCPA
and other climate related goals.

The JP ensures that if the study identifies a site
suitable for a geothermal pilot project, the Company will
discuss additional project development with Staff to ensure
consistency with the framework for REV demonstration projects.
The JP also requires any geothermal district loop project to be
consistent with work by NYSERDA to develop community thermal
systems and with policies that may be developed in Case 20-G-
0131. The JP provides for an increase in energy efficiency and
heat pump funding consistent with Commission policy and
precedent, compliance with the Commission’s EV orders, as well
as the continuation and expansion of EAMs that incentivize the
Company to further CLCPA goals.

The Environmental Plan and its provisions requiring
Company actions to advance environmental benefits and energy
conservation are consistent with and further New York State
energy policies, the CLCPA, and established Commission
objectives. Further, we concur with AGREE that the JP begins to
align the Company’s gas planning and actions with the CLCPA and

find that the JP represents a significant and necessary step in
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reaching the CLCPA and other climate related requirements.10l
Accordingly, these provisions of the JP are reasonable, in the
public interest, and are adopted.

The JP provides funding for Phase 1 electric
transmission/distribution projects that the Company has
identified. We find that the Projects are aligned with guidance
provided in our Order regarding Phase 1 local transmission and
distribution projects.!%? These investments will also increase
the ability of the Company’s system to accommodate greater

renewable energy interconnections.

E. Vegetation Management

The JP enhances vegetation management to increase
system reliability during blue sky days and storm events.
Central Hudson’s transmission right of way (ROW) vegetation
management program includes routine ROW maintenance activities
such as danger tree removal, tree-trimming, mowing and access
road management, herbicide applications, and ROW edge
reclamation or widening. As Staff observes, the funding
provided for vegetation management will allow the Company to
further improve the reliability of the electric distribution
system by proactively targeting tree trimming while limiting the
direct financial impact to ratepayers. An appropriate balance
is achieved between the direct cost of the program and the
benefits of effective vegetation management. The funding in the
JP allows for a 4.5-year routine trimming cycle for on-road and

off-road line clearance activities. The funding for the

101  AGREE Statement, p. 4.

102 Case 20-E-0197, Proceeding on Motion of the Commission to
Implement Transmission Planning Pursuant to the Accelerated
Renewable Energy Growth and Community Benefit Act, Order on
Phase 1 Local Transmission and Distribution Project Proposals
(issued February 11, 2021).
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distribution vegetation management program includes
approximately $2.5 million for each of the three rate years to
address danger trees.

Although vegetation management represents a
significant driver of rates, its vital role in maintaining safe
and reliable service is without question. A robust, well-
supported vegetation management plan is essential to maintaining
healthy trees and other vegetation in a manner that also
maximizes the protection of critical infrastructure. As the
likelihood of severe, major storm events continues to increase
due to climate change, the importance and value of proper
vegetation management cannot be overstated. Additionally, as
noted by Staff, tree-related risks associated with the Emerald
Ash Borer and other invasive pests are unprecedented, and these
risks must likewise be addressed.103 We accordingly find that
the increased costs related to vegetation management are
reasonable and in the public interest; moreover, the JP protects
ratepayers financially by tracking over or under expense and

requiring appropriate treatment in either case.

F. Geothermal Rate Impact Credit

Mr. Wyman opposes the reduction in the GRIC and argues
that rates proposed in the JP are unfair because they allocate
excessive costs to geothermal heat pump users, who “impose lower
costs on the electric grid than do consumers who rely on more
traditional heating and cooling solutions.”1%% He further
maintains that funding for the GRIC should continue through RDM
collections rather than through heat pump program budgets

because the latter are designed to promote the installation of

103 Staff Statement, p. 13.
104 Wyman Statement, pp. 2-5.
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heat pumps; according to Mr. Wyman, using such funds for GRIC
costs inappropriately conflates “just rate design efforts” with
“incentives.”105 NY-GEO expresses concern regarding the proposed
GRIC funding mechanism but also appreciates the Company’s
willingness to maintain several elements of the GRIC. Further,
NY-GEO supports the JP overall as a necessary compromise toward
“workable outcomes.” 106

We find that the proposed changes are reasonable, in
the public interest and will not unduly impact geothermal heat
pump customers or the ability of the Company’s heat pump program
to incentivize the installation of geothermal heat pump systems.
As noted by Staff, the reduction in the GRIC amount is
approximately equal to the previously required Insights+
subscription fee.l97 We agree with Staff and MI that the GRIC, a
credit to remove barriers to the installation of geothermal heat
pumps, 1is appropriately funded through the heat pump program.

While Mr. Wyman’s concerns regarding the distinct
usage profiles of customers with geothermal heat pumps are not
without merit, the JP contemplates continuation of the GRIC
until December 31, 2025, unless a suitable opt-in or standby
rate is available for customers using heat pumps sooner. We
have already directed the utilities to develop opt-in “standby
rates” for each service classification based on the utilities

completing an Allocated Cost of Service study and Staff has

105 Id. at 4. In other words, again according to Mr. Wyman,
funding the GRIC through RDM collections is more logical
because the GRIC was intended to alleviate the rate inequity
he alleges above.

106 NY-GEO Statement in Support (NY-GEO Statement), p. 1.

107 Staff Letter in Reply (pp. 1-2). A subscription to Insights+
costs $60 annually or $4.99 monthly, and the GRIC has been
reduced from $264 to $200.
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submitted its related whitepaper.19® We anticipate that the new
standby rates will better align customer cost causation and
system value with customer charges. In any event, the
alternative end date of December 31, 2025, absent future
Commission action is reasonable because it aligns with the term

of the authorized heat pump program budget.

G. Earnings Adjustment Mechanisms

The Company proposed eleven electric EAM metrics and
two gas EAM metrics to be measured on a calendar year basis with
an opportunity to earn 100, 85, and 85 basis points worth of
financial incentives for calendar years 2022, 2023, and 2024,
respectively. For the gas system, the Company-proposed metrics
would have provided the Company with an incentive to earn up to
an additional 25 basis points annually for calendar years 2022
through 2024.

The JP recommends EAMS consistent with those proposed
by Staff, including seven electric EAM metrics: Electric Energy
Efficiency Share the Savings; Electric Peak Reduction; DER
Utilization; DC Fast Charger Installation; Level 2 Charger
Installation; Heat Pump Share the Savings; and Electric Vehicle
Adoption. The JP also recommends two gas EAM metrics: Gas
Energy Efficiency Share the Savings; and Gas Peak Reduction; and
one combined gas and electric EAM metric, Combined Gas and
Electric System Low to Moderate Income Energy Efficiency Count-
Up. Each EAM is measured on a calendar year. The electric EAMs
proposed in the JP provide the Company with the opportunity to
earn 45, 30, and 30 basis points for 2022, 2023, and 2024,

108 Case 15-E-0751, Value of Distributed Energy Resources, Order
on Standby and Buyback Service Rate Design and Establishing
Optional Demand-Based Rates (issued May 16, 2019) and
Whitepaper on Allocated Cost of Service Methodology (November
25, 2020).
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respectively. The Gas Peak Reduction EAM includes an incentive
of up to five basis points. The JP further recommends that the
unit cost savings achieved in the Electric Energy Efficiency
Share the Savings metric, the Heat Pump Share the Savings
metric, and the Gas Energy Efficiency Share the Savings metric
for calendar years 2022, 2023, and 2024. Further, the JP
provides for three reporting only metrics with no corresponding
financial adjustment: Load Factor; Residential Energy Intensity;
and Commercial Energy Intensity.

We find that the proposed EAMs are aligned with the
State’s clean energy goals, including the requirements set forth
in the CLCPA. Specifically, the prosed EAMs will provide
appropriate financial incentives for the Company to: increase
system efficiency by reducing peak usage; increase electric and
gas energy efficiency; reduce greenhouse gas emissions by
increasing adoptions of beneficial electric technologies
including air- and ground-source heat pumps and electric
vehicles; and benefit low to moderate income customers by
supporting their adoption of energy efficiency and other energy
savings measures. These EAMS are reasonable and are adopted as

proposed.

H. Performance Mechanisms

1. Customer Service

The JP recommends continuing the Company’s Customer
Service Performance Indicators but adjusts several performance
metrics and associated NRAs as proposed in Staff’s direct
testimony. The JP further recommends pausing the customer
service metric related to residential service terminations and
uncollectibles for calendar years 2021 and 2022, with an option

for the Company to petition for reinstatement of the metric for
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2023 and 2024.10% We agree with the proposed changes to the
customer service metrics to reflect previous performance by the
Company and to incentivize continuing improvements. We further
agree that, considering the devastating economic impacts arising
from the Pandemic, it is desirable and in the public interest to
pause the metric at least through 2022. The increased targets
and increasing NRA potential are reasonable and in the public
interest. Further, expressing the NRAs as basis points rather
than dollar amounts aligns the NRAs with those of other
utilities and avoids the potential for dollar amount incentives
to become stale or dated.

The JP also allows for $1.5 million of incremental
funding over three years related to the new Customer Information
System to manage customer calls. The amount represents a
significant reduction from the Company’s original request, but
provides reasonable funds for the Company to manage its call
center and overflow vendor usage while avoiding customer service
issues related to the call center.!l0

2. Electric Reliability

The JP recommends maintaining the current 30 basis
point negative revenue adjustment for failure to meet SAIFI and
CAIDI targets. It further recommends changing the Company’s
SAIFI from its current 1.45 to 1.32 in 2021 and 2022, and 1.30
in 2023 and 2024.%1 1In contrast to what Central Hudson
originally proposed, the recommended RPM does not include a
sliding scale, positive revenue adjustments, or a mutual aid

exclusion. The CAIDI is also a 30 basis point (electric)

109 sStaff Statement, pp. 51-52.
110 Id., p. 53.
111 Joint Proposal, Appendix Q.
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potential negative revenue adjustment for failure to achieve an
annual CAIDI of 2.50 in 2021 through 2024.

The proposed electric reliability mechanism represents
continued improvement and is reasonable. As noted by Staff, the
metric thresholds balance the Company’s ability to implement
electric reliability and tree-related programs, while applying
reasonable performance levels to the incentives.!l?

3. Natural Gas Safety and Reliability

The JP includes modification to the gas safety
performance measures intended to encourage improvements to the
safety of the gas system and its operation. The changes are
intended to improve performance by tightening the current
targets and related revenue adjustments. The JP recommends both
NRAs for failing to meet the prosed targets and PRAs for the
Company’s ability to exceed targets for certain performance
measures including damage prevention, leak backlog and emergency
response. An NRA only is recommended for the non-compliance
metric.

The recommended gas safety measures are reasonable and
clearly in the public interest. The Company’s annual potential
NRA based on the measures is 150 pre-tax basis points per
calendar year. The maximum potential PRA is 22 basis points
annually. We also note that the potential NRAs have been re-
allocated to provide a better balance across the performance
measures. The recommended levels and allocation of NRAs and
PRAs provide the appropriate incentive to meet increasingly
strict minimum standards while incentivizing excellence in those

areas.

112 Staff Statement, pp. 46-47.
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4. Leak Prone Pipe Replacement

The JP recommends continuing the existing regquirement
for the Company to replace 15 miles of LPP annually. Failing to
achieve the target would subject the Company to an NRA of 15
basis points. The Company also commits to employing
alternatives to pipe replacement where possible by eliminating
double runs, bringing unprotected steel pipe into cathodic
protection and/or pursuing non-pipe alternatives that
demonstrate a positive benefit cost analysis.

Citizens expresses concern regarding the provisions in
the JP related to LPP. While acknowledging the importance of
safety, Citizens argues that the $40 million annual budget for
the replacement of LPP would be more appropriately utilized on
urgent climate-related changes.!13

We disagree with Citizens as LPP replacement enhances
safety and is therefore in the public interest. Further, LPP
potentially releases methane, so replacing such pipe is
consistent with mitigating climate impacts of the gas system and
with the requirements of the CLCPA.1!% 1In addition, the
Company’s commitment to utilize alternatives to replacement
balances this provision and mitigates concerns related to
unnecessary or sub-optimal replacement strategies.

We also agree with Staff’s assertion that LPP
replacement and related alternatives are statewide issues that

should be addressed in the Gas Planning Proceeding.l1l®

I. Pipeline Safety Programs

The pipeline safety programs recommended by the Joint

Proposal include Residential Methane Detectors, Training for

113 Citizens Statement, p. 6.

114 Cases 19-G-0309, KEDNY and KEDLI Rates, p. 160.

115 Case 20-G-0131, supra.
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First Responders, the Pipeline Emergency Response Initiative,
and the Pipeline Safety Management System. These programs are
all intended to maintain and improve the safety of the gas
system and are in the public interest. Further, we believe that

these programs are properly treated as an 0&M expense.

J. Smart City Technologies/Streetlight Dimming Project

NYPA directs “Smart Street Lighting NY,” a statewide
initiative with a goal of converting 500,000 streetlights from
high-intensity discharge lamps to light emitting diode (LED)
technology by 2025.116 TIn its direct testimony, NYPA suggested
pairing LED conversions with additional “smart city”
technologies and advocated for the streamlining of Central
Hudson’s associated review, approval, and installation
processes. 117

In furtherance of these objectives, the JP includes a
“Smart City Technologies” provision and calls for Central
Hudson’s implementation of a Streetlight Dimming Project.1!8

In conjunction with the former, the Company will
facilitate the attachment of smart devices to customer-owned
lights by publishing on its website a summary of its Make Pole
Ready Attachment Process and developing a standard municipal
smart city devices attachment agreement.!l® Likewise, within 60
days of this order’s issuance, Central Hudson will co-chair a

working group with NYPA that will convene monthly or bimonthly

to: (1) evaluate particular smart city devices, specifications
and drawings; (2) jointly perform necessary engineering
assessments; (3) complete safety reviews for existing smart city

116 NYPA Street Lighting Panel Testimony, p. 1.
7 1d., pp. 4, 10-13.

118 Hearing Exhibit 75, JP, § XX (H), (I).

119 1d., § XX (I).
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devices: (4) develop general guidelines for installing approved
smart city devices in the Company’s service territory, and (5)
consider Rate A smart city tariff/streetlighting changes.120

Central Hudson will also consult with Staff regarding
the status and approval of network lighting controls (NLCs), 121
which can be attached to LED fixtures and used in the
Streetlight Dimming Project to manage and record energy usage in
real-time to determine the savings a municipality may achieve
through dimming.?2 Up to three municipalities in Central
Hudson’s service territory will be recruited by NYPA to
participate in the project, and savings would be based on an
analysis of total energy reduced, cost effectiveness with
consideration of a Benefit Cost Analysis Handbook and lifecycle
kiwh costs, as well as the qualitative results - e.g., schedules
utilized and frequency of schedule changes - for any
participating municipality.?123

We have previously recognized that LED conversions may
contribute to the reduction of greenhouse gas emissions and thus
play a significant role in the achievement of New York’s clean
energy goals.!?? NLCs and streetlight dimming expand upon LED-

capability in this regard, while also reducing overall costs by

extending the useful life of lamps. Smart city devices,
120 1d.
121 14.

22 Id., § XX (H); Appendix AA to JP. NYPA estimates that
streetlight dimming strategies may reduce such usage by as
much as 25% when compared to pre-LED energy usage levels
(NYPA Street Lighting Panel Testimony, p. 13; Hearing Exhibit
138, Seattle LED Adaptive Lighting Study, p. 1i).

123 Appendix AA to JP.

124 See Case 15-E-0745, Tariff Filing by Central Hudson Gas &
Electric Corporation to Effectuate Amendments to Public
Service Law - New §70-a, Order Approving Tariff Amendments
with Modifications (issued October 14, 2016), pp. 11, 25.
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meanwhile, potentially offer even broader societal enhancements,
including those related to public safety (gunshot detection,
vacant house monitoring), transportation (parking management and
traffic monitoring), the environment (air quality, ice and snow
detection, sewer, and stormwater monitoring) and connectivity
(smartphone applications, digital kiosks, connected vehicles).
Accordingly, both Smart City Technologies and the
Streetlight Dimming Project further the public interest and are

worthwhile components of the JP.

K. Sales Tax Refund

We find the JP’s proposed resolution of Case 20-M-0134
to be in the public interest. 1Indeed, as indicated above, the
entire $3,364,414 sales tax refund will be used to moderate
rates and thus directly benefits customers. While this outcome
does not reflect precisely the positions taken by MI and
Citizens in the underlying proceeding, it is consistent with
their general assertions that the refund provide financial

assistance to customers.

VI. CONCLUSION

Based upon the record, we find that the Joint Proposal
appropriately balances the interests of ratepayers, the Company,
and its investors. The Joint Proposal provides sufficient
funding for the Company to maintain safe and reliable service,
but also attract necessary capital to ensure its long-term
viability while mitigating rate impacts using deferral credits.
The terms of the Joint Proposal are consistent with our
environmental, social, and economic policies, as well as those
of the State, including the CLCPA. Accordingly, consistent with

our discussion in this Order, we find that the rate plans
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adopted herein provide just and reasonable rates, terms and

conditions and are in the public interest.

The Commission orders:

1. The rates, terms, conditions, and provisions of
the Joint Proposal dated August 24, 2021, filed in these
proceedings, and attached hereto as Attachment 1, are adopted,
and incorporated herein.

2. Central Hudson Gas & Electric Corporation is
directed to file cancellation supplements, effective on not less
than one day’s notice, on or before November 19, 2021,
cancelling the tariff amendments and supplements listed in
Attachment 2 to this Order.

3. Central Hudson Gas & Electric Corporation is
directed to file, on not less than two days’ notice, on or
before November 29, 2021, to become effective on December 1,
2021, on a temporary basis, such further tariff amendments as
are necessary to effectuate the terms of this Order. Central
Hudson Gas & Electric Corporation shall serve copies of its
filing on all parties to these cases. Any comments on the
compliance filing must be filed within 14 days of service of the
proposed amendments. The amendments specified in the compliance
filing shall not become effective on a permanent basis until
approved by the Commission.

4. Central Hudson Gas & Electric Corporation is
directed to file such tariff changes as are necessary to
effectuate the terms of this Order for Rate Year 2 ending
June 30, 2023, and for Rate Year 3 ending June 30, 2024, on not
less than 30 days’ notice. Such tariff changes shall be
effective only on a temporary basis until approved by the

Commission.
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5. The requirement of Public Service Law Section
66(12) (b) that newspaper publication be completed prior to the
effective date of the amendments for Rate Year 1 is waived.
Central Hudson Gas & Electric Corporation is directed to file
with the Secretary, not later than six weeks following the
amendments’ effective date, proof that notice to the public of
the changes made by the amendments has been published once a
week for four consecutive weeks in daily and weekly newspapers
having general circulation in the service territory and areas
affected by the amendments. Newspaper notice is not waived for
tariff changes necessary to implement the rate plan in Rate
Years 2 and 3.

6. In the Secretary’s sole discretion, the deadlines
set forth in this Order may be extended. Any request for an
extension must be in writing, must include a Jjustification for
the extension, and must be filed at least three days prior to
the affected deadline.

7. These proceedings are continued.

By the Commission,

(SIGNED) MICHELLE L. PHILLIPS
Secretary
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____________________________________________________________________________ X
Proceeding on Motion of the Commission as to the

Rates, Charges, Rules and Regulations of

Central Hudson Gas and Electric Corporation

for Electric Service
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____________________________________________________________________________ X
Proceeding on Motion of the Commission as to the

Rates, Charges, Rules and Regulations of

Central Hudson Gas and Electric Corporation

for Gas Service
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____________________________________________________________________________ X

Petition of Central Hudson Gas & Electric Corporation for
Approval, Pursuant to Public Service Law Section
113(2), of a Proposed Disposition of Sales Tax Refund

JOINT PROPOSAL

INTRODUCTION

Case 20-E-0428

Case 20-G-0429

Case 20-M-0134

This Joint Proposal (“Proposal” or “JP”) providing for the resolution of all issues in

the above-captioned cases is made mutually by Central Hudson Gas & Electric

Corporation (“Central Hudson” or “Company”); the New York State Department of Public

Service Staff (“Staff”); Multiple Intervenors (“MI”); the Public Utility Law Project of New

York, Inc. ("PULP"); the Utility Intervention Unit of the Department of State, Division of

Consumer Protection ("UIU"); Alliance for a Green Economy (“AGREE”); Dutchess

County; New York Power Authority (“NYPA”); New York Geothermal Energy

Organization ("NY-GEQ"); Family Energy, Inc; Marathon Power LLC; M&R Energy

Resources Corporation and the other entities whose signatures appear below



(collectively, the “Signatories” or the “Signatory Parties”).

Il. PROCEDURAL HISTORY

A. The Rate Case Proceedings

On June 14, 2018, the New York State Public Service Commission
(“Commission” or “PSC”) issued an Order Adopting Terms of Joint Proposal and
Establishing Electric and Gas Rate Plan, which set forth a three-year rate plan for the
Company for the period from July 1, 2018 through June 30, 2021.1

On August 27, 2020, Central Hudson filed tariff leaves and testimony with the
PSC in support of proposed increases to its electric and gas delivery revenues based
on a Rate Year comprised of the 12 months ending June 30, 2022 (“Rate Year”).
Central Hudson also included select financial information for two additional rate years
as Attachment B to its filing letter.? Central Hudson’s proposed delivery rates prior to
moderation were designed to produce an electric delivery revenue increase of
approximately $32.8 million and a gas delivery revenue increase of approximately $14.4
million, resulting in base delivery revenue increases of 8.4% and 12.1%, respectively, or
total bill increases of 6.2% and 8.0%, respectively, for an average residential customer.
In its filing, Central Hudson also proposed to use existing net regulatory liability
balances of approximately $20.0 million for electric and $8.0 million for gas to moderate

rate increases during the Rate Year.

1 Cases 17-E-0459 et al., Proceeding on Motion of the Commission as to the Rates, Charges, Rules
and Regqulations of Central Hudson Gas & Electric Corporation for Electric Service, Order Approving
Terms of Joint Proposal and Establishing Electric and Gas Rate Plan (June 14, 2018) (“2018 Rate
Plan”).

2 Cases 20-E-0428 et al., Proceeding on Motion of the Commission as to the Rates, Charges, Rules
and Regulations of Central Hudson Gas & Electric Corporation for Electric Service, Cover Letter
Attachment B (Aug. 27, 2020).




On September 8, 2020, the Commission suspended the Company’s proposed
tariff leaves through January 23, 2021.3 Discovery was commenced by Staff and other
parties. To date, Staff has tendered a total of 696 multi-part information requests (“IRs”)
to the Company; the Utility Intervention Unit of the Department of State, Division of
Consumer Projection (“UIU”) tendered 75 IRs; and MI tendered 87 IRs. Various other
parties also tendered more limited volumes of IRs to the Company.

Administrative Law Judges (“ALJs”) Anthony Belsito and Michael Clarke were
appointed to conduct the rate proceedings to review the Company’s rate filing. On
October 6, 2020, the ALJs convened a Procedural and Technical Conference during
which, among other things, a litigation schedule was proposed and adopted in a
subsequent ruling.* To provide customers with an opportunity to comment on the
Company’s rate proposals, two virtual public statement hearings were held via
teleconference on October 28, 2020.

On or about December 22, 2020, direct testimony was filed by Staff; the Public
Utility Law Project of New York, Inc. (“PULP”); MI; the New York Power Authority
(“NYPA"); UIU; Bob Wyman; Jeanne Bergman; Citizens for Local Power (“CLP"); and
Simon Strauss. On December 29, 2020, the Town of Saugerties filed direct testimony.
On January 22, 2021, rebuttal testimony was filed by the Company; Staff; MI; NYPA;

UIU and CLP.

3 Cases 20-E-0428 et al., Initial Suspension of Central Hudson’s Major Rate Changes (Sept. 8, 2020).
By notice issued on January 8, 2021, the Company'’s proposed tariff leaves were suspended through
July 23, 2021. Cases 20-E-0428 et al., Notice of Further Suspension of the Effective Date of Major
Rate Changes (Jan. 8, 2021).

4 Cases 20-E-0428 et al., Procedural Ruling (Oct. 14, 2020).

3



Consistent with the Commission’s Settlement Guidelines® and Title 16 of the New
York Codes, Rules and Regulations (“NYCRR?”), Section 3.9, the Company filed with the
Commission and served on all parties a Notice of Impending Settlement Negotiations on
January 29, 2021.%5 Settlement negotiations began on February 4, 2021 and continued
on March 3 and 10; April 7 and 29; May 25; June 24; July 1, 8, 12 and 19; and August
4,9, 12, and 19.” Participants included representatives of the Company, Staff, Ml,
PULP, UIU, CLP, NYPA, Alliance for a Green Economy, New York Geothermal,
Dutchess County, energy service companies and other interested parties. Negotiations
were held via Microsoft Teams video platform and teleconference. All settlement
negotiations were subject to the Commission’s Settlement Rules, 16 NYCRR Section
3.9, and the Commission’s Settlement Guidelines.

On February 9, 2021, the ALJs issued a ruling which postponed the hearing that
had been previously scheduled to commence on February 16, 2021 in light of the
parties’ settlement efforts.® On March 31, 2021, the Company filed a letter with the
Commission: 1) consenting to an extension of the suspension period through and
including September 21, 2021, in light of ongoing settlement negotiations, subject to a

“make-whole” provision that would keep the Company and its customers in the same

5> 32 NYPSC 71; Case 90-M-0255 et al., Proceeding on Motion of the Commission Concerning its
Procedures for Settlement and Stipulation Agreements, filed in C11175, Opinion, Order and
Resolution Adopting Settlement Procedures and Guidelines, Opinion 92-2 (Mar. 24, 1991)
(“Settlement Guidelines”).

6 Cases 20-E-0428 et al., Notice of Impending Settlement Negotiations (Jan. 29, 2021).

7 The settlement negotiations also included over 50 additional “working group” meetings on specific
issues that were held with the consent of all parties.

8  Cases 20-E-0428 et al., Ruling Postponing Hearing and Revising Procedural Schedule (Feb. 9,
2021).




financial position they would have been absent the extension; and 2) requesting that the
evidentiary hearings in these cases be postponed accordingly.®

On July 16, 2021, the Commission issued an Order extending the suspension
period through and including September 21, 2021 and stating that the Company “shall
be made whole for the period between the start of Rate Year One of the new rate plan
and the date the Commission sets new rates, charges, rules, and regulations for the
new rate plan in the final decision in these proceedings.”® On that same date, the
Company filed a letter with the Commission consenting to further extend the suspension
period by an additional 60 days, i.e., through and including November 20, 2021, subject
to a traditional “make-whole provision,” to facilitate settlement discussions.

B. The Sales Tax Refund Proceeding

On March 16, 2020, the Company filed a petition, pursuant to New York State
Public Service Law (“PSL”) § 113(2) and 16 NYCRR 89.3, with the Commission
regarding the disposition of a sales tax refund (the “Refund”) from the New York State
Department of Taxation & Finance (“DT&F”).1! The Refund was the result of a DT&F
claim initiated by the Company, with the assistance of its tax consultant, for a reverse
sales tax audit. In a Refund Claim Determination Notice dated October 16, 2019, the
DT&F authorized the Refund of $3,364,414.24. Central Hudson incurred incremental
expenses of $840,000 for the specialized expertise of the tax consultant in order to

achieve this favorable outcome. In the Refund Petition, the Company requested

9 Cases 20-E-0428 et al., Maximum Suspension Period Extension Letter (Mar. 31, 2021).

10 Cases 20-E-0428 et al., Order Approving Extension of Maximum Suspension Period of Major Rate
Filings at 5 (July 16, 2021).

11 Case 20-M-0134 - Petition of Central Hudson Gas & Electric Corporation for Approval, Pursuant to
Public Service Law, Section 113(2), of a Proposed Disposition of Sales Tax Refund, Petition (Mar. 16,
2020 (the “Refund Petition”).

5



Commission approval to retain approximately 18% of the Refund. ALJ Sean Mullany
was assigned to oversee the Sales Tax Refund Proceeding.

On August 12, 2021, a Notice of Impending Settlement Negotiations was filed in
both the Company’s rate proceedings, Cases 20-E-0428 and 20-G-0429, and the Sales
Tax Refund Proceeding, Case 20-M-0134, stating that in connection with the previously
noticed settlement discussions in the rate proceedings, the Company and Staff had
agreed to conduct confidential settlement negotiations regarding the Refund Petition.
All parties in both the rate proceedings and the Sales Tax Refund Proceeding were
served.

C. The Settlement

The settlement negotiations were successful and have resulted in this JP
between the Company, Staff, MI, PULP, UIU, AGREE, Dutchess County, NYPA, NY-
GEO, Family Energy, Inc., Marathon Power LLC, M&R Energy Resources Corporation
and other parties, which is presented to the Commission for its consideration. The
Signatory Parties have developed a comprehensive set of terms and conditions for a
three-year rate plan for Central Hudson'’s electric and gas services. The terms of this
Proposal, as set forth below and in the attached Appendices, balance the varied
interests of the Signatory Parties while mitigating rate impacts to customers, and
address the Climate Leadership and Community Protection Act while ensuring the
Company’s ability to continue to provide safe and reliable service.

Pursuant to the settlement discussions, the Signatories recommend that the
rates and surcharges of Central Hudson be determined in accordance with the following
understandings, principles, qualifications, terms and conditions set forth in this JP and in

the attached Appendices.



[I. TERM AND EFFECTIVE DATE OF RATE CHANGES

The term of this JP is three years, commencing July 1, 2021 and continuing until
June 30, 2024. Agreement among the Signatories to the start of the term resulted from
the settlement negotiations. The three successive 12-month periods, or Rate Years,
ending on June 30 shall be referred to as “Rate Year 1,” “Rate Year 2,” and “Rate Year
3.” The JP sets out the terms for Rate Year 1 (July 1, 2021 through June 30, 2022).
Rate Year 2 (July 1, 2022 through June 30, 2023) and Rate Year 3 (July 1, 2023
through June 30, 2024) will follow the same structure as Rate Year 1 at revenue and
expense amounts agreed to by the Signatories and as set out in the JP and related
appendices. The provisions of Rate Year 3 will, unless otherwise specified herein,
remain in effect until superseding rates and/or terms become effective.

Nothing herein precludes Central Hudson from filing a new general electric or
gas rate case prior to June 30, 2024, for rates to be effective on or after July 1, 2024.
The Company will not initiate rate changes to become effective prior to July 1, 2024,
subject to certain exceptions as discussed in Section XXV.A of this JP.

V. REVENUE REQUIREMENTS

A. Revenue Requirements

The revenue requirements for Rate Year 1, Rate Year 2, and Rate Year 3 are
shown in the Electric and Gas Income Statements set forth in Appendix A.

B. Delivery Revenue Decreases / Increases

The base delivery revenue (decreases)/increases are displayed in the table

below.



Delivery Revenue Decrease/Increase
Rate Year 1 Rate Year 2 Rate Year 3
($000,000) ($000,000) ($000,000)
Electric $(3.0) $19.0 $20.1
Gas $4.6 $6.1 $6.2

C. Electric Bill Credits

The electric rate change in Rate Year 1 is a delivery rate decrease of $3.0
million, however, the Signatory Parties have agreed to reflect a rate decrease of only
$1.0 million in Rate Year 1 in order to provide additional rate moderation in subsequent
rate years of $2.0 million. This will be accomplished through a bill surcharge of $2.0
million in Rate Year 1, which will be used to partially offset the rate increase in Rate
Year 2. To achieve rate moderation in Rate Years 2 and 3, electric bill credits of $9.5
million in Rate Year 2 and $21.5 million in Rate Year 3 will be applied using available
regulatory liabilities, inclusive of the above referenced $2.0 million. The bill credit will be
allocated to each service class in proportion to class responsibility for the delivery rate
increase, exclusive of the legacy hydro revenue imputation. The allocated credits will
be refunded to customers on kilowatt-hour or kilowatt basis through the existing Electric
Bill Credit Mechanism.

D. Gas Bill Credits

To achieve rate moderation, gas bill credits of $0.8 million in Rate Year 1, $3.2
million in Rate Year 2 and $5.6 million in Rate Year 3 will be applied using available
regulatory liabilities. The bill credits will be allocated to each service class in proportion
to class responsibility for the overall delivery rate increase. The allocated credits will be
refunded to customers on a Ccf basis through the existing Gas Bill Credit Mechanism.

E. Delivery Revenue and Total Bill Decreases/Increases After Moderation



After applying the rate moderation described in Sections IV.C and 1V.D, the

resulting delivery revenue decreases/increases are shown in the table below:

ELECTRIC GAS
($000,000) RY1 RY?2 RY3 RY1 RY?2 RY3
Revenue Requirements
(Including Rev Tax) $3.1) | $19.5 | $20.7 $4.7 $6.3 $6.4
% on Delivery Revenues | -0.8% | 4.8% 4.8% 3.8% | 4.8% 4.6%
% on Total Revenues -0.4% | 2.8% 2.9% 2.3% 2.9% 2.9%
Use of Moderation $2.0 | $(9.5) | $(21.5) | $(0.8) | $(3.2) | $(5.6)
Prior Year Moderation
Reversal $- $(2.0) $9.5 $- $0.8 $3.2
Revenue Requirement
After Moderation $(1.1) | $8.0 $8.7 $3.9 $3.9 $4.0
% on Delivery Revenues | g 3o, | 2006 | 2.0% | 3.2% | 2.9% | 2.9%
After Moderation ' ' ) ' ' '
% on Total Revenues 02% | 1.2% | 12% | 1.9% | 1.8% | 1.8%
After Moderation ' ' ' ' ' '

F. Make Whole Provision

Because Commission approval of this Proposal will occur after July 1, 2021,

Central Hudson will recover the revenue shortfall resulting from the extension of the

suspension period through a make whole provision. The make whole provision is

designed to ensure that, by June 30, 2022, Central Hudson is restored to the same

financial position had new delivery rates gone into effect on July 1, 2021.

The Company will calculate any revenue adjustments as the difference b