Public Service Commission
State of New York

Proceeding on Motion of the Commission as : Case 09-E-0588
to the Rates, Charges, Rules and :

Regulations of Central Hudson Gas &

Electric Corporation for Electric Service

Proceeding on Motion of the Commission as : Case 09-G-0589
to the Rates Charges, Rules and

Regulations of Central Hudson Gas &

Electric Corporation for Gas Service

JOINT PROPOSAL




I.

A

B.

ITTI.

Iv.

V.

N

3.

. Factual Background

INTRODUCTION..........

Settlement DiSCUSSIONS vt vttt ittt ittt teseeneeneeneennes

REVENUE REQUIREMENTS. .

Revenue Requirements

Electric Bill Credit

Austerity ...........

Delivery ReVEeNUE INCTrEASES vt v etenneeenneeeoneeeaneesans

Certain Treatments Incorporated in Income Statements

Distribution ROW Tree Trimming .........eeeieeieeneenennn

Stray Voltage Testing vttt tte et teeeeeeneeennenenns

RATE YEAR NET PLANT ADDITIONS. ...ttt ittt ittt eneeneanenns

A. Net Plant and Net Plant Targets ........iiiiiiiiiinnen..

1.

B.

Electric and Gas Net

Reservation .........

ACCOUNTING MATTERS....

Reconciliations .....

Related Reporting...

Components of Net Plant ........ ittt eenennnnn.

Plant Targets . ... ...

Deferral For the Benefit of Ratepayers ..........cece....

A. Other Deferral ACCOUNTING .. ittt ittt it eeeeeeneeneennas

1.

Continuing Deferrals



2. Property Tax True-Ups and Deferrals .......cvveieeneenn. 10
3. Governmental ACLionS v i ittt ittt ettt eeeeeenneenans 11
4. TFRS and IT EXPEINSE i vt vt ittt et eeeeeeeeeeeeeeeeeeeeenas 11
5. Commodity-Related Deferrals «.v.ue et eeeeeeeeeeoneeenns 11
6. Management AUdit COSES v it i ittt ittt ettt e teneenannns 12
7. Transmission ROW Tree-Trimming CostsS .....oieiieenenn. 12
8. Listing of Deferrals vttt ittt eteeeeeeneennennans 12
B. ContinuUation . i i iin it tte et eeeeeeeeeeoneeeoneeeonneeas 13
C. Right to Petition ...ttt ittt it e ittt eeeennaena 13
D. Balance Sheet Offsets . ...ttt ettt iiieannn 13
E. Stipulated Rate AllOWANCES .ttt ittt eeenneeonnenonneeas 13
F. Reporting of Actual Earnings ........ceiiiineeenneeennns 14
VI. Capital Structure and Rate of Return............. ... ..... 14
A. Capital StrUChUTe ..t ittt ittt ittt ettt et eeeneeenanaaens 14
B. Deferral of Actual Costs of Debt as Compared to Forecast 14
C. Allowed Rate of Return on Common EqUity ........ov.oo.... 15
D. Earnings Sharing e eie it e eeeeeeeeoeeeeeeeeeneeeeaeea 16
VII. FORECASTS OF SALES AND CUSTOMERS. ...ttt ittt ttnneenennns 16
VIII. EMBEDDED COST OF SERVICE ... ittt ittt teeeeeeneosssnnes 18
IX. REVENUE ALLOCATION AND RATE DESIGN...... ittt eeenennes 18
A. Revenue AlloCation .. ii ittt teeteeeeeeeeeeeonennns 18
B. RAte DeSigmn tii ittt ittt ittt ettt teeteeeneeeeaeaaeeans 19
C. Residential Time 0f Use — SCO . i ittt ittt eeeeeeenennnns 20
D. Delivery Revenue Increase Bill Impacts ............o... 20
X. Enhanced Powerful Opportunities Program (“EPOP”)......... 20



XT.

_ G =3 M o Q w3

3.

TARIFF-RELATED MATTERS . ¢ v it ittt ittt ettt et enenenas 21

€D oL = 21
Low Income Bill Discount Program ..........eeeeeeeneeenen. 21
Economic Development ... vt i i inteneeeeeeeeeeneeeenneans 22
Continuation of Gas BalanCing ........eeeeeeeneeennnenns 23
Continuation of ECAM, GSC and PPA Allocation ........... 23
Continuation of Retail Access Lost Revenues ............ 23
R S 4 ittt ettt ettt oaooseseosesssasesssssssssasessnasess 24
EleCtric RDM &ttt ittt ettt eeeeeeeeeeaeeeeaeenenneneans 24
.Delivery Revenue TargetsS . v v e et eeeeeeeneeoneeeannns 24
B T o s i X o 24
. Determination of RDM Adjustment .........iieiiieenenn. 25
. Interim RDM AdJUSEMENES + v ittt ittt tneeeeeneeenneenannns 27
. Statement of RDM AdJUSEMENLS .+t v vttt it eenenenneeennns 27
S GTo o e 8 o1 b F= 1 eI 3 o 27
GAS RDM it ittt i ettt e et et e et e et ee e 28

1) I o s i I ) = 28

Determination of RDM Adjustment.........uoeeieeneenennsn 29

Interim RDM Adjustments. ... i ittt inteeteeeneenneennn 30

Statement of RDM Adjustments.........ciiiiiiieennennnn 31

(@) o il o1 6 ¥ 1wl X ) o S 31

Billing Determinants ¢ vttt i ettt e et eeeeeeeeeeaneeenans 31



4. Conforming Tariffs c.u vt in ittt et e et eeeeananenns 31
H. Rate Unbundling . ...ttt inteeeeeeneeeeeneeneeenaeeas 31
I. Lost and Unaccounted For and Factors of Adjustment ..... 33
J. Hourly Pricing Provision ........iiuiiienteeeeeeneenneenns 33
K. Weather Normalization Adjustment ........c.cieueieeeennennn 34
L. Interruptible Imputation ......c.oiiiiiin e eenneennnnnn 34
XITI. PERFORMANCE MECHANISMS . & it ittt ettt eeeeeeeeeeeeeaeeenanees 34
A, CUSLOMETY SEIVICE t ittt ittt ettt eeeeeoeeeeneeeeneenenns 34
B. Electric Reliability ..ttt ittt ettt it eeennans 35
C. Gas Safety MetriCs vttt ittt ittt enneeeonnenennenas 36
1. Emergency ResponsSe TimMe & . u vt ittt et eeeneeneeneenneneans 36
2. Gas Leak Backlog . v it ii ittt ittt teeeeneeaannanas 36
3. Gas Total Damage Targets, Mismark Targets, and
Company/Company Contractor DamagesS .. u ..o eeeeeeennnnnnn. 37
4. Negative Revenue AdJusStments ......c.ivi i erenneeennnenns 37
RS T =Y o T B al w1 o 37
6. ContinuUation & v ittt ittt i e e et e e e et e e e 38
7. Infrastructure Enhancement .......... ...t innee.. 38
8. Commitment to New Gas Program .. ... eeeeeeeeeeeeneeeneeens 39
XITT ., OTHER &ttt ittt ittt ettt et eeoeesesseasesseasssanasssansss 40
XIV. ADDITIONAL PROVISTIONS. &t v ittt ettt ettt eseoesesanssesnnsss 40
A. Submission and SUPPOTL & ittt ittt ettt et 40
B. Acceptance by the CommissSion .....uiiiiin i tneeneenennn 40

C. Non-Precedential NatUre . .uu it et ettt eeeeeeeeenneeens 40



T G = @ U

Appendix
Appendix
Appendix
Appendix
Appendix
Appendix
Appendix
Appendix

Appendix

Appendix
Appendix
Appendix
Appendix
Appendix

Appendix

Reservations
Mutual Cooperation
Procedures in the Event of a Disagreement
Other Permitted Filings

Execution in Counterparts

Appendices

Electric and Gas Income Statements

Net Plant Targets

Methods for Calculating Actual Net Plant
Format for Annual Capital Expenditure Reports
Listing of Deferrals

Offset List Items

Revenue Matched Items

Capital Structures by Rate Year

Electric and Gas Forecasts for Sales Volumes and
Numbers of Customers, and Billing Determinants

Revised Historic and Pro Forma Electric ECOS
Revised Historic and Pro Forma Gas ECOS
Electric and Gas Revenue Allocation

Electric and Gas Rate Design

Electric and Gas Estimated Bill Impacts

Electric and Gas RDM Billing Determinants and
Targets by Rate Year and by Class



Public Service Commission
State of New York

Proceeding on Motion of the Commission as : Case 09-E-0588
to the Rates, Charges, Rules and :
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Electric Corporation for Electric Service
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to the Rates Charges, Rules and :

Regulations of Central Hudson Gas &

Electric Corporation for Gas Service.

JOINT PROPOSAL

I. INTRODUCTION

This Proposal ("Proposal") for the resolution of all issues
in the above-captioned cases is made jointly by Central Hudson
Gas & Electric Corporation ("Central Hudson" or the "Company"),
the Staff of the Department of Public Service ("Staff") and
Multiple Intervenors ("MI") (collectively the "Signatory
Parties").

A. Factual Background

On July 31, 2009, Central Hudson filed with the Commission
proposed tariff leaves and its case-in-chief in support of
proposed increases in 1ts electric and gas delivery revenues

based on a rate year ending June 30, 2011. On August 25, 2009,



the Commission suspended the submission through December 27,
2009."

Discovery was commenced by Staff and other parties. To
date, Staff tendered a total of 414 information requests to the
Company, CPB tendered 69, and MI tendered 141.

On September 17, 2009, a Procedural Conference was held by
Administrative Law Judge (“ALJ”) Rafael A. Epstein, at which,
among other things, a two-track schedule (one assuming a
settlement and the other assuming a litigated proceeding) was
established.? Thereafter, motions concerning pre-filed testimony
and discovery were filed by CPB and Staff. They were resolved
in Judge Epstein's rulings dated October 21, 26 and November 9,
2009.

On November 11, 2009, a Notice of Impending Negotiation was
served by the Company on the Active Parties and submitted to
Judge Epstein. On November 17, 2009, testimony was filed by
Staff (eleven witnesses or panels) and CPB (two witnesses).

On December 23, 2009, rebuttal testimony was filed by Central
Hudson (eleven witnesses or panels), Staff (one witness) and CPB
(one witness). To date, Central Hudson tendered 111 information

requests to Staff and seven to CPB.

On December 2, 2009, the rates were further suspended through June 27,
2010.

See, Procedural Ruling dated September 28, 2009.
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B. Settlement Discussions

On November 24, 2009, pursuant to the Procedural Schedule
and the Notice of Impending Negotiation, the parties met at the
Commission's Offices in Albany to begin settlement discussions.
Additional settlement discussions were held in the Commission's
Albany Offices on December 1, 7, 8, 15, and 22, 2009 and January
4, 2010.°

IT. TERM

The term of this Proposal is three years, commencing July
1, 2010 and terminating June 30, 2013. Each twelve-month period
starting on July 1 and ending on June 30 is called a "Rate
Year." The provisions of Rate Year 3 (July 1, 2012 through June
30, 2013) will, unless otherwise specified herein, remain in
effect until superseding rates become effective.

Nothing herein precludes Central Hudson from filing a new
general electric or gas rate case prior to June 30, 2013, for
rates to be effective on or after July 1, 2013. Except for
minor rate changes and Commission-required rate changes
permitted by item XIV.G of this Proposal, the Company will not

initiate rate changes to become effective prior to July 1, 2013.

On December 3, 2009, the Company and Staff jointly requested the
appointment of a settlement judge. On December 4, 2009, the Chief
Administrative Law Judge appointed Judges Bouteiller and Stegemoeller as
settlement judges.



ITI. REVENUE REQUIREMENTS

A. Revenue Requirements

The revenue requirements for the Rate Years ending June 30,
2011, 2012 and 2013 are shown in the Electric and Gas Income
Statements set forth in Appendix A.

B. Delivery Revenue Increases

The delivery revenue increases for electric and gas service

are shown in the table below:

RY1 RY2 RY3

($000, 000) ($000,000) (5000, 000)

Electric 11.815 9.338 9.054
Gas 5.709 2.363 1.647

C. Electric Bill Credit

Consistent in concept with the approach incorporated into
the Commission's June 22, 2009 Order Adopting Recommended
Decision With Modifications ("2009 Rate Order") in the preceding
Central Hudson rate case, Electric Bill Credits of $12 million
in Rate Year 1 and $4 million in Rate Year 2 will be applied per
the methods employed under the 2009 Rate Order.

D. Certain Treatments Incorporated in Income Statements

1. Distribution ROW Tree Trimming
The electric Income Statements set forth in Appendix A
incorporate the following funding for distribution ROW tree
trimming: Rate Year 1 - $12.5 million; Rate Year 2 - $12.691
million; and Rate Year 3 - $11.397 million. The scope of
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activities for distribution tree trimming includes completing
the first cycle of the Modified Enhanced Program by December 31,
2011. Any funding remaining unexpended after completion of the
Modified Enhanced Program will be used for the Enhanced Line
Clearance Program.

At the end of Rate Year 3, the actual total expenditures
for distribution ROW tree trimming will be compared to the sum
of the above rate allowances and the cumulative, three-year
total of any under-spending will be deferred as of the end of
Rate Year 3. Carrying charges at the Pre-Tax Rate of Return
("PTROR") will be applied by the Company to the amount deferred
from the end of Rate Year 3 until the effective date of the
succeeding Commission rate order.

2. Stray Voltage Testing

The electric Income Statements set forth in Appendix A
incorporate the following funding for Stray Voltage Testing non-
labor expenditures: Rate Year 1 - $2.25 million ($1.9 million
for all costs excluding mitigation + $0.350 million for
mitigation); Rate Year 2 - $2.311 million ($1.96 million for all
costs excluding mitigation + $0.350 million for mitigation); and
Rate Year 3 - $2.373 million ($2.023 million for all costs
excluding mitigation + $0.350 million for mitigation).

Actual Stray Voltage Testing expenditures, excluding

mitigation costs, will be compared to the above rate allowances



on a Rate Year basis. Any under-spending as of the end of a
Rate Year, exclusive of expenditures for actual mitigation
costs, will be deferred for future return to customers with
carrying charges at the PTROR.

Actual mitigation costs in each Rate Year will be compared
to the rate allowances set forth above. The differences between
the rate allowance and actual mitigation expenditures will be
deferred for future recovery by the Company, or return to
customers, with carrying charges at the PTROR.

3. Austerity

Consistent with the Commission's Policy, as articulated
most recently in its Order Approving Ratepayer Credits (issued
and effective December 22, 2009) in Case O9—M—O435,4 the revenue
requirements and Income Statements shown in Appendix A
incorporate the following adjustments to the Company's gas and
electric expenses: an additional 1/2% productivity for a total
of 1 1/2% in each Rate Year, establishment of zero current rate
allowances for the costs of the Supplemental Executive
Retirement Program, and the deferral of costs of planning for

and implementing International Financial Reporting Standards

4 As stated at 3 of the Order: "Accordingly, through 2010, we anticipate
that all rate filings and all joint proposals submitted to the Commission
will identify, for austerity purposes, discretionary spending cuts. Until
the current economic downturn reverses, utilities should employ as many
cost-cutting measures as possible. These measures could include, but are
not limited to, limiting training of employees in only safety-related or
legally-mandated areas, freezing managerial salaries, foregoing managerial
bonuses, and limiting travel."



("MFRS”) in Rate Years 2 and 3. Additional austerity includes
the July-December portion of the Company's prior commitment to
freeze executive salaries for 2010.

IV. RATE YEAR NET PLANT ADDITIONS

A. Net Plant and Net Plant Targets

1. Components of Net Plant
Actual Net Plant and the Net Plant Targets have four
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 to Gas; and 4) the Average Common Non-interest
Bearing Construction Work in Progress allocated to Electric or
to Gas.
2. Electric and Gas Net Plant Targets
The electric and gas revenue requirements for Rate Year 1,
Rate Year 2, and Rate Year 3 are based on the net plant targets
set forth in Appendix B. These net plant targets are applicable
only to the time periods specified and not any subsequent period
notwithstanding any other provision of this Proposal that may be
thought to be to the contrary. The actual average electric and
gas net plant balances at the end of each Rate Year will be
calculated using the calculation methods described in Appendix

C.



3. Reconciliations
The actual electric and gas net plant will be reconciled to
the electric and gas net plant targets for Rate Years 1, 2 and 3
on an annual rate year basis. The revenue requirement impact
(i.e., return and depreciation as described in Appendix C)
resulting from the difference (whether positive or negative) in
actual average net plant balances and the target levels will
carry forward for each of the Rate Years and be summed
algebraically at the end of Rate Year 3.
4. Deferral For the Benefit of Ratepayers
If, at the end of Rate Year 3, the cumulative incremental
revenue requirement impact from net plant additions is negative,
the Company will defer the revenue requirement impact for the
benefit of customers. If, at the end of Rate Year 3, the
cumulative revenue requirement impact is positive, no deferral
will be made. Carrying charges at the PTROR will be applied by
the Company to the amount deferred from the end of Rate Year 3
until the effective date of the succeeding Commission rate
order.
5. Related Reporting
The Company will provide Staff and other interested parties
by March 1, 2011, 2012, 2013, and 2014 a report on its capital
expenditures during the prior calendar year using the format of

the spreadsheets set forth in Appendix D.



B. Reservation

Nothing in this Proposal is intended to alter the Company’s
flexibility during the term hereof to substitute, change, or
modify its capital projects.

V. ACCOUNTING MATTERS

A. Other Deferral Accounting

1. Continuing Deferrals
The Company is authorized to continue its use of deferral

accounting with respect to the following expense and costs, and
all other expenses and costs for which Commission authorization
for deferral accounting is currently effective whether by reason
of Commission Order or policy of general applicability or by
reason of a Commission determination with specific reference to
the Company:

a) Pension Expense under Statement of Financial
Accounting Standards No. 87;

b) Post Employment Benefits Other than Pensions
("OPEB”) under Statement of Financial Accounting

Standards No. 106;

c) Manufactured Gas Plant (“MGP”) Site Investigation
and Remediation Costs;

d) Interest Costs on Variable Rate Debt;

e) Interest Costs on New Debt Issuances in Rate Year 2
and Rate Year 3;

f) Incremental costs of litigation regarding claims of
exposure to asbestos at Company facilities;



g) Research and Development costs under Commission
Technical Release No. 16;

h) Enhanced Powerful Opportunities Program (“EPOP”);

1) New York State Assessment and PSC General
Assessment;

j) Net Lost Revenues associated with the Merchant
Function Charge;

k) Revenue Decoupling Mechanisms (Electric and Gas);
1) Deferred Temporary Metro Transit Bus Tax Surcharge;
m) Deferred Unbilled Gas Revenues;

n) System Benefit Charge (“SBC”) Electric, Gas and Gas
Low Income Programs;

0) Renewable Portfolio Standards (“RPS”) and Energy
Efficiency Portfolio Standards (“EEPS”);

p) Sag Mitigation Costs-Capital Projects;

qg) Economic Development Plan implementation; and

r) Competition Education Campaign Program.

2. Property Tax True-Ups and Deferrals

For each Rate Year, the difference between the rate

allowance for property tax expense (including school, county,
city, town, and village) and actual tax expense on a Rate Year
basis will be deferred for future recovery, or return to
customers, with carrying charges at the PTROR. Differences will
be shared 90/10 between customers and Company (respectively);

provided, however, that the Company's pre-tax loss or gain will
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be limited to 10 basis points per (electric and gas) department
per Rate Year.
3. Governmental Actions
The Company is authorized to defer the revenue requirement
effect of new legislative, governmental and PSC or other
regulatory actions subsequent to the execution hereof that
individually have material (2% of net income available for
common by department) consequences for any element of cost, with
carrying charges at the PTROR.
4. TIFRS and IT Expense
The Company is authorized to defer its actual non-labor
costs of planning for and implementing IFRS incurred in Rate
Year 2 and Rate Year 3 subject to a cap on the total principal
amount of $375,000 (exclusive of carrying charges), and its
actual incremental IT expense costs incurred in Rate Year 3
subject to a cap on the total principal amount of $125,000
(exclusive of carrying charges), and to apply carrying charges
at the PTROR.
5. Commodity-Related Deferrals
The Company is authorized to continue its current deferral
practices incident to commodity/delivery mechanisms such as
ECAM, GCA, et al., which recognize the timing differences that
occur between the actual purchases of energy requirements and

the collection of costs from customers.
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6. Management Audit Costs
The Company is authorized to defer the differences between
the rate allowance and its actual costs incurred to retain the
consultant to conduct the Commission's Management Audit, with
carrying charges at the PTROR, for future recovery or return to
customers.
7. Transmission ROW Tree-Trimming Costs
At the end of Rate Year 3, the actual total expenditures
for transmission ROW tree trimming will be compared to the sum
of the rate allowances for transmission ROW maintenance (a total
of $5.042 million) and the cumulative, three-year total of any
under-spending will be deferred as of the end of Rate Year 3.
Carrying charges at the PTROR will be applied by the Company to
the amount deferred from the end of Rate Year 3 until the
effective date of the succeeding Commission rate order.
8. Listing of Deferrals
A listing of deferrals is set forth in Appendix E, together
with the specific deferral method and associated carrying charge
for each. While this listing is intended to be comprehensive,
the Signatory Parties recognize that other existing deferral
accounting employed by the Company may have inadvertently not
been included. Accordingly, the list is without prejudice with

respect to any error or omission and each Signatory reserves the
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right to revise this listing pursuant to the procedures set
forth in items XIV.E-G of this Proposal.

B. Continuation

The deferrals authorized or permitted consistent with this
Proposal will not terminate by reason of the end of Rate Year 3.

C. Right to Petition

The Company may petition the Commission for authorization
to defer extraordinary expenditures or revenue loss not
otherwise addressed by this Proposal, potentially including
items discussed above. Other signatory Parties reserve the
right to respond to any such petition as such Signatory Party
may see fit. To the extent that new mandatory regulatory,
legislative or accounting changes, tax law changes, other
regulatory policy changes, or other events materially affecting
the Company's cost of providing service not specifically
addressed herein become effective or occur during the Rate
Period covered by settlement, any Signatory Party hereto may
petition the Commission to adjust the Company's rates
accordingly.

D. Balance Sheet Offsets

Actual July 1, 2010 balances for the items shown on
Appendix F will be offset against each other as of July 1, 2010.

E. Stipulated Rate Allowances

13



Stipulated rate allowances for revenue matched items are
set forth in Appendix G.

F. Reporting of Actual Earnings

The Company will report within 90 days following the end of
each Rate Year to the Director of the Office of Accounting and
Finance showing a computation of its achieved regulatory rate of
return on common equity for the preceding Rate Year period. The
achieved regulatory return on common equity computation will be
measured by (electric and gas) department and will reflect the
lesser of an equity ratio equal to 48% or Central Hudson’s
actual average common equity ratio. The financial consequences
of any regulatory incentives, and other exclusions consistent
with existing practices, will be excluded in the computations of
regulatory rate of return on common equity.

VI. Capital Structure and Rate of Return

A. Capital Structure

The capital structures and cost rates for debt and other
customer capital are shown by Rate Year in Appendix H.

B. Deferral of Actual Costs of Debt as Compared to Forecast

In all three Rate Years the actual interest rate of
variable rate debt, consisting of the 1999 NYSERDA Series B, C,
and D issuances or their successors, will be compared with the
interest rates shown in Appendix H, Schedule 2 and the

differences will be reflected in the updated average cost of
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long term debt and the updated weighted cost of debt for the
respective rate year. In the event the 1999 NYSERDA Series B,
C, and D issuances are refinanced (including under circumstances
not contemplated by the Commission's Order Authorizing Issuance
of Securities, issued September 22, 2009, in Case 09-M-0308, and
therefore requiring Commission's authorization), the Company is
permitted to defer and amortize the costs associated with its
new debt, subject to the condition of the above-referenced Order
in Case 09-M-0308. 1In addition, for Rate Years 2 and 3 only,
the actual interest rate incurred for new fixed rate debt will
be compared with the interest rates shown in Appendix H,
Schedule 2 and the differences will be reflected in the updated
average cost of long term debt and the updated weighted cost of
debt for the respective rate year. At the end of each rate
year, the total difference between the forecast weighted cost of
long term debt and the actual weighted cost of long term debt,
for that rate year as determined above, will be multiplied by
the forecasted rate base amounts as indicated in Appendix A to
determine the electric and gas amounts to be deferred for future
recovery, oOr return to customers, with carrying charges at the
PTROR.

C. Allowed Rate of Return on Common Equity

The allowed return on common equity is 10.0% for all three

Rate Years.
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D. Earnings Sharing

Actual regulatory earnings in excess of 10.50% and up to
11.00% will be shared equally between ratepayers and
shareholders. Actual regulatory earnings in excess of 11.00%
and up to 11.50% will be shared 80/20 (ratepayer/shareholder).
Actual regulatory earnings in excess of 11.50% will be shared
90/10 (ratepayer/shareholder). These earnings sharing
percentages shall be maintained until the effective date of the
succeeding Commission rate order.

The Company will defer for the future benefit of ratepayers
fifty percent of its share of any actual earnings in excess of
11.50% to reduce the deferred debit undercollections of MGP Site
Investigation & Remediation Costs, interest costs on variable
rate, interest costs on new issuances of long term debt,
property tax, and stray voltage expense; provided, however, that
such reduction in deferred debit deferrals will be further
limited so as not to cause the resulting actual earnings to
decrease below an 11.50% return on equity.

VII. FORECASTS OF SALES AND CUSTOMERS

Electric and gas forecasts for sales volumes and numbers of
customers are set forth in Appendix TI.

The electric forecasts utilize Staff’s initial sales and
customer forecasts by category, as allocated to service class

and/or sub-class utilizing the Company’s sales and customer
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allocations, and as adjusted utilizing the Company’s initial
forecast for PV net metering reductions and the Company’s
rebuttal forecast of EEPS reductions. In addition to the
aforementioned adjustments, Staff’s concomitant revenue forecast
has been adjusted to: (1) reflect base MFC rates only, (2)
utilize correct revenue tax factors, and (3) exclude revenue tax
on EBC, SBC and RPS.

The gas forecasts utilize both Staff’s initial customer
forecasts and the Company’s rebuttal sales and customer
forecasts. For each of the Rate Years, the Company will defer
for return to customers through the RDM revenues due to the
number of residential customers (SC Nos. 1, 12 & 16) in excess
of the lower of the two respective forecasts, but only up to the
number of residential customers in the higher of the respective
forecasts, with carrying charges at the Other Customer Capital
Rate. Revenues calculated using the service classification 1
and 12 UPC targets that are in excess of the higher of the
respective residential customer forecasts contained in Appendix
I will be retained by the Company. These deferral provisions
will also be applicable to the number of non-residential
customers (SC Nos. 2, 6, 13 & 15), but only for Rate Year 1.

For Rate Years 2 and 3 of this Joint Proposal, only the
Company’s rebuttal sales and customer forecasts will be used in

setting rates for these customers.
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Billing determinants corresponding to these adjusted sales
are also set forth in Appendix I.

VIIT. EMBEDDED COST OF SERVICE

Revised electric Embedded Cost of Service ("ECOS") studies
reflecting the Appendix A Income Statement values and the
Appendix I customer and sales forecasts for historical embedded
electric service, historical embedded delivery-only, and pro-
forma delivery-only studies are set forth in Appendix J.

Revised gas ECOS studies reflecting the Appendix A Income
Statement values and the Appendix I customer and sales forecasts
for historical embedded and pro-forma studies are set forth in
Appendix K. Both electric and gas ECOS studies also reflect the
rate unbundling changes described below.

IX. REVENUE ALLOCATION AND RATE DESIGN

A. Revenue Allocation

If the unitized rates of return for a service class, as
determined by both the historic period and pro forma delivery-
only ECOS study results set forth in Appendices J and K show a
deficiency or surplus, relative to a tolerance band of +/- 15%,
that class will receive an allocation of the incremental revenue
requirement subject to the following criteria: a maximum of
1.25x overall system increase (in Rate Year 1 only) to classes
earning less than 85% of the system average ROR, and a minimum

of 0.75x overall system increase to classes earning more than
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115% of the system average ROR. If the results of the ECOS
indicate varying results in the unitized rate of return for a
service class, that class will receive an allocation of the
incremental revenue requirement using the overall system
average. These criteria produce the following increases for the
service classes described below: For electric, SC 3 is
allocated 0.75x the system average increase, SC 13 customers are
allocated the system average increase, and the allocations for
SC 3 and SC 13 are applicable to all three Rate Years. For gas,
SC 11 Distribution is allocated the system average increase, SC
11 Transmission customers are allocated 0.75x the system average
increase, and the allocations for SC 11 Distribution and SC 11
Transmission are applicable to all three Rate Years. The
resulting revenue allocations by class are set forth in Appendix
L.

B. Rate Design

Rate design for service classifications other than for
electric SC 14 (standby service) and for gas SC 15 (distributed
generation - commercial/industrial) and gas SC 16 (distributed
generation - residential) is set forth in Appendix M. For each
of the sub classes in gas SC 11, the rate increases developed by
sub-class pursuant to the revenue allocation procedures set
forth in item IX.A above have been levelized across all three

Rate Years. Additionally, rates effective July 1, 2013 have
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been developed for each sub-class under gas SC 11 to reflect the
rates that would have been in effect July 1, 2012 if the rate
increases had not been levelized. The Company is authorized to
defer monthly the revenue differences resulting from the
levelization of the rate increases for all gas SC 11 subclasses
as compared to the sub-class revenues that would have been
received from non-levelized rates for the term of the agreement
for future recovery, or return to customers, with carrying
charges at the PTROR.

Rate design changes for electric SC 14 (standby service)
and for gas SC 15 (distributed generation -
commercial/industrial) and gas SC 16 (distributed generation -
residential) will be made during the compliance stage of this
proceeding.

C. Residential Time of Use - SC6

The Signatory Parties agree that the SC 6 Residential Time
of Use on and off-peak volumetric delivery rate split will be
phased out, resulting in a single delivery rate in Rate Year 3.

D. Delivery Revenue Increase Bill Impacts

The agreed-upon delivery revenue increases have the
estimated bill impacts set forth in Appendix N.

X. Enhanced Powerful Opportunities Program (“EPOP”)

The existing Commission-approved EPOP program will be

expanded by a targeted incremental 110 participants per Rate
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Year. Corresponding incremental funding of $176,000 per Rate
Year will be provided and has been reflected in the Appendix A
Income Statements. These enhancements will produce total EPOP
funding of $1.747 million in Rate Year 1, $1.957 million in Rate
Year 2, and $2.170 million in Rate Year 3. In the event the
actual costs of the program in any Rate Year vary from the
authorized expenditure level, any excess costs incurred by the
Company will be deferred for future recovery up to 15% of the
total program costs and any under expenditures will be rolled
over for program use in subsequent Rate Years with carrying
charges applied at the PTROR. The Company will continue to file
quarterly and annual reports and evaluations in accordance with
the March 22, 2007 EPOP Order in Cases 05-E-0934 and 05-G-0935.

XI. TARIFF-RELATED MATTERS

A. Generally

Except as may be clarified or altered below, existing
tariff provisions and related rate making will generally be
continued.

B. Low Income Bill Discount Program

The low income bill discount for the Home Energy Assistance
Program ("HEAP") will increase to $7.00 in RY1, $9.00 in RY2,
and $11.00 in RY3 and will be applied up to the total
corresponding funding in rates at $974,400 in Rate Year 1,

$1,252,800 in Rate Year 2, and $1,531,200 in Rate Year 3, as has
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been reflected in the Appendix A Income Statements. Any
accumulated balances of program under-spending will remain in
the Low Income Bill Discount program and carrying charges will
be applied at the PTROR. In the event that increases in the
numbers of customers qualifying for HEAP occur and the funding
for the discounts provided in Appendix A is inadequate to
provide the discounts to all qualifying customers, the Company
is authorized to defer the difference between the rate allowance
and the actual discounts for future recovery with carrying
charges at the PTROR.

C. Economic Development

Central Hudson shall continue its existing Economic
Development programs, as modified in the Economic Development
Plan filing made by the Company in September 2009, to the extent
that suitable applications are made, and shall implement the
additional Economic Development programs, as set forth in the
Economic Development Plan filed by the Company in September
2009, to expend up to a total of $1 million per Rate Year from
the existing Economic Development funding. Specifically, the
Company will continue, as modified, its Shovel Ready program,
Job Attraction program, Job Expansion program, Revitalization
program, and the Substation Operations and Maintenance Costs
program, eliminate the existing Retention and Utility

Infrastructure programs, implement a new Wired Innovation Center
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program and fund the other economic development activities
described in its Economic Development Plan filing. In addition,
recognizing that the Economic Development fund will be
extinguished by the end of Rate Year 3 based upon the programs
described above, this Rate Plan includes a $300,000 ED rate
allowance beginning in Rate Year 3.

To the extent that the accumulated ED expenditures at the
end of Rate Year 3 are less than the combined amount of the
existing Economic Development Fund and the Rate Year 3 rate
allowance, the Company shall defer such under-spending. The
deferred amount will remain allocated for future Economic
Development programs and/or purposes.

D. Continuation of Gas Balancing

The treatment of gas balancing will continue per the 2006
Rate Plan.

E. Continuation of ECAM, GSC and PPA Allocation

The existing ECAM and GSC mechanisms and the allocation of
Power Purchase Agreement costs/benefits will continue per the
2009 Rate Order.

F. Continuation of Retail Access Lost Revenues

The existing retail access migration-related lost revenue
mechanism will continue per the 2009 Rate Order, in which fifty
percent of retail access migration related lost revenue is

collected through the Supply Charge component of the Merchant
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Function Charge, which is avoided by retail access customers,
and fifty percent through the transition adjustment paid by all
customers.

G. RDMs

1. Electric RDM

The electric RDM Adjustment is applicable to Service
Classification Nos. 1, 2, and 6, and those customers taking
service under SC No. 14 whose parent service classification
would be either SC 1, 2 or 6. The RDM is not applicable to
Service Classification Nos. 3, 5, 8, 9 and 13.

a. Delivery Revenue Targets

Delivery Revenue Targets by month for each service
classification or sub classification will be based on delivery
revenue targets for each Rate Year ending June 30 as set forth
in Appendix O.

b. Definitions
1.) Actual Billed Delivery Revenue

Actual Billed Delivery Revenue is defined as the sum of
total billed revenue derived from customer charges, base rate
energy delivery charges, base rate demand delivery charges and
Merchant Function Charges inclusive of lost revenues including
the Transition Adjustment, all as applicable. Actual Delivery
Revenue shall not include revenues derived from the RDM

Adjustment. The actual delivery revenue in the first two months
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of each rate year will be adjusted upward to reverse the effect
of pro-ration between old and new rates in actual revenue. This
will be accomplished by multiplying actual billing determinants
for each RDM eligible class by the new rate year rates.
2.) Annual RDM Period

Annual RDM Period is defined as the twelve months ending

June 30 and each succeeding twelve-month period thereafter.
3.) RDM Adjustment Period

RDM Adjustment Period is defined as the twelve months

beginning August 1 immediately following each Annual RDM Period.
c. Determination of RDM Adjustment

For each service classification or sub classification
subject to the RDM Adjustment, the Company will, on a monthly
basis, compare Actual Billed Delivery Revenue to a Delivery
Revenue Target. If the monthly Actual Billed Delivery Revenue
exceeds the Delivery Revenue Target, the delivery revenue excess
will be accrued for refund to customers at the end of the Annual
RDM Period. Likewise, if the monthly Actual Billed Delivery
Revenue 1s less than the Delivery Revenue Target, the delivery
revenue shortfall will be accrued for recovery from customers at
the end of the Annual RDM Period.

On a monthly basis, interest at the Commission’s rate for
other customer provided capital will be calculated on the

average of the current and prior month’s cumulative delivery
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revenue excess/shortfall (net of state and federal income tax
benefits).

At the end of an Annual RDM Period, total delivery revenue
excess/shortfalls, and associated interest, for each service
classification or sub classification will be refunded/surcharged
to customers through service classification or sub
classification-specific RDM Adjustments applicable during a
corresponding RDM Adjustment Period. The RDM Adjustment for
each applicable service classification or sub classification
shall be determined by dividing the amount to be
refunded/surcharged to customers in that service classification
or sub classification by estimated kWh and/or kW deliveries to
customers in that service classification or sub classification
over the RDM Adjustment Period. RDM Adjustments shall be
rounded to the nearest $0.00001 per kWh or $0.01 per kW.

Following each RDM Adjustment Period, any difference
between amounts required to be charged or credited to customers
in each service classification or sub classification and amounts
actually charged or credited will be charged or credited to
customers in that service classification or sub classification,
with interest, over a subsequent RDM Adjustment period, or as
determined by the Commission if no RDM is in effect.

If for any reason, a service classification or sub

classification included in the RDM no longer has customers, the
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Company will consult with Commission Staff pursuant to items
XIV.E-G of this Proposal.
d. Interim RDM Adjustments
If at any time during an Annual RDM Period, the total of
cumulative delivery revenue excess/shortfall for all of the
Company’s service classifications and sub classifications
subject to the RDM Adjustment exceeds $4 million, the Company
will implement interim RDM Adjustments by service classification
and sub classification on no less than ten days notice. The
refund/collection of the Interim RDM Adjustment will occur over
a twelve month period. These Interim RDM Adjustments are subject
to reconciliation at the end of the Annual RDM Period in which
refund/collection of the Interim RDM Adjustment terminates. RDM
factors, including Interim RDM Adjustments, may only be changed
once in any given six-month period.
e. Statement of RDM Adjustments
Not less than ten (10) days prior to a proposed change in
the RDM Adjustments, a Statement showing each factor by service
classification, or sub-class, and the effective date will be
filed with the Public Service Commission.
f. Continuation
Delivery Revenue Targets for the Annual RDM Period ending
June 30, 2013 shall remain in effect until otherwise changed by

the Commission.
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2. Gas RDM

The unit per customer (“UPC”) structure of the gas RDM will
continue per the 2009 Rate Order, subject to the deferral of
revenues previously described in item VII, above. Specifically,
deliveries for Service Classification Nos. 1, 2, 6, 12 and 13
are subject to reconciliation through an RDM Adjustment. The
RDM is not applicable to Service Classification Nos. 8, 9, 11,
14, 15 and 16.

Unit per Customer (UPC) Targets set forth in Appendix O are
determined for Service Classification Nos. 1 and 12 combined and
Service Classification Nos. 2, 6 and 13 combined, by billing
block for each month by dividing billing determinant units, Mcf,
by customer months based on the billing determinants and
customer forecasts as set forth in Appendix I.

Actual UPC will be calculated in the same manner as the
target UPC, on a monthly basis, based on actual billed usage as
adjusted by the Weather Normalization Adjustment described in
General Information Section 27 of the Company's Gas Tariff and
billed customer months.

a. Definitions
1.) Annual RDM Period

Annual RDM Period is defined as the twelve months ending

June 30 and each succeeding twelve-month period thereafter.

2.) RDM Adjustment Period
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RDM Adjustment Period is defined as the twelve months
beginning August 1 immediately following each Annual RDM Period.
b. Determination of RDM Adjustment

For each service classification group, the Company will
compare, on a monthly basis, the difference between Actual UPC
and corresponding UPC Targets, by billing block, to determine
the UPC difference. The UPC difference will then be multiplied
by the actual number of billed customer months in each service
classification group to calculate the total unit difference by
billing block. The total unit difference by billing block will
then be multiplied by the applicable base delivery rate and the
applicable Merchant Function Charges, as defined in General
Information Section 42.B of the Company's Gas Tariff, and
combined to determine the total delivery revenue excess or
shortfall to be accrued for refund to or recovery from customers
at the end of the Annual RDM Period.

On a monthly basis, interest at the Commission’s rate for
other customer provided capital will be calculated on the
average of the current and prior month’s cumulative delivery
revenue excess/shortfall (net of state and federal income tax
benefits). At the end of an Annual RDM Period total delivery
revenue excess/shortfalls, and associated interest, for each
service classification group will be refunded/surcharged to

customers through service classification group-specific RDM
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Adjustments applicable during a corresponding RDM Adjustment
Period. The RDM Adjustment for each applicable service
classification group shall be determined by dividing the amount
to be refunded/surcharged to customers in that service
classification group by estimated Ccf to customers in that
service classification group over the RDM Adjustment Period.
RDM Adjustments shall be rounded to the nearest $0.00001 per Ccf
and applied to all billed Ccf deliveries.

Following each RDM Adjustment Period, any difference
between amounts required to be refunded or surcharged to
customers in each service classification group and amounts
actually refunded or surcharged will be refunded or surcharged
to customers in that service classification group, with
interest, over a subsequent RDM Adjustment period, or as
determined by the Commission if no RDM is in effect.

If for any reason, a service classification included in the RDM

no longer has customers, the Company will consult with

Commission Staff pursuant to items XIV. E-G of this Proposal.
c. Interim RDM Adjustments

If at any time during an Annual RDM Period, the total of
the cumulative delivery revenue excess/shortfall exceeds $2
million, the Company will implement interim RDM Adjustments by
service classification group on no less than ten days notice.

The refund/surcharge of the Interim RDM Adjustment will occur
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over a twelve-month period. These Interim RDM Adjustments are
subject to reconciliation at the end of the Annual RDM Period in
which refund/surcharge of the Interim RDM Adjustment terminates.
RDM factors, including Interim RDM Adjustments, may only be
changed once in any given six-month period.
d. Statement of RDM Adjustments

Not less than ten (10) days prior to a proposed change in
the RDM Adjustments, a Statement showing each factor by service
classification group and the effective date will be filed with
the Public Service Commission.

e. Continuation

UPC Targets for the Annual RDM Period ending June 30, 2013
shall remain in effect until otherwise changed by the
Commission.

3. Billing Determinants

RDM billing determinants by Rate Year and by class are set

forth in Appendix O.
4. Conforming Tariffs

The electric and gas tariffs will be amended to conform to

the provisions set forth in sections 1 and 2, above.

H. Rate Unbundling

The MFCs represent cost-based components of commodity
related procurement, commodity related credit and collections,

commodity related call center costs, commodity related
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advertising and promotions, and related Administrative and
General (A&G) expenses and rate base items allocated to each
component. The MFC will be sub-divided into an MFC
Administration and MFC Supply.

MFC Administration will include the commodity related
credit and collections component and 50% of commodity related
call center costs, plus Administrative and General (A&G) and
rate base items associated with each component.

MEFC Supply will include commodity related procurement, 50%
of the commodity related call center costs, commodity related
advertising and promotions, and related A&G expenses and rate
base items allocated to each component.

Customers taking commodity service from the Company will be
billed MFC Administration and MFC Supply. Customers that choose
to purchase their commodity service from an ESCO that is not
participating in the POR program will not be billed MFC
Administration or MFC Supply. Customers that choose to purchase
their commodity service from an ESCO that is participating in
the POR program will be billed MFC Administration and avoid MFC
Supply.

The MFC structures and related base rates set forth in
Appendix M have been modified as follows:

1. A1l costs recovered in the prior MFC Administration

Charge are now be recovered in base rates.
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2. A new MFC Administration Charge, comprised of
procurement-related credit and collections costs and
fifty-percent of procurement-related call center costs,
both of which were previously recovered through the MFC
Supply Charge, has been established.

3. Delivery-related advertising and promotion costs
recovered through prior MFC Supply Charge are now
recovered in base delivery rates.

4. The prior MFC Supply Charge will be adjusted by #2 and
#3, above.

I. Lost and Unaccounted For and Factors of Adjustment

The gas Lost and Unaccounted For (“LAUF”) target and method
for annual calculations, as well as the attendant factor of
adjustment, will continue as specified on page 59 of the 2009
Rate Order, but will also employ an updated three-year average
each Rate Year. The three year average shall be calculated for
the twelve months ending August 31 each year, and will be
applicable to the period September 1- August 31 of the ensuing
year.

Electric service-level specific factors of adjustment will
be determined using the most recent 36-month system average and
the methodology per the 2009 Rate Order.

J. Hourly Pricing Provision
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The Hourly Pricing Provision (“HPP”) will be expanded to
include customers with demands of 300 kW or greater. The
Company will file an implementation plan within two months
following Commission approval of this Proposal.

K. Weather Normalization Adjustment

The Weather Normalization Adjustment (“WNA”) will be
continued per the 2009 Rate Order.

L. Interruptible Imputation

The interruptible imputation structure as set forth in the
2009 Rate Order will be continued and the imputation will be set
at $2.4 million for each Rate Year.

XIT. PERFORMANCE MECHANISMS

A. Customer Service

The customer service quality performance and reporting
requirements will continue per the 2009 Rate Order. 1In
addition, however, the Company shall, within 90 days of
Commission approval of this Proposal, file a proposed plan to
establish a procedure for benchmarking the results of the IVR-
based survey to the results of the current mail survey.

The criteria for the PSC complaint rate and corresponding

potential Negative Revenue Adjustments (“NRA”) are:

PSC Annual Complaint Rate Amount
< 1.7 None

1.7 $475,000

1.8 $570,000

1.9 $665,000
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2.0 $760,000
2.1 $855,000
2.2 $950, 000

The criteria for the Customer Satisfaction Survey and

corresponding potential NRAs are:

CSI Annual Performance Amount
85 or higher None

84 < CSI < 85 $237,500

83 < CSI < 84 $475,000

82 < CSI < 83 $712,500

< 82 $950,000

B. Electric Reliability

The electric service annual metrics for System Average
Frequency Index (SAIFI) and Customer Average Duration Index
(CAIDI) shall be a 15 basis point (electric, pre-tax) potential
negative revenue adjustment for failure to achieve an annual
SAIFI target of 1.45, and a 15 basis point (electric, pre-tax)
potential negative revenue adjustment for failure to achieve an
annual CAIDI of 2.50. These index targets are the same as
approved in the 2009 Rate Order and the Quarterly Meeting
process will be continued per the 2009 Rate Order. Also, as in
the 2009 Rate Order, the Company will submit an annual
compliance report by March 31st for the reliability index
targets. All electric metric targets for calendar year 2013
remain in effect until modified by a Commission order in a

subsequent Central Hudson electric rate case. The Company will
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complete the first cycle of the Modified Enhanced distribution
ROW tree trimming program by December 31, 2011 or be subject to
a five electric basis point (electric, pre-tax) negative revenue
adjustment.

C. Gas Safety Metrics

1. Emergency Response Time
The gas emergency response time metrics approved in the
2009 Rate Order will be continued.
2. Gas Leak Backlog
The Gas Income Statements set forth in Appendix A include
rate allowances for the Company's forecast of the number of gas
leaks to be repaired and the costs per average repair. The
backlog targets per the following table are actionable in the
specified calendar year provided, however, that if the Company
incurs more costs than provided for in rates, the Company is
free to seek deferral for any excess amount expended per page 64
of the 2009 Rate Order above the corresponding rate allowances
that are based upon a fixed number of leaks assumed to be

repaired and cost per average leak.

Gas Calendar 2011 2012 2013
Leak Backlog 320 295 260
at year end

Repairable 27 24 20
leaks at year

end
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3. Gas Total Damage Targets, Mismark Targets, and
Company/Company Contractor Damages
The gas total damage targets, mismark targets, and
Company/Company Contractor Damages ("CCCD") set forth in the

2009 Rate order are updated as follows:

Gas Calendar Year End (per 1000 tickets)
2011 2012 2013
Total Damages 2.80 2.60 2.40
Mismarks 0.50 0.50 0.50
CCCD 0.30 0.28 0.25

4. Negative Revenue Adjustments
Should the Company not meet a metric set forth above, it
will be subject to the following potential negative Revenue
Adjustments: leak backlog - $210,000 (equivalent to 14 gas BP;
allocated $90,000 to the Total Leak Backlog target, and $120,000
to the Repairable Leak Backlog target); Excavator damages -
$150,000 (equivalent to a total of 10 gas BP; allocated as
follows: $30,000 to Total Damages, $60,000 to Mismarks, and
$60,000 to CCCD); and Emergency Response - $90,000 (equivalent
to 6 gas BP, allocated $60,000 to the 30 Minute Response target,
and $30,000 to the 45 Minute Response target).
5. Reporting
The Company will submit a report to the Director of the
Office of Electric, Gas and Water on its performance in the

areas of the recommended targets within 30 days following the
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end of the calendar year. The report shall also list, and
separately identify, those services replaced under the
infrastructure enhancement program and those replaced under the
high pressure inside meter set replacement program.

6. Continuation

All gas metric targets for calendar year 2013 remain in
effect until modified by a Commission order in a subsequent
Central Hudson gas rate case.

7. Infrastructure Enhancement

A minimum capital budget of $19.3 million is established
for the replacement of leak-prone pipe over the three-year
period of calendar years 2011-2013, subject to expenditure of no
less than $6.0 million in each calendar year, ending 12/31/2013.
The pipe to be removed from service shall be identified and
ranked using a risk-based methodology.

If actual expenditures fall short of $6.0 million in any
year, Central Hudson will defer for ratepayer benefit the
revenue requirement equivalent of the shortfall multiplied by
0.5.

A minimum capital budget of $2.5 million is established for
the installation costs associated with the “Inside Pressure
Service Replacement Program” over the three-year period of
calendar years 2011-2013, subject to expenditure of no less than

$450,000 in calendar year 2011, and $900,000 in each calendar
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year, 2012 and 2013. The program will be to relocate the meter
and service regulator outside the structure, unless it is unsafe
to do so, it is limited by local ordinances or historical
significance, or when significant individual customer concerns
are encountered, provided that the Company is able to obtain
satisfactory access to the indoor location of the meter.

If actual expenditures fall short of the $450,000 in
calendar year 2011, $900,000 in calendar year 2012 or 2013,
Central Hudson will defer for ratepayer benefit the revenue
requirement equivalent of the shortfall multiplied by 0.5.

8. Commitment to New Gas Program

During 2010, the Company will initiate a new Gas
Construction Quality Assurance Inspection Program for its gas
capital construction and its gas leak repair program. The scope
of this program is to review and improve overall quality and
reduce damages through the inspection of scheduled construction
or repair projects being performed by Company, as well as
contractor, crews, and to monitor job site safety, adherence to
gas construction standards and operation and
maintenance procedures. A report of actions taken and lessons
learned will be provided annually to Director of the Office of
Electric, Gas and Water by March 30 following the end of each
calendar year. The Company commits to continue this program and

reporting for the term of this Proposal.
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XIIT. OTHER

The Company will, during the term of this Proposal,
continue to file an annual Outreach and Education Plan with the
Office of Consumer Policy that is consistent in scope with plans
filed by the Company under the 2006 Rate Plan and 2009 Rate
Order.

XIV. ADDITIONAL PROVISIONS

A. Submission and Support

The Signatory Parties agree to submit this Proposal to the
Commission and recommend that it be adopted and approved by the
Commission as the resolution of these cases.

B. Acceptance by the Commission

It is understood that each provision of this Proposal is in
consideration and support of all the other provisions and each
provision is expressly conditioned upon acceptance by the
Commission of this Proposal in its entirety without change. If
the Commission does not approve this Proposal according to its
terms without change, then the parties to the Proposal will be
free to pursue their respective positions in these cases without
prejudice.

C. Non-Precedential Nature

The terms and conditions of the Proposal apply solely to,
and are binding on each Signatory Party only in the context of,

the purposes and results of this Proposal. None of the terms
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and provisions of this Proposal, nor any methodology or
principle utilized herein, and none of the positions taken
herein by any Signatory Party may be referred to, cited or
relied upon by any other Signatory Party in any fashion as
precedent or in any other proceedings before the Commission, or
any other regulatory agency, or before any court of law for any
purpose except in furtherance of the purposes and results of the
Proposal and except as may be necessary in explaining derivation
of specific costs or accounting treatments as relevant to future
ratemaking proceedings.

D. Reservations

Central Hudson fully reserves its rights concerning its
pending petition for rehearing in Cases 08-E-0887 and 08-G-0888.
Nothing in this Proposal or the Commission's action in response
to it is intended, or may be interpreted, to prejudice Central
Hudson's pending petition for rehearing in Cases 08-E-0887 and
08-G-0888. Other Signatory Parties fully reserve their rights
to take such positions concerning the petition as they see fit.

E. Mutual Cooperation

The Signatory Parties recognize that certain provisions of
this Proposal require that actions be taken in the future to
effectuate fully this Proposal. Accordingly, the Signatory
Parties agree to cooperate with each other in good faith in

taking such actions.
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F. Procedures in the Event of a Disagreement

In the event of any disagreement over the interpretation of
this Proposal or the implementation of any of the provisions of
this Proposal, which cannot be resolved informally among the
Signatory Parties, such disagreement will be resolved as
follows: the parties promptly will confer and in good faith will
attempt to resolve such disagreement. If any such disagreement
cannot be resolved by the parties within fifteen (15) business
days from notification to a Signatory Party or a longer period
if agreed to by the Signatory Parties, the matter will be
submitted to an ALJ designated by the Chief ALJ for a non-
binding determination on an expedited basis using alternative
dispute resolution techniques or such other procedures as the
ALJ decides are appropriate under the circumstances. Within
fifteen (15) days from the ALJ's decision, any party may
petition the Commission for relief from the ALJ's determination
on the disputed matter.

G. Other Permitted Filings

Notwithstanding the other provisions of this Proposal, the
Signatory Parties agree that the following rate changes will be
permitted during the effectiveness of this Proposal, provided
that the Commission’s approval is granted prior to the
implementation of such changes: A minor change in any

individual base rate or rates whose revenue effect 1s de minimis
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or essentially offset by associated changes in other base rates,
terms or conditions of service - for example, an increase in a
specific base rate charge in the same or in other service
classifications. The Signatory Parties agree that any Signatory
Party will be allowed to take any position it may wish regarding
any such proposed rate change.

It is understood that, over time, such minor changes are
routinely made and that they may continue to be made during the
effectiveness of this Proposal provided they will not result in
a change (other than a de minimis change) in the revenues that
Central Hudson's base rates are designed to produce overall
before such changes. The Signatory Parties agree that any
Signatory Party will be allowed to take any position it may wish
regarding any such proposed rate change.

Notwithstanding the foregoing, while the Company has no
intention of changing rates during the effectiveness of this
Proposal, it will make changes if so directed by the Commission.

If a circumstance were to occur that, in the judgment of
the Commission, so threatens the Company's economic viability or
ability to maintain safe and adequate service as to warrant an
exception to this undertaking, then Central Hudson will be
permitted to file for an increase in base rates at any time.

The Signatory Parties recognize that the Commission

possesses the authority to act on the level of Central Hudson's
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base rates in the event of unforeseen circumstances that, in the
Commission's opinion, have such a substantial impact on the
range of earnings levels or equity costs envisioned by this
Proposal as to render Central Hudson's rates unreasonable or
insufficient for the provision of safe and adequate service at
just and reasonable rates.

Nothing herein shall preclude Central Hudson from
petitioning the Commission for approval of new services or of
rate design or revenue allocation changes on an overall revenue-
neutral basis, including, but not limited to, the implementation
of new service classifications and/or cancellation of existing
service classifications.

H. Execution in Counterparts

This Proposal is being executed in counterpart originals,
and will be binding on each and every Signatory Party when the
counterparts have been executed.

WHEREFORE, This Proposal has been agreed to as of the Third
day of February, 2010, by and among the following, each of whom,
by its signature, represents that he or she is fully authorized
to execute this Proposal and, if executing this Proposal in a
representative capacity, that he or she is fully authorized to
execute it on behalf of his or her principal(s).

Staff of the Department

of Public Service
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Central Hudson
Gas & Electric Corporation



APPENDICES

46



