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May 1, 2026

Introduced by M of A SHRESTHA -- read once and referred to the Commt-
tee on Corporations, Authorities and Comm ssions

AN ACT to anend the public service law, in relation to enacting the
"fair authorized investnment returns act”

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Short title. This act shall be known and nay be cited as
the "fair authorized investnment returns act".

8 2. Legislative findings. The legislature finds and declares all of
the foll ow ng:

1. Investor-owned el ectric, gas, and water utilities are entitled to a
reasonable opportunity to earn a fair return on their invested capital,
but ratepayers should not bear costs that exceed the |evel necessary to
attract capital under prevailing market conditions. A return on equity
aut hori zed above the mininumrate of return necessary to attract capital
i nvestnent results in charges to ratepayers that are unjust and unrea-
sonabl e.

2. Authorized returns on equity over and above the nmininmumrate of
return necessary to attract capital investnment -- the cost of capital --
harm rat epayers in nultiple ways, including the direct cost of excess
returns passed on to ratepayers, the increnental corporate incone taxes
owed on those excess returns, and the further costs that flow from the
wel | - docunment ed Aver ch-Johnson effect, by which too-high rates of return
on equity create incentives for wutilities to over invest in capital
assets.

3. The Capital Asset Pricing Mddel, applied to the | ow narket beta of
regulated wutility wequities relative to broad narket indices, suggests
that a premumto the 10-Year Treasury risk-free rate of less than two
percent is warranted. Di scounted cash flow analysis leads to a simlar
concl usi on.

4. The significant premiumto book value at which the holding compa-
nies of nost utilities trade provides further evidence that authorized
returns on equity are above utilities' cost of equity. As a matter of

EXPLANATI ON--Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onmtted
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financial principle, a utility earning a return on equity equal to its
cost of equity should trade at approxi mately book val ue.

5. That the return on equity awarded to regulated utilities in this
state is broadly consistent with those awarded in other jurisdictions
does not dispel these concerns. Rather, these consistently excessive
returns reflect a rate-setting process in which regulators in each
jurisdiction reference what other jurisdictions have awarded.

6. More broadly, these excessive returns and prem um valuations are a
predi ct abl e consequence of the well-docunented phenonmenon of regulatory
capture and capital bias, as explored in the foundational work of George
Stigler (Nobel Prize, 1982) and Jean Tirole (Nobel Prize, 2014). The
regul ated entities subject to conmission oversight can devote substan-
tial resources to influencing regulatory outconmes that determine their
profitability -- including the hiring of experts to advance favorable
interpretations of otherw se straightforward financial nodels, the main-
tenance of revolving-door enploynment relationships with forner regul a-
tors, and extensive "educational"” engagenent with regulatory staff --
while ratepayer interests are represented by conparatively limted
resources. Process enhancements such as mandating nore sophisticated
analytical nmodels wll not resolve this inbal ance, because the probl em
is not which analytical tools are used but how their inputs are chosen.

7. These excessive returns translate to a substantial burden upon
ratepayers. Across the country, utilities earn excess profits that go
beyond their entitled reasonable returns, anounting to approxinmately
five hundred dollars extra per household annually. Soaring rates place a
growi ng share of househol ds at risk of service disconnection. Businesses
are also inpacted, as high rates disadvantage themrel ative to conpet-
itors based el sewhere.

8. The current process by which the public service commssion and
regulated wutilities set rates has historically been inaccessible and
i ndeci pherable to the public and often runs contrary to the stated goals
of ensuring affordable, safe, secure, and reliable utility service for
residential and business consuners.

9. The default authorized return established by this act -- equal to
the 10-Year Treasury plus 200 basis points -- is set at a level the
|l egislature finds to be at or above the cost of equity for nobst covered
utilities under prevailing market conditions, based on the financial
evidence described in subdivisions three and four of this section. At
current treasury rates, this fornula produces an authorized return above
what financial nodels indicate is required to attract capital for regu-
lated utility equity having the risk profile of a typical covered utili-
ty. The 200 basis point premumis designed to ensure that, for the
large majority of covered wutilities in ordinary circunstances, the
default authorized return is not confiscatory, while still representing
a significant reduction fromthe historically excessive returns that the
current regulatory process has produced. The | egislature recognizes that
mar ket conditions may change over tine and that what constitutes an
adequate return will vary accordingly; this act's annual reset mechani sm
ensures that the treasury conponent of the default authorized return
tracks prevailing market conditions.

10. A conpetitive equity auction conducted pursuant to section twen-
ty-eight-c of the public service |law that produces an authorized return
on equity above the default authorized return does not by itself estab-
lish that the default authorized return is confiscatory or below the
constitutional mMnimm In the early period follow ng enact nent ,
auction-clearing returns nay exceed the default authorized return in
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part because investors are unfamliar wth these instrunents and require
a premumreturn to conpensate for that unfamliarity -- a prem um that
the legislature expects to decline as these instrunments becone estab-
lished in the capital markets. Even in this transitional period, the
availability of the auction nmechani smensures that no covered utility is
required to operate under a return below what willing investors, in a
conpetitive process, have determ ned to be adequate conpensation for the
associated risk. This act's true-up provisions further ensure that any
covered utility that conducts an auction is made whole for the period
during which the default authorized return was in effect, so that no
covered utility suffers a permanent confiscatory outcone.

11. The default authorized return and the conpetitive equity auction
mechani sm taken together, satisfy the constitutional standard artic-
ulated in Federal Power Comm ssion v. Hope Natural Gas Co., 320 U S.
591 (1944), and Bluefield Waterworks & Inprovement Co. v. Public Service
Commi ssi on of West Virginia, 262 U S. 679 (1923), by ensuring that every
covered wutility has both a presunptively adequate default return and an
opportunity to denonstrate, through conpetitive nmarket evidence, that a
higher return is required. Sealed-bid uniformprice auctions are w dely
used in capital markets, including for the issuance of U S. Treasury
securities, and the conpetitive pricing nechanismestablished by this
act is functionally equivalent to processes that operate successfully in
debt and equity markets worl dw de. Seal ed-bid uniformprice auctions are
al so the nmechani sm by which the Federal Communications Comm ssion allo-
cates el ectronmagnetic spectrum and by which regional transm ssion organ-
i zations such as PJM Interconnection and | SO New Engl and procure el ec-
tric generation capacity. The application of this well-established
mechanismto the determnation of utility equity costs is novel, but the
mechanismitself is proven across nultiple regul ated markets.

12. Wien conpetitive markets exist and function effectively, market
prices can provide the information required to protect consuners from
price gouging. Regulatory discretion is warranted when markets fail to
function effectively. 1In the case of utility debt, comm ssions do not
convene adj udicatory proceedings to deternine a "reasonable” bond vyield;
they incorporate the market-detern ned coupon rate because a conpetitive
debt nmarket provides reliable evidence of the cost of debt. This act
applies the sanme principle to equity: where a conpetitive auction can
provide direct, transaction-level evidence of +the return investors
require to supply equity capital to a regulated utility, that evidence
is superior to any estimate produced by expert testinony applying
contested financial nodels. A covered utility is no nore entitled to
demand a judicially supervised determnation of its equity cost than it
is to demand such a deternmination of its debt cost. State |I|egislatures
routinely establish fornulaic rate structures by statute, including
avoi ded- cost requirenents under the Public Utility Regulatory Policies
Act of 1978, net netering conpensation rates, and feed-in tariff sched-
ules. This act follows established precedent in codifying a formulaic
approach that reduces regulatory discretion while preserving the public
service commssion's authority over inplenentation, auction admnis-
tration, and ratenaki ng nechanics.

13. Covered wutilities, as recipients of state-granted nonopoly fran-
chi ses serving the public, have accepted obligations of transparency and
public accountability that are not inposed on ordinary private enter-
prises. The disclosure requirenments that attend a securities offering
conducted pursuant to this act serve the public interest by making the
financial condition, operations, and risks of covered utilities nore
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transparent to regulators, ratepayers, and the public at large. Such
transparency is itself <consistent wth, and supportive of, effective
cost-of-service regulation, and the legislature finds that the public
benefit of enhanced utility disclosure is substantial. It is the intent
of this act that all reasonable costs incurred by a covered utility in
connection with a conpetitive equity auction, including any registration
and offering costs, nmanagenent tine reasonably allocable to the auction
process, and professional fees, be recoverable in rates as set forth in
section twenty-eight-c of the public service law The |egislature
further finds that such costs are expected to be substantially |ess than
the expert testinony, legal, and other <costs currently incurred by
covered utilities and ratepayers in litigating return-on-equity determ -
nations in adm nistrative rate proceedi ngs.

14. This act does not require covered utilities to issue equity. The
conpetitive equity auction nechanismis initiated at the option of the
covered wutility, as a nmeans of denpbnstrating that its cost of equity
exceeds the default authorized return. Unless the covered utility elects
ot herwi se, auction equity interests issued pursuant to this act do not
carry voting rights with respect to the affairs of the covered utility
or any regul ated service corporation or regulated service LLC, and do
not otherwise entitle holders to participate in the governance of the
covered utility. Covered utilities are already routinely required to
i ssue debt instruments on market-determ ned ternms, the cost of which is
incorporated into rates without a separate adjudicatory determ nation of
"reasonabl e" debt cost. The conpetitive equity auction is the equitable
equivalent for wequity: it allows the market to determ ne the mini mum
return required by investors under conpetitive conditions, in precisely
the sanme nmanner that bond markets determine the mininmumreturn required
by lenders. A covered utility that chooses not to petition for an
auction retains the default authorized return, which the |egislature has
determined to be adequate for mpbst covered utilities under prevailing
conditions. The legislature further finds that the auction equity inter-

est is economically simlar to tracking stock -- an instrunment famliar
to institutional investors -- and that the predictability of regul ated
utility revenue streanms nmakes this instrunent well suited to certain

i nvestors, including pension funds and insurance conpani es.

15. Any inpact of a lower authorized return on equity on credit
ratings can, if necessary, be offset by adjusting the authorized debt-
to-equity ratio applicable to each regulated service. Under this act,
the authorized capital structure is determned at the Ilevel of each
regul ated service rather than at the level of the covered utility as a
whole, and it is the intent of this act that the public service comm s-
sion set and adjust such capital structure as may be necessary to nain-
tain financial soundness and continued access to capital nmarkets. The
| egislature further finds that credit rating agenci es eval uate regul ated
utilities on a mlti-factor basis in which the authorized return on
equity is one input anong many, and that the entity structure estab-
lished by this act -- including bankruptcy renoteness, ring-fencing, and
dedi cated revenue streams -- is designed to strengthen the credit
profile of the regulated service relative to the covered utility's
unsegr egat ed bal ance sheet.

16. The conpetitive equity auction nechani sm established by this act
is designed to discover the return investors require on each regul ated
service's capital. For that price signal to be accurate, the rate base
to which the authorized return on equity is applied nust correspond to
the capital that investors have supplied. Under current regulatory prac-
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tice, <certain prudent investnments -- nost notably construction work in
progress -- are routinely excluded froma utility's rate base until the
associ ated assets are placed in service, even though investors have
already committed capital to finance those projects. This exclusion
creates a divergence between rate base and actual invested capital that

distorts the auction signal: investors who cannot predict the magnitude
of the exclusion at the time they bid cannot accurately price the effec-
tive return on their capital, introducing noise and wuncertainty that

i ncr eases t he cost of equity for ratepayers. The exclusion of
construction work in progress fromrate base also creates a systematic
bias in wutility capital allocation. Because utilities earn no cash
return on capital invested in projects that have not yet been placed in
service, they face a financial incentive to favor projects that can be
conpl eted quickly over projects that may deliver greater |ong-term val ue
to the public but require |longer construction periods. Large-scale tran-
sm ssion infrastructure, grid nodernization prograns, and generation
projects essential to the energy transition are disproportionately
di sadvantaged by this incentive structure. Including construction work
in progress in rate base elinmnates this bias and ensures that capital
al l ocation decisions are driven by the long-termpublic interest rather
than by the tining of regulatory cost recovery. This act accordingly
requires that rate base reflect the full value of prudently invested
capital, with the sole exclusions being for capital that is not supplied
by investors -- nanely, accunulated deferred inconme taxes, custoner
deposits, and custoner advances for construction.

17. The legislature finds that ratepayers will benefit from this act
begi nning i nedi ately upon enactnent. The formation of regul ated service
corporations and regulated service LLCs wll require a transitional
period during which a covered utility's existing capital structure is
restructured. During this transitional period, certain costs -- includ-
ing any guaranty fee payable to the covered utility in connection wth
debt assuned by a regulated service LLC -- will nodestly reduce the
savi ngs that ratepayers would otherwise realize. These transitional
costs are expected to be small relative to the savings froml ower
aut horized returns on equity and to dinmnish over tine as assuned
i ndebtedness matures and is refinanced at the regulated service LLC
| evel without a covered utility guaranty. Sinmlarly, the expansion of
rate base required by subdivision twenty-eight-b of the public service
law to reflect all prudently invested capital, including construction
work in progress, viewed in isolation, increases the dollar anpbunt to
whi ch the authorized return is applied; but the authorized return itself
is reduced by a substantially greater magnitude, such that the product
of the two -- which determ nes the total return conponent of rates -- is
| ower under this act than under current practice. The |egislature recog-
nizes that the day-one net savings may be smaller for covered utilities
with unusually large construction work in progress balances than for
those without, and that the nmagnitude of net savings will vary over tine
with the pace of utility capital investnent; in no case, however, wll
the combi ned effect increase the total return conponent of rates above
what current practice would produce for the same utility. The | ong-run
benefits of aligned capital allocation incentives, as described in
subdivision sixteen of this section, supplenent these immediate rate
savings. So too do the progressively |ower auction-clearing returns the
|l egislature anticipates as investors becone nore famliar with the
i nstruments auctioned.
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18. The restructuring authority established by this act, including the
authority to require assunption of allocated i ndebtedness by a regul at ed
service LLC notwi thstanding contrary provisions of existing debt instru-
ments, is a legitinate exercise of the state's police power in further-
ance of the public interest in affordable and reliable utility service.
The contractual inpairment, if any, is reasonable and narrowy tail ored:
requi ring individual bondhol der consent for a credit-neutral restructur-
ing woul d create a hol dup probl em enabling bondhol ders to extract rents
from ratepayers wthout bearing additional risk. Mreover, this act
prospectively requires all new |l ong-termindebtedness to include trans-
fer covenants, so that the override applies only to | egacy obligations
-- a dimnishing pool that will be elimnated through ordinary refinanc-
i ng cycl es.

8 3. The public service law is anended by adding a new article 1-A to
read as foll ows:

ARTICLE 1-A
FAI R AUTHORI ZED | NVESTMENT RETURNS ACT
Section 28-a. Definitions.
28-b. Default authorized return on equity.
28-c. Conpetitive equity auctions.
29-d. Reporting and transparency.

8 28-a. Definitions. For the purposes of this article, the follow ng
terns shall have the foll owi ng neani ngs:

1. "Authorized return on equity" nmeans the rate of return on comobn
equity authorized for ratenaking purposes.

2. "Conpetitive equity auction" neans a process overseen by the
conm ssion in accordance with this article that provides a market-based
determination of the cost of equity for a covered utility.

3. "Covered utility" neans any investor-owned electric, gas, or water
corporation regulated by the conmni ssion.

4. "Requl ated service" neans a distinct category of utility service,
including, but not limted to, electric distribution, gas distribution
or water service; provided by a covered wutility and for which the
conm ssion determnes an authorized return on equity. Were a covered
utility provides nore than one category of service subject to the juris-
diction of the conmmi ssion, each such category shall be treated as a
separate regulated service for purposes of this article unless the
conm ssion determ nes that consolidated treatnent i s appropriate.

5. "Cost of equity" nmeans the mninum rate of return necessary to
attract equity capital to invest in a specific regulated service.

6. "Default authorized return” neans the authorized return on equity
det ernmi ned pursuant to section twenty-eight-b of this article.

7. "Ten-year treasury"” neans the market vield on U S. treasury securi-
ties at ten-year constant maturity, quoted on an investnent basis, as
reported by the Federal Reserve System

8. "Rate period" nmeans the tinme period in which a covered utility
collects rates that are authorized and approved by the conm ssion.

9. "Auction-clearing return” neans the uniformrate of return estab-
lished as the clearing price in a conpetitive equity auction conducted
pursuant to subdivision five of section twenty-eight-c of this article.

10. "Auction equity interest" neans an econonic interest issued pursu-
ant to a conpetitive equity auction under section twenty-eight-c of this
article. An auction equity interest represents a participation in the
financial performance of a specific regulated service, carries the
auction-clearing return as adjusted pursuant to subdivision three of
section twenty-eight-c of this article, and is distinct fromthe covered
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utility's base comon stock. The authorized return and financial
performance of any auction equity interest shall be deternined solely by
reference to the requlated service to which it relates, and shall not be
affected by the financial performance of, or returns applicable to, any
other regulated service or any activity of the covered wutility not
subject to the jurisdiction of the conm ssion. Except where auction
equity interests are issued by a regulated service corporation estab-
lished pursuant to subdivision eleven of section twenty-eight-c of this
article, the risk profile of auction equity interests is not so limted:
auction equity interests issued directly by the covered utility are
obligations of the covered wutility and are therefore subject to al
risks applicable to the covered utility generally, including the risk of
insolvency or bankruptcy of the covered utility. Wiere a covered utility
has established a regulated service corporation and requlated service
LLC pursuant to subdivision eleven of section twenty-eight-c of this
article auction equity interests shall be issued by such regulated
service corporation rather than by the covered utility itself, and
references in this definition to the "covered wutility's base conmon
stock” shall be construed to nean the stock of such requlated service
corporation retained by the covered utility.

11. "Regul ated service corporation" neans a corporation organized
under the laws of any state, forned or designated by a covered utility
pursuant to subdivision eleven of section twenty-eight-c of this
section, that: (a) is treated as a corporation for federal inconme tax

ur poses; and (b) conducts no activities other than holding a nenbershi
interest in a requlated service LLC and serving as the issuer of auction
equity interests for the requlated service associated wth that requ-
|lated service LLC

12. "Requlated service LLC' neans a wholly-owned linited liability
conpany subsidiary of a regulated service corporation, forned or desig-
nated pursuant to subdivision eleven of section twenty-eight-c of this

article, to hold assets, rights, franchises, and obligations associated

with a reqgulated service. A regulated service LLC shall be treated as a
di sregarded entity for federal inconme tax purposes.

8 28-b. Default authorized return on equity. 1. Unless an authorized
return on equity is established pursuant to section twenty-eight-c of
this article, the conmssion shall set the authorized return on a
covered wutility's conmmon equity equal to the sumof: (a) the ten-year
treasury; and (b) two percent.

2. The default authorized return shall be reset annually as of January
first of each year to reflect the average of the ten-year treasury rate
on the sixty business days imediately prior to January first of that

year.
3. Should publication of the ten-year treasury cease or be inter-
rupted, the commission shall identify and use for this calculation the

alternative benchmark it determnes to be the best substitute.

4. The burden of denpnstrating that the default authorized return on
equity is insufficient to attract capital shall rest exclusively with
the covered utility. The default authorized return shall be presuned
just and reasonable unless rebutted through the conpetitive equity
auction process set forth in section twenty-eight-c of this article.

5. For any rate period conmencing between the effective date of this
section and the first reset date under subdivision two of this section,
the ten-year treasury conponent shall be deternined using the averaging
net hodol ogy prescribed in subdivision two of this section, applied to
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the sixty business days inmmediately preceding the effective date of this
section.

6. Wienever the authorized return on equity for a regulated service
changes pursuant to this section or section twenty-eight-c of this arti-
cle, the commission shall adjust the rates applicable to such regul ated
service to reflect the new authorized return on equity. Such adjustnent
shall be inplenented through the nmechanismthe conm ssion determnes to
be nost expedient, which may include but need not be limted to a
surcharge or credit applied to existing tariffs, an automatic rate
adjustnment nechanism or incorporation into the covered utility's next
general rate proceeding. The conm ssion shall inplenent any such adjust-
nent no later than ninety days after the change in authorized return on
equity takes effect.

7. Nothing in this section shall preclude a covered utility from
procuring third-party insurance to hedge material idiosyncratic risks,
with the cost thereof recoverable in rates as an operating expense
subject to the conm ssion's determnination of prudence.

8. For purposes of this subdivision, a "performnce-based ratemaking
plan® neans a plan, nechanism or order that adjusts the authorized
return on equity of a covered utility based on neasured utility perform
ance against specified benchnmarks; it does not include revenue decoupl -
ing nechanisns, fornula rate plans, or other nechanisns that operate on
revenue, cost recovery, or rate design without adjusting the authorized
return on equity. Nothing in this section shall preclude the conm ssion
from establishing or maintaining a perfornmance-based ratenaking plan for
a covered utility, provided that: (a) any such plan is designed so that
the expected value of performance-based adjustnents to the authorized
return on equity is neutral; and (b) no such plan shall pernit the
agagregate effect of perfornmance-based adjustnents to increase the
covered utility's realized return on equity for any requlated service by
nore than two percentage points above the authorized return on equity
for that regulated service as determ ned under this section.

9. For purposes of determning the authorized return on equity for any
requlated service of any covered utility under this section, whether
such return is determ ned under this section or pursuant to a conpet-
itive equity auction under section twenty-eight-c of this article, the
conm ssion shall deternine rate base so as to reflect the full value of
all assets prudently invested by or on behalf of the covered utility for
the benefit of the requlated service, including construction work in
progress, net of accunul ated depreciation. The only reductions to rate
base shall be for capital that is not supplied by investors, which shal
be limted to: (a) accunmul ated deferred incone taxes, to the extent that
deferred tax liabilities exceed deferred tax assets:; (b) custoner depos-
its; and (c) custoner advances for construction. The conm ssion shal
not exclude fromthe rate base of any reqgulated service any asset on the
basis that it has not yet been placed in service, provided that the
investment has been deternmined to be prudent and is being undertaken for
the benefit of the regulated service. This subdivision shall apply to
every covered utility upon the effective date of this section, without
regard to whether a regulated service corporation or regulated service
LLC has been forned pursuant to subdivision eleven of section twenty-

eight-c of this article, and shall govern any determ nation of the
aut hori zed return on equity made under this section thereafter.
8§ 28-c. Conpetitive equity auctions. 1. Should a covered wutility

believe that its cost of equity exceeds the default authorized return
it may petition the comm ssion to oversee a conpetitive equity auction
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This petition shall be deened withdrawn, and the covered utility deened
to have accepted the default authorized return, if the covered wutility

fails to take all steps required to facilitate such auction, as set
forth by the conmission, on the tineline prescribed for each such step.
A petition under this subsection nust be filed no later than thirty days
after the later of: (a) the effective date of this section; or (b) the
nost recent reset of the default authorized return under subdivision two
of section twenty-eight-b of this article. Upon certification of the
auction results by the commission, the auction-clearing return shal
becone the authorized return on equity for the regulated service, and
the conmi ssion shall adjust custoner rates in accordance with subdivi-
sion six of section twenty-eight-b of this article no later than ninety
days after such certification. The commission shall also inplenent a
true-up adjustnent. calculated as the difference between: the revenue
actually collected by the covered utility during the period from the
filing of the petition through the date on which adjusted rates take
effect; and the revenue that would have been collected during that peri-
od had the auction-clearing return been reflected in rates throughout.
Interest on any such difference shall accrue at the auction-clearing
return, calculated fromthe nmidpoint of such period. For the avoidance
of doubt, any adjustnent to custonmer rates required by the reset of the
def aul t aut hori zed return under subdi vi si on t wo of section
twenty-eight-b of this article shall be inplenented in accordance with
subdi vi sion six of such section independently of any auction petition
and the true-up under this subdivision shall apply only to the period
commencing on the date of the petition.

2. The conmission nay, on its own notion or upon petition by the
attorney general, order that a conpetitive equity auction be conducted
for a covered utility if the commssion finds reasonable cause to
believe that the default authorized return materially exceeds the
covered utility's cost of equity for a regulated service. A conm SSion-
initiated auction under this subdivision my be ordered no earlier than
thirty days after the later of: (a) the effective date of this section;
or (b)) the nost recent reset of the default authorized return under
subdi vision two of section twenty-eight-b of this article, and no later
than sixty days after such reset. Upon certification of the auction
results, the auction-clearing return shall becone the authorized return
on equity for the requlated service, and the comm ssion shall adjust
custoner rates in accordance with subdivision two of section twenty-
eight-b of this article no later than ninety days after such certif-
ication. The commission shall also inplenent a true-up adjustnent,
calculated as the difference between: the revenue actually collected by
the covered utility during the period fromJanuary first of the year in
which the auction is conducted through the date on which adjusted rates
take effect; and the revenue that would have been collected during that
period had the auction-clearing return been reflected in rates through-
out. Interest on any such difference shall accrue at the auction-clear-
ing return., calculated from the mdpoint of such period. Should the
covered utility fail to take all steps required to facilitate an auction
ordered pursuant to this subdivision on the tineline prescribed by the
conm ssion, the default authorized return for that requlated service
shall be reduced by a tenth of one percent percentage points, effective
as of the date of such failure and continuing until the covered utility
has conplied. If the covered utility fails to facilitate a subsequent
conm ssion-initiated auction for the sanme requlated service, such
reduction shall be cunmulative. Upon conpliance, any reduction under this
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paragraph shall cease to apply prospectively; no retroactive adjustnment
shall be nade for any period during which the reduction was in effect.

3. Holders of auction equity interests issued pursuant to an auction
shall receive the auction-clearing return, as adjusted for differences
between realized and anticipated profits in a nmanner to be specified by
the comm ssion in its order governing the auction, for the full duration
of such interests. This rate of return. whether higher or lower than the
default authorized return., shall determne the authorized return on
equity for the regulated service, in accordance with subdivision four of
this section, until the following January first, at which tine the
covered utility may elect that the default authorized return shall apply
to the covered utility's common equity in the regulated service. Any
such election shall not affect the return applicable to outstanding
auction equity interests, which shall continue to receive the auction-
clearing return for the full duration of such interests. Follow ng such
an election, the authorized return on equity for the regulated service
shall be determined in accordance with subdivision four of this section

4. \Were different equity interests in a reqgulated service bear
different authorized rates of return -- whether because miltiple
auctions have been conducted at different tines or because the covered
utility has elected pursuant to subdivision three of this section that
the default authorized return shall apply to its commpn equity; the
authorized return on equity for the requlated service shall be the
weighted average of the return applicable to each equity interest,
wei ghted by its outstanding equity anount. For this purpose, the covered
utility's conmmon equity shall bear the auction-clearing return estab-
lished in the npbst recent auction, or, following an election under
subdi vision three of this section, the default authorized return. Were
no auction equity interests remain outstanding, the default authorized
return shall apply to the full equity conponent of the reqgulated
service.

5. (a) The conmi ssion shall oversee a sealed-bid conpetitive auction
to be adm nistered i ndependent of the covered wutility. The conm ssion
shall deternine for each auction whether bids are to be expressed as an
absolute nunber or as a premumto the ten-year treasury or another such
index, with the applicable interest rate to be reset periodically.
Qualified bidders shall bid the mninumtarget return on equity they
require. Bids shall be ranked in ascending order and the conm ssion
shall accept bids in that order until the total anpunt of equity offered
in the auction has been fully allocated. Al successful bidders shal
receive the sane rate of return, equal to the highest accepted bid. |f
the aggregate anmpbunt bid at the clearing rate exceeds the remaining
anount of equity to be allocated., such bids shall be accepted on a pro
rata basis. For the avoidance of doubt, all bids subnitted at returns
below the <clearing rate shall be accepted in full; the pro-rata
reduction applies only to bids submtted at the clearing rate itself.

(b) The anount of equity to be offered in each auction shall be the
greater of: (i) two and one-half percent of the equity conponent of the
requlated service rate base; and (ii) the lesser of fifty mllion
dollars and five percent of the equity conponent of the regulated
service rate base.

(c) The conmission shall certify the results of an auction if: at
least five qualified bidders submtted bids; and the aggregate equity
anount  bid by all qualified bidders was at | east one and one-half tines
the total equity anmount offered in the auction. If either threshold is
not nmet in a wutility-initiated auction under subdivision one of this
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section, the auction result shall nonetheless be certified if the
auction-clearing return does not exceed the default authorized return by
nore than two percentage points; otherwi se, the auction result shall be
void and the default authorized return shall apply. If either threshold
is not net in a conm ssion-initiated auction under subdivision tw of
this section., the auction result shall be void and the default author-
ized return shall continue to apply. In any conmm ssion-initiated auction
under subdivision two of this section, regardless of whether the partic-
ipation thresholds are net, the auction result shall be binding only if
the auction-clearing return is less than the default authorized return;
if the auction-clearing return equals or exceeds the default authorized
return, the default authorized return shall continue to apply. If the
aggregate equity anpunt bid in an auction is less than the total equity
anpunt offered, the auction-clearing return shall apply to the equity
anmpbunt actually subscribed and the default authorized return shall apply
to the remainder, with the authorized return on equity for the regul ated
service determined in accordance with subdivision four of this section.

(d) Al reasonable costs incurred by a covered utility in connection
with a conpetitive equity auction under this section, whether initiated
by the covered utility under subdivision one of this section or ordered
by the conm ssion under subdivision two of this section, including costs
of any required securities registration or offering preparation, reason-
able managenent tinme allocable to the auction, and professional fees,
shall be treated as prudently incurred costs for ratenmaking purposes and
shall be recoverable in rates.

6. Any auction shall be conducted by an independent auction admnis-
trator pursuant to guidelines pronmulgated by the conmn ssion. The conmm s-
sion may adopt requlations as necessary to inplenent the conpetitive
equity auction process, including rules governing what constitutes a
conplete application, the formand tining of the bidder qualification
process, and consuner protection provisions. Such reqgulations shal
require the independent auction adm nistrator to disclose to all quali -
fied bidders, in advance of each auction, the conditions under which the
auction result will be binding, including whether the auction is utili-
ty-initiated or conmission-initiated and the consequences thereof for
bi d accept ance.

7. The econonmic interests offered pursuant to this section may consti -
tute securities within the neaning of the Securities Act of 1933, as
anended, and the Securities Exchange Act of 1934, as anended. Each
auction shall be structured so as to qualify for an available exenption
from registration under federal securities |law. Pernissible exenptions
include limiting the offering to accredited investors pursuant to Rule
506 of Regulation D under the Securities Act of 1933, or conducting an
intrastate offering exenpt under Section 3(a)(11) of that Act and appli-
cable rules thereunder. This default mnimzes conpliance costs for the
covered wutility and avoids delays attributable to SEC reqgistration
review. The commission may, in its discretion, direct that a specific
auction be conducted on a registered basis if the comm ssion determ nes,
based on the expected size of the offering and an analysis of antic-
i pated investor demand, that: the expected reduction in the auction-
clearing return attributable to broader investor participation enabled
by registration is reasonably expected to outweigh the costs and del ays

of the registration process; and the auction will not be delayed by nore
than thirty days beyond the tineline that would apply to an exenpt
offering. Because registration in practice requires substantial |ead

tinme, any such direction shall be issued by the comm ssion sufficiently
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in advance of the covered utility's auction petition to pernmt tinely

registration. In all events, the covered utility shall be entitled to
recover all reasonable registration costs in rates pursuant to this
section. The conmmission shall, as part of its inplenenting regulations,

address: ongoing disclosure obligations applicable to the covered utili -
ty and to holders of auction equity interests; and the duties and requi-
site expertise of the independent auction adm nistrator required under
subdivision six of this section. Nothing in this subdivision shall be
construed to confer upon the conm ssion any authority to regulate secu-
rities except as expressly provided in this article.

8. (a) The covered utility need not offer its commpbn stock for sale in
the auction, but the auction equity interests offered shall, in the
judgnent of the conmm ssion, provide prospective investors:

(i) economcally equivalent position to that of the covered utility's
equity interest in the reqgulated service: being the covered utility's
commpn st ock where auction equity interests are issued directly by the
covered utility; or the covered utility's retained stock interest in the
regul ated service corporation where such interests are issued by a requ-
lated service corporation established pursuant to subdivision el even of
this section;

(ii) adequate protections against dilution or inpairnent of value
through related-party transactions or other transfers involving the
corporation's parent hol ding conpany;

(iii) prospective periodic distributions calibrated so that, if the
covered wutility's realized profits of the regulated service in each
period equal those enbedded by the commission in the rates approved to
achieve the authorized return on equity, holders of auction equity
interests will realize an internal rate of return equal to the auction-
clearing return, taking into account all periodic distributions and any
return of equity capital over the life of the interests;

(iv) a stated initial equity anpbunt per auction equity interest equa
to the purchase price paid by the winning bidder in the auction. with
such equity anpbunt to be returned to holders over the life of the inter-
ests at a rate and on a schedule consistent with the commission's treat-
nent of rate base depreciation and anortization for the requlated
service for ratenmaking purposes, such that as the equity conponent of
the regulated service rate base is reduced through depreciation and
anortization. a commensurate portion of the initial equity anpunt is
returned to holders; and

(v) a specification, to be set forth in the instrunent ternms and
confirmed in the conm ssion's order governing the auction, of how short-
falls and excesses in realized profits of the requlated service relative
to the earnings enbedded in approved rates are to be allocated as
bet ween: holders of auction equity interests; and the covered wutility's
common equity, and, in the event of nultiple outstanding series of
auction equity interests, anmong such series. Such specification shal
provide that any shortfall or excess in realized profits of the requ-
| ated service shall be allocated anong all equity interests in the regu-
lated service, including the covered utility's commbn equity and each
outstanding series of auction equity interests, in proportion to the
earnings that each such interest would have received had realized
profits been exactly equal to the earnings enbedded in approved rates.
No interest shall have priority over any other in such allocation. For
the avoi dance of doubt: each interest participates in shortfalls as well
as excesses; there is no seniority or preference anbng auction equity
interests of different series or between auction equity interests and
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the covered wutility's common equity with respect to the allocation of
shortfalls or excesses; and by way of illustration, if a single series
of auction equity interests would have been credited $X, and the covered
utility's common equity would have been credited $Y. had earnings been
exactly as forecast, but realized profits are $Z, then the auction equi -
ty interest series shall be credited $Z x X/ (X +Y) and the covered
utility's common equity shall be credited $Z x Y/ (X +Y). Were
nultiple series of auction equity interests are outstanding, the sane
proportionate allocation applies anong all series and conmon equity,
based on each interest's forecast-earnings share.

(b) The conmission's order governing each auction shall specify the
initial equity anpunt per auction equity interest, the fornmula for
calculating periodic distributions by applying the auction-clearing
return to the outstanding equity bal ance for each period, and the sched-
ule for return of equity capital, all in a manner consistent with
subparagraphs (iii) and (iv) of paragraph (a) of this subdivision and
designed to ensure that, if the covered utility's realized profits of
the regulated service in each period equal those enbedded in the rates
approved to achieve the authorized return on equity, holders of auction
equity interests will realize an internal rate of return equal to the
auction-clearing return.

(c) Each series of auction equity interests shall be redeened at its
then-current book value at the earlier of: forty vears fromthe date of
issuance; or the end of the first fiscal quarter in which the outstand-
ing equity ambunt of such series is less than five percent of the
initial equity anpunt at issuance. The covered utility or requlated
service corporation, as applicable, shall fund such redenption, whether
through retained earnings, a capital contribution fromthe covered util-
ity's parent conpany, or any other source of equity capital. Upon such
redenption, the equity represented by the redeened series shall revert
to the covered wutility's comopn equity in the requlated service. The
comm ssion may defer the mandatory redenption date by up to twd years
upon a showing by the covered utility that i mediate redenption would
materially inpair its financial condition.

(d) In the event of any merger, acquisition, or change of control of
the covered wutility or, where applicable, the regulated service corpo-
ration, the successor entity shall assune all obligations to holders of
outstanding auction equity interests on terns no |less favorable than
those in effect immediately prior to such transaction. No such trans-
action shall be consummted without a determ nation by the conm ssion
that the rights of holders of auction equity interests will be adequate-
ly preserved. The conmission may require the ternms of each series of
auction equity interests to include a provision entitling holders to
redenption at then-current book value upon any change of control., at the
option of the holder.

(e) In the event of the insolvency or dissolution of a reqgulated
service corporation or requlated service LLC, or the pernmanent discon-
tinuation of the reqgulated service to which auction equity interests
relate, outstanding auction equity interests shall participate in any
distribution of remaining assets on a pari passu basis with the covered
utility's commn equity in the requlated service, in proportion to their
respective outstanding equity anmpunts, in accordance with subparagraph
(v) of paragraph (a) of this subdivision. Nothing in this paragraph
shall be construed to create any priority or preference in favor of, or
against, holders of auction equity interests relative to the covered
utility's conmon equity.
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9. The auction shall be open, at mnimum to all accredited investors
as that termis defined under applicable federal securities law, or any
successor provision. Each qualified bidder shall, as a condition of
participation, certify in witing to the i ndependent auction admnistra-
tor that: the bidder is subnmitting its bid based solely onits own
assessnent of the risk-adjusted financial return of the auction equity
interest, and not for the purpose of, or with the effect of, artificial-
ly suppressing or inflating the auction-clearing return; and the bidder
is not acting in concert with any other bidder or with the covered util-
ity or any of its affiliates with respect to the fornulation of its bid.
Any bidder that is itself an investor-owned electric, gas. or water
utility subject to cost-of-service regulation by any state or federa
regulatory authority, or a holding conpany that directly or indirectly
controls such a utility, shall be ineligible to participate as a bidder,
except that the covered utility, its parent conpany. and any affiliates
may participate as bidders, subject to any existing code of conduct
policies for affiliate transactions and any further eligibility require-
nents established by the conmission to prohibit inappropriate preferen-
tial treatnent in the bidding process. This exclusion shall not apply to
any reqgistered investnent conpany, investnent adviser, or other institu-
tional investor whose ownership of any such utility is solely as a
passive investor in diversified portfolios. Holdings by such institu-
tional investors in auction equity interests issued pursuant to this
section shall not be counted toward any investnent limtation applicable
to ownership of the covered utility or its common equity under applica-
ble state |law. The conm ssion shall promulgate rules to inplenent the
exclusion and certification requirenents of this subdivision, including
procedures for investigation and disqualification of bidders who submnit
false certifications or who are found to have violated the prohibition
on coordi nated bi ddi ng

10. Where the conm ssion or a court of conpetent jurisdiction has nade
a formal finding that a covered wutility has engaged in unlawful or
inprudent conduct that has materially increased the covered utility's
cost of equity for a reqgulated service, the commission nmay, in its
discretion, exclude the portion of any increase in the authorized return
on equity for such regulated service that is attributable to such
conduct fromthe return applicable to the covered utility's conmbn equi -
ty. No auction equity interest, whether issued before or after such
finding, shall be subject to this exclusion; all auction equity inter-
ests shall continue to bear the auction-clearing return established in
the auction in which they were issued wi thout reduction on account of
any exclusion under this subdivision, it being the intent of this subdi -

vision that only the covered utility's comon equity shall bear the
financial consequences of such exclusion. Nothing in this subdivision
shall limt the authority of the commi ssion to inpose penalties, disal-

| owances, or other renedies avail able under applicable | aw
11. (a) A covered utility may, at any tine before or after conducting
a conpetitive equity auction, forma regulated service corporation and a

regul ated service LLC for a regulated service. The regulated service
corporation shall be a wholly-owned subsidiary of the covered utility,

organi zed as a corporation under the laws of any state, and treated as a
corporation for federal incone tax purposes. The regulated service LLC
shall be a wholly-owned subsidiary of the regulated service corporation
organized as a limted liability conpany. and treated as a disregarded
entity for federal inconme tax purposes. The regulated service LLC shal

hold all material assets, rights, franchises, and obligations associated
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with the regulated service. The reqgulated service corporation shal
serve as the issuer of auction equity interests for that regulated
service. Formation of a reqgulated service corporation and regul ated
service LLC is not a prerequisite to conducting an auction under this
section, and the absence of such entities shall not inpair the validity
of auction equity interests issued by the covered utility.

(b) In any conpetitive equity auction conducted before a reqgul ated
service corporation and regulated service LLC have been established, the
comm ssion shall require the covered utility to disclose to all quali-
fied bidders that auction equity interests are being issued as direct
obligations of the covered utility and are subject to the risks of any
insolvency, bankruptcy, or restructuring proceedings affecting the
covered utility or its affiliates. The conmi ssion shall specify the form
and content of such disclosure as part of its inplenenting regulations
under subdivision six of this section.

(c) FEach covered utility shall ensure that all |ong-termindebtedness
with a stated maturity greater than one year issued or incurred on or
after the effective date of this section, whether in the form of bonds,
notes, debentures., or otherw se, includes a covenant expressly pernit-
ting the covered utility to transfer the assets, franchises. rights, and
obligations associated with each regulated service to a regulated
service corporation or regulated service LLC wthout such transfer
constituting a default, event of default., or breach under such indebt-
edness. The commi ssion shall not approve any |ong-term debt financing by
a covered utility that does not include such a covenant. For the avoid-
ance of doubt, nothing in this subdivision requires a covered utility to
restructure, refinance, or assign any indebtedness outstanding as of the
effective date of this section in advance of the fornmation of a requ-
|lated service LLC pursuant to this subdivision; the allocation and
assunption of existing indebtedness upon fornmation of a regulated
service LLC shall be governed by subparagraph (ii) of paragraph (f) of
this subdivision

d Each covered wutilit that has not yet established a requl ated
service corporation and regulated service LLC shall wuse comercially
reasonable efforts to do so no later than five vears after the effective
date of this section, or five years after the date of the covered utili-
ty's first conpetitive equity auction, whichever is later. The conm s-
sion may extend this period upon a showing by the covered wutility of
good cause, which may include the inability to obtain required bondhol d-
er or creditor consents despite commercially reasonable efforts.

e) Wiere a covered utility has established a requl ated service corpo-
ration and requlated service LLC each such entity shall be structured

and operated as a bankruptcy-renpte special -purpose entity, in conpli-
ance with standards to be established by the conm ssion by regul ation,
which shall include at mninmum (i) maintenance of books of account,

bank accounts., and financial records separate fromthose of the covered
utility and any affiliate; (ii) prohibition on commngling of assets;
(iii) a requirement that the organizational docunents of the reqgul ated
service LLC include at |least one independent nmanager whose affirmative
consent is required for any voluntary bankruptcy filing by the regul ated
service LLC or the reqgulated service corporation; (iv) a covenant by the
covered wutility not to cause or encourage any involuntary bankruptcy
filing against the regulated service corporation or the requlated
service LLC and (v) restrictions on indebtedness of the regul ated

service corporation and the regulated service LLC except as approved by
the commission. The regqulated service corporation shall conduct no
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activities other than holding a nenmbership interest in the regulated
service LLC and serving as the issuer of auction equity interests, and
shall hold no assets other than its nenbership interest in the regul ated
service LLC and any cash or other assets incidental thereto. Formation
of both the requlated service corporation and the regulated service LLC
shall require such approvals as nmay be required under applicable |aw,
including approval of any transfer of utility assets or franchises.
Where assets are associated with nore than one regul ated service, such

assets may be held by the regulated service LLC as co-owner with one or
nore other reqgulated service 11Cs, wth each LILC s interest propor-

tionally allocated in a manner approved by the conmmi ssion for ratenaking
pur poses.

(f) Capital structure and indebtedness of the regulated service LLC

(i) Fach regulated service LLC shall nmaintain a capital structure for
the reqgulated service consistent with the capital structure authorized
by the conm ssion for ratenmsking purposes, including both debt and equi-
ty conponents. The equity conponent of the regulated service to which
the authorized return on equity applies shall consist of the regulated
service corporation's equity interest in the requlated service LLC as
funded by the proceeds of auction equity interests and the covered util-
ity's retained interest. Interest on indebtedness of the requlated
service LLC shall be treated as a cost of the regulated service for

r at emaki ng pur poses;
(ii) Upon formation of a regulated service LLC the comnission shal

determine the portion of the covered utility's outstanding indebtedness
that is allocable to the requlated service, applying the nmethodology it
uses or would use to allocate the covered wutility's capital structure
anong requl ated services for ratemaking purposes. The requl ated service
LLC shall assune such allocated indebtedness as primary obligor., and the
covered utility shall provide an unconditional and irrevocable guaranty
of all assuned indebtedness for the remaining term of each such obli -
gation. Such assunption shall not constitute a default, acceleration
event, assignnment, or breach under any such indebtedness, notw thstand-
ing any provision of the applicable instrunent to the contrary;

(iii) Following formation, the requlated service LLC shall issue its
owmn debt to finance the debt conponent of its capital structure. Such
debt shall be secured by the regulated service assets held by the requ-
|lated service LLC and shall not require a guaranty by the covered utili-
ty unless the comm ssion determ nes, upon a show ng by the covered util-
ity, that a quaranty is necessary to obtain financing on termns

consistent with the public interest. Any such guaranty shall be limted
in scope and duration to the mninumthe conm ssion deternines to be
necessary;

(iv) For any period during which the covered wutility guarantees
indebtedness of a requlated service LLC the covered utility shall be
entitled to a guaranty fee, recoverable in rates as a cost of the requ-
|lated service. The guaranty fee shall be set by reference to the cost of
obtai ning a conparable unconditional irrevocable financial guaranty from
an unaffiliated financial institution, as determ ned by one or npre bona
fide quotes solicited by the comrmission or its assign. The conmm SSion
shall set the guaranty fee at or below the | owest such quote. The quar-
anty fee shall ternmnate with respect to each obligation upon the earli -
er of: the maturity or refinancing of such obligation without a covered
utility guaranty; or the release of the covered utility's guaranty with
respect to such obligation; and
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(v) The rate base of the regulated service LLC shall be deternined in

accordance with subdivision nine of section twenty-eight-b of this arti-
cle relating to rate base. For the avoi dance of doubt, the principles of
subdi vision nine of section twenty-eight-b of this article apply equally
to a reqgulated service whose assets are held by a regulated service LLC
and to a regul ated service whose assets are held directly by the covered
utility.

(g) Upon establishnent of a regulated service corporation and regu-
lated service LLC the regulated service corporation shall becone the
issuer of all subsequent auction equity interests for the applicable
regul ated service. The conmission may, on such terns as it deternmines to
be in the public interest, authorize the covered utility to offer hold-
ers of outstanding auction equity interests the option to convert their
interests to equivalent interests issued by the regulated service corpo-
ration.

(h) Notwithstanding the foregoing provisions of this subdivision, a
covered utility that: provides only one regul ated service subject to the
jurisdiction of the comm ssion, or whose nmultiple categories of service
have been deternined by the comrission to warrant consolidated treatnent
as a single requlated service pursuant to subdivision four of section
twenty-eight-a of this article; and does not engage in any material
business activity other than the provision of that regulated service
shall not be required to forma requlated service corporation or regu-
lated service LLC Such a covered wutility nmay issue auction equity
interests directly, and all references in this article to a requlated
service corporation or regulated service LLC shall, as applied to such a
covered wutility, be construed as references to the covered utility
itself.

8 28-d. Reporting and transparency. 1. Not later than January
fifteenth of each year. the comm ssion shall subnmit to the governor and
the legislature a report on the inplenentation of this article. Such
report shall include, but need not be limted to, the foll ow ng:

(a) each covered utility's requested return on equity, rate of return
and capitalization mix proposed as part of its npst recent rate anend-
nent application, together with the corresponding data for the preceding
three rate anendnent applications;

(b) the actual return on equity, rate of return., and capitalization
mx authorized by the commission for each covered utility in the npst
recent three rate anendnent proceedings;

c) the results of any conpetitive equity auctions conducted ur suant
to section twenty-eight-c of this article for the previous five cal endar
years;

(d) an analysis of the inpact on average custoner rates, broken down
by custoner class, resulting frominplenentation of this article;

(e) a description, in clear and accessible | anguage. of how authorized
returns on equity have changed, reflect new circunstances, or remained
the sane during the previous year;

(f) all data wused for calculations under this article that is not
publicly available, together with an explanation of why it was necessary
to use such non-public data; and

(g) a summary of any enforcenent actions taken.

2. The annual report shall be published online on the comrission's
website and made publicly avail abl e.

§ 4. Applicability to State-Jurisdictional Rate Base. This act shal
apply only to the portion of a covered utility's rate base that is
subject to the ratemaking jurisdiction of the public service comm ssion
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Nothing in this act shall be construed to apply to, nodify, or otherw se
affect the return on equity applicable to any facilities, assets, or
services for which the rate of return is deternined by the Federal Ener-
gy Regulatory Commi ssion or any other federal regulatory authority. To
the extent that a covered utility's rate base includes both state-juris-
dictional and federally jurisdictional conponents, the public service
comm ssion shall establish procedures to allocate the rate base between
t hose conponents. The authorized return on equity determ ned under this
act shall be applied solely to the state-jurisdictional component.

§ 5. Severability. If any clause, sentence, paragraph, subdivision
section or part of this act shall be adjudged by any court of conpetent
jurisdiction to be invalid, such judgnent shall not affect, inpair, or
i nval i date the remmi nder thereof, but shall be confined in its operation
to the clause, sentence, paragraph, subdivision, section or part thereof
directly involved in the controversy in which such judgnment shall have
been rendered. It is hereby declared to be the intent of the legislature
that this act would have been enacted even if such invalid provisions
had not been included herein.

8 6. This act shall take effect on the one hundred twentieth day after
it shall have becone a |l aw and shall apply to any rate proceeding initi-
ated on or after such effective date.



