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CENTRAL HUDSON GAS & ELECTRI C CORPORATI ON
284 SOUTH AVENUE
POUGHKEEPSI E, NEW YORK 12601

February 1, 2002

Public Service Comn ssion
Three Empire State Pl aza
Al bany, New York 12223-1350

Re: Central Hudson Gas & Electric Corporation
Curtailable Electric Service Option

Dear Commi ssi oners:

Central Hudson Gas & Electric Corporation filed a Curtailable Electric
Service option on February 14, 2001 in response to a Public Service Conm ssion
Order in Case 00-E-2054 issued and effective Decenber 20, 2000. In this filing,
Central Hudson proposes to elimnate the Curtail able Service option for reasons
descri bed below. The following tariffs are filed February 1, 2002 to becone
effective May 1, 2002.

P.S.C. No. 15 - ELECTRICATY

3rd Revised Leaf No. 173 3rd Revised Leaf No. 191
4t h Revised Leaf No. 174 3rd Revised Leaf No. 192
3rd Revised Leaf No. 175 6t h Revised Leaf No. 254
3rd Revised Leaf No. 176 6th Revised Leaf No. 255
3rd Revised Leaf No. 189 7th Revised Leaf No. 256
4t h Revi sed Leaf No. 190 4t h Revi sed Leaf No. 257

Inits February 14, 2001 filing, the Conpany was responding to the PSC s
directive to institute prograns that woul d include maki ng avail able to custoners
voluntary real time (hourly) pricing tariffs and tariffs to facilitate the
i ncreased participation by full service utility customers in the emergency | oad
curtail nent prograns devel oped by the New York I|ndependent System QOperation
(NYISO. The NYISOs energency |load curtail ment prograns were not conpl eted as
of February 14, 2001 so tariff filings to institute the NYI SO Emergency Demand
Response Program (EDRP) and the NYI SO Day Ahead Denmand Response Program ( DADRP)
were nmade by Central Hudson on April 30, 2001 and May 23, 2001, respectively.

Central Hudson's Curtail able Service Option and Hourly Pricing Option as
wel |l as the Nyl G5 EDRP and DADRP prograns were avail able to custoners for summer
2001. Based on Central Hudson's experience in 2001 with the Curtail abl e Service
Option and EDRP, we believe that elimnating the CQurtail able Service Option will
m ni mze the custoner confusion that results fromthe existence of two apparently
simlar, yet substantially different demand response prograns. On the surface,
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the progranms appear to have many simlar characteristics including a Customer
Basel i ne Load, notices to curtail load, credits for successfully curtailing | oad,
and interval netering requirenents. In practice and adm nistration, there are
significant differences. Central Hudson's curtail able program was designed to
operate as a price responsive program while the NYI SO designed the EDRP with the
intent of maintaining the reliability of the bulk power system

Curtail abl e Program Vs EDRP

Central Hudson's curtail ment programincludes penalties for custoner non-
performance. The EDRP programis a voluntary program in which custoners are
credited whenever energy use is curtailed conpared to a custoner specific
Customer Baseline Load (CBL). Under the EDRP, penalties are not assessed for
i ncreased usage relative to the CBL. Central Hudson curtail ment paynents are
based on the maxi mumload curtailed during a billing period, crediting custoners
with a paynent based on a single curtailment. Custoners participating in the
EDRP program are credited for each emergency called during which they curtail ed
| oad.

O her Concerns

When t he demand response prograns were instituted | ast year, custoners were
encouraged to participate in multiple load curtail nent prograns but were only to
be reinbursed for the greatest credit achieved under any single curtailment in
cases where curtailments under nultiple prograns were called sinultaneously.
However, given that customers can work with a Curtail able Service Provider(CSP)
for NYISO prograns, it is not possible for Central Hudson to prevent multiple
credits and paynments from flowing through to customers using a CSP. Centra
Hudson credits custoners on a nmonthly basis for its curtail ment program Custoner
| oad data is provided by LSEs and CSPs to the NYI SO for their EDRP custoners.
VWhen the NYI SO determines its EDRP credits, paynments are made either to the LSE
or directly to the CSP. This practice can result in a custoner receiving
mul tiple payments for a single curtail nment.

Central Hudson currently has eight customers enrolled in the EDRP
i ncluding four custoners enrolled in the Curtailable Program The elimnation
of the Curtail able Program would not prevent customers from participating in
demand response prograns.

As noted above, the Curtailable Programwas designed to operate as a price
responsi ve program Central Hudson's Hourly Pricing Program gives custoners the
greatest opportunity to participate in a price responsive program Since the
i mpl ementation of the 2001 demand response prograns and effective Novenber 1,
2001 Central Hudson has restructured it's electric rates. Included in this
restructuring was the devel opnent of an Energy Cost Adjustment Mechani sm which
i ncl uded cl ass specific Market Price Charges for custonmers buying energy from
Central Hudson. The mechani sm al so includes a Purchase Power Adjustment (PPA)
factor applicable to all custoners. Through the PPA, all benefits resulting from
the |ong-term purchase power agreenents that have been negotiated between
Central Hudson and the new owners of its fornmer power plants are returned to
customers. By separating PPA costs fromthe Market Price Charge, custoners are
able to respond to market prices on an hourly basis throughout the nonth,
providing them with far greater opportunities than those currently avail able
under the Curtail able Service Option. Prior to Novenber 1, all purchase power
benefits were included in the Energy Supply Charge, creating an artificial price
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signal. These reduced charges didn't allow custoners to achi eve any significant
econom ¢ benefits by participating in an hourly pricing program This is no
| onger true. As of Novenber 2001, Central Hudson custoners are billed market
prices for energy and receive PPA benefits in a separate charge. Now t hat
customers are provided this price infornation, they have shown a greater interest
in the Hourly Pricing Program W expect that several custoners will enroll in
this programw thin the next few nonths.

Central Hudson requests that the newspaper notice requirenent be waived
because copies of this filing will be provided to the three custoners taking
servi ce under the Company's Curtail able Service option

Questions related to this filing should be directed to Maida J. Lewis who
can be reached at 845-486-5375.

Yours Very Truly,

Arthur R Upright

E: \ COSTRATE\ COMMON\ ELECTRI C\ PENDI NG\ CURTAI L\ LETT44. WPD
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