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

August 1, 2000

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

Dear Commi ssi oners:

Central Hudson Gas & Electric Corporation ("Central Hudson" or "the Conpany")
hereby subnmits for filing revisions to its Schedule for El ectric Service, PSC No.
15-Electricity and Schedule for Gas Service, PSC No. 12-(Gas.

The tariff | eaves, which are set forth on Appendix A, are issued as of August
1, 2000 with an effective date of Septenber 1, 2000. The Conpany's expectation
is that the Commission will issue appropriate orders suspending the effective
date of the | eaves through June 30, 2001 so that the proposed rates nay becone
effective July 1, 2001.

Filing Background

This filing is the next step in inplenmenting the Conm ssion's conpetitive vision
for electric and gas utilities. As aresult of this filing, Central Hudson will
restructure its electric rates to reflect the divestiture of its electric
generating plants and Central Hudson's new mission as a delivery conpany.
Unbundl i ng of the Conpany's gas rates is al so being proposed. These new tariffs
will allow Central Hudson's delivery custoners to purchase energy (electric or
gas) fromeither Central Hudson or fromother energy services providers in the
mar ket . Qur custoners' ongoing interests in better satisfaction, through
i nproved reliability and custoner service experiences with Central Hudson have
led the Conpany to propose innovative, new prograns and associ ated financi al
i ncentives.

The electric portion of the filing was required by the Conpany's Conpetitive
Opportunities Settlenent Agreement. The gas portion of the filing inplements
several recent Conm ssion orders addressing conpetitive natural gas markets and
seeks a nodest increase in revenues related to cost increases since the |ast
time the Conpany's gas rates changed in 1991. Wen the filing becomes effective,
all of Central Hudson's electric and gas custoners will have the opportunity to
purchase electricity or gas froma supplier of their choice.
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Electric

In this transition filing Central Hudson is proposing dramatic structural changes
to its electric tariff rates, which are the first change to base rates since
1993. These changes are directly related to Central Hudson changing froma full
service vertically integrated utility to a transm ssion and distribution delivery
utility.

Retail Access

VWhen this filing becones effective all Central Hudson electric custoners' will
have the opportunity to purchase electricity froma supplier of their choice.
This is the ultinmate goal of the transition to conpetition - retail access for
all.

Structure

Central Hudson's tariff rates have been restructured as delivery service rates
applicable to all customers whether they purchase their electricity fromCentra
Hudson or another supplier. This is in contrast to the existing tariffs that are
for a bundled service, which includes the costs of Central Hudson's generating
facilities.

Pur chased Power C ause

Central Hudson proposes to establish a purchased power cost recovery mechani sm
to recover the cost of purchasing electricity in the whol esal e market for those
customers that want Central Hudson to provide themwth this service. The cost
and quantity of such purchases are difficult to predict. The whol esale price of
electricity in the conpetitive narket operated by the New York | ndependent System
Qperator has been very volatile since its inception. 1In addition the nunber and
type of customers that elect to buy electricity fromCentral Hudson is unknown.

Revenue All ocation

The Conpany has established the revenue requirenent needed for delivery service.
The revenue requirement for NNne Mle Point 2 was identified separately. An
enbedded cost-of-service study exclusive of all fossil and nucl ear production
pl ant was conpleted to establish rates of return for customer classes. Based on
the cost of service study rates of return the individual customer classes were
targeted to be within plus or mnus 15 percent of the systemrate of return.
The increnmental revenue required to neet the revenue requirement was then
allocated to customer classes based on delivery revenues. Increases to
i ndividual classes were limted to no greater than 1.25 tinmes the overall change
and not less than 0.5 time the overall change.

Rate Design

Delivery service rates for custoner classes were designed to neet the class
revenue requirenments. The Conpany proposes to elimnate both the residentia and
commercial time-of-use options so those existing classes were conbined with their
corresponding non-tinme differentiated rate cl asses. S.C. No. 6 was conbi ned
with SSC No. 1 and S.C. No. 12 was conbined with S.C. No. 2. Cust omer char ges
were increased significantly for all classes in an attenpt to bring them cl oser
to both enbedded and margi nal costs. After designing the custoner charge, energy
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delivery rates were maintained at the current |levels of our existing optiona

retail access rates. Any shortfall in revenues, was allocated to the denand
rat es.
The S.C. No. 2 heating discount provision was elimnated. In Service

Classification Nos. 3 and 13 - Large Power - Primary and Large Power Substation
and Transm ssion Service respectively, the on- and off-peak pricing for energy
was elimnated and replaced with a flat energy rate. The peak period demand
charge was also elimnated. Al revenue shortfalls were allocated to the nonthly
basi c demand charge. The Conpany established a nonthly basic demand charge for
S. C No. 13 Transmission Service. The S.C. No. 3 and 13 - Gowth Incentive
Di scount provision was elimnated because it was originally designed to address
t he Conpany's underutilized generation capacity. The S.C. No. 13 Energy Val ue
Option will also be elimnated because this filing nakes full retail access
available to all custoners.

The lighting class rates are designed for delivery service. Initially revenues
were targeted to nmeet non-production revenue requirenments. Existing prices for
lights were then adjusted to renove energy costs. Revenue shortfalls were
all ocated across all light types and sizes in an attenpt to neet the delivery

service revenue requirenent..

The Conpany is proposing to close Service dassification No. 9 - Traffic Signals,

to new customers. In the future, all new custoners taking service for traffic
signals, service will be required to take service under S.C. No. 2 - Ceneral
Servi ce.

The Nine Mle Point 2 (NWP2) conpetitive transition charge was devel oped to
recover the revenue requirenents associated with NMP2 after deducting the fossi
di vestiture proceeds in excess of book val ue.

The Conpany al so proposes to renove frombase rates the costs associated with the
System Benefit Charge (SBC) and instead collect these costs fromall custoners
t hrough a separate (SBC) charge identified on custoner bills. The surcharge will
be applied to all delivery energy sales.

The Conpany has proposed to increase reconnection charges for both gas and
electric from $10.00 to $20.00 for reconnections that occur during nornal
busi ness hours. The charges for all other hours has been increased from $25. 00
to $40. 00. We have also proposed a charge for reconnection of $100.00 and
$140.00 for reconnections that require electric line or gas nechanic crews during
normal business hours, and all other hours respectively.

Gas
In this filing Central Hudson is proposing to unbundle its tariff structure to

show the total gas costs and delivery service charges separately. To acconplish
this, we have renoved the base cost of gas and the factor of adjustnment from

Service Cassification Nos. 1 and 2. The gas costs that were previously
collected through our base rates wll be collected through the Gas Cost
Adjustnent. Effective with this change the rates for Service C assification No.
1 - Residence Delivery Service wll be identical to the rates for Service
Classification No. 12 - Aggregated Firm Transportation - Residence. In addition,
the rates for Service Classification No. 2 - Commercial /Industrial Delivery
Service wll be identical to the rates for Service Cassification No. 6 - | ow

vol ume- Firm Transport Commercial /I ndustrial and Service O assification No. 13 -
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Aggregated Firm Transportati on - Commercial /I ndustrial.
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Revenue | npact

Om territory operating revenue nust be increased by $3,571,000 in the Rate Year

to meet the Conpany's projected cost of providing service. O that anount

$147,000 represents state and | ocal revenue taxes that would be billed pursuant

to the tax surcharge provision of the Conpany's tariff. The bal ance of

$3,424,000 is to be obtained fromService Gassification Nos. 1, 2, 6, 12 and 13
rates. Currently both our tariff rates and adjustment factors include credits
derived fromthe net of fuel revenues received frominterruptible sales and sal es
to the generating facilities. Qur existing tariff rates include a inputation
credit $1, 900,000 received frominterruptible sales and our gas cost adjustment

and our transportation demand adjustrment factors include a flowback credit of 90%
of the balance of the net fuel interruptible revenue and 100% of the net of fuel

revenue received fromsales to the generating facilities. The remai ni ng 10% of

net of fuel interruptible revenue is retained by the Company. In this filing we
are proposing to change our sharing nethod to a full 90/10 split of both the
interruptible sales and generating facility net of fuel revenue. Accordingly,

t he revenue increase of $3,424,000 will be offset by a decrease in the gas cost

adj ustnent and transportati on demand adjustnment factors equal to 90% of the
$1, 900,000 inputation credit that we currently include in our tariff rates.

Therefore, the net increase requested by this filing will be $1, 714, 000.

If the requested increase is approved a typical annual bill for a residentia
delivery heating customer consumng 1,100 Ccf would increase by $37.26 or 3.72%
An annual bill for a conmercial delivery heating customer consum ng 5,300 Ccf
woul d increase by $31.19 or 0.85%

Revenue All ocation

The Conpany historically has sought to bring the rate of return of Service
Classification Nos. 1 and 2 to within 15% of the system average rate of return.
The Conpany proposes to continue to set this band using average rate of return
of 6.60% as developed in the Company's Proforma Cost of Service Study. I n
addition, the Comm ssion has followed a policy in the Company's past cases that
restricted the maxi mumincrease allocated to any service classification to 1.5

tinmes the overall increase and the mninmum increase allocated to any service
classification to 0.5 tinmes the overall increase. The Conpany is proposing to
comply with these restrictions. However, in this filing, to mtigate the
overall inpacts on the residential class, the mninmumincrease allocated to the
comrercial class was increased fromO0.5 tinmes to 0.7 tinmes the overall increase.
Rat e Desi gn

In designing rates for the residential custonmers the fundanental goal was to
shift as much of the cost as possible to the lower billing blocks, while not
pl aci ng an excessive burden on the smaller custoners. This will reduce the

subsi di zation of the snall customers by the |arger custonmers. To acconplish this
we increased the mninumcharge fromthe present net of fuel level of $5.53 to
$8.30 per month, restricted the increase to the tail block of 0.5 tines the
overall class increase and assigned the bal ance of the proposed to the second
billing bl ock.

In designing rates for the commercial custonmers the primary goal was to maintain

a mnimum anmount of increase in the tail block. This will help the Conpany
retain the large dual fuel customers and promote the use of natural gas for
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cooling. W have naintained the same mni num charge for comercial service as
for residential service, increased the second billing block to 1.5 tinmes the
class increase , restricted the increase in the tail block to 0.5 tinmes the cl ass
i ncrease and assigned the remaining portion of the proposed increase to the
third billing bl ock.

Currently, customers operating under Service (assification No.6- H gh Volune are
charged the tail block of our conmercial rate for all gas consuned and are not
charged a customer charge. W have nmaintained the tail block rate design but
are proposing to add a comercial custonmer charge to rate design for these
cust oners.

Gas Cost Adj ust nent

The Conpany is proposing to nodify our gas cost adjustment cal culation to foll ow
the format outlined in the Conmi ssion's Notice of Proposed Rul emaking issued
April 7, 1998 in Case 97-G 1178.

In addition, as a result of our unbundling the gas costs fromour tariff rate,
we are proposing to include a factor designed to collect the cost of
uncol | ecti bl e accounts associated with commodity and upstream pi peline denand
costs in the gas cost adjustment and the transportation demand adjustnent
factors. W are also proposing to include a carrying charge conponent rel ated
to storage inventory and the deferred gas bal ance.

For purposes of this filing, the Conpany has used the 1.035 adjustnent factor
establ i shed by the Conmm ssion in Case 95-G 1034 and has proposed to naintain that
| evel of |oss allowance.

O her Proposal s

In this filing, Central Hudson proposes to establish a reliability enhancenent
program whi ch is expected to increase the overall reliability of the electric
system by 25% Central Hudson al so proposes to create a Quality Service Program
of performance nmeasures, including electric reliability, which are designed to
penal i ze the Conpany if its performance decreases and reward the Conpany if its
performance i nproves above current |evels.

The Conpany is prepared to discuss a nmechanism that recognizes the Conpany's
delivery service price performance.

Support for These Proposed Tariffs

The acconpanying testinmony and exhibits sets forth and docunents the support for
t hese proposed tariffs. In addition, two additional years of cost data is also
provi ded and coul d serve as a foundation for a multi-year rate plan. The Conpany
has not articulated a definitive plan because there are significant events that
will transpire after this filing that have the potential to dramatically alter
the required revenues.

Fossil and Nucl ear Divestiture

Because the auction processes for the divestiture of the Roseton, Danskanmer and
Nine Mle Point Unit 2 generating plants are currently underway as of the date
this filing is being made, certain assunptions have necessarily been nade
concerning the costs of these facilities and the potential outcone of the sales
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processes. These assunptions are intended to be conpetitively neutral so as to
have no effect on the pending sales processes. Central Hudson currently
anticipates that the sales could close during the first quarter of 2001,
followng Comrission decisions in the required Public Service Law 8§70
applications that will be made subsequent to selection of the w nning bidders.
Central Hudson expects to provide supplenental information to the parties to this
proceeding after the 870 filings are made with the Comm ssion.

Procedural Matters

Fifteen copies of the prepared witten testimny and exhi bits, which conprise the
Conpany's direct case in support of this filing, are also submtted herewth.

Included with this filing is the General Filing Information Form Notices of
this filing will be published in accordance with 16 NYCRR136.70 and 270.70 and

proof of publication will be submtted upon conpletion. |In addition, the Conpany
will issue appropriate bill inserts in accordance with 16 NYCRR136.80 and 270. 80.

Acknowl edgrment of the receipt of this letter is requested and a triplicate copy
together with a return envelope is enclosed for that purpose.
Very truly yours,

Arthur R Upright

U: \ COSTRATE\ COVWWMON\ ELECTRI C\ LETTO7. WPD

cc: Al Active Parties in Case 96-E-0909
M. Robert J. dasser - Gould & Wl kie
M. Thomas P. R ozzi - Gould & Wlkie
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APPENDI X A
Page 1 of 2
TARI FE_LEAVES
PSC No. 15 - ELECTRICITY

1st Revi sed Leaf No. 4 1st Revi sed Leaf No. 246 1st Revi sed Leaf No. 317
1st Revised Leaf No. 5 1st Revi sed Leaf No. 247 1st Revi sed Leaf No. 318
1st Revi sed Leaf No. 14 1st Revi sed Leaf No. 253 1st Revi sed Leaf No. 319
1st Revi sed Leaf No. 94 1st Revi sed Leaf No. 254 1st Revi sed Leaf No. 320
1st Revi sed Leaf No. 104 1st Revi sed Leaf No. 255 1st Revi sed Leaf No. 321
1st Revi sed Leaf No. 105 1st Revi sed Leaf No. 256 1st Revi sed Leaf No. 322
1st Revi sed Leaf No. 106 1st Revi sed Leaf No. 273 1st Revi sed Leaf No. 323
1st Revi sed Leaf No. 107 1st Revi sed Leaf No. 274 1st Revi sed Leaf No. 324
1st Revi sed Leaf No. 108 1st Revi sed Leaf No. 275 1st Revi sed Leaf No. 325
1st Revi sed Leaf No. 123 1st Revi sed Leaf No. 276 1st Revi sed Leaf No. 326
1st Revi sed Leaf No. 124 1st Revi sed Leaf No. 277 1st Revi sed Leaf No. 327
1st Revi sed Leaf No. 136 1st Revi sed Leaf No. 278 1st Revi sed Leaf No. 328
1st Revi sed Leaf No. 164 1st Revi sed Leaf No. 279
1st Revi sed Leaf No. 165 1st Revi sed Leaf No. 281
2nd Revi sed Leaf No. 166 1st Revi sed Leaf No. 282
1st Revi sed Leaf No. 168 1st Revi sed Leaf No. 283
1st Revi sed Leaf No. 169 1st Revi sed Leaf No. 284
1st Revi sed Leaf No. 170 1st Revi sed Leaf No. 285
1st Revi sed Leaf No. 171 1st Revi sed Leaf No. 286
1st Revi sed Leaf No. 172 1st Revi sed Leaf No. 287
1st Revi sed Leaf No. 185 1st Revi sed Leaf No. 288
1st Revi sed Leaf No. 186 1st Revi sed Leaf No. 289
1st Revi sed Leaf No. 199 1st Revi sed Leaf No. 290
1st Revi sed Leaf No. 200 1st Revi sed Leaf No. 291
1st Revi sed Leaf No. 204 1st Revi sed Leaf No. 292
2nd Revi sed Leaf No. 205 1st Revi sed Leaf No. 293
2nd Revi sed Leaf No. 206 1st Revi sed Leaf No. 294

Oiginal Leaf No. 206.1 1st Revised Leaf No. 295
1st Revi sed Leaf No. 209 1st Revi sed Leaf No. 296
1st Revi sed Leaf No. 210 1st Revi sed Leaf No. 297
1st Revi sed Leaf No. 211 1st Revi sed Leaf No. 298
2nd Revi sed Leaf No. 212 1st Revi sed Leaf No. 299
1st Revi sed Leaf No. 213 1st Revi sed Leaf No. 300
1st Revi sed Leaf No. 215 1st Revi sed Leaf No. 301
2nd Revi sed Leaf No. 216 1st Revi sed Leaf No. 302
1st Revi sed Leaf No. 217 1st Revi sed Leaf No. 303
2nd Revi sed Leaf No. 218 1st Revi sed Leaf No. 304
1st Revi sed Leaf No. 219 1st Revi sed Leaf No. 305
2nd Revi sed Leaf No. 220 1st Revi sed Leaf No. 306
1st Revi sed Leaf No. 225 1st Revi sed Leaf No. 307
1st Revi sed Leaf No. 237 1st Revi sed Leaf No. 308
1st Revi sed Leaf No. 238 1st Revi sed Leaf No. 309
1st Revi sed Leaf No. 239 1st Revi sed Leaf No. 310
1st Revi sed Leaf No. 240 1st Revi sed Leaf No. 311
1st Revi sed Leaf No. 241 1st Revi sed Leaf No. 312
1st Revi sed Leaf No. 242 1st Revi sed Leaf No. 313
1st Revi sed Leaf No. 243 1st Revi sed Leaf No. 314
1st Revi sed Leaf No. 244 1st Revi sed Leaf No. 315
1st Revi sed Leaf No. 245 1st Revi sed Leaf No. 316
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