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FROM OFFI CE OF ELECTRICI TY AND ENVI RONMENT-RATES & TARI FFS

SUBJECT: CASE 00-E-1273 — Proceedi ng on Mdtion of the
Comm ssion as to the Rates, Charges, Rules and
Regul ations of Central Hudson Gas and Electric
Corporation for Electric Service.

CASE 00-G 1274 — Proceedi ng on Motion of the
Comm ssion as to the Rates, Charges, Rules and
Regul ations of Central Hudson Gas and El ectric
Corporation for Gas Service.

Tariff amendnents filed in conpliance with the
Comm ssion’s October 25, 2001 order in these
pr oceedi ngs.

SUMVARY OF

RECOVENDATI ON: St aff recommends that the anendnents listed in
Appendi x | be authorized to beconme effective on a
per manent basis on Decenber 20, 2001, as
di scussed herein.

Sunmary
Central Hudson Gas and El ectric Corporation (Central

Hudson) filed anended tariff |eaves (see Appendix I) in
conpliance with the Comm ssion’s Order Establishing Rates issued
and effective October 25, 2001 in Cases 00-E-1273 and 00-G 1274
(Cct ober 25 order).




CASES 00- E-1273 and 00-G 1274

The Cctober 25 order adopted the terns of the Joint
Proposal that was filed in these proceedi ngs on August 21, 2001.
The Joint Proposal established a rate and regulatory plan to
take effect as of July 1, 2001 and continue for at |east three
years fromthat date.

The conpany has proposed two adm nistrative
nodi fications to the Joint Proposal. These nodifications
concern the electric Conpetitive Transition Charge (CTC) and
el ectric Market Price Charge (MPC) and were necessitated by
l[imtations of the conpany’s billing system There is
insignificant custoner inpact due to these nodifications. The
conpany has al so proposed to recover about $840,000, related to
the effect of deferring the inpact of the electric rate change
fromJuly 1, 2001 through Cctober 31, 2001, fromelectric
rat epayers on a cents/kWh basis over a one-nonth period.

Staff has reviewed the filing and finds it to be in
conpliance with the Cctober 25 order, but the $840, 000 anpunt
related to the electric rate change should be recovered through
a charge to the Custoner Benefit Fund rather than fromelectric
rat epayers directly. The filing should be authorized to becone

effective on a permanent basis on Decenber 20, 2001.

Backgr ound
By its COctober 25 order, the Comm ssion directed the

conpany to file on not |ess than one day’s notice, to take
effect no | ater than Novenber 1, 2001 on a tenporary basis, such
further tariff changes as are necessary to effectuate the

provi sions adopted in the order. The tariff revisions are
subject to refund if any showing is nade that the revisions are
not in conpliance with the order. 1In addition, the Commi ssion
al so directed the conmpany to serve copies of the conpliance

filing on all parties to these proceedings, allow ng ten days
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CASES 00- E-1273 and 00-G 1274

for comrents. According to the order, the amendnents will not
beconme effective on a permanent basis until approved by the

Conmi ssi on.

Conpl i ance Filing
On October 31, 2001, Central Hudson filed electric and

gas tariff anmendnents, currently effective on a tenporary basis,

in conpliance with the Comm ssion’s Cctober 25 order.

For electric service, the tariff amendnents effectuate
an overall electric delivery rate reduction, revise the electric
rate design and reconnection charges, nodify the Conpetitive
Transition Charge, elimnate certain discount provisions,

i npl enent an Energy Cost Adjustnent Mechanismto replace the
current Energy Supply Charge, and provide for three new rate
factors. These new rate factors are a System Benefits Charge,
Cust oner Refunds (which total $75 million on a pre-tax basis)
and Retail Access back-out credits (See Appendix I1)

For gas service, the tariff anendnents unbundle tariff
rates, revise the gas rate design, gas supply charge nechani sm
and reconnection charges, allow for the inputation of
interruptible revenue and set a gas nerchant back-out credit
(See Appendix I1.)

Central Hudson has al so addressed the effect of the
el ectric rate change deferred through the extension period
(July 1, 2001 through October 31, 2001) to conply with orders

i ssued in this proceedi ng extending the suspension period.?

! Orders issued in this proceeding June 25, August 29, and
Sept enber 28, 2001.
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CASES 00- E-1273 and 00-G 1274

Di scussi on

Adm ni strative Mddifications

In inplenenting the Cctober 25 order, Central Hudson
made two adm ni strative updates to the order's requirenent,
whi ch were necessitated by limtations of its billing system
These nodifications involve the electric Conpetitive Transition
Charge and the electric Market Price Charge portion of the
Ener gy Cost Adjustnment Mechani sm ( ECAM .

The CTC® was to be applied to a customer’s bill as a
separately identified charge, prorated between the prior CTC and
the CTC effective with newrates. The CTCw |l be elimnated
with the sale of Nine Mle Point 2. Central Hudson notes the
sale of Nine Mle Point 2 would require the proration of the CTIC
anong three different values (prior, new and zero). However
the billing systemis unable to separately identify three
different CICs on a custoner’s bill. Therefore, the CIC was
included in the M scell aneous Charges Factor of the ECAM for
billing purposes. There is no inpact on any customer’s bill.

The MPC is a class specific factor that represents the
cost of all generation needed to serve the conpany’ s ful
service custonmers. The billing systemis unable to bill
different MPCs for the SC No. 5 Area Lighting and SC No. 8
Public Street and H ghway Lighting classes. However, for these
classes the MPCis very simlar.® Therefore, the conpany used an

average MPC for these two classes rather than the class specific

2 The current CTC includes Nine Mle Point 2 costs and costs
associated with hydro and gas turbines. The CTC effective with
new rates includes only Nine M|le Point 2 costs.

3 The MPCs for the SC No. 5 Area Lighting and SC No. 8 Public
Street and H ghway Lighting classes differ by only $. 00007/ kWh.
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CASES 00- E-1273 and 00-G 1274

MPC. This nodification is revenue neutral and the customer
i mpact is insignificant.?

Rat e Change Duri ng Suspensi on Peri od

Central Hudson proposes to recover about $840, 000 from
rat epayers. This anmount reflects for the July 1, 2001 through
Cct ober 31, 2001 period the base delivery rate decrease and the
recovery of the following itens: (1) the five percent discount
avai lable to full service delivery custoners taking service under
SC No. 13 - Large Power Substation and Transm ssion Service, (2)
deferred fuel items, and (3) working capital and uncollectible
al | onances on ECAMitens. The anount of the recovery would have
been about $137,000 greater, but the conpany accepted a Rates
Staff adjustnent to elimnate a possible double count of hydro
and gas turbine costs.®

The five percent discount is one of several rate
di scounts that were set to expire on June 30, 2001. The
application of all the discounts was continued through the
extension of the suspension period. The total anmount of al
such discounts, for all service classifications, is about
$365, 000. Central Hudson is absorbing about $236, 000 which is
t he amount of all the econom c devel opnent discounts and is
proposing to recover about $129,000 which is the amount of the
SC No. 13 five percent discount. Unlike the economc
devel opnment di scounts, no action was required by the SC No. 13

custoners to qualify for the five percent discount. The utility

The use of an average MPC will cause the SC No. 8 Public Street
and Hi ghway Lighting class to experience an insignificant
annual increase of |ess than $500 on revenues of al nbst $4
mllion.

Staff adjustnent of $137,000 elim nated a potential double
recovery of certain hydro and gas turbine costs; once through
the current CTCs and again through the new el ectric base
delivery rates.
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CASES 00- E-1273 and 00-G 1274

is proposing to recover this discount in accord with the orders
ext endi ng the suspension period.?®

Finally, the $840, 000 includes certain deferred fuel
itens (related to wheeling and capacity costs involving G| boa
and Nine Mle Point 2) and working capital and uncollectible
al l omances. These adjustnents are appropriate because the
rat epayers through the ECAM rather than through the delivery
service rates, pay these sane costs.

Central Hudson proposes to recover the $840, 000
t hrough an adjustnent to bills, on a cents/ kW basis over a one
nmonth period. Staff believes the anobunt to be recovered from
rat epayers shoul d be acconplished through a charge to the
Custoner Benefit Fund, which is in accord with orders extending

t he suspension period.’

Concl usi on

Staff concludes that the conpany’ s tariff anmendnents
listed in Appendix | are in conpliance with the Conmmi ssion’s
Oct ober 25, 2001 order in Cases 00-E-1273 and 00-G 1274. No
comments were received in response to the October 25 order.

Recommendati on

It is recommended that:

1. the anendnents listed in Appendix | be
authorized to becone effective on a permanent
basi s on Decenber 20, 2001; and

2. the $840, 000 anpunt to be recovered from
rat epayers should be acconplished through a
charge to the Custoner Benefit Fund;

® Ordering cl ause 4.

" Ordering clause 4.
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3. t hese proceedi ngs be conti nued.

Respectfully subm tted,

KENNETH SCHULTZ
Seni or Val uati on Engi neer

VI CKI M MASSARON
Associate Uility Rates Anal yst

Revi ewed by:

LEONARD VAN RYN
O fice of General Counsel

Appr oved by:

DOUGLAS LUTZY
Associate Chief, Rates and Tariffs Section
O fice of Electricity and Environnent

FRANK BERAK
Chi ef, Gas Rates
Ofice of Gas and Wat er



CASES 00- E- 1273 and 00- G 1274 APPENDI X |
Filings by: CENTRAL HUDSON GAS & ELECTRI C CORPORATION

Amendnents to Schedule P.S.C. No. 15 — Electricity

Original Leaves Nos. 163.1, 163.2, 163.3, 163.4,
165.1, 169.1, 178.1, 186.1, 194.1, 206.2, 222.2,
237.1

First Revised Leaves Nos. 179, 181, 182, 184.1, 184. 2,
196, 198, 202.1, 202.2, 206.1, 211.1, 267.1, 267.2,
267.7

Second Revi sed Leaves Nos. 94, 207, 218.1, 221,

222.1, 223, 225, 226, 246.1, 249, 250, 251, 258,
259, 267.6

Third Revised Leaves Nos. 14, 106, 107, 124, 165, 168,
171, 174, 178, 183, 184, 185, 186, 190, 194, 201,
202, 205.1, 210, 211, 217, 219, 222, 247, 260, 262,
264, 265, 266

Fourth Revi sed Leaves Nos. 3, 104, 105, 109, 199, 200,
206, 220, 246

Fifth Revised Leaves Nos. 205, 216, 218, 237

Si xth Revi sed Leaves Nos. 169, 256

Statenment of Customer Refund CR-1

St at enent of System Benefits Charge SBC- 1

St at enent of Purchased Power Adjustnent PPA-1

Statenent of M scell aneous Charges M SC-1

St at enent of Market Price Charge and Market Price
Adj ust nent MPC- 1

St at enment of Revenue Tax Surcharge RTS-7

Recei ved: October 31, 2001 Effective: Novenber 1, 2001
Amendments to Schedule P.S.C. No. 12 - Gas

First Revised Leaves Nos. 160, 161, 190

Second Revi sed Leaves Nos. 4, 63, 68, 71, 72, 74, 148,
149, 150, 151, 152, 153, 154, 158, 188, 189, 193,
194

Third Revi sed Leaves Nos. 73, 187

Fourth Revi sed Leaves Nos. 69, 70, 186, 191, 192

Fifth Revised Leaf No. 159

St at enent of Gas Supply Charge GSC 1

Statenent of Firm Transportation Rates FTR-29

Statenment of Interruptible Gas Rates | GR- 30

Statenent of Interruptible Transportation Rates | TR-29

St at enent of Revenue Tax Surcharge RTS-7

Recei ved: October 31, 2001 Effective: Novenber 1, 2001
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PROPOSED ELECTRIC CHANGES

Rat e Desi gn

Service Cassification No. 1 - The nonthly custonmer charge will
be increased, on a revenue neutral basis, to $9.75 effective
Novenber 1, 2001, to $11.50 effective July 1, 2003 and to $12.00
effective July 1, 2004. The custoner charge for custoners
enrolled in the Conpany’s “Powerful Opportunities” |owincone
programw || be $5.00 per nonth.

Service Cassification No. 2 - The non-demand nont hly customner
charge will be increased, on a revenue neutral basis, to $12.00
effective Novenber 1, 2001, to $13.00 effective July 1, 2002 and
to $14.00 effective July 1, 2003. The secondary demand and

pri mary demand nonthly customer charge wll be increased to

$20. 00 and $80. 00, respectively.

The electric heating provision will be closed to new
custoners as of Novenber 1, 2001. These custoners have been
notified by the Conpany of the elimnation of this service.

Exi sting custoners taking service under this provision will be
switched to a correspondi ng standard rate under Service
Classification No. 2 coincident with their next billing
occurring on or after Novenber 1, 2001. Existing customers wll
receive the Custonmer Refund and will be billed the System
Benefits Charge for service on and after Novenber 1, 2001.

Service Cassification Nos. 3 and 13 - The nonthly custoner
charge for Service Cassification No. 3 (primary) and Service
Classification No. 13 (substation and transm ssion) custoners
will be set at $250.00 and $500. 00, respectively. A single
energy delivery charge for primary, substation and transm ssion
service will replace the separate energy delivery charges for on
and of f peak usage. A single basic demand charge for primary,
substation and transm ssion service will be applicable for al
demand. The peak demand charge in effect from June 16 through
Septenber 15 and Novenber 16 through February 15 is elim nated.

Service Cassification No. 6 (Residential Time of Use) - The
nont hly customer charge will be increased to $12.00 effective
Novenber 1, 2001. The customer charge for custoners enrolled in
the Conpany’s “Powerful Opportunities” |owincone programw ||
be $5.00 per nonth.
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Service Cassification No. 9 (Traffic Signals - Unnetered) -
This Service Classification will be closed to new custoners as
of Novenmber 1, 2001. Al newtraffic signal accounts will be
nmet ered and take service under Service Cassification No. 2.

Service Cassification No. 10 - (Purchase of Electric Energy and
Capacity From Custonmers Wth Qualifying On-Site Generation
Facilities) - Revisions to Service Classification No. 10 will be
filed with the Conm ssion under separate cover on Novenber 15,
2001 to allow the Conmpany additional tinme to nake required
tariff changes. The Conpany currently has seven custoners that
t ake service under this Service Cassification, all of which are
billed at nmonth end.

Service Cassification No. 12 (Commercial Time of Use) - This
Service Cassification will be closed to new custoners as of
Novenber 1, 2001. Existing custoners taking service under this
Service Cassification will be swtched to a correspondi ng
standard rate under Service Cassification No. 2 coincident with

their next billing occurring on or after Novenmber 1, 2001.
These custoners have been notified by the Conpany of the
elimnation of this service. Existing custoners wll receive

the Custonmer Refund and will be billed the System Benefits
Charge for service on and after Novenber 1, 2001

Conpetitive Transition Charge

Based on the Conm ssion’s approval of the sale of the Nine
Ml e Point 2 nuclear generating plant, the expectation that such
sale closing wll be conpleted in Novenber 2001, and due to
billing systemconstraints, the separately identified
Conpetitive Transition Charge (CTC) will be elimnated effective
Novenber 1, 2001. An estimate of the CTC for the period
Novenber 1, 2001 until such time as the sale of the plant is
conpleted will be applied to custoner bills on a per kW basis
over a one nonth period through the M scell aneous Charges
Factor, which is described bel ow

Rat e Change During Suspensi on Period

An estimate of the net change in base delivery rates for
the period July 1, 2001 through Cctober 31, 2001 will be applied
to custoner bills on a per kWh basis over a one nonth period
t hrough the M scel | aneous Charges Factor, which is described
bel ow.
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Di scount Provi si ons

The G owmh Incentive Discount available to Service
Classification (“SC’) Nos. 3 and 13, the Job Retention Rate
available to SC Nos. 2 and 3 and the Five Percent Base Rate
reduction available to SC No. 13 customers are term nated.
custoners taking service under the Econom c Revitalization
Di scount, which was available to SC Nos. 2 and 3, prior to
February 26, 1998 will continue to receive the discount on
delivery service rates for their 60-nonth term The di scount
for custonmers that qualified for the discount after February 26,
1998, and whi ch was extended through the suspension period, wll
be termnated. A special neter reading will be perfornmed for
t hese custoners on Novenber 1, 2001. Custoners inpacted by any
of the aforenentioned di scount changes have been notified by the
Conpany.

Ener gy Cost Adjustnent Mechani sm

The Energy Cost Adjustnment Mechanismis designed to repl ace
t he Conpany’ s Energy Supply Charge and is conprised of four
factors which will appear as separate line itens on custoners’
bills: Mscell aneous Charges Factor, Purchased Power Adj ust nment
Factor, Market Price Charge and Market Price Adjustnent Factor.

The M scel | aneous Charges Factor is designed to recover
fromor refund to all delivery custoners, via a single factor
for all service classifications, the cost or benefit of non-
avoi dabl e, variable energy rel ated revenues and costs associ at ed
with the Conpany’s remai ning generating facilities and from
mandatory | PP purchases, as well as all ancillary charges
incurred on and after February 1, 2002, including reinbursenents
to ESCCs for ancillary service charges as described below. The
M scel | aneous Charges Factor is subject to reconciliation for
over and under recoveries.

The Purchased Power Adjustnent (PPA) Factor is designed to
refund to or collect fromall delivery custoners, via a single
factor for all service classifications, the benefits or costs of
t he Conpany’s Transition Power Agreenment and Purchased Power
Agreenent with the new owners of the fossil generating and
nucl ear generating plants, respectively, previously owned by the
Conpany. The neasured value is based on the difference between
the contract prices and the New York |Independent System Operat or
(NYI SO Day Ahead Market Price (DAM. The following billing
constraints apply to custoners taking service under Service
Classification Nos. 3 and 13: (1) if the anount of the PPA
benefit in any given billing period exceeds the custoner’s
billed delivery charges from Central Hudson, resulting in a net
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negative bill, Central Hudson will issue the custonmer a bill in
t he amount of zero dollars; or, (2) if the custonmer’s billed
delivery charges for any given billing period prior to the

application of any PPA benefit are |l ess than zero, no PPA
benefit will be applied. Any PPA benefits not received by the
custoner due to operation of the above constraints wll be
real l ocated to that custoner in subsequent billing period(s).
The PPA is subject to reconciliation for over and under
recoveri es.

The Market Price Charge (MPC) is a service class specific
factor which represents the cost of all generation needed to
serve the Conpany’s full service custoners based on the NYI SO
DAM The MPC includes, but is not limted to, the cost of al
commodity rel ated purchases including energy, installed
capacity, risk managenent and fees and charges assessed by the
NYI SO as well as all ancillary charges incurred prior to
February 1, 2002 as di scussed bel ow, nmade by the Conpany on
behal f of its full service custoners. The MPC will al so include
any anounts paid to custoners, net of penalties received from
custoners, under the Conpany’s Curtail able Electric Service
Program (CESP) or under the NYI SO s Energency Demand Response
Program and any penalty anmounts paid by the Conpany to the
NYI SO under the NYI SO s Day Ahead Demand Response Program
Paynments made to custoners under the Conpany’s CESP for
curtailments called in August 2001 will be included in the MPC
that will be filed as part of the first set of Statenents of
Energy Cost Adjustnent Mechani sm Factors issued subsequent to
Novenber 1, 2001.

The Market Price Adjustnent Factor is also a service class
specific factor and represents the reconciliation of over and
under recoveries of prior billings of the Market Price Charge.

System Benefits Charge

All electric custoners will be billed a System Benefits
Charge (“SBC’) which is a state mandated charge designed to fund
energy efficiency progranms, R&D and other initiatives. The SBC
w |l appear as a separate line itemon custoners’ bills with the
rate effective Novenber 1, 2001 set at $0.00326 per kWh.
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Cust oner Refunds

Al'l electric customers will receive a Custoner Refund that
is funded fromthe proceeds of the Conpany’s sale of its fossi
generating stations. The refund, which totals $75 mllion on a
pre-tax basis or $45 million on an after-tax basis, will remin
in effect until June 30, 2004. The refund will appear as a
separate line itemon the majority of custoners’ bills and will
initially be set at ($0.00563) per kWwh. Due to billing system
constraints, the Custonmer Refund wll be included in the
M scel | aneous Charges for custoners taking lighting service
under Service Classification Nos. 5 8 and 9.

Ret ai |l Access

Custoners purchasing their energy froman ESCO or Retai
Supplier will receive back-out credits which are service cl ass
specific and are intended to approxi mate the costs Central
Hudson no |l onger incurs to serve these custoners. Retail Access
custoners taking service under Service C assification No. 12,
which will be elimnated as previously noted, will receive the
back-out credit for usage on and after Novenber 1, 2001.

Central Hudson will reinburse Retail Suppliers/Direct
Custoners for certain NYI SO defined ancillary services incurred
on and after February 1, 2002. Such reinbursenment will include

only those costs Retail Suppliers/Direct Customers incur, either
fromthe NYI SO or another ancillary services provider, as a
result of providing service to custoners pursuant to the
Conmpany’s Retail Access Program

PROPOSED GAS CHANGES

Rat e Unbundl i ng

Central Hudson has unbundled its tariff structure to show
the total gas costs and delivery service charges separately. To
acconplish this, they have renoved the base cost of gas and the
factor of adjustnment from Service O assification Nos. 1 and 2.
The gas costs that were previously collected through their base
rates will be collected through the Gas Supply Charge. Effective
with this change, the rates for Service Cassification No. 1 -
Resi dence Delivery Service are identical to the rates for
Service Cassification No. 12 - Aggregated Firm Transportation -
Residence. |In addition, the rates for Service C assification
No. 2 - Commercial/lndustrial Delivery Service are identical to
the rates for Service Cassification No. 6 - Low Volunme — Firm
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Transport Conmercial /I ndustrial and Service C assification No.
13 - Aggregated Firm Transportation - Comrercial/lndustrial.

Rat e Desi gn

The m ni num charge in Service Classification Nos. 1, 2, 6,
12 and 13 has been increased to $7.20. To offset the increase
in the m ninmum charge, the second block of S.C. 1 and 12 has
been reduced and the third block of S.C. 2, 6, and 13 has been
reduced. While rates have been redesigned, the net effect of
t hese changes will not inpact the Conpany’s total revenues.

Gas Supply Charge

The Conpany has nodified its gas cost adjustnent
calculation to follow the format outlined in the Conm ssion’s
Notice of Proposed Rul emaking issued April 7, 1998 in Case 97-G
1178 and will refer to the gas cost collection factor as the Gas
Supply Charge (GSC).

The GSC nechanismw || collect all of commobdity and
upstream demand pi peline demand costs. In addition, the GSC
wi |l include uncollectibles, working capital and carrying costs
on cash working capital requirenents related to gas expense and
| ost and unaccounted for gas at a rate of 1.025.

| mputation of Interruptible Revenue

The Company has inputed $1, 900,000 of interruptible profit
fromService Cassification Nos. 8, 9 and 14. Each August the
Conmpany wi Il reconcile the annual interruptible profit received
and all profit that exceeds the $1,900,000 inputation up to
$2,299,999 will be shared in an 85% cust oner/ 15% shar ehol der
ratio. Profit that is above $2,300,000 will be shared in an 80%
cust oner/ 20% sharehol der ratio. |If the interruptible profit
received is | ess than $1, 900, 000, the shortfall bel ow $1, 499, 999
will be borne by Central Hudson. The shortfall from $1, 500, 000
up to $1,899,999 will be shared in an 85% cust oner/ 15%
shar ehol der rati o.

Central Hudson will attenpt to minimze the potentia
monthly shortfalls or over collections through a flowthrough
mechani smincluded in the GSC. Each nonth Central Hudson wi ||
conpare the profit received fromcustoners taking service under
Service Classification Nos. 8, 9 and 14 to 1/12 of the annual
i mputation or $158,333 and if the nmonthly profit differs from
the nonthly inputation, Central Hudson will refund or surcharge
t he custoners as appropriate.
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Ret ai |l Access

Custoners purchasing their natural gas supplies from an
ESCO or Retail Supplier will receive a back-out credit which is
i ntended to approxi mate the costs Central Hudson no | onger
incurs to serve these custoners. Central Hudson will collect
the total cost of the back-out credits fromfirmsales custoners
t hrough a surcharge to be included in the GSC.

PROPOSED GAS AND ELECTRIC CHANGES

Reconnecti on Charges

The charge for electric or gas reconnections, excluding
those requiring an electric line crew or gas nmechanic crew, nade
between 8:00 a.m and 4:30 p.m on days the Conpany office is
open will increase from$10 to $20. The charge for
reconnections that occur at all other tines, excluding those
requiring an electric line crew or gas nmechanic crew, wll
increase from$20 to $40. Reconnections that require an
electric line crew or gas nmechanic crew and are made during
nor mal busi ness hours will be assessed a $100 fee whil e those
made at all other times will be assessed a $140 fee.



