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Notable Activity:

2009

o On April 14, 2009, Central Hudson filed its AMI aBenart Grid Proposal with the PS

« On April 14, 2009, the PSC issued its “Proposedriesaork for the Benefit-Cost Analysis of Advancedtbting
Infrastructure”. A Notice Seeking Comment on thepmsal was also issued directing parties to filmments on the generic
benefi-cost framework by June 15, 20(

« The Company filed comments on June 15, 2009.

« Inan AMI/ ARRA Order issued July 27, 2009, thelP&proved the Company’s project proposals, whilchiva the
Company to demonstrate on application to the DOfatepayer commitment, through cost recovery \d8araharge, for the
portion of eligible project costs not covered by OE grant. This PSC funding approval was necgdsathe Company to
proceed with its DOE filing

« On August 4, 2009, Central Hudson submitted itegapplication with the DOE

« On October 27, 2009, the DOE notified Central Huddat the Compar's application submitted in response to the Si

Grid Investment Grant funding opportunity was nelested for awarc
Central Hudson is currently reviewing and reconsidgits AMI / Smart Grid position. No predictiaman be made regarding
future steps at this tim

THE ARRA PROJECT FUNDING
(Case 09-E-0310 - In the Matter of American Recgward Reinvestment Act of 2009 - Utility Filingsrfdew York Economic Stimulus)

Background: ARRA includes a DOE administered program for EDEIRe sum of $4.5 billion is appropriated by ARRk the
EDER program to be dispersed by DOE through a ctitiygegrant process. Additional funds may alscabailable through programs such as
Transportation Electrification.

Notable Activity:

2009

« On April 2, 2009, the PSC sent a letter to theetategulated utilities requesting a submittal idj@ct lists from the utilities
that are being considered for application for ARRAdIng.

« The ARRA funding in some cases only covers a poribthe project costs and therefore will requitieen funding sources
which may include ratepayer funds for which PSCrapgl is required
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« Regulated utilities, New York Power Authority, Loigland Power Authority, and NYISO, along with atlparties
collaborated on portions of project filing

« Central Hudson submitted its current project listite PSC on April 17, 2009 and filed its updatitglus plans with the
PSC on July 2, 2009. Included in this filing wé&entral Hudson’s Smart Grid project, and two callaive projects
including the Statewide Capacitor Installation #imel Statewide Phasor Monitoring Unit (“PMU”) Prdje®©n May 29, 2009,
Central Hudson applied for ARRA funding under ti@ie¢an Cities FY09 Petroleum Reduction TechnoloBiegects for the
Transportation Sectofunding opportunity in collaboration with the Newoi and Lower Hudson Valley Clean Communi
and NYSERDA.

e Smart Grid / AMI

» Inan AMI/ ARRA Order issued July 27, 2009, theQP&pproved Central Hudson'’s project proposals, whitows
Central Hudson to demonstrate on application tdX®é, a ratepayer commitment, through cost recovierg
surcharge, for the portion of eligible project cosbt covered by the DOE grant. This PSC fundpwreval was
necessary for Central Hudson to proceed with itEDiGng.

» On August 4, 2009, Central Hudson submitted itsgapplication with the DOE

» On October 27, 2009, the DOE notified Central Hudat its application submitted in response toSheart Grid
Investment Grant funding opportunity was not selddbr award

» Central Hudson is currently reviewing and reconsidgits AMI / Smart Grid position. No predictiaan be mad
regarding future steps at this tin

« Statewide Collaborative Projects

» On August 6, 2009, the NYISO submitted its grargliagtion for the collaborative project

» On October 27, 2009, the DOE notified the NYISCt tha Statewide Capacitor Installation Project dredStatewid
PMU Project have been approved and awarded the @'¥%7.4 million of the total $75.7 million for the
projects. Central Hudson'’s portion of this projesc$1.6 million of the total $3.1 million for tHéapacitor
Installation Project and $0.1 million of the to$4.2 million for the Statewide PMU Proje

» Central Hudson is currently working with the NYI%@d the other New York State utilities on a Sub-Adva
Agreement for these projec
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» The EEI has requested the DOE to seek clarificdtimm the IRS and the Treasury Department on theei®f the
taxability of DOE grants under the ARR
» Central Hudson has a tariff filing due on Marct2@10 to define the mechanism for recovery fromaustrs for the
portion of the projects not provided through theE@rant.

e Plug-In Hybrid Technologies

» On August 26, 2009, Central Hudson was notified iisegrant request to fund the incremental cofRlat-In Hybrid
and Hybrid technology for eight heavy duty linecks, and associated charging infrastructure imprmréas was
successful, and received $0.7 million to implenthettechnologies in 2010 and 20

» The development of Pl-In Hybrid and Hybrid systems in regard to this giaas the potential to reduce fleet die
fuel consumption by approximately 10,000 gallonswaily and associated emissions. No predictionbsamade
regarding the final outcome of this matter; howewasry overall earnings impacts are not likely taneerial.

CENTRAL HUDSON GAS & ELECTRIC FINANCING PETITION
(Case 09-M-0308 - Petition of Central Hudson Galéctric Corporation for Authority to enter into ftityear committed credit agreements
and issue and sell long-term debt)

Background: On March 26, 2009, Central Hudson filed a petitidgth the PSC seeking approval to (a) enter intdtingear
committed credit agreements to provide committedifing to meet expected liquidity needs, in amountsto exceed $175 million in the
aggregate and maturities not to exceed five yeaud (b) approval to issue and sell long-term dedohmencing immediately upon issuance of
an order regarding the petition, and from timdnwetthrough December 31, 2012, in an amount nekt@ed $250 million in the aggregate.

Notable Activity:

2009

« Central Hudson filed its petition on March 26, 20
« An order approving the above requests was receinesleptember 22, 2009.

Impacts: Central Hudson’s ability to seek a higher leviet@mmitted credit could enable greater liquidiysupport forecasted
construction expenditures, seasonality of the mssinvolatile energy markets, adverse borrowingremments, and other unforeseen
events. The approval to issue and sell $250 milliblong-term debt will support Central Hudsonbsligy to finance its construction
expenditures, refund maturing long-term debt, an@qtially refinance $116 million of multi-modalig-term NYSERDA bonds, which are
currently in an auction rate interest mode.
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MANAGEMENT AUDIT

(Case 09-M-07674 - Comprehensive Management Atfidieatral Hudson Gas & Electric Business)

Background: In August 2009, the PSC authorized the issuaheeRequest for Proposal (“RFP”) for an independkintl-party
consultant to conduct a comprehensive managemeiitaCentral Hudsors construction planning processes and operatidficieacies of its
electric and gas businesses. The PSC is requiraddit New York utilities every five years. Auaibrk is expected to get underway in the
first quarter of 2010. A final report of the coftant’s findings and recommendations is not exptctatil the second quarter of 2011. No
prediction can be made regarding the outcome ofridéer at this time.

NON-UTILITY LAND SALES

For further information regarding non-utility lasdles, see Note 2 - “Regulatory Matters.”

ELECTRIC RELIABILITY PERFORMANCE

For further information regarding Central Hudsoalsctric reliability performance, see Note 2 - “Risgory Matters.”
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CAPITAL RESOURCES AND LIQUIDITY

CH ENERGY GROUP - CASH FLOW SUMMARY

Changes in CH Energy Group’s cash and cash equigalesulting from operating, investing, and finagcactivities are summarized
in the following chart (In Millions):

Year Ended December &

2009 2008 2007

Net Cash Provided By/(Used It

Operating Activities $ 126« $ 110.: $ 34.1

Investing Activities (55.7) (88.7) (73.7)

Financing Activities (17.7) (13.1) 26.¢&
Net change for the peric 53.t 8.5 (12.¢)
Balance at beginning of period 19.¢ 11.3 24.1
Balance at end of period $ 732 $ 19.6 $ 11.5

CH Energy Group’s cash and cash equivalents inedelag $53.6 million and $8.5 million for the yearsded December 31, 2009 and
2008 and decreased by $12.8 million for the yededrDecember 31, 2007. For each of these pei@d£nergy Group’s working capital
needs were provided by cash from operations anplemgnted seasonally with short-term financingesded. Capital expenditures,
investments and dividends in each year, as weltgasisitions in 2008 and 2007, were partially fuhdéth cash from operations in excess of
expenses and working capital needs. The remawfdbe funding for investing activities was provitley long-term debt issued by Central
Hudson and CH Energy Group and supplemented in 2868007 with proceeds from the sale of short-iermastments. In December 2009,
Griffith sold operations in certain geographic lbeas. Net of adjustments, primarily for workingpital, CH Energy Group received $74.4
million. CH Energy Group plans to use the majoafythe after-tax proceeds to fund the developrneéat20-megawatt wind farm facility in
Wisconsin (“Shirley Wind project”).

Net cash provided by operations was $126.4 mill&ir1,0.3 million and $34.1 million for the years edddecember 31, 2009, 2008
and 2007, respectively. Cash provided by salesesled the period’s expenses and working capitalsi@eeach year, particularly in 2009 and
2008 when lower energy prices resulted in a sigaift return of working capital. In the third quardf 2009, Central Hudson paid $17.7
million to the PSC for a new tax surcharge insgitbin April 2009; however, only $7.2 million of thsurcharge had been collected from
customers through December 31, 2009. The reqpagcthent of the full year assessment in the thimttgu of 2009 increased Central
Hudson’s working capital needs in the current pkriequiring financing. In March 2010, Central Idod will begin making bi-annual
installments of approximately $8.9 million for théarcharge and will collect the amounts from cusisin subsequent months. Central
Hudson also paid $1.1 million to the PSC for thamhual general assessment, of which $0.7 millexh ieen collected through December 31,
2009. Cash from operations was also significaintiyacted by an overpayment of federal income t&ax@909, as well as the receipt of a
refund in 2007 for a prior year’s overpayment. €arHudson’s MGP site remediation costs in exadssmounts recovered through rates and
other regulatory mechanisms totaling $2.3 milli$®,8 million and $5.1 million in the years endedccBmber 31, 2009, 2008 and 2007,
respectively, also impacted cash from operations.
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Net cash used in investing activities was $55.Tionil $88.7 million and $73.7 million in the yeasded December 31, 2009, 2008
and 2007, respectively. Cash was used primarifurtd investments in Central Hudson'’s electric aatural gas systems. In June 2009,
Central Hudson closed on the purchase of certairestate in Kingston, NY resulting in an increasapproximately $13 million to plant
additions. Other increases in capital expenditatéSentral Hudson in each year relate primarilgneintenance and proactive repairs to
transmission and distribution infrastructure to e reliability. Additionally in December 2009HEnNergy Group received $74.4 million in
proceeds from the sale of select operations ofii@riéind invested approximately $12.3 million iretBhirley Wind project. In 2008 and 2007,
cash was also used for acquisitions made by Griffitd was partially offset by net proceeds fronristeym investments held by the holding
company.

Net cash (used in) provided by financing activitiess ($17.1) million, ($13.1) million and $26.8 hah in the years ended December
31, 2009, 2008 and 2007, respectively. Financuiyities have consistently included annual divideof $34.1 million. Central Hudsananc
Griffith’s cash flows benefited from lower energgiges in 2009. Cash from operations in excesxpérses and working capital needs was
used to repay short-term borrowings in 2009 andeedCentral Hudson's long-term debt of $20.0 milldd maturity in January 2009. Central
Hudson issued $24 million of 30-year notes in Sabker 2009, the proceeds of which were used prignfoilthe repayment of short-term debt
incurred as interim financing for capital expencit In addition, CH Energy Group sold $50 millmfrb-year notes in the second quarter of
2009 to provide long-term debt financing for CHEIB.2008, the use of cash overdraft due to incib@gerest rates at Central Hudson and the
proceeds of short-term debt at Griffith were usedupplement working capital needs and to pay divil$ in that year. In 2007, net proceeds
from the issuance of long-term debt was used piiyniar finance capital expenditures and net borrgysi of $29.5 million in short-term debt
were used primarily to supplement the company’skimgr capital needs and to pay dividends in that.yea
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CENTRAL HUDSON - CASH FLOW SUMMARY

Changes in Central Hudson’s cash and cash equisaiesulting from operating, investing, and finaugcactivities are summarized in
the following chart (In Millions):

Year Ended December 31, 20

2009 2008 2007

Net Cash Provided By/(Used It

Operating Activities $ 107 $ 68.1 $ 32.¢

Investing Activities (107.9) (80.2) (83.9)

Financing Activities 2.1 11.C 52.£
Net change for the peric 2.3 (1.7 1.¢
Balance at beginning of peri 2.5 3.€ 1.7
Balance at end of period $ 48 $ 25 $ 3.€

Central Hudsors cash and cash equivalents increased by $2.2mibir the year ended December 31, 2009, decrdnséd.1 million
for the year ended December 31, 2008 and incrdas&d .9 million for the year ended December 31,720Bor each of these periods, Central
Hudson’s working capital needs were provided byhdesm operations and supplemented seasonallyshithtierm financing as needed. Ci
from operations in excess of expenses and workapgal needs provided partial funding for capitgbenditures in each year. The remainder
of the funding for capital expenditures was prodidy the issuance of long-term debt in each yedrsapplemented with an equity investment
from CH Energy Group in 2009.

Net cash provided by operations was $107.5 millgg8.1 million and $32.8 million for the years edd@ecember 31, 2009, 2008 and
2007, respectively. Cash provided by sales exaktueperiod’s expenses and working capital neeésch year, particularly in 2009 when
lower energy prices resulted in a significant netof working capital. In the third quarter of 20@&ntral Hudson paid $17.7 million to the P
for a new tax surcharge instituted in April 2008wever, only $7.2 million of this surcharge hadibesllected from customers through
December 31, 2009. The required payment of tHeyéar assessment in the third quarter of 200%es®d Central Hudson’s working capital
needs in the current period, requiring financitgMarch 2010, Central Hudson will begin makinganinual installments of approximately $
million for this surcharge and will collect the anmts from customers in subsequent months. Certrdson also paid $1.1 million to the PSC
for the bi-annual general assessment, of which 8@libn had been collected through December 3D920Cash from operations was also
significantly impacted by an overpayment of fedémabme taxes in 2009, as well as the receiptrefand in 2007 for a prior year’s
overpayment. Central Hudson's MGP site remediatimsts in excess of amounts recovered through aagsther regulatory mechanisms
totaling $2.3 million, $2.8 million and $5.1 millioin the years ended December 31, 2009, 2008 abid, 28spectively, also impacted cash fi
operations.

Net cash used in investing activities of $107.3iaril $80.2 million and $83.3 million in the yeaasded December 31, 2009, 2008
and 2007, respectively, was primarily for investisan its electric and natural gas systems. IreR009, Central Hudson closed on the
purchase of certain real-estate in Kingston, NYiltexy in an increase of approximately $13 millimnplant additions. Other increases in
capital expenditures at Central Hudson in each gadate primarily to maintenance and proactive ispga transmission and distribution
infrastructure to improve reliability.
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Net cash provided by financing activities was $aillion, $11.0 million and $52.4 million in the yeaended December 31, 2009,
2008 and 2007, respectively. During 2009 and 2@@itral Hudson retained its net income to invedtsi transmission and distribution
systems. In 2007, Central Hudson paid dividendSHoEnergy Group of $8.5 million. Central Hudsoo&sh flow benefited from lower
energy prices at the end of 2008 and throughou®2@xsh from operations in excess of expensesvaridng capital needs were used to re
short-term borrowings in 2009 and 2008 and redesmomng-term debt of $20.0 million at maturity ianliary 2009. Additionally, an
investment of $25.0 million from CH Energy Group2@09 and the net proceeds from the issuance gftenm debt in each year supplemer
the funding of capital expenditures.

CAPITALIZATION -ISSUANCE OF TREASURY STOCK

Effective January 26, 2009, CH Energy Group grat880 restricted shares to certain officers aryddkaployees of
Griffith. Effective October 1, 2009, CH Energy Gpogranted 14,375 restricted shares to a new Chigiri@roup executive officer. These
restricted shares granted were issued from CH Er@rgup’s treasury stock.

On May 1, 2009, performance shares earned as aser 31, 2008 for the award cycle with a grang d@étApril 25, 2006 were
issued to participants. Those recipients eleatinito defer this compensation under the CH En&wpup Directors and Executives Deferred
Compensation Plan received shares issued from @rgiiGGroup’s treasury stock. A total of 4,560 slsawere issued from CH Energy
Group’s treasury stock on May 1, 2009. Additiopatlue to the retirement of one of Central Huds@xscutive officers on January 1, 2009, a
pro-rated number of shares under the January 2§, @8d January 24, 2008 grants were paid to tHigigdual on July 2, 2009. An additional
294 shares were issued from CH Energy Group’surgasgock on this date in satisfaction of theserdaa

For further information regarding the above equaitynpensation, see Note 11 - “Equity Based Compemsaif this 10-K Annual
Report. The Company intends to continue to utiizares issued from CH Energy Group’s treasunkdtmcthe payout of future performance
awards.
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CAPITAL STRUCTURE

CH Energy Group’s consolidated capital structufeects the external debt and preferred stock oft@¢rludson and privately placed
external debt at CH Energy Group. CHEC's long-teeht is comprised entirely of intercompany loawesnf CH Energy Group that are
eliminated upon consolidation.

During the first half of the year, Central Hudsqremted under the 2006 Rate Order. Central Hudsateés were based on a capital
structure that reflected 45% common equity, butramon equity ratio up to 47% could have been usethk purpose of determining earnings
sharing. Central Hudson has been gradually inorgais equity ratio to bolster its credit qualityth the expectation that it would earn a return
on the incremental equity through future delivaates. Effective July 1, 2009, Central Hudson ojgerander the 2009 Rate Order. Central
Hudson's rates are based on a capital structutedfiacts 47% common equity. These ratios areutaled according to a PSC methodology,
which excludes short-term debt.

In April 2009, CH Energy Group invested $25 millisnCentral Hudson, which was recorded as additipagl-in capital. Central
Hudson paid no common stock dividends in 2009 andrgeting an equity ratio of approximately 48%gleding short-term debt.

Central Hudson'’s current senior unsecured debigétitlook is ‘A’/stable by both Standard & PooRating Services (“Standard &
Poor’'s”) and Fitch Ratings and ‘A3'/negative by Miys Investors Service (“Moody’s”}. On September 9, 2009, Moody’s downgraded
Central Hudson'’s senior unsecured debt and isstiegs to ‘A3’ from ‘A2’, with a continued negagwutlook, to reflect their view of the
current weakness in our credit metrics and the imggoeed for rate relief to support planned captgdenditures. Moodg'analysis focused ¢
four key rating factors that they identified asngeimportant determinants in assigning ratingsyrégulatory framework, (2) ability to recover
costs and earn returns, (3) diversification, anditd@ncial strength, liquidity and key financiaktnics. The downgrade is not expected to have
a material impact on Central Hudson'’s financiafpenance.

1These ratings reflect only the views of the ratiggncy issuing the rating, are not recommendatmbsiy, sell, or hold securities of Central
Hudson and may be subject to revision or withdraatany time by the rating agency issuing the gatieach rating should be evaluated
independently of any other rating.
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Year-end capital structures for CH Energy Group itmdubsidiaries are set forth below as of Decerilhe

CH Energy Group

2009 2008 2007
Long-term debt® 46.8% 42.8% 40.8%
Shor-term debi - 3.5 4.3
Preferred stoc 2.C 2.1 2.1
Common equity 51.2 51.€ 52.¢
100.(% 100.(% 100.(%
Central Hudson
2009 2008 2007
Long-term debt 49.2% 50.£% 49.6%
Shor-term debi@ - 3.C 5.2
Preferred stoc 24 2.5 2.€
Common equity 48.4 43.7 42.€
100.(% 100.(% 100.(%
CHEC
2009 2008 2007
Long-term debi® 32.1% 26.8% 48.%
Shor-term debi - 6.4 -
Preferred stoc - - -
Common equity 67.¢ 66.¢ 51.1
100.(% 100.(% 100.(%

(1) Based on star-alone financial statements and including intercomydaalances which are eliminated upon consolida
(2) Excluded from the common equity ratio under the s methodology for Central Hudson delivery re
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CONTRACTUAL OBLIGATIONS

A review of capital resources and liquidity shoaldo consider other contractual obligations andra@ments, which are further
disclosed in Note 12 - “Commitments and Contingesci

The following is a summary of the contractual oatigns for CH Energy Group and its affiliates aPetember 31, 2009 (In
Thousands):

Projected Payments Due By Per

Years Years
Less than Ending Ending 2015 and
1 year 2011-2012 201:-2014 After Total
Long-Term Debi® $ 24,000 $ 37,94¢  $ 72,72¢ $ 353,27¢ $ 487,95(
Interest Paymeni- Lonc-Term Debi(®) 22,73% 42,04 35,30: 206,35¢ 306,44(
Operating Lease 2,45(C 4,90 4,56¢ 8,99 20,91
Construction/Maintenance & Other Proje(@ 79,30° 29,84¢ 7,66: 3,78¢ 120,60:
Purchased Electric Contra(® 109,73: 40,35¢ 7,99¢ 3,61 161,69¢
Purchased Natural Gas Contre® 55,36¢ 53,41( 22,62¢ 49,59¢ 181,00:
Purchased Fixed Liquid Petroleum Contre® 3,95¢ - - - 3,95¢
Total Contractual Obligatior®) $ 297,55 $ 208,50¢ $ 150,87¢ $ 625,62. $ 1,282,56:

(1) Includes fixed rate obligations and varialiiteiest rate bonds with estimated variable intgragiments based on the actual interest paid in
2009.

(2) Including Specific, Term, and Service Contractgefty defined as follows: Specific Contracts catgif work orders for constructio
Term Contracts consist of maintenance contractyji@eContracts include consulting, educationat] professional service contrac

(3) Purchased electric and purchased natural gasfoosEgntral Hudson are fully recovered via thespective regulatory cost adjustm
mechanisms

(4) Estimated based on pricing on December 31, 2

(5) The estimated present value of CH Energy G's total contractual obligations is $856 millionsasiing a discount rate of 5.5'
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The following is a summary of the contractual oatigns for Central Hudson as of December 31, 2003lfousands):

Projected Payments Due By Per

Years Years
Less than Ending Ending 2015 and
1 year 2011-2012 201:-2014 After Total
Long-Term Debi® $ 24,000 $ 36,000 $ 44,000 $ 333,95( $ 437,95(
Interest Paymeni- Lonc-Term Debi(@) 19,39¢ 35,45« 29,86 197,92¢ 282,64.
Operating Lease 1,54¢ 3,01: 2,901 2,88¢ 10,35¢
Construction/Maintenance & Other Proje(@ 52,02: 29,77: 7,587 3,78¢ 93,16¢
Purchased Electric Contra(® 109,73: 40,35¢ 7,99¢ 3,61 161,69¢
Purchased Natural Gas Contra@ts 55,36¢ 53,41( 22,62¢ 49,59¢ 181,00:
Total Contractual Obligatior() $ 262,06 $ 198,00 $ 114,98. $ 591,76( $ 1,166,81.

(1) Includes fixed rate obligations and variable ins¢érate bonds with estimated variable interest gaysbased on the actual interest pai
2009.

(2) Including Specific, Term, and Service Contractsjefined in footnote (2) of the preceding ch

(3) Purchased electric and purchased natural gasfoostentral Hudson are fully recovered via thespective regulatory cost adjustmu
mechanisms

(4) The estimated present value of Central Hu's total contractual obligations is $763 millionsasiing a discount rate of 5.5!

Central Hudson has an obligation to meet its cotued benefit payment obligations. Decisions alfe to fund the Retirement Plan
to meet these obligations are made annually andrararily affected by the discount rate used ttedwine benefit obligations, current asset
values and the projection of Retirement Plan asdg#¢sed on the funding requirements of the PerBiotection Act, Central Hudson plans to
make contributions that maintain the target funpeatentage at 80% or higher. On January 22, 20&6tral Hudson contributed $30 million
to its Retirement Plan. Central Hudson’s contiitng for 2010 are expected to total approximat&§-$5 million, resulting in a funded stat
that meets Central Hudson’s objective. The aataatributions could vary significantly based up@omomic growth, projected investment
returns, inflation, and interest rate assumptidwsual funded status could vary significantly basedasset returns and changes in the discount
rate used to estimate the present value of futbligagions.

Employer contributions in 2009 to fund OPEBs we3es$million. Obligations for future funding depead a number of factors,
including the discount rate, expected return, aedioal claims assumptions used. If these factsain stable, OPEB contributions over the
next few years are expected to range from $5-$lfomidnnually.

During 2009, the financial markets experienced \egatility than the level experienced in 2008 &hd value of the Retirement Plan
and OPEB assets increased by $52.9 million andb$tdlion, respectively. These increases redubedunderfunded status of these
plans. However, the decrease in discount rates @08 increased the present value of the platslities. The net effect on the funded ste
of the plans from the financial markets and thedalisit rates was a decrease in the unfunded statiie plans. If future market conditions do
not improve sufficiently to completely offset thelatility of 2008, additional contributions willkely become necessary under the terms of the
Pension Protection Act of 2006. Management exgletssuch contributions will be recovered throtigd rate making process over
time. Central Hudson has investment policiestiese plans which include asset allocation rangsigided to achieve a reasonable return over
the long-term, recognizing the impact of markettitity. Central Hudson monitors actual performamagainst target asset allocations and
adjusts actual allocations and targets as deen@odm@ate in accordance with the Investment Politanagement cannot currently predict
what impact future financial market volatility magve on the funded status of the plan or futuréifugndecisions.
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Management is reviewing changes to the Plan’s invest strategy to reduce the year-to-year volatdftthe funded status and the
level of contributions. Options being considenmeclude extending the duration of the Plan’s invesita as well as changes to the target asset
allocation to more closely align with the Plan’adpterm obligations.

Under the policy of the PSC regarding pension aR&B costs, Central Hudson recovers these costsghroustomer rates with
differences between actual cost and rate allowathefesred for future recovery from or return totomsers. Based on the current policy,
Central Hudson expects to fully recover its neiquic pension and OPEB costs over time.

ANTICIPATED SOURCES AND USES OF CASH

CH Energy Grougs cash flow is primarily generated by the operatiohits direct subsidiaries, Central Hudson andECH Generally
the subsidiaries do not accumulate cash but ratfeside cash to CH Energy Group in the form of dérds and, in the case of CHEC,
repayments on its intercompany loan.

Central Hudson’s planned capital expenditures émstruction and removal during 2010 are expectadtsd approximately $85
million. For 2011, planned capital expenditures @xpected to range from $90 million to $100 millicCapital expenditures are expected t
funded with cash from operations and a combinatfoshort-term and long-term borrowings. Centradslon may alter its plan for capital
expenditures as its business needs require.

Based on the PSC decision in June 2009 and thegedgerms of its July 2009 rate case filing, Gdriiudson intends to retain a
significant portion of its 2010 earnings to paitidund growth in its long-lived assets while issgiapproximately $45 million of its Series G
medium-term notes to fund the remainder of suchvtirofund maturing long-term debt, and manageatstal structure. Central Hudson plans
to maintain an equity ratio of approximately 4892010, excluding short-term balances. Central ldndspects to utilize short-term debt to
fund seasonal and temporary variations in workiagital requirements. If wholesale energy pricesdase, Central Hudson would expect a
corresponding increase in its current level of vimgkcapital.
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On December 11, 2009, CH Energy Group announcesiieeof operations of Griffith in certain geograplocations. Net of
adjustments, primarily for working capital, Grifiiteceived approximately $74 million in procee@H Energy Group expects to pay taxes on
the gain on the sale of approximately $12-$13 onilland plans to use the majority of the remainirgggeds to fund the development of a 20-
megawatt wind farm facility in Wisconsin. In Decken 2009, CHEC invested approximately $12 millioritie Shirley Wind project, and
expects to invest an additional $35 million dur@jLO to complete development and bring its totaédtment to $47 million. CHEC also
intends to invest $0.5 million to complete develamtnof a landfill gas energy facility in Auburn, Ndaring the first quarter of
2010. Additionally, capital expenditures at Gtlifare expected to be approximately $2.0 millionru2010, excluding acquisitions and
investments arising from CHEC's business develograetivities. For 2011, capital expenditures &ffin, excluding acquisitions and
investments arising from its business developmetitities, are expected to range from $2.0 millior$2.5 million.

CH Energy Group believes cash generated from dpasénd funds obtained from its financing progmaithbe sufficient in 2010 ar
the foreseeable future to meet working capital sgpdy dividends on its Common Stock, and fundstments and acquisitions to fulfill its
public service obligations and growth objectiv€¥d Energy Group’s primary source of funds is thehcia generates from the operations of
Central Hudson and CHEC, which can be affecteddigtility in energy markets that affects their wimidg capital needs and profitability. CH
Energy Group’s secondary sources of funds areagh ceserves and its credit facility. CH Energgupr's ability to use its credit facility is
contingent upon maintaining certain financial camats. CH Energy Group does not anticipate thatglumvenants will restrict its access to
funds in 2010 or the foreseeable future.

FINANCING PROGRAM

CH Energy Group believes that it is well positioweith a strong balance sheet and strong liquid@H Energy Group entered 2010
with no short-term debt liabilities and significantailable capacity under CH Energy Group’s andt@éiudson’s committed credit
facilities. Central Hudson’s strong investmentetgraredit ratings help facilitate access to lorrgitdebt; however, despite improving
conditions in financial markets, Management canenak assurance regarding the availability of fim@gor its terms and costs. With the
exception of treasury shares to be issued for abwestricted share grants and performance shaaedavearned, no significant equity issuance
is currently planned for 2010. As discussed earfi¢l Energy Group is actively seeking growth oppoities aligned to its strategy for Central
Hudson and CHEC, and it continues to evaluaterateres for raising capital should those opportasitvarrant investment of capital in exc
of internal resources.
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CH Energy Group maintains a $150 million revolvisrgdit agreement with several commercial banksdgige committed liquidity
beyond its cash balance. That agreement was anhém@808 to expand CH Energy Group’s committedlitfieom $75 million to $150
million for a period of five years from the effeati date. At December 31, 2009, CH Energy Groupritadutstanding borrowings under its
credit agreement.

In the second quarter of 2009, CH Energy Groupapely placed $50 million of senior unsecured nofElse notes bear interest at the
rate of 6.58% per annum and mature on April 17420CH Energy Group used a portion of the procéexs the sale of the notes to repay
shortterm debt and retained the remainder for generglocate purposes. On December 15, 2009, followhegsale of operations of Griffith
certain geographic locations, CH Energy Group ecténto a supplemental note purchase agreemetitdaale of $23.5 million of new notes
and redeemed $23.5 million of the notes placedhdutie second quarter of 2009. The newly issuégsnzear interest at a rate of 6.80% per
annum and mature on December 15, 2025. Interestyigble semi-annually and, commencing June 15],20ith semi-annual payments of
principal. The mortgage style amortization of pipal results in the final payment of principal anterest upon maturity. CH Energy Group
intends to use approximately $23.5 million of theqeeds from the December sale of notes to furmttéop of its investment in the Shirley
Wind project.

Effective January 2, 2007 and pursuant to PSC autition, Central Hudson amended its $75 milliomouitted credit agreement w
several commercial banks, increasing the commidttedit to $125 million and extending the term af eigreement to January 2, 2012. In
addition to this credit agreement, Central Huds@amnmains several uncommitted lines of credit wiettious banks. These arrangements give
Central Hudson competitive options to minimize ¢lst of its short-term borrowings. At December 3109, Central Hudson had no
outstanding balance under its uncommitted linexrediit and no outstanding balance under its corethittedit agreement.

The lenders under both the CH Energy Group ($13@om)j and Central Hudson ($125 million) credit agments include JPMorgan
Chase Bank, N.A., Bank of America, N.A., HSBC BanBA, N.A. and KeyBank National Association. The#ability of these facilities is
contingent upon the ability of the lenders to futfieir commitments. If one or more banks arerdee at risk of being unable to meet their
commitments, CH Energy Group and Central Hudson se&k alternative sources of committed credit fpement the current
agreements. However, alternate sources may nedolly available. CH Energy Group and Central Hundglan for such a situation by
reserving portions of the total commitment for uneeen events.

Central Hudson meets its need for long-term defatinfting through a medium-term notes program. regalated electric and natural
gas utility company, Central Hudson is requiredldtain authorization from the PSC to issue se@gitvith maturities greater than 12 months.
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The PSC issued an Order in September 2006, autipi@entral Hudson to issue medium-term notes abugil40 million over the
three-year period ending December 31, 2009. Withauthorization, Central Hudson established éseS F notes and issued $120 million
during that period. A summary of Series F issuarobBows:

Date Amount of Issuanc Term, Rate Proceeds Used fa

March 23, 200° $33,000,00( 3C-year, 5.80% Redemption at maturity of $33,000,0C-year,
5.87% Series D Notes

September 14, 20( $33,000,00( 1C-year, 6.028% Financing ongoing investments in electric and rad
gas systems

November 18, 200 $30,000,00( 5-year, 6.854% Financing ongoing investments in electric and rad
gas systems

September 30, 20( $24,000,00( 3C-year, 5.80% Financing ongoing investments in electric and rad
gas systems

On September 22, 2009, the PSC authorized Centidddh to increase its multi-year committed creml$175 million and to issue up
to $250 million of long-term debt through DecemB#&r 2012. The Order authorizes Central Hudsorswoe and sell $250 million of lorigrm
debt to finance its construction expenditures,mdfmaturing long-term debt, and potentially reficarts 1999 NYSERDA Bonds, Series B, C
and D. A new shelf registration statement waslfilg Central Hudson with the SEC covering the offied sale of up to $250 million of long-
term debt pursuant to the authority granted byRB€. An amended registration statement was fiteDecember 23, 2009 and the registration
of the Series G notes became effective on Jany&91®. No immediate action is planned to incré2setral Hudson’s committed credit;
however, options to do so will be evaluated inftitare.

Central Hudson has five debt series, totaling $thélon, which were issued in prior years in conjtion with the sale of tax-exempt
pollution control revenue bonds by New York Stateeigy Research and Development Authority (“NYSERRAThese NYSERDA bonds a
insured by Ambac Assurance Corporation (“Ambac’g #re ratings on these bonds reflect the highénetredit rating of Ambac or Central
Hudson. The current underlying rating and outlookhese bonds and Central Hudson’s other sens®aumed debt is ‘A’/stable by Standard
& Poor’s and Fitch Ratings and ‘A3’/negative by Miys. 2

Central Hudson’s 1998 NYSERDA Series A Bonds, totp$16.7 million, were renarketed on December 1, 2008. Under the teri
the applicable indenture, Central Hudson convettecbonds to a fixed rate of 6.5%, which will cowni until their maturity in December
2028. Prior to the December 1, 2008 re-marketimg bonds bore interest at a five-year term rate @¥o.

2These ratings reflect only the views of the ragggncy issuing the rating, are not recommendatmbsy, sell, or hold securities of Central
Hudson and may be subject to revision or withdraatany time by the rating agency issuing the gatiBach rating should be evaluated
independently of any other rating.
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Central Hudson’s 1999 NYSERDA Series A Bonds, totp$33.4 million, have an interest rate that (i to maturity in 2027 at
5.45%.

Central Hudson’s 1999 NYSERDA Bonds, Series B,r@, B, totaling $115.9 million, are multi-modal banithat are currently in
auction rate mode. Beginning in 1999 when the bamelre issued, the bonds’ interest rate has baeh egery 35 days in a Dutch
auction. Auctions in the market for municipal aoctrate securities have experienced widespreaddsisince early 2008. Generally, an
auction failure occurs because there is an ingefftdevel of demand to purchase the bonds antidhdholders who want to sell must hold the
bonds for the next interest rate period. Sincerlraly 2008, all auctions for Central Hudson’s thsedes of auction rate bonds have failed. As
a consequence, the interest rate paid to the bdseischas been set to the then prevailing maximatsdefined in the trust indenture. Central
Hudson’s maximum rate results in interest ratesdhagenerally higher than the expected resuwits fthe auction process. For the foreseeable
future, Central Hudson expects the interest rateeteet at the maximum rate, determined on theafagach auction, to be 175% of the yielc
an index of tax-exempt short-term debt, or its agpnate equivalent. Since the first auction falim February 2008, the applicable rate for
Central Hudsors bonds has ranged from 0.40% to 9.01% and in 2088aged 0.80%. In its Orders, the PSC has audtbdeferral accountir
treatment for the interest costs from Central Hadsthree series of variable rate 1999 NYSERDA BonAs a result, variations in interest
rates on these bonds are deferred for future regdram or refund to customers and Central Hudsoeschot expect the auction failures to
have any adverse impact on earnings. To mitideebtential impact of unexpected increases intgbhan interest rates, Central Hudson
purchases interest rate caps based on an indekdat-term tax-exempt debt. Effective April 1, 20C€Central Hudson entered into a one-year
rate cap with Key Bank National Association to pattagainst unexpected short-term interest rate@ses. The cap is based on the monthly
weighted average of an index of tax-exempt variadie debt, multiplied by 175% to align with theximum rate formula of the three series of
variable rate 1999 NYSERDA Bonds. Central Hudsowld receive a payout if the bonds reset at retese4.375%. During 2009 and 2008,
the average for any quarter did not exceed theatapand therefore no payments were received in eihese years.

Central Hudson is currently evaluating what actjghany, it may take in the future in connectioithnits 1999 NYSERDA Bonds,
Series B, C and D. Potential actions may includeveding the debt from auction rate to anotherrggerate mode or refinancing with taxable
bonds.

Griffith’s financing is provided by CH Energy Group
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Effective July 31, 2007, CH Energy Group’s Boardafectors extended and amended the Common StoplrBease Program of the

Company (the “Repurchase Program”), which was pally authorized in 2002. As amended, the Repwelfrogram authorizes the
repurchase of up to 2,000,000 shares (excludinggeshapurchased before July 31, 2007) or approrimnaB% of the CH Energy Group’s
outstanding Common Stock, from time to time, thiodgly 31, 2012. No shares were purchased undeRéjpurchase Program in 2007, 2008,
or 2009. CH Energy Group intends to set repurckaggets, if any, based on circumstances from tortame.

For more information on CH Energy Group's and Geriudson's financing program, see Note 7 - "Shierm Borrowing
Arrangements," Note 8 - "Capitalization - Common &meferred Stock," and Note 9 - "Capitalizatidrong-Term Debt."

PARENTAL GUARANTEES

For information on parental guarantees issued byE@ergy Group and CHEC, see Note 1 - “Summary ghicant Accounting
Policies” under the caption “Parental Guarantees.”

PRODUCT WARRANTIES

For information on product warranties issued byffin see Note 1 - “Summary of Significant Accoimy Policies” under the caption
“Product Warranties.”

ENVIRONMENTAL MATTERS

For information on environmental matters relate@kb Energy Group, Central Hudson, CHEC, and Ghifftee subcaption
“Environmental Matters” in Note 12 - “CommitmentscaContingencies” under the caption “Contingenties.

RELATED PARTIES

For information on related parties to CH Energy @rand Central Hudson, see Note 1 - “Summary afiégnt Accounting
Policies” under the caption “Related Party Transast”
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EARNINGS PER SHARE

The following discussion and analyses include exgti@ns of significant changes in revenues and esgebetween the year ended
December 31, 2009, and 2008, and the year endeehfitesr 31, 2008, and 2007 for Central Hudson'’s eggdlelectric and natural gas
businesses, Griffith, and the Other Businessedrarestments.

The discussions and tables below present the chinregnings of CH Energy Group’s business unitgims of earnings for each
share of CH Energy Group’s Common Stock. Manageimelieves this presentation is useful becausesthasiness units are each wholly
owned by CH Energy Group. This information is ddesed a non-GAAP financial measure and not amratéve to earnings per share
determined on a consolidated basis, which is thet mioectly comparable GAAP measure. A recondiliabf each business urstearnings pe
share to CH Energy Group’s earnings per sharerrdeted on a consolidated basis, is included indde below.

EARNINGS

Earnings per share (basic and diluted) of CH En@mpup’s Common Stock are computed on the badiseoAverage number of
common shares outstanding (basic and diluted) guhie subject year. The number of average shatstanding of CH Energy Group
Common Stock, the earnings per share, and thefa&turn earned on average common equity, whicteisncome as a percentage of a
monthly average of common equity, are as followsa{8s In Thousands):

2009 2008 2007

Average shares outstandir

Basic 15,77¢ 15,76¢ 15,76

Diluted 15,88 15,80¢ 15,77¢
Earnings per share from continuing operatic

Basic $ 21 % 20C $ 2.61

Diluted $ 21z % 20C % 2.61
Earnings per share from discontinued operati

Basic $ 0.6 $ 0.2z $ 0.0¢

Diluted $ 06z $ 02z $ 0.0¢
Earnings per shar

Basic $ 2.7¢ % 22z % 2.7C

Diluted $ 274 % 22z % 2.7C
Return earned on common eqt 8.6% 6.6% 8.1%
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2009 as compared to 2008

CH ENERGY GROUP CONSOLIDATED

Earnings per Share (Bas

Year Ended December &

2009 2008 Change
Central Hudsol- Electric $ 1.6C $ 1.3 $ 0.27
Central Hudsor- Natural Gas 0.4Z 0.3¢ 0.0¢
Griffith 0.7¢ 0.2¢ 0.5C
Other Businesses and Investments (0.02) 0.2¢ (0.37)
$ 27¢ % 22z $ 0.5¢

Earnings for CH Energy Group totaled $2.76 peralia2009, versus $2.22 per share in 2008, anaseref $0.54 per share. The
2009 earnings reflect a recovery from somewhatetsad levels in 2008. Central Hudson’s new rate approved by the PSC, which took
effect July 1, 2009, corrected a misalignment aite@nd revenues. Additionally, Griffith compleeduccessful partial divestiture in the fol
guarter of 2009 and implemented continued operaliefficiencies and cost reductions in its contiguoperations.

Details by business unit were as follows:
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CENTRAL HUDSON

Earnings per Share (Basic)

Year Ended December &

2009 2008 Change
Electric $ 16C $ 13z % 0.27
Natural Gas 0.4z 0.3¢ 0.0¢
$ 20z $ 167 $ 0.3F

Earnings from Central Hudson's electric and natyaal operations increased $0.35 per share in 20@9ared to 2008 due to the
following:

Regulatory mechanisms and other eve

Uncollectible deferra- approvec $ 0.0z
Uncollectible deferra- pending approve 0.11
Cable attachment rents in 20 (0.09)
Rate increase 0.6€
Revenue decoupling mechanis 0.22
Weather normalized sal (0.17)
Weather impact on sales (including hedgi (0.09
Higher uncollectible accoun (0.1¢)
Higher depreciatiol (0.15)
Higher property and other tax (0.07)
Higher interest expense and carrying cha (0.09)
Higher tree trimming and other distribution mairdane (0.06)
Lower storm restoration expen 0.0¢
Other 0.0z
$ 0.3

Central Hudson's contribution to earnings per shea® $2.02 per share, an increase of $0.35 pee sivar the $1.67 per share posted
in 2008. The improvement is due primarily to impedwost recovery though delivery rates, thoughdtigimcollectible accounts, depreciation,
property taxes and other expenses offset muchedhtireased revenue. The absence of major storththamesulting expense of restoring
service to electric customers contributed $0.09spare to year-over-year performance.
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GRIFFITH

Earnings per Share (Basic)

Year Ended December &
2009 2008 Change
$ 0.7¢ $ 0.2¢ $ 0.5(C

Griffith’s earnings increased $0.50 per share iB@28ompared to 2008 due to the following:

Other events

Gain on the sale of Northeast operati(¥) $ 0.4
Discontinued operatior (0.09
Margin on petroleum sales and servi 0.0z
Weather normalized sales (including conservat (0.2)
Weather impact on sales (including hedgi 0.11
Operating expenst 0.11
Lower uncollectible accoun 0.0
Other 0.07
$ 0.5C

(1) See additional taxes owed by the holding compatlyimvOther Businesses & Investmer
Griffith contributed $0.76 to earnings per shar@@®9 as compared to $0.26 per share in 2008. ifittisase was primarily

attributable to the sale of operations in certaoggaphic locations. Customer conservation coatinto have a negative impact on sales, but
was offset by the favorable impacts of weather@mtinued operational cost reductions implementeanagement.
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OTHER BUSINESSES AND INVESTMENTS

Earnings per Share (Basic)

Year Ended December &
2009 2008 Change

$ 0.07) $ 0.2¢ $ (0.31)

The variation in earnings per share from CH Enégyup (the holding company) and CHEC's partnersing other investment
interests in 2009 compared to 2008 is due to theviong:

Other events

Holding Company's income taxes on Griffith s $ (0.06)
Buckeye investmer (0.0%)
Lyonsdale investmer (0.09)
Holding company interest exper (0.07)
Higher other taxe (0.02)
Higher costs associated with pursuing future investts (0.0%)
Other operating assets and investm (0.09)
Other (0.09)
$ (0.30)

CH Energy Group (the holding company) and CHECHneaships and other investments resulted in adb§30.02) per share in
2009, a decrease of ($0.31) per share from 200@rdst expense on the debt issued at the holdimgany in 2009 to finance CH Energy
Group’s unregulated businesses reduced earnin{fg0y7) per share. Income taxes on the gain fran@tiffith sale lowered earnings by
($0.06) per share. Additionally, the write-off &t Buckeye investment lowered 2009 earnings by&j(Qer share.
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CH ENERGY GROUP CONSOLIDATED

Earnings per Share (Bas

Central Hudsor- Electric

Central Hudsor- Natural Gas

Griffith

Other Businesses and Investments
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Year Ended December &

2008 2007 Change
1.3 $ 166 $ (0.39)
0.3¢ 0.4C (0.06)
0.2¢ 0.2C 0.0¢€
0.2¢ 0.44 (0.15)
22 $ 27C $ (0.4¢)
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Details by business unit were as follows:

CENTRAL HUDSON

Earnings per Share (Basic)

Year Ended December &

2008 2007 Change
Electric $ 13 % 166 $ (0.39)
Natural Gas 0.3¢ 0.4C (0.06)
Total $ 1.67 $ 206 $ (0.39)

Earnings from Central Hudson’s electric and natgea operations decreased $0.39 per share in 2008aced to 2007, due to the
following:

Regulatory mechanisms and other eve

Shared earnings recorded in 2( $ 0.0<
Gain on no-utility property sales in 200 (0.02)
Cable attachment rents in 20 0.0
Rate increase 0.1¢
Higher storm restoration exper (0.19)
Higher tree trimminc (0.0¢)
Higher depreciatiol (0.09)
Higher interest expense and carrying cha (0.09)
Higher property and other tax (0.06)
Higher uncollectible accoun (0.17)
Weather normalized sales (including conservat (0.01)
Other 0.0z
$ (0.39)

Central Hudson's contribution to annual earningsshare was $1.67, which was $0.39 lower thandha007. As a result of the
shortfall in sales, the delivery rate increaseswee approved in 2006 and took effect in 2008mditigenerate sufficient revenue to meet the
higher operating costs that those rates had besigrassl to cover. In particular, those expenditimekided higher tree trimming (reducing
earnings per share by $0.08) and depreciation 93010 addition, Central Hudson experienced sigaiitly higher costs associated with
customers being unable to pay their bills as altresthe weak economy ($0.17), as well as highwests associated with restoring electric
service following storms ($0.13).
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GRIFFITH

Earnings per Share (Basic)

Year Ended December &
2008 2007 Change

$ 0.2¢ $ 0.2 $ 0.0¢

Griffith’s earnings increased $0.06 per share iB&6ompared to 2007, due to the following:

Other events

Discontinued operatior $ 0.11
Margin on petroleum sales and servi 0.2C
Weather normalized sales (including conservat (0.20
Higher uncollectible accoun (0.1))
Operating expenst (0.09)
Weather impact on sales (including hedgi 0.0¢
Other 0.01

$ 0.0¢€

Griffith contributed $0.26 to earnings per shar@@®8, up from $0.20 in 2007, due largely to higimargins. Favorable margins in
the latter part of the year offset margin comp@sshat had reduced profits during the first thgqaarters of 2008. High oil prices and the
weakening economy led to price-induced conservdtieducing earnings per share by $0.20), as wedigrsficantly higher costs from
uncollectible accounts ($0.11).
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OTHER BUSINESSES AND INVESTMENTS

Earnings per Share (Basic)

Year Ended December &
2008 2007 Change
$ 0.2¢ $ 04/ $ (0.15)

The variation in earnings per share from CH Enégyup (the holding company) and CHEC's partnersing other investment
interests in 2008 compared to 2007 is due to theviong:

Cornhusker Holding $ (0.06)
Lyonsdale 0.0¢
Lower interest and investment incol (0.09)
Other (0.09)

$ (0.1%)

CH Energy Group (the holding company) and CHECHmaaships and other investments contributed $M@@rd corporate earnings
per share in 2008, down $0.15 from 2007 resulgelgrdue to lower interest and investment incorfibe earnings from CHEC's ethanol
investment were lower due to reduced margins, hewekie ethanol plant investment, two wind energdllations and an upstate New York
biomass plant continued to add positively to eggsias part of a diversified portfolio of investrrenithin the energy industry.
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The following discussions and analyses include @axations of significant changes in revenues anémsgs between the years ended
December 31, 2009 and 2008 for Central Hudson'sla¢gd electric and natural gas businesses.

Income Statement Variances
(Dallars In Thousands)

Operating Revenue

Operating Expense
Purchased electricity, fuel and natural
Depreciation and amortizatic
Other operating expens

Total Operating Expens:

Operating Incom

Other Income, ne

Interest Charge

Income before income tax

Income Taxes

Net income

Income Statement Variance:
(Dollars in Thousands)

Operating Revenue

Operating Expense
Purchased electricity, fuel and natural
Depreciation and Amortizatic
Other operating expenses

Total operating expens:

Operating Incomu

Other income, ne

Interest Charges

Income before income tax

Income Taxes

Net (loss)/incom

Year Endec
December 31, 200
Over/(Under) same peric

in 2008
Amount Percen

$ (87,400 (11.0%
(127,25) (25.7)%

2,28: 7.71%

28,57¢ 13.9%
(96,399 (13.29)%

8,99 13.4%
(2,12¢) (46.9%
(54)) (2.)%

7,407 15.9%

1,86¢ 9.7%

$ 5,53¢ 20.2%

Year Endec

December 31, 200
Over/(Under) same peric

in 2007
Amount Percen
$ 15,41¢ 2.C%
1,543 0.2%
1,41: 5.C%
16,52: 8.8%
19,48 2.71%
(4,062) (5.7%
(670 (12.71%
2,51¢ 11.(%
(7,25)) (13.9%
(1,059 (5.2%
$ (6,199 (18.9%
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The following discusses variations and the prindriyers of the changes in operating revenues, tipgraxpenses, volumes
delivered, other income, interest charges, andhirectaxes for Central Hudson'’s regulated electrit matural gas businesses.

Delivery Volumes

Delivery volumes for Central Hudson vary in respptts weather conditions and customer behaviorctitedeliveries peak in the
summer and deliveries of natural gas used for hgaiirposes peak in the winter. Delivery volunies &ary as customers respond to the
of the particular energy product and changes ialleconomic conditions.

The following chart reflects the change in the ledfeelectric and natural gas deliveries for Celnttadson in 2009, compared to 2008,
and in 2008, compared to 2007. Deliveries of elgtf and natural gas to residential and comménziatomers have historically contributed
the most to Central Hudson's earnings. Effecting I, 2009, Central Hudson’s delivery rate strogtimcludes a revenue decoupling
mechanism which provides the ability to record reies equal to those forecasted in the developnienireent rates for most of Central
Hudson’s customers. As a result, fluctuationsdtual delivery volumes no longer have a signifidampact on Central Hudson’s
earnings. Industrial sales and interruptible shbege a negligible impact on earnings.
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Year Endec
December 31, 200
Increase/(Decrease) fra
same period in 200

Year Endec
December 31, 200
Increase/(Decrease) fra
same period in 200

Electric Natural Gas Electric Natural Gas

Residentia 3% (D)% (2% 0%
Commercial (4)% 1% (2% ()%
Industrial and othe® (10)% (16)% ()% (1)%
Total Deliveries (5% (3)% (3)% (1)%
(1) Includes interruptible natural gas deliveri

Weather Normalized Deliverie

Year Endec Year Endec

December 31, 200
Increase/(Decrease) fro
same period in 200

December 31, 200
Increase/(Decrease) fro
same period in 200

Electric Natural Gas Electric Natural Gas
Residentia (2)% ()% 0% ()%
Commercial (3)% 0% (2% (2%
Industrial and othe®@ (10)% (16)% (N% (5)%
Total Deliveries (H% (3)% (2)% (3)%

(2) Excludes interruptible natural gas deliveri
Note: Central Hudson uses an internal analysis basedstorical weather data to remove the estimated atspaf weather on delivery
volumes.

Electric and natural gas deliveries to residersial commercial customers during 2009 and 2008 negatively impacted by declines
in use per customer compared to the previous year.

For electric deliveries, the cooler summer weathgerienced in both 2009 compared to 2008 and 266tpared to 2007, further
contributed to the decline in sales. Natural gelvdries to residential and commercial customerdd09 were favorably impacted by a slight
increase in heating degree days, but were not éntaugffset the lower use per customer. Resideatid commercial natural gas heating
degree days increased 5% in 2008 as compared a@bhad an even larger favorable impact on salést year. However, the colder
weather did not result in higher net delivery voastor residential and commercial natural gas ecoste due to the effects of customer
conservation.
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Revenues

Central Hudson'’s revenues consist of two majorgmaies: those which offset specific expenses irctireent period (matching
revenues), and those that impact earnings. Majaleimenues recover Central Hudson's actual costsafticular expenses. Any difference
between these revenues and the actual expenseseth@ideferred for future recovery from or refunccustomers and therefore does not
impact earnings.

Change in Central Hudson Reven
(In Thousands)

Year Ended December 31, 20
Increase/(Decrease) from same period in Z

Electric Natural Gas Total
Revenues with Matching Expense Offs(®)
Energy cost adjustme $ (104,34) $ (19,499 $ (123,84)
Sales to others for rese 479 (3,890 (4,369
Other revenues with matching offs: 20,79 3,05k 23,84¢
Subtotal (84,039 (20,33) (104,369)
Revenues Impacting Earning
Customer sale 7,761 3,37¢ 11,13t
RDM and other regulatory mechanis 4,711 224 4,93t
Finance charge 8 182 191
Weathe-hedging contract 57 113 17C
Other revenue (49E) 1,02¢ 53¢
Subtotal 12,04: 4,92: 16,96
Total Decrease in Revenu $ (71,99) $ (15,409 $ (87,400

(1) Revenues with matching offsets do not affechigs since they offset related costs, the migsificant being energy cost adjustment
revenues, which provide for the recovery of pureldaslectricity and natural gas costs. Other rdlatests are pensions, OPEB, and the
cost of special programs authorized by the PSCghvaie funded with certain available credits. Gfemnin revenues from electric sales to
other utilities also do not affect earnings sinog eelated profits or losses are returned or clyrgespectively, to customers. For natural
gas sales to other entities for resale, 85% of pucfits are returned to custome

Electric and natural gas revenues decreased iyethreended December 31, 2009, as compared to e pariod in 2008 primarily
due to lower energy cost adjustment revenues.elgatric, this resulted from both lower wholesaliegs and lower delivery volumes. For
natural gas, this was primarily driven by lower gas costs. Lower revenues from gas sales tostberesale also contributed to the decrease
in natural gas revenues.

These decreases in both electric and natural gasue were partially offset by an increase in otegenues with matching expense
offsets resulting from an increase in rates relédddcreased pension costs, New York State (“NY&igrgy efficiency programs and a new tax
surcharge implemented by the PSC. The reasonbkdantrease in revenues with matching expensetsfése discussed in more detail under
operating expenses.
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The revenues impacting earnings increased primdu#/to an increase in electric and natural gaseatglrates on customer sales and
the RDMs, both of which became effective July 1020

Change in Central Hudson Reven
(In Thousands)

Year Ended December 31, 2C
Increase/(Decrease) from same period in 2

Electric Natural Gas Total
Revenues with Matching Offsef®
Energy cost adjustme $ (15,909 $ 759 $ (8,309)
Sales to others for rese (2,076 12,29¢ 10,22:
Pension, OPEB and other revenues 3,76: 3,26( 7,02%
Subtotal (14,21¢) 23,15 8,93¢
Revenues Impacting Earning
Customer sale 61¢ 921 1,54(
Other regulatory mechanisr 2,481 673 3,15¢
Pole attachments and other re 1,022 - 1,022
Finance charge 764 21C 974
Other revenues 652 (859) (207)
Subtotal 5,53¢ 94t 6,48:
Total (Decrease)/Increase in Reven $ (8,678 $ 24,097 $ 15,41¢

(1) Revenues with matching offsets do not affechigs since they offset related costs, the migsificant being energy cost adjustment
revenues, which provide for the recovery of pureldaslectricity and natural gas costs. Other rdlatests are pensions, OPEB, and the
cost of special programs authorized by the PSCghwvaie funded with certain available credits. @ganin revenues from electric sales to
other utilities also do not affect earnings sinog eelated profits or losses are returned or clyrgespectively, to customers. For natural
gas sales to other entities for resale, 85% of pucfits are returned to custome

Electric revenues decreasdd the year ended December 31, 2008, as comparbe same period in 2007 primarily due to lower
energy cost adjustment revenues driven by loweévelgl volumes, partially offset by higher wholesalectricity costs. The increase in
revenues from other regulatory mechanisms was mvinarily by the absence of shared earnings 0820

Natural gas revenues increased for the year endedriber 31, 2008, as compared to the same perR@Dii due to higher energy

cost adjustment revenues as a result of highereghtg costs through the third quarter of 2008jalroffset by lower delivery volumes. The
increase for the year was also due to higher ree®froam gas sales to others for resale.
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Incentive Arrangements

Under certain earnings incentive provisions appddwethe PSC, Central Hudson shares with its custermertain revenues and/or
cost savings exceeding predetermined levels censlized in some cases for shortfalls from cenpairiormance standards.

Earnings sharing arrangements are currently effedtir interruptible natural gas deliveries andunatgas capacity release
transactions. Performance standards apply toreEleetrvice reliability, certain aspects of custorservice, natural gas safety, customer
satisfaction, and certain aspects of retail mapketicipant satisfaction.

The net results of these and previous earningsrgharrangements had the effect of increasing axesarnings by $0.1 million in
2009, $0.7 million in 2008, and $0.5 million in 200

In addition to the aboveeted items, for the period from July 1, 2006 tlglodune 30, 2009, Central Hudson was requiredaceshitt
customers earnings over a base ROE of 10.6% oaqhi¢y portion of Central Hudsomtate base, which was determined in accordantetiag
criteria set forth in the 2006 Rate Order. Certthafison did not record shared earnings in 2009682 In 2007, Central Hudson recorded
$1.1 million as a regulatory liability for the coster portion of these pre-tax shared earnings.

See Note 2 - “Regulatory Matters” of this 10-K Amh&eport under the caption “2006 Rate Order” fdeacription of earnings
sharing formulas approved by the PSC for Centraiddn.
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Operating Expenses

The most significant elements of Central Hudsosrating expenses are purchased electricity archpsed natural gas; however,
changes in these costs do not affect earnings Hiegeare offset by changes in related revenues/ezed through Central Hudson's energy
cost adjustment mechanisms. Additionally, theeeaher costs that are matched to revenues lafigetycustomer billings, notably the cost of
NYS energy efficiency programs, PSC tax surchgpgasions and OPEB

Total utility operating expenses decreased 13%00D2Zompared to 2008 and increased 3% in 2008 aaupa 2007. The following

summarizes the change in operating expenses:

Change in Central Hudson Operating Expel
(In Thousands)

Year Endec Year Endec
December 31 December 3!
2009 2008
Increase Increase
(Decrease) (Decrease)
from from
same periot same periot
in 2008 in 2007
Expenses Currently Matched to Reveni®)
Purchased electricit $ (104,82) $ (17,979
Purchased natural g (23,38¢) 19,89:.
Pensior 7,76% (320
OPEB (1,52¢) (25%)
NYS energy program 8,56¢ 3,11¢
MGP site remediation 53¢ 82t
PSC tax surcharg 7,11¢ -
Residual gas deferred balan: 242 2,791
Other matched expenses 1,08( 71¢
Subtotal (104,43) 8,79
Other Expense Variation
Tree trimming 84¢ 2,131
Uncollectible expens 4,26¢ 3,04:
Uncollectible deferral (3,327) -
Purchased natural gas incentarrangement 95¢ (36€)
Storm restoration expens(@ (2,467) 3,27(
Property taxe 1,51¢ 1,044
Depreciatior 2,28t 1,41z
Interest and carrying charg 1,10z 1,25¢
Other expenses 2,85 (1,109
Subtotal 8,03 10,68¢
Total (Decrease)/Increase in Operating Expenses $ (96,399 $ 19,48

(1) Includes expenses that, in accordance with the ®a@6é Order and the 2009 Rate Order, are adjustiduicurrent period to equal t

revenues earned for the applicable exper

(2) Does not include $3.1 million in incremental cagtted to the December 2008 ice storm deferretlfare recovery from customers.

further discussion belov
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In addition to the required adjustment to matchereies collected from customers, the variation iclpased electric and natural gas
expense in 2009 reflects the effects of lower whalke prices for electricity and natural gas, ad aslower volumes delivered to electric
customers. Purchased electricity costs decreas2@08 compared to 2007 primarily due to lower wods delivered (resulting from the switch
of industrial customers from full service to deliyservice, as well as weather and customer coasen), partially offset by higher wholesale
prices. Purchased natural gas costs increasddDi & compared to 2007 primarily due to higherlegade prices, which were only partially
offset by lower delivery volumes resulting from tareer conservation.

The increase in the PSC tax surcharge is due éaax surcharge instituted by the PSC in April20&ffective July 1, 2009, the
surcharge is being collected from customers aedpected to total approximately $18 million perrye@he increase in pensions in both 2009
and 2008 is due to an increase in the level of esxg® recorded with a corresponding increase imregeresulting from the increase in deliv
rates authorized in the 2009 and 2006 Rate Orders.increase in NYS energy program expenses sdiatihe costs of energy efficiency
programs under the Energy Efficiency Portfolio S which began in October 2008, as well as, lmighending levels associated with other
energy programs as authorized by the 2006 and R@®9 Orders.

Uncollectible expense increased in both 2009 aldd 2@hich management believes is a result of tHawamable economic conditior
particularly the rise in unemployment rates. Thghbar wholesale prices in 2008 also had an impadustomers’ ability to pay their
bills. Additionally, in 2009 Central Hudson hadateed approximately $3.3 million of uncollectitdgpense and requested PSC authorization
for future recovery from customers. The PSC hasaed approximately $0.5 million of this deferralated to gas uncollectible expenses
incurred for the calendar year ended December@18.2 The petition requesting authorization foredel of the remaining $2.8 million relates
to the twelve months ended June 30, 2009 for éteatrd the six months ended June 30, 2009 for gassastill pending. However,
Management cannot predict the outcome of thisdilitf the PSC does not approve the petition i)y féntral Hudson’s expenses would
increase by the amount of the petition denied byRBEC.

Storm restoration costs can fluctuate from yearetar based on changes in the number and sevestpiohis each year. Storm
restoration costs decreased in 2009 as compa@D®) but had increased in 2008 compared to 200&. increase in 2008 does not include
$3.1 million in incremental costs related to ansterm in December 2008 which interrupted servicagproximately 72,000
customers. Central Hudson received authorizatiom the PSC to recover these incremental restoratists through the 2009 Rate
Order. The increases in depreciation in 2009 &@82re the result of continued investments in @éktudson’s electric and natural gas
infrastructures. The increases in tree trimminghegar reflect Central Hudsan¢ontinuing efforts to improve system reliabilitylanagemer
believes these efforts contributed to improvedesysteliability during storms. These costs are ceddy higher revenues resulting from the
2006 and 2009 Rate Orders.
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Other Income

Other income and deductions for Central HudsortHferyear ended December 31, 2009, decreased $iidnriompared to the same
period in 2008, primarily due to a decrease in l&tguy carrying charges due from customers reltdqzension costs and regulatory
adjustments resulting from changes in interestscostCentral Hudson’s variable rate long-term délite latter adjustment offsets the decrease
in interest on the variable rate debt, as discuaséeér the caption “Interest Charges.” The impddhese decreases on earnings was reduced
by higher earnings on deferred compensation plsetas

Other income and deductions for Central Hudsorttferyear ended December 31, 2008, decreased $lichmbmpared to the same
period in 2007, primarily due to losses on Certthatison’s deferred compensation plan assets ardlatien in regulatory carrying charges on
balances due from customers.

Interest Charges

Central Hudson'’s interest charges decreased $0libmfor the year ended December 31, 2009, comptreéhe same period in
2008. Increases resulting from higher outstandielgt balances and increased carrying charges dtencers were offset primarily by a
decrease in interest rates on variable rate noigshort-term borrowings. Issuances of $30 milliomedium-term notes in November 2008
and $24 million in October 2009, offset by the mag¢ion of $20 million in January 2009, resultedhinet increase in average outstanding debt
during the year. The increase in carrying chadyescustomers was primarily related to an incréa#iee underlying reserve balance for other
post-retirement benefits and carrying charges IméginJuly 1, 2009 on the net regulatory electability set aside for future customer
benefit. Lower working capital requirements agsuit of decreasing energy prices allowed Centralddn to decrease short-term borrowings.

Central Hudson'’s interest charges increased by $ilin for the year ended December 31, 2008, carag to the same period in
2007 largely due to an increase in long-term dealting primarily from the issuance of medium-tarates in September 2007 and also from
the issuance of medium-term notes in November 200 proceeds from both issuances were useddndeongoing investments in Central
Hudson'’s electric and natural gas systems.
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The following table sets forth pertinent data omt& Hudson'’s outstanding debt (Dollars in Thowsgn

2009 2008 2007
Long-Term Debt:
Debt retirec $ 20,000 $ - 3 33,00(
Debt issue( $ 24,000 $ 30,000 $ 66,00(
Outstanding at year en
Amount(including current portion $ 437890 $ 43389: $  403,89.
Weighted average interest r: 4.7&% 5.43% 5.4%
Shor-Term Debt:
Average daily amount outstandi $ 21,96: $ 32,30¢ % 32,50:
Weighted average interest ri 0.9&% 3.0(% 5.31%
Overall weighted average interest r 4.3% 5.2€% 5.48%

See Note 7 - “Short-Term Borrowing Arrangementsd &fote 9 - “Capitalization - Long-Term Debt” forditional information on
short-term and long-term debt of CH Energy Grougf@nCentral Hudson.

Income Taxes

Income taxes for Central Hudson increased $1.9amifor the year ended December 31, 2009 when croedpa the same period in
2008 primarily due to an increase in pre-tax bawlome.

Income taxes for Central Hudson decreased $1.iomith 2008 when compared to 2007 due to a deciiegze-tax book earnings
which was partially offset by the unfavorable imizaaf flow-through items related to depreciatiagarves (primarily uncollectible customer
receivables) and the Medicare Act of 2003 and aa#ah in tax-exempt income.

CH ENERGY GROUP

In addition to the impacts of Central Hudson diseasabove, CH Energy Group’s sales volumes, regeaing operating expenses,
income taxes and other income were impacted byitBrd&nd the other businesses described below. r&hdts of Griffith and the other
businesses described below exclude inter-compaasest income and expense which are eliminatednsaidation.
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Income Statement Variances
(Dallars In Thousands)
Year Endec
December 31, 200
Over/(Under) same peric

in 2008
Amount Percen

Operating Revenue $ (207,619 (18.2%
Operating Expense

Purchased electricity, fuel, natural gas and petrol (245,49¢) (31.9%

Depreciation and amortizatic 2,44t 6.€%

Other operating expens 25,99: 9.¢%

Total Operating Expenses (217,059 (20.9%
Operating Incomu 9,44 13.2%
Other Income, ne (5,049 (95.9%
Interest Charge 1,504 6.2%
Income before income taxes, I-controlling interest and preferred dividends ofsidlaries 2,89¢ 5.5%
Income Taxe: 1,07¢ 5.5%
Net income from continuing operatio 1,81¢ 5.5%
Net income from discontinued operations, net of 6,30¢ 183.5%
Net loss attributable to n-controlling interest (279 (26.0%
Net income attributable to CH Energy Grc $ 8,40: 24.(%
Income Statement Variance:
(Dollars in Thousands)
Year Endec

December 31, 200
Over/(Under) same peric

in 2007
Amount Percen
Operating Revenue $ 60,43+ 5.6%
Operating Expense
Purchased electricity, fuel, natural gas and petnol 42,12: 5.8%
Depreciation and Amortizatic 1,35¢ 4.C%
Other operating expens 21,66¢ 9.C%
Total Operating Expenses 65,14 6.5%
Operating Incomu (4,707) (6.2%
Other Income, ne (3,759 (41.7%
Interest Charge 2,57¢ 11.%
Income before income taxes, I-controlling interest and preferred dividends ofsdlaries (11,04 (17.9%
Income Taxe: (1,646 (7.9%
Net loss from continuing operatio (9,395 (22.9)%
Net income from discontinued operations, net of 2,064 139.%%
Net income attributable to n-controlling interest 224 26.2%
Net income attributable to CH Energy Grc $ (7,55%) (17.©%
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GRIFFITH
Sales Volumes

Delivery and sales volumes for Griffith vary in pesse to weather conditions and customer behatetiveries of petroleum
products used for heating purposes peak in theewirales also vary as customers respond to ite @irthe particular energy product and
changes in local economic conditions.

Changes in sales volumes of petroleum productkjdimg the impact of acquisitions, are set fortlole

Actual Deliveries

Year Endec Year Endec
December 31, 200 December 31, 200
% Change % Change
from same Volumes as from same Volumes as
period in % of Total period in % of Total
2008 Volume Volume
Heating Oil
Retained company volun -% 2% (9% 25%
Divested volume ()% 24% 11% 25%
Total Heating Oil (7)% 53% 2% 50%
Motor Fuels
Retained company volun (15)% 34% (9)% 38%
Divested volume (5% 9% 7% 10%
Total Motor Fuels (20)% 43% (2)% 48%
Propane and Othi
Retained company volun 50% 2% 3% 1%
Divested volume 14% 2% 12% 1%
Total Propane and Other 64% 4% 9% 2%
Total
Retained company volun (6)% 65% (9% 64%
Divested volume (6)% 35% 9% 36%
Total (12)% 100% -% 100%

Note 1: For the purposes of this chart, acquisitions niad908 and 2009 are included in either Retainedpany volume or Divested
volume depending upon whether the acquisition vetesined or divestes
Note 2:  For the purposes of this chart, acquisitions madZ00D7 and 2008 are included in either Retainedpamy volume or Diveste
volume depending upon whether the acquisition wt&med or divestel
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Weather Normalized Deliverie

Heating Oil
Retained company volun
Divested volume
Total Heating Oi

Motor Fuels
Retained company volun
Divested volume

Total Motor Fuels

Propane and Othi
Retained company volun
Divested volume

Total Propane and Oth

Total
Retained company volun
Divested volume

Total
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Year Endec Year Endec
December 31, 200 December 31, 200
% Change 2009 % Change 2008
from same Volumes as from same Volumes as
period in % of Total period in % of Total
2008 Volume 2007 Volume
(4% 28% (8)% 25%
(9)% 24% 12% 25%
(13)% 52% 4% 50%
(15)% 35% (9)% 38%
(5)% 9% 7% 10%
(20)% 44% (2)% 48%
46% 2% (3)% 1%
10% 2% 13% 1%
56% 4% 10% 2%
(8)% 65% (8)% 64%
(7)% 35% 10% 36%
(15)% 10C% 2% 10(%

Note 1: Due to a warming trend in actual weather over &t 80 years, Griffith has developed a trend nomglther value. This trer
analysis has resulted in approximately 670 andl@é&®heating degree-days as compared to a staBdarehr average for Griffith's
customers in the Northeast and Midlantic regions, respectively. The above chanvefther normalized deliveries was determi

using Griffith's trend normal weather valt

Note 2:  For the purposes of this chart, acquisitions mad®08 and 2009 are included in either Retainedpamy volume or Divested
volume depending upon whether the acquisition wtamed or divestet

Note 3:  For the purposes of this chart, acquisitions mad20D7 and 2008 are included in either Retainedpemy volume or Diveste
volume depending upon whether the acquisition weteimed or divestet

Sales of petroleum products decreased 12% in thegreled December 31, 2009 compared to the sanoel fre2008. The decrease
was due primarily to reduced consumption by regideand motor fuel customers in response to thakered economy, and to a lesser extent,
the divestiture in December. The decrease in oustasage was partially offset by increased heatilngplume related to weather that was
7.2% colder in heating degree-days in 2009 as cozdpa 2008. Degree-day variation is adjustedterdelay between the time the actual

weather occurs, and the time of product delivery.

Sales of petroleum products increased 1% in thegmded December 31, 2008 compared to the sanmdgar2007. The increase
was due primarily to acquisitions made in 2008 20d7, partially offset by reduced consumption cduseprice-related
conservation. Additionally, there was a 2% deczéaseating degree-days in 2008 as compared t8.2D@gree-day variation is adjusted for
the delay between the time the actual weather scemd the time of product delivery.
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Revenues

Change in Griffith Revenue
(In Thousands)

Year Endec Year Endec
December 31 December 3]

2009 2008
Increase / Increase /
(Decrease) (Decrease)
from same from same
period in period in
2008 2007
Heating Oil
Retained compan $ (33,167 $ 9,84¢
Divested Revenue (44,569 43,13¢
Total Heating Oi $ (77,73) $ 52,98
Motor Fuels
Retained compan $ (85,439 $ 31,03:
Divested Revenue (24,409 24,71¢
Total Motor Fuels $ (109,84) $ 55,75
Other
Retained compan $ (343 $ 527
Divested Revenu (1,270 992
Total Propane $ (1,619 $ 1,51¢
Service Revenue
Retained compan $ 427 $ (697)
Divested Revenu (65%) 6,551
Total Service Revenut $ (226) $ 5,86(
Other
Weathe-hedging contract $ (247 $ 93¢
Retainec- Other (211) 79€
Other- Divestiture (75) 25€
Total Other $ (53%) $ 1,99(
Total Revenues $ (189,95) $ 118,10:

Note 1:  For the purposes of this chart, acquisitions mad20D8 and 2009 are included in either Retainedpemy revenue or Diveste
revenue depending upon whether the acquisitionrataimed or divestet

Note 2:  For the purposes of this chart, acquisitions mad20D7 and 2008 are included in either Retainedpamy revenue or Diveste
revenue depending upon whether the acquisitionretaimed or divestet

Revenues, net of the effect of weather hedgingraots decreased in the year ended December 31,c20@8ared to 2008, due
primarily to a decrease in the selling price, remtligolumes and the divestiture in mid-December.

Revenues, net of the effect of weather hedgingraots, increased in the year ended 2008 compar2@dio, due largely to an increase
in the selling price and revenues from petroleuodpcts resulting from the acquisitions made in 2868 2007.
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Operating Expenses

For the year ended December 31, 2009, operatingnsgs, net of divested operations, decreased $afllidh, or 37%, from $326.6
million in 2008 to $205.6 million in 2009. The ¢ad petroleum products decreased $117.1 millior49o, due to lower wholesale market
prices and a decrease in sales volume.

Other operating expenses decreased $4.6 milliothéoyear ended December 31, 2009 due primarilgwier costs associated with
lower oil prices, effective cost reduction initiss, and the divestiture of its Connecticut, Pelvasya, and Rhode Island assets.

For the year ended December 31, 2008, operatingnsgs, net of divested operations, increased $4illion, or 16%, from $282.7
million in 2007 to $326.6 million in 2008. The ¢ad petroleum products increased $39.3 million1 8% due to higher wholesale market
prices and an increase in sales volume due tartpadt of acquisitions.

Other operating expenses increased $4.6 milliothyear ended December 31, 2008 due primarintimcrease in expenses
associated with the increased sales volumes, additoperating and overhead expenses associate@egtiisitions made during 2008 and
2007, and an increase in the allowance for doubifabunts.

OTHER BUSINESSES AND INVESTMENTS

Revenues and Operating Expenses

The operating results of Lyonsdale, CH-Greentrek@iH Shirley are consolidated in the Consolidatedkcial Statements of CH
Energy Group. Results for the year ended Dece®ibe2009 compared to the same period in 2008 tedlelecrease in operating revenues of
$1.2 million and essentially no change in opera@rgenses with a net decrease in CH Energy Grawgi’smcome of $0.5 million. This is
primarily attributable to the outage for equipmeagairs at Lyonsdale in the second quarter of 2aDId-Greentree became operational in the
third quarter of 2009.

Lyonsdale’s operating results in 2008 reflect astéase in operating revenue of $2.6 million andeased total operating expenses of

$1.6 million with a net increase in CH Energy Grupet income of $0.5 million. The increased cayactor at Lyonsdale and higher sales
of Renewable Energy Credits in 2008 as compar@®®3 were partially offset by higher fuel costs.
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Other Income and Interest Charges

Other income and deductions and interest chargatddalance of CH Energy Group, primarily thedirnd company and CHEC's
investments in partnerships and other investmetitef than Griffith), decreased $5.3 million foetyear ended December 31, 2009, when
compared to the same period in 2008. The decisake to an increase in interest expense relatétktprivate placement of debt at the
holding company in the second quarter of 2009 amet earnings at the partnerships. This decrdasaraludes the write-off of $1.2 million
for the full amount of an outstanding loan to Bugke

Other income and deductions for the balance of @ery Group, primarily the holding company and CHEiGvestments in
partnerships and other investments (other tharitB)ifdecreased $2.9 million for the year endedémeber 31, 2008, when compared to the
same period in 2007. Nearly half of this decrdasdtributable to lower interest and investmegbime resulting from the redeployment of
capital from short-term investments to CH Energp@r's subsidiaries. Lower earnings of CHEC’s Caoisker Holdings investment, as a
result of lower margins, also impacted these rasult

CH ENERGY GROUP - INCOME TAXES

Income taxes on income from continuing operatians<H Energy Group increased $1.1 million for tlemyended December 31,
2009, when compared to the same period in 200&alae increase in pre-tax book income and highersténcurred at the holding company
resulting primarily from the gain on the sale offt&h’s operations in certain geographic locationacome taxes on income from discontinued
operations increased $4.5 million due to an ineréapre-tax book income related to the discontihoperations as well as higher taxes
incurred by Griffith as a result of the gain on teffith sale.

Income taxes on income from continuing operatiamns<dH Energy Group decreased $1.6 million in 200@&mcompared to 2007 due
to lower taxes at Central Hudson and decreasethgrbook earnings at CHEC. These favorable variativere partially offset by the
unfavorable impact of a reduction in tax-exempbime at the holding company. Income taxes on incivome discontinued operations for CH
Energy Group increased $1.6 million due to an iasesin pre-tax book income related to the divespestations of Griffith.
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COMMON STOCK DIVIDENDS AND PRICE RANGES

CH Energy Group and its principal predecessordydicg Central Hudson) have paid dividends on thespective Common Stock in
each year commencing in 1903, and the Common Staskeen listed on the New York Stock Exchangeesii®9e5. The closing price as of
December 31, 2009 and 2008 was $42.52 and $5E8%ectively. The price ranges and the dividendsfpa each quarterly period during the
last two fiscal years are as follows:

2009 2008
High Low Dividend High Low Dividend
1stQuarter $ 52.6¢ $ 37.6¢ $ 05¢ $ 453t $ 345 $ 0.54
2ndQuarter 48.1¢€ 40.6( 0.5¢ 40.7: 34.2¢ 0.5¢
3rdQuarter 51.3: 43.67 0.5¢ 48.9: 34.0( 0.5¢
4 thQuarter 4557 39.5¢ 0.5¢ 52.3¢ 33.3¢ 0.5¢

In 2009, CH Energy Group maintained its quarteilyd#nd rate at $0.54 per share. In making futlivéddend decisions, CH Energy
Group will evaluate all circumstances at the tifienaking such decisions, including business, fim@nand regulatory considerations.

The Settlement Agreement contains certain diviqengnent restrictions on Central Hudson, includingithtions on the amount of
dividends payable if Central Hudsaersenior debt ratings are downgraded by more thammajor rating agency due to performance or cors
about the financial condition of CH Energy Groupaay CH Energy Group subsidiary other than Cemtradson. These limitations would
result in the average annual income available fiddends on a twarear rolling average basis being reduced to: §%yif the downgrade we
to a rating below “BBB+,” (ii) 50%, if the senioebtt were placed on “Credit Watch” (or the equiv§levith a rating below “BBB,” or (iii) no
dividends payable if the downgrade were to a ratieigw “BBB-.” These limitations survived the JuB@, 2001, expiration of the Settlement
Agreement. Central Hudson is currently rated “A'tlee equivalent for the purposes of these limitagiand therefore the limitations noted
above do not apply.

The number of registered holders of Common StodRkdfEnergy Group as of December 31, 2009 was 14,926

All of the outstanding Common Stock of Central Halsind all of the outstanding Common Stock of CH&EReld by CH Energy
Group.

OTHER MATTERS

PENSION PROTECTION ACT

On August 17, 2006, President Bush signed the Beriiotection Act into law. The Pension Protectat introduces new funding
requirements for single and multi-employer defibedefit pension plans, addresses plan design &brlsalance and other hybrid plans, and
addresses contributions to defined contributiomglaeduction limits for contributions to retirenh@tans, and investment advice provided to
plan participants. The new defined benefit fundinigs are effective for plan years beginning atecember 31, 2007. Certain transition n
apply for 2008 through 2010. For additional distos regarding the Pension Protection Act, pleasgetise “Retirement Plan” discussion that
follows.
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CHANGES IN ACCOUNTING STANDARDS

See Note 3 - “New Accounting Guidance” for a distos of the status of new accounting guidance sue

RETIREMENT PLAN

As described more fully in Note 10 - “Post-EmployrhBenefits,” Central Hudson has a non-contribuf@etirement Income Plan
(“Retirement Plan”) covering substantially all & employees hired on or before January 1, 2008 Retirement Plan is a defined benefit
plan, which provides pension benefits based omapl@/ee’s compensation and years of service. 0¥2Central Hudson amended the
Retirement Plan to eliminate these benefits foragenal, professional, and supervisory employeesiton or after January 1, 2008. The
Retirement Plan for unionized employees was sityitamended for employees hired on or after May0D&

The significant assumptions and estimates useddouat for the Retirement Plan are the discout the expected long-term rate of
return on Retirement Plan assets, the rate of cosgti®n increase, and the method of amortizinggyaid losses.

The discount rate was determined as of Decembe2® based on the rate at which obligations cbaldffectively settled. The rate
is based on the Citigroup Pension Discount Cu@entral Hudson selects the rate after consultatitimits actuarial consultant. Central
Hudson’s discount rate was 5.7% and 6.2% as ofnib&t recent valuation dates, December 31, 200Daacember 31, 2008, respectively.

In determining the expected lotgrm rate of return on Retirement Plan assets,r@ddtidson considered the current level of expe
returns on risk-free investments (primarily Uni®tes government bonds), the historical levelssf premiums associated with other asset
classes, and the expectations of future returnsa2@-year time horizon on each asset class.eXpected return for each asset class was ther
weighted based on the Retirement Plan’s target aieeation. Central Hudson also considered etgtiens of value-added by active
management, net of investment expenses.

The rate of compensation increase was based arib&tand current compensation practices of Certualson giving consideration
to any anticipated changes in this practice.
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Actuarial gains and losses, which include investimeturns and demographic experience which arerdifit than anticipated based on
the actuarial assumptions, are amortized in acoaewaith procedures set forth by the PSC whichiregbe full gain or loss arising each year
to be amortized uniformly over ten years. Thelosses are currently $152.fnillion, including losses for the years 2000 thrbug
2009. Therefore, the future annual amortizatiothebe losses will increase pension expense, dietedrin accordance with current account
guidance related to pensions (FASB Accounting StessiCodification (“ASC”) 7130), from its current level unless there are offsgtfuture
gains or other offsetting components of pensioreasp.

Based on current levels of Retirement Plan asset®hligations, a change of 0.25% in the long-teate of return assumption would
change pension expense by approximately $tilion and a change of 0.25% in the discount redelld change pension expense by
approximately $1.2 million.

Under the policy of the PSC regarding pension ¢@&stral Hudson recovers its net periodic penaimh OPEB costs through
customer rates with differences from rate allowaraeferred for future recovery from or return tgtoamers. As a result, Central Hudson
expects to fully recover its net periodic pensiod ®PEB costs over time. The Retirement Planisdidy is primarily affected by the cash
contributions made by Central Hudson to the RetnenfPlan. Central Hudson contributed $22.6 milkowl $12.5 million to the Retirement
Plan in 2009 and 2008, respectively. Based ofiuthéing requirements of the Pension Protection etntral Hudson plans to make
contributions that maintain the target funded petage at 80% or higher. On January 22, 2010, @edtrdson contributed $30 million to its
Retirement Plan. Central Hudson’s contributionrs2@10 are expected to total approximately $30488bon, resulting in a funded status that
meets Central Hudson'’s objective. The actual dmnions could vary significantly based upon ecoiogrowth, corporate resources,
projected investment returns, actual investmentrnst inflation, and interest rate assumptions.

Management is reviewing changes to the Plan’s invest strategy to reduce the year-to-year volgtiftthe funded status and the
level of contributions. Options being considenedude extending the duration of the Plan’s investta as well as changes to the target asset
allocation to more closely align with the Plan’adpterm obligations.

For additional information regarding the RetiremBt#n, see Note 10 - “Post-Employment Benefits.”
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CLIMATE

While it is possible that some form of global clim&hange program will be adopted at the fedevall lim 2010, it is too early to
determine what impact such program will have onEtérgy Group. It should be noted, however, thatGbmpany's calculated C@missior

levels are relatively small, primarily because @mmpany does not generate electricity in significarantities. Therefore, federally mandated
greenhouse gas reductions or limits on £&issions are not expected to have a material ingrathe Company'’s financial position or results

of operations. However, the Company can make ndigiien as to the outcome of this matter. If tiostoof CO, emissions causes purchased

electricity and natural gas costs to rise, suche@mses are expected to be collected through autoatjuistment clauses. If sales are depressed
by higher costs through price elasticity, the RDMamanisms are expected to prevent an earnings irmpahe Company.
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CRITICAL ACCOUNTING POLICIES
REGULATION

The Financial Statements were prepared in confgrwith accounting principles generally acceptethim United States of America
(“GAAP™), which for regulated public utilities, itedes specific guidance for Regulated Operationsaficial Accounting Standard Board’s
(“FASB”) Accounting Standards Codification (“ASC880). For additional information regarding regatgtaccounting, see Note 2 —
“Regulatory Matters”.

USE OF ESTIMATES

Preparation of the Consolidated Financial Statesien&iccordance with accounting principles gengidcepted in The United States
of America (“GAAP”)includes the use of estimates and assumptions bhageaent that affect financial results. Actuathessmay differ fron
those estimated; however the methods used by CkyEi&roup to prepare estimates have historicalbdpced reliable results.

Expense items most affected by the use of estinaatedepreciation and amortization (including amation of intangible assets),
reserves for uncollectible accounts receivablegotiperating reserves, unbilled revenues, and persid other post-retirement benefits.

Depreciation and amortization is based on estinaftése useful lives and estimated net salvageevafproperties. For Central
Hudson, these estimates are subject to change asdhlt of a future rate proceeding. Historiderges have not been material to the
Company'’s financial results. For Griffith and Lysafale, any changes in estimates used for dep@tiate not expected to have a material
impact on CH Energy Group’s financial results. Hneortization of CH Energy Group’s other intangibsets is discussed in detail below
under the caption “Goodwill and Other Intangibleséts.”

Estimates for uncollectible accounts are basedustomer accounts receivable aging data as webmsiageration of various
guantitative and qualitative factors, including eomic factors such as future outlooks for the econaunemployment rates, energy prices and
special collection issues. The estimates forratiperating reserves are based on assessmentsiraf fibligations related to injuries and
damages and workers compensation claims. Unb#eenues are determined based on the estimatexifsald-monthly accounts that have
not been billed by Central Hudson in the currenhtho The estimation methods used in determiniegdtsales are the same methods used for
billing customers when actual meter readings cabaaibtained. Historical changes to these iterus hat been material to the Company’s
financial results.
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See Note 1 - “Summary of Significant AccountingiBies” under the caption “Use of Estimates” to @ensolidated Financial
Statements of this 10-K Annual Report for additiostiacussion.

GOODWILL AND OTHER INTANGIBLE ASSETS

The balances reflected on CH Energy Group’s Codatdd Balance Sheet at December 31, 2009 and Dec&hh2008 for
“Goodwill” and “Other intangible assets - ne€late to Griffith. Goodwill represents the exce§sost over the fair value of the net tangible
identifiable intangible assets of businesses aeduas of the date of acquisition.

In accordance with current accounting guidanceedl&o goodwill and other intangible assets (ASO)3both goodwill and intangib
assets not subject to amortization are testedaat dnnually for impairment and whenever eventiroumstances make it more likely than not
that an impairment may have occurred, such asréfisgnt adverse change in the business climated®cision to sell or dispose of a reporting
unit. In assessing whether an impairment exigddir value of the reporting units is comparethi® carrying amount of assets. Fair value of
goodwill is estimated using a weighted averagdefdiscounted cash flow and market approach metbgi@s. In applying this methodology
to the discounted cash flow, reliance is place@ ammber of factors, including actual operatingiitss future business plans, economic
projections and market data. The carrying amoangdodwill was $35.7 million as of December 31020and $67.5 million as of December
31, 2008. Historical impairment tests have notites in the recognition of any impairment. Howevéthe operating cash flows of Griffith
decline significantly in the future, the result tshbe recognition of a future goodwill impairmetacge to operations and the amount could be
material to CH Energy Group's Consolidated Findrigfatements. However, given the accelerated exgoaf $10 million of goodwill as a
result of the 2009 divestiture, and the significaxtess of fair value over the book value of thenfany, Management believes the likelihood
of any such write-off is remote.

The most significant assumptions used in the distmlicash flow valuation regarding Griffith’s fa@alue in connection with goodwill
valuations are: (1) detailed five-year cash flowjpctions, (2) the risk adjusted discount rate, @) dGriffith’s expected long-term growth rate,
which approximates the growth rate imputed fromdiserete period cash flow projections on key atpetthe business. The primary drivers
of Griffith's cash flow projections include saleslwvmes, margin rates and expense inflation, pdatiyufor labor. The risk adjusted discount
rate represents Griffith’s weighted average costagiital and is established based on (1) the 30x&afree rate, which is impacted by events
external to Griffith, such as investor expectatioegarding economic activity, (2) Griffith’s reged rate of return on equity, and (3) the current
after-tax rate of return on debt. In valuing iteodwill for 2009, Griffith used an average risk-asted discount rate of 10.1%. Had the risk-
adjusted discount rate been 25 basis points higiherRggregate estimated fair value of the reppuimts would have decreased by $2.4
million, or 1.6%. In addition, Griffith used an aage expected terminal growth rate of 1.5%. Ifékpected terminal growth rate was 25 basis
points lower, the aggregate estimated fair valughefreporting units would have decreased by $1illibm or 1.1%. Had each year in
Griffith’s five-year cash flow projections been lemby 1.0%, the aggregate estimated fair valu@@féporting units would have decreased by
$0.4 million, or 0.2%. As of September 30, 200& fair value of goodwill as calculated was appmadely $49.6 million above its carrying
value.
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Other intangible assetet relate to Griffith and are comprised of custonetationships, trademarks and covenants not apete. |
events indicate that an impairment exists, thesetasre tested for impairment by comparing theycey amount to the sum of undiscounted
cash flows expected to be generated by the asset.

In accordance with current accounting guidance (85Q), intangible assets that have finite usefiddicontinue to be amortized over
their useful lives. The estimated useful life éoistomer relationships is 15 years, which is belietw be appropriate in view of average
historical customer attrition. The useful livestafdemarks were estimated to range from 10 toeHfsybased upon Management’'s assessment
of several variables such as brand recognition,ddament’s expected use of the trademark, and fabenrs that may have affected the
duration of the trademark’s life. The useful lifea covenant not to compete is based on the digirdate of the covenant, generally between
three and ten years. Amortization expense wasi@dlion, $4.1 million and $3.4 million for each die years ended December 31, 2009, 2008
and 2007, respectively. The estimated annual dmatidn expense for each of the next five yearsyadng no new acquisitions, is
approximately $2.3 million. The weighted averag®dtization period for all amortizable intangiblesets is 14.97 yearsThe weighted
average amortization periods for customer relatigpssand covenants not to compete are 15 year5 gadrs, respectively. In December 2(
Griffith sold the rights to all its trademarks emtpof the sale of select operations discussetidutielow. The estimated useful life of Griffith’s
customer relationships is tested annually baseattral experience. The amortizable life of thessets has not changed since Griffith was
acquired.

See Note 6 - “Goodwill and Other Intangible Assetkthis 10-K Annual Report for additional discussi
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POST-EMPLOYMENT BENEFITS

Central Hudson'’s reported costs of providing nontdbutory defined pension benefits as well asaiarhealth care and life insurance
benefits for retired employees are dependent upamenous factors resulting from actual plan expegesind assumptions of future plan
performance.

The significant assumptions and estimates useddouat for the Retirement Plan and other posteetént benefit expenses and
liabilities are the discount rate, the expectedjitarm rate of return on the pension plan and gbost-retirement plan assets, health care cost
trend rate, the rate of compensation increase atityrassumptions, and the method of amortizingigaind losses.

For 2009 the Projected Benefit Obligation (“PBQdJ Central Hudson's Retirement Plan ($467.2 milliand its obligation for OPEB
costs ($127.1 million) were both determined usirg§®mdiscount rates. This rate was determined usia@itigroup Pension Discount Curve
reflecting projected cash flows. A 0.25% changthiediscount rate would affect the projectionhef pension PBO by approximately
$13.7 million and the OPEB obligation by approxigiat$3.8 million. Investment losses in the yedd®@through 2002, and a reduction in the
discount rate during that period have resultedsigaificant increase in pension and OPEB costses?®01. Declines in the market value of
the Trust Funds investment portfolio in 2008 re=iiin significant future increases in pension coftaring 2009, the financial markets
experienced less volatility than the level experéghin 2008 and the value of the Retirement Plah@IREB assets increased by $52.9 million
and $14.5 million, respectively. These increasésiced the underfunded status of these plans. Vowie decrease in discount rates from
2008 increased the present value of the planglitiab. The net effect on the funded status &f ptans from the financial markets and the
discount rates was a decrease in the unfundeditljainy $9.2 million and $6.4 million, respectivelyf future market conditions do not imprc
sufficiently to completely offset the volatility @008, additional contributions will likely becomecessary under the terms of the Pension
Protection Act of 2006. Management expects thel swntributions will be incorporated in the ratakimg process over time. Central Hudson
has investment policies for these plans which ihelasset allocation ranges designed to achiev@sameable return over the long-term,
recognizing the impact of market volatility. CealtHudson monitors actual performance against tagget allocations and adjusts actual
allocations and targets as deemed appropriatecor@ance with the Retirement Plan strategy. A%.2hange in the discount rate would
impact the net periodic benefit cost by $1.2 millfor the Retirement Plan and $0.3 million for OREBRnN order to reduce the total costs of
benefits, OPEB plan changes were negotiated wdhBEW Local 320 for unionized employees and cartatired employees effective May 1,
2008.

Central Hudson amortizes actuarial gains and lossated to these obligations over ten years im@ance with PSC-prescribed
provisions.
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The expected long-term rate of return on Retirerdgt and OPEB assets are 7.75% and 8.00%, netedtment expense. In

determining the expected long-term rate of returnh@se assets, Central Hudson considered thentlexel of expected returns on risk-free
investments (primarily United States governmentdsynthe historical level of risk premiums assaatith other asset classes, and the
expectations of future returns over a 20-year timgzon on each asset class, based on the vielgadihg financial advisors and
economists. The expected return for each assgs vlas then weighted based on each plan’s target a@tocation. Central Hudson also
considered expectations of value-added by activeagement, net of investment expenses. The aatnabhreturn on Central Hudson’s
Retirement Plan and OPEB assets over the previmes years are summarized as follows:

Calendar Year Performan 2009 2008 2007

Central Hudson Retirement Pl 21.2% (30.0% 6.€%
Central Hudson OPE® 27.%% (26.9% 5.C%
Central Hudson OPE®@ 24.6% (25.0% 4.1%

(1) OPEB assets are comprised of two separate groupsesdtment fund

A 25 basis point decrease in the expected long-tatenof return on Retirement Plan and OPEB assettd have the following
impact: increase the net periodic benefit cost @y $nillion for the pension plan and $0.2 milliar OPEBs. The expected long-term rate of
return is reviewed annually in the fourth quarted apdated if the determinants have changed.

The estimates of health care cost trend ratesasedoon a review of actual recent trends and gegdature trends. Assumed health
care cost trend rates have a significant effedheramounts reported for the health care plan%?change in assumed health care cost trend
rates would have the following effects (In Thoussnd

One
One Percentage
Percentage Point
Point Increas Decreast
Effect on total of service and interest cost congous for 200¢ $ 447 $ (385)
Effect on yee-end 2009 po-retirement benefit obligatio $ 4217 $ (3,729

In accordance with the terms of the 2006 & 200%Ratders, Central Hudson is authorized to deferdififgrences between rate
allowances and actual costs for both its RetireraadtOPEB plans.

See Note 10 - “Post-Employment Benefits” of thiski@nnual Report for additional discussion.
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ACCOUNTING FOR DERIVATIVES

CH Energy Group and its subsidiaries use derivatisenanage their commodity and financial marksks; they do not enter into
derivative instruments for speculative purposes.a&esult of deferrals under Central Hudson’sleggty mechanisms and offsetting changes
of commodity prices for both Central Hudson andftmi derivatives that CH Energy Group and Cenkladson enter into do not materially
impact earnings.

All derivatives, other than those specifically epiel, are reported on the Consolidated Balancet @héair value. For discussions
relating to market risk and derivative instrumest® Item 7A - “Quantitative and Qualitative distloe About Market Risk” and Note 14 -
“Accounting for Derivative Instruments and Hedgigtivities” of this 10-K Annual Report.

ITEM 7A - QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

The practices employed by CH Energy Group and @EHirdson to mitigate risks discussed below comtittuoperate
effectively. For related discussion on this atyiveee Item 7 - “Management’s Discussion and Asialpf Financial Condition and Results of
Operations” under the subcaption “Capital ResouacekLiquidity”, Note 14 - “Accounting for Derivaté Instruments and Hedging Activities”
and Note 9 - Long-Term Debt within this 10-K AnniReport.

The primary market risks for CH Energy Group asdsitbsidiaries and investments are commodity jpis&eand interest rate
risk. Commodity price risk, related primarily tanghases of natural gas, electricity, and petrolpumducts for resale to retail customers, is
mitigated in several different ways. Central Hudsas authorized by the PSC in the 2006 and 20®® @alers, collects its actual purchased
electricity and purchased natural gas costs fremtstomers through cost adjustment clauses fati#s. These adjustment clauses provide for
the collection of costs, including risk managemaam working capital costs, from customers to reéflee actual costs incurred in obtaining
supply. Risk management costs are defined by 8 & “costs associated with transactions thahteeded to reduce price volatility or
reduce overall costs to customers. These codtgdi@m¢ransaction costs and gains and losses as=beiith risk management
instruments.” Griffith may increase the pricesrgfeal for the commodities it sells in response tangfes in costs; however, its ability to raise
prices is limited by what the competitive marketihich it participates will bear. Depending on netrkonditions, Central Hudson may enter
into long-term fixed supply and longfm forward supply contracts for the purchasénese commodities. Central Hudson also uses najas
storage facilities, which enable it to purchase laold quantities of natural gas at pre-heating@easices for use during the heating
season. CH Energy Group also bears commodity pgkdor the purchase of corn and natural gasthadale of ethanol and distillers grains
by Cornhusker Holdings.

Central Hudson and Griffith have in place an eneigly management program within their operationkis risk management program
permits the use of derivative financial instrumefotshedging purposes but does not permit theiffas&rading or speculative
purposes. Central Hudson and Griffith have entaredeither exchange-traded futures contractsver-the-counter (“*OTC”) contracts with
third parties to hedge commaodity price risk asgedavith the purchase of natural gas, electrigityd petroleum products and to hedge the
effect on earnings due to significant variationsvieather conditions from historical patterns. Types of derivative instruments typically used
include natural gas futures and swaps to hedgealatas purchases, contracts for differences tgdetectricity purchases, put and call opt
to hedge oil purchases, and degree-day based wekstieatives to hedge weather variations. In kiter case, Griffith uses such derivative
instruments to dampen the impact of weather vanaton delivery revenues. OTC derivative transastare entered into only with
counterparties that meet certain credit critefiae creditworthiness of these counterparties isrdg@hed primarily by reference to published
credit ratings. Commodity price risk related tdtboorn and ethanol is managed by Cornhusker Hgddér the entity level, not by CHEC or
CH Energy Group directly.
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The use of derivative instruments for hedging pegsas discussed in more detail in Note 14 -“Actimgnfor Derivative Instruments
and Hedging Activities”, which incorporates sensiyi analysis for each type of derivative instrurhen

Interest rate risk affects Central Hudson but isagged through the issuance of fixed-rate debt watlying maturities and of variable
rate debt for which interest is reset on a peribdisis to reflect current market conditions. la tlase of Central Hudson'’s variable rate debt,
the difference between costs associated with agarable interest rates and costs embedded iomestrates is deferred for eventual refun
or recovery from customers. The variability ingrdst rates is also managed with the use of aatemévfinancial instrument known as an
interest rate cap agreement, for which the prendast and any realized benefits also pass througlafttrementioned regulatory recovery
mechanism. Central Hudson replaced the expiripg effiective April 1, 2009, with a one-year rat® odth Key Bank National
Association. The cap is based on the monthly wejhverage of an index of tax-exempt variable dat#t, multiplied by 175% to align with
the maximum rate formula of the three series ofalde rate 1999 NYSERDA Bonds. The interest raje is evaluated quarterly and Central
Hudson would receive a payout under the termset#p if the bonds reset at rates above 4.375%as®Plrefer to Note 9 - “Capitalization -
Long-Term Debt”, Note 15 - “Fair Value Measuremérisd Item 7 - “Management’s Discussion and Anayi Financial Condition and
Results of Operations” under the subcaption “Capissources and Liquidity” for additional disclosuelated to long-term debt.
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All other schedules are omitted because they arapyicable or the required information is showrtie Consolidated Financial

Statements or the Notes thereto.

Il - SUPPLEMENTARY DATA:

Supplementary data are included in “Selected Qupfénancial Data (Unaudited)” referred to in ‘dbove, and reference is made

thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of Cldrgy Group, Inc.

In our opinion, the consolidated financial statetadisted in the accompanying index present fairlyall material respects, the financial
position of CH Energy Group, Inc. and its subsiiisi(collectively, the "Company") at December 3002 and 2008, and the results of their
operations and their cash flows for each of thedtyears in the period ended December 31, 2008nfoamity with accounting principles
generally accepted in the United States of Amerloaaddition, in our opinion, the financial statemt schedules listed in the accompanying
index present fairly, in all material respects, the infation set forth therein when read in conjunctiatinhe related consolidated financial
statements. Also in our opinion, the Company na&ietd, in all material respects, effective interc@trol over financial reporting as of
December 31, 2009, based on criteria establishaatémal Control - Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSOj)e Tompany's management is responsible for theardial statements and financial
statement schedules for maintaining effective maecontrol over financial reporting and for itsassment of the effectiveness of internal
control over financial reporting, included in thecampanying CH Energy Group Report of Managemernntarnal Control Over Financial
Reporting. Our responsibility is to express opisi@n these financial statements, on the finasté@ément schedules, and on the Company's
internal control over financial reporting basedowm integrated audits. We conducted our auditcoordance with the standards of the Public
Company Accounting Oversight Board (United Staté®)ose standards require that we plan and perfloeraudits to obtain reasonable
assurance about whether the financial statemeatsese of material misstatement and whether effedtiternal control over financial reporting
was maintained in all material respects. Our autfithe financial statements included examiningadest basis, evidence supporting the
amounts and disclosures in the financial statemastessing the accounting principles used andfisgm estimates made by management,
and evaluating the overall financial statementg@mégtion. Our audit of internal control over fi#l reporting included obtaining an
understanding of internal control over financigloging, assessing the risk that a material weakegists, and testing and evaluating the de
and operating effectiveness of internal controkldasn the assessed risk. Our audits also inclpdgdrming such other procedures as we
considered necessary in the circumstances. Weuveeihat our audits provide a reasonable basisuioopinions.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyeaatepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (fppeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiansactions and dispositions of the assetseoédmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readslaassurance regarding prevention or timely dietecf unauthorized acquisition, use, or
disposition of the company'’s assets that could lzareaterial effect on the financial statements.
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Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.

/s PRICEWATERHOUSECOOPERS LLP
Buffalo, New York

February 10, 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of Géhtudson Gas & Electric Corporation

In our opinion, the financial statements listedhia accompanying index present fairly, in all mafeespects, the financial position of Central
Hudson Gas & Electric Corporation (the "Company'Pacember 31, 2009 and 2008, and the results ofierations and its cash flows for
each of the three years in the period ended Deae&ih@009 in conformity with accounting principlgsnerally accepted in the United States
of America. In addition, in our opinion, the firdal statement schedule listed in the accompanyidgx presents fairly, in all material
respects, the information set forth therein whexdr@ conjunction with the related financial stagens. Also in our opinion, the Company
maintained, in all material respects, effectiveinal control over financial reporting as of Decem®1, 2009, based on criteria established in
Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizatidriee Treadway Commission (COSO). The
Company's management is responsible for thesedimlestatements and financial statement schedotanéintaining effective internal control
over financial reporting and for its assessmerhefeffectiveness of internal control over finahecggporting, included in the accompanying
Central Hudson Report of Management on Internalt@bover Financial Reporting. Our responsibilgyto express opinions on these finar
statements, on the financial statement schedutepanhe Company's internal control over finanoéglorting based on our integrated

audits. We conducted our audits in accordance tétstandards of the Public Company Accountingrflght Board (United States). Those
standards require that we plan and perform thetsitmbbtain reasonable assurance about whethéintiveial statements are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all eréal respects. Our audits of the financial
statements included examining, on a test basideaee supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estimatade by management, and evaluating the ovenaldial statement presentation. Our
audit of internal control over financial reporting-luded obtaining an understanding of internalta@rover financial reporting, assessing the
risk that a material weakness exists, and testiageaaluating the design and operating effectiveoéternal control based on the assessed
risk. Our audits also included performing sucteotbrocedures as we considered necessary in ther@tances. We believe that our audits
provide a reasonable basis for our opinions.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyeaatepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (fppeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiiansactions and dispositions of the assetseoédmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readslaassurance regarding prevention or timely dietecf unauthorized acquisition, use, or
disposition of the company'’s assets that could lzareterial effect on the financial statements.
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Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.

/s PRICEWATERHOUSECOOPERS LLP
Buffalo, New York

February 10, 2010
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CH ENERGY GROUP

REPORT OF MANAGEMENT ON INTERNAL CONTROL OVER FINAN CIAL REPORTING

The management of CH Energy Group, Inc. (“Manageafhénresponsible for establishing and maintainaaequate internal control
over financial reporting for CH Energy Group, l(ihe “Corporation”) as defined in Rules 13a-15¢yd5d-15(f) under the Securities
Exchange Act of 1934. Internal control over finahceporting is a process designed to provideaealle assurance regarding the reliabilit
financial reporting and the preparation of finahsiatements for external purposes in accordantteagicounting principles generally accepted
in the United States of America. Internal contreér financial reporting includes those policied @nocedures that:

« pertain to the maintenance of records that, inaealsle detail, accurately and fairly reflect trengactions and dispositions of
the assets of the Corporatic

« provide reasonable assurance that transactiome@ssded as necessary to permit preparation ofidiahstatements in
accordance with accounting principles generallyepted in the United States of America and thatipte@nd expenditures
the Corporation are being made only in accordaritte authorization of Management and directors ef @orporation; an

« provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, vselisposition of asse
that could have a material effect on the consaiddinancial statement

Internal control over financial reporting includée controls themselves, monitoring (including intd auditing practices) and actions
taken to correct deficiencies as identified.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections
of any evaluation of effectiveness to future pesiade subject to the risk that controls may becoméequate because of changes in condit
or that the degree of compliance with the poligeprocedures may deteriorate.

Management assessed the effectiveness of the @tigos internal control over financial reporting ef December 31,
2009. Management based this assessment on cfaegéfective internal control over financial refiog described in tnternal Control -
Integrated Framework ” issued by the Committee of Sponsoring Organizegtiof the Treadway Commission (COSO). Based an thi
assessment, Management determined that, as of Dec&h, 2009, the Corporation maintained effedtinernal control over financial
reporting.
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The effectiveness of the Corporation’s internaltogrover financial reporting as of December 31020has been audited by
PricewaterhouseCoopers LLP, an independent registarblic accounting firm, as stated in their répdrich appears herein.

STEVEN V. LANT CHRISTOPHER M. CAPONI
Chairman of the Boart Executive Vice Presidel
President, an and Chief Financial Office

Chief Executive Office

February 10, 2010
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CENTRAL HUDSON

REPORT OF MANAGEMENT ON INTERNAL CONTROL OVER FINAN CIAL REPORTING

The management of Central Hudson Gas & Electrip@uation (“Management”) is responsible for estdiifig and maintaining
adequate internal control over financial reporfimgCentral Hudson Gas & Electric Corporation (t@®rporation”) as defined in Rules 13a-15
(H and 15d-15(f) under the Securities Exchanged&d934. Internal control over financial repodiis a process designed to provide
reasonable assurance regarding the reliabilitynafiicial reporting and the preparation of finanstatements for external purposes in
accordance with accounting principles generallyeptad in the United States of America. Internaltoa over financial reporting includes
those policies and procedures that:

« pertain to the maintenance of records that, inaealsle detail, accurately and fairly reflect trensactions and dispositions of
the assets of the Corporatic

« provide reasonable assurance that transactiome@ssded as necessary to permit preparation ofidiahstatements in
accordance with accounting principles generallyepted in the United States of America and thatipte@nd expenditures
the Corporation are being made only in accordaritte authorization of Management and directors ef @orporation; an

« provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, oselisposition of asse
that could have a material effect on the consadiddinancial statement

Internal control over financial reporting includé®e controls themselves, monitoring (including inté auditing practices) and actions
taken to correct deficiencies as identified.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections
of any evaluation of effectiveness to future pesiade subject to the risk that controls may becomeequate because of changes in condit
or that the degree of compliance with the poligeprocedures may deteriorate.

Management assessed the effectiveness of the @tigpUs internal control over financial reporting ef December 31,
2009. Management based this assessment on cfaegéfective internal control over financial refiog described in tnternal Control -
Integrated Framework ” issued by the Committee of Sponsoring Organizetiof the Treadway Commission (COSO). Based an thi
assessment, Management determined that, as of Dec&h, 2009, the Corporation maintained effedtinernal control over financial
reporting.
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The effectiveness of the Corporation’s internaltogrover financial reporting as of December 31020has been audited by
PricewaterhouseCoopers LLP, an independent registarblic accounting firm, as stated in their répdrich appears herein.

STEVEN V. LANT CHRISTOPHER M. CAPONI
Chairman of the Boar Executive Vice Presidel
and Chief Executive Office and Chief Financial Office

February 10, 2010
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CH ENERGY GROUP CONSOLIDATED STATEMENT OF INCOME
(In Thousands, except per share amounts)

Operating Revenue
Electric
Natural gas
Competitive business subsidiari
Petroleum product
Other
Total Operating Revenues
Operating Expense
Operation:;
Purchased electricity and fuel used in electricegation
Purchased natural g
Purchased petroleu
Other expenses of operati- regulated activitie
Other expenses of operati- competitive business subsidiar
Depreciation and amortizatic
Taxes, other than income t
Total Operating Expensi
Operating Income
Other Income and Deductio
Income from unconsolidated affiliat
Interest on regulatory assets and investment inc
Write-off of note receivabli
Regulatory adjustments for interest ¢
Business development co
Other - net
Total Other Incom
Interest Charge
Interest on lon-term debi
Interest on regulatory liabilities and other intdtre

Total Interest Charges

Income before income taxes, I-controlling interest and preferred dividends ofsdlary
Income Taxes

Net Income from Continuing Operatio

Discontinued Operatior

Income from discontinued operations before

Gain from sale of discontinued operatic

Income tax expense from discontinued operations
Net Income from Discontinued Operatic

Net Income

Net income attributable to n-controlling interest
Non-controlling interest in subsidial
Dividends declared on Preferred Stock of subsic

Net income attributable to CH Energy Grc

Dividends declared on Common Stock
Change in Retained Earnings

WPD-6
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Year Ended December &

2009 2008 2007
$ 53617 $ 608,160 $ 616,83
174,13° 189,54¢ 165,44¢
193,28¢ 312,76 269,07
27,99¢ 28,73( 27,40¢
931,58 1,139,20 1,078,76
265,88 371,82 388,56
107,22: 129,64¢ 110,12:
151,41 268,53 229,20
194,38: 167,80 153,97¢
54,33¢ 57,35¢ 52,30¢
37,70: 35,25¢ 33,90:
40,24 37,81¢ 35,02¢
851,10 1,068,24' 1,003,10:
80,39¢ 70,95: 75,65¢
22¢ 56¢ 1,89t
5,92 4,667 8,40¢
(1,299 - -
(1,366) 76¢€ 53¢
(2,017) (1,589) (1,45])
(1,25¢) 851 (366)
21€ 5,26¢ 9,02:
20,99¢ 20,51¢ 18,65:
4,797 3,77¢ 3,06¢
25,79¢ 24,29. 21,71,
54,81¢ 51,92: 62,96«
20,39: 19,31« 20,96(
34,42 32,60¢ 42,00
6,07+ 6,06( 2,41¢
10,76 - -
6,98¢ 2,51¢ 93¢
9,851 3,54¢ 1,481
44,27 36,15¢ 43,48t
(17€) 102 (122
97¢ 97¢ 97¢
43,48 35,08 42,63
34,11¢ 34,08¢ 34,05:
$ 9,36 $ 99§ 8,581

The Notes to Financial Statements are an integualhereof.
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CH ENERGY GROUP CONSOLIDATED STATEMENT OF INCOME (C ONT'D)
(In Thousands, except per share amounts)

Year Ended December &

2009 2008 2007
Common Stock
Average shares outstandi
Basic 15,77¢ 15,76¢ 15,76:
Diluted 15,88: 15,80¢ 15,77¢
Income from continuing operations attributable té Energy Group common sharehold
Earnings per shai
Basic $ 21 % 20C $ 2.61
Diluted $ 21z % 20C $ 2.61
Income from discontinued operatic
Earnings per shai
Basic $ 0.6 $ 02z $ 0.0¢
Diluted $ 06z $ 02z $ 0.0¢
Amounts attributable to CH Energy Group common shalders
Earnings per shai
Basic $ 2.7¢ $ 22z $ 2.7
Diluted $ 274 % 22z % 2.7
Dividends Declared Per She $ 21¢ $ 21¢ $ 2.1€

The Notes to Financial Statements are an integualhereof.

-116-




WPD-6
Table of Contents Screening Data Part 1 of 2
Page 2106 of 9808

CH E NERG Y GROUP CONSOLIDATED STATEMENT OF COMPREHENSIVE INC OME
(In Thousands)

Year Ended December &

2009 2008 2007

Net Income $ 44.27¢  $ 36,15 $ 43,48t
Other Comprehensive Incon
Fair value of cash flow hedge

Unrealized (losses) gair- net of tax of $7, ($318) and ($6€ (10 477 1,031

Reclassification for (gains) losses realized ininebme-net of tax of ($29), $806 and

($44) 44 (1,20¢) 67

Net unrealized (losses) gains on investments helebity method investe« net of tax of

($63), $258 and ($402) 95 (387) 604
Other comprehensive (loss) incol 12¢ (1,118 1,70z
Comprehensive Incorr 44,40" 35,03¢ 45,18
Comprehensive income attributable to -controlling interes 794 1,07: 84¢
Comprehensive income attributable to CH Energy @I $ 43,61 $ 33,96: $ 44,33¢

The Notes to Financial Statements are an integualhereof.
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CH EN ERGY GROUP CONSOLIDATED STATEMENT OF CASH FLOWS
(In Thousands)

Operating Activities
Net income
Adjustments to reconcile net income to net cashkigea by operating activitie:
Depreciatior
Amortization
Deferred income taxe- net
Bad debt expens
Distributed (undistributed) equity in earnings oiconsolidated affiliate
Pension expens
Other pos-employment benefits ("OPEB") exper
Regulatory liability- rate moderatio
Revenue decoupling mechani:
Regulatory asset amortizati
Gain on sale of asse
Changes in operating assets and liabili- net of business acquisitior
Accounts receivable, unbilled revenues and othegivables
Fuel, materials and suppli
Special deposits and prepayme
Prepaid income taxe
Accounts payabl
Accrued income taxes and inter
Customer advance
Pension plan contributic
OPEB contributior
Regulatory ass¢ manufactured gas plant ("MGP") site remedia
Regulatory ass¢- PSC tax surcharge and general assess
Deferred natural gas and electric cc
Other - net

Net cash provided by operating activities

Investing Activities:
Purchase of sh¢-term investment
Proceeds from sale of sh-term investment
Acceptance of notes receival
Proceeds from sale of ass
Additions to utility and other property and pl:
Acquisitions made by competitive business subsiek:
Other- net

Net cash used in investing activities

Financing Activities:
Redemption of lon-term debt
Proceeds from issuance of l-term debi
(Repayments) borrowings of sh-term debt- net
Dividends paid on Preferred Stock of subsid
Dividends paid on Common Sto
Other- net

Net cash (used in) provided by financing activities

Net Change in Cash and Cash Equival
Cash and Cash Equivalents at Beginning of Pe

Cash and Cash Equivalents at End of Pe

Supplemental Disclosure of Cash Flow Informati
Interest paic
Federal and state taxes p
Additions to plant included in liabilitie
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Year Ended December &

2009 2008 2007
44.27¢  $ 36,15¢ $ 43,48t
35,39¢ 33,29: 32,20¢
5,14¢ 5,00¢ 3,71¢
15,51« 13,93: 5,34¢
12,81« 12,47 5,85:

82¢ 75€ (18)
20,28: 12,37; 12,69'
8,34¢ 9,841 10,09°
(9,915) (5,95¢) (18,425)
(5,789) - -
4,541 4,29¢ 1,50¢

(10,779 (149) (627)
6,85¢ (7,079) (65,210)
9,187 (2,857) (3,764)
(305) 6,80¢ (4,390)
(2,30¢) - 11,24¢
(3,875) 8,45¢ 1,57¢

16¢€ (621) 1,31¢
1,83¢ 7,397 (2,687)

(23,129 (13,02) (6,347)
(3,48Y) (4,200) (6,547
(2,279) (2,83¢) (5,05()
(10,94°) - -
14,32 (12,452 (3,310
19,65’ 8,62( 21,37
126,37 110,25! 34,04¢

- - (69,297)
- 3,54¢ 108,35¢
- - (4,200)
74,65¢ 261 4,57t

(123,13) (84,199 (84,60:)

- (9,267) (25,61
(7,249) 1,017 (2,899)

(55,72:) (88,64:) (73,679)
(20,000) - (33,000)
74,00( 30,00 66,00
(35,500) (7,000 29,50(
(970) (970) (970)
(34,10°) (34,08:) (34,04¢)
(46F) (1,050) (667)
(17,04:) (13,107) 26,81
53,61 8,51z (12,809)
19,82¢ 11,31 24,12
73,43t $ 19,82 $ 11,31
21,54¢ $ 2263 $ 20,00
30,14¢ $ 10,02¢ $ 13,00¢
2,23t $ 17,87¢ $ 12,30+

The Notes to Financial Statements are an integalhereof.
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CH ENERGY GROUP CONSOLIDATED BALANCE SHEET
(In Thousands)

ASSETS
Utility Plant
Electric
Natural gas
Common

Less: Accumulated depreciation

Construction work in progre:
Net Utility Plant

Non-Utility Property & Plant
Griffith non-utility property & plant
Other non-utility property & plant

Less: Accumulated depreciati- Griffith
Less: Accumulated depreciati- other

Net Nor-Utility Property & Plant

Current Asset
Cash and cash equivalel

Accounts receivable from custome net of allowance for doubtful accounts of $7.7lio and $8.¢

million, respectively
Accrued unbilled utility revenue
Other receivable
Fuel, materials and suppli
Regulatory asse
Prepaid income ta
Fair value of derivative instrumer
Special deposits and prepayme
Accumulated deferred income t
Total Current Assets

Deferred Charges and Other Ass
Regulatory asse- pension plat
Regulatory asse- OPEB
Regulatory asse- other
Goodwill
Other intangible asse- net
Unamortized debt expen
Investments in unconsolidated affilial
Other investment
Other

Total Deferred Charges and Other As:

WPD-6
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December 31 December 31
2009 2008

$ 908,80° $ 862,46!

Total Assets

The Notes to Financial Statements are an integralh@reof.
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281,13 263,87
139,75 135,73
1,329,70 1,262,07
375,43 369,92!
954,26( 892,14
58,12( 53,77¢
1,012,38 945,92
27,95: 42,69
37,65¢ 15,34¢
65,60¢ 58,03¢
18,61¢ 23,39¢
3,33: 2,21C
43,65 32,42¢
73,43¢ 19,82
94,52¢ 131,72
14,15¢ 12,65
6,617 7,914
24,84: 36,58¢
59,99: 60,50:
1,86¢ -
741 -
21,29( 21,34
30C 7,49¢
297,76 298,05:
168,70 197,93
- 4,251
83,69: 109,74
35,65 67,45¢
14,81: 36,12¢
5,09/ 5,00¢
8,69¢ 9,711
10,81 7,81t
16,61¢ 15,72¢
344,08 453,78
$ 1697,88 $ 173018
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CH ENERGY GROUP CONSOLIDATED BALANCE SHEET (CONT'D)
(In Thousands)

December 31 December 31

2009 2008
CAPITALIZATION AND LIABILITIES
Capitalization
CH Energy Group Common Shareholders' Eq
Common Stock (30,000,000 shares authorized: $Gafl®alue;16,862,087 shares issued) 15,804,562
shares and 15,783,083 shares outstanding, resglg« $ 1,68t $ 1,68¢
Paic-in capital 350,36° 350,87:
Retained earning 225,99¢ 216,63«
Treasury stocl 1,057,525 shares and 1,079,004 shares, respgc (44,406 (45,38¢)
Accumulated other comprehensive inca 184 55
Capital stock expens (328) (328)
Total CH Energy Group Common Shareholders' Equity 533,50:. 523,53«
Non-controlling interest in subsidiary 1,38¢ 1,44¢
Total Equity 534,88 524,98:
Preferred Stock of subsidiary 21,02% 21,02
Long-term debt 463,89 413,89
Total Capitalizatior 1,019,81 959,90:
Current Liabilities
Current maturities of lor-term debi 24,00( 20,00(
Notes payabli - 35,50(
Accounts payabl 43,19; 52,82«
Accrued interes 6,06 5,89¢
Dividends payabli 8,77 8,76¢
Accrued vacation and payr¢ 6,192 6,62¢
Customer advance 22,45( 30,44:
Customer deposit 8,57¢ 8,44t
Regulatory liabilities 29,97 8,72¢
Fair value of derivative instrumer 13,831 15,75¢
Accrued environmental remediation ca 17,39¢ 5,751
Accrued income taxe - 441
Deferred revenue 4,72k 8,82
Other 17,81« 27,97
Total Current Liabilities 203,01 235,98!
Deferred Credits and Other Liabiliti
Regulatory liabilities- OPEB 1,521 -
Regulatory liabilities- other 91,45: 126,44
Operating reserve 4,75¢ 5,15¢
Accrued environmental remediation ca 6,37¢ 21,79¢
Accrued OPEB cosl 46,24 52,64!
Accrued pension cos 152,38: 161,67
Other 14,24¢ 12,47¢
Total Deferred Credits and Other Liabilities 316,97¢ 380,19:
Accumulated Deferred Income Tax 158,08: 154,10:
Commitments and Contingenci
Total Capitalization and Liabilities $ 1,697,88 $ 1,730,18

The Notes to Financial Statements are an integualhereof.
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CH ENERGY GROUP CONSOLIDATED STATEMENT OF EQUITY
(In Thousands, except share and per share amounts)

CH Energy Group Common Sharehold

WPD-6
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Common Stock
$0.10 par value;
30,000,000 shares

Accumulated

authorizec Treasury Stocl Other
Capital Comprehensiv. Non-
Shares Shares Paid-In  Stock Retainec Income/  controlling Total
Issued Amouni Repurchase Amount Capital Expens Earning: (Loss) Interest  Equity
Balance at January 1,
2007 16,862,08 $ 1,68¢ (1,100,08) $(46,257) $351,23( $ (32¢) $207,05¢ $ (5299 $ 1,481 $514,34:
Comprehensive Incom
Net income 42,63¢ (121) 42,51¢
Other (15) (15)
Change in fair value
Derivative
instruments 1,031 1,031
Investments 604 604
Reclassificatior
adjustments for
losses recognized il
net income 67 67
Dividends declared on
common stock ($2.16
per share (34,057 (34,057
Treasury shares activity
net - - -
Balance at Decembe
31, 2007 16,862,08 $ 1,68¢ (1,100,08) $(46,257) $351,23( $ (32¢) $215,63¢ $ 1,17: $ 1,34 $524,49:
Comprehensive Incom
Net income 35,08 10z 35,18¢
Change in fair value
Derivative
instruments 477 477
Investment: (387) (387)
Reclassification
adjustments for
losses recognized il
net income (1,209) (1,209)
Dividends declared o
common stock ($2.16
per share (34,08¢) (34,086
Treasury shares activi-
net 21,08: 86€ (357) 50¢
Balance at Decembe
31, 2008 16,862,08 $ 1,68¢ (1,079,00) $(45,38¢) $350,87: $ (32¢) $216,63¢ $ 55 $ 1,44t $524,98.
Comprehensive Incom
Net income 43,48¢ (17€) 43,30¢
Capital Contribution: 213 213
Capital Distributions (100) (100)
Change in fair value
Derivative
instruments (10 (10
Investments 44 44
Reclassification
adjustments for
losses recognized il
net income 95 95
Dividends declared o
common stock ($2.16
per share (34,119 (34,119
Treasury shares activi-
net 21,47¢ 98C (50€) 474




WPD-6
Balance at Decembe Screening Data Part 1 of 2
31, 2009 16,862,08 $ 1,68¢ (1,057,52) $(44,400 $350,36" $ (32€) $225,99¢ $ Page 211283848 1 38t $534,88;

The Notes to Financial Statements are an integualhereof.
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C ENTR AL HUDSON STATEMENT OF INCOME
(In Thousands)

Operating Revenue
Electric
Natural gas
Total Operating Revenues

Operating Expense
Operation:

Purchased electricity and fuel used in electricegation

Purchased natural g

Other expenses of operati
Depreciation and amortizatic
Taxes, other than income tax

Total Operating Expenses
Operating Income
Other Income and Deductio
Interest on regulatory assets and other interesiire

Other- net
Regulatory adjustments for interest costs

Total Other Income
Interest Charge
Interest on other lor-term debt
Interest on regulatory liabilities and other int
Total Interest Charge
Income Before Income Tax
Income Taxes
Net Income

Dividends Declared on Cumulative Preferred Stock

Income Available for Common Stock

WPD-6
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Year Ended December &

2009 2008 2007
$ 53617 $ 608,160 $ 616,83
174,13 189,54¢ 165,44
710,30° 797,70° 782,28t
261,00 365,82 383,80
107,22: 129,64¢ 110,12:
194,38: 167,80 153,97¢
32,00 29,81 28,30¢
39,26¢ 37,27 34,57¢
633,96 730,361 710,88.
76,33¢ 67,34 71,40¢
5,03( 3,171 5,74%
(1,199 65¢€ (1,016)
(1,366) 76€ 53¢
2,46E 4,59: 5,26:
18,83( 20,51¢ 18,65:
6,05¢ 4,90¢ 4,25¢
24,88t 25,42t 22,90,
53,91¢ 46,51 53,76
21,14; 19,27: 20,32¢
32,77¢ 27,23¢ 33,43¢
97¢ 97¢ 97¢

$ 31,80¢ $ 26,26¢ $ 32,46¢

The Notes to Financial Statements are an integualhereof.
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CENTRAL HUDSON STATEMENT OF COMPREHENSIVE INCOME
(In Thousands)

Year Ended December &

2009 2008 2007
Net Income $ 32,77¢ % 27,23t $ 33,43¢
Other Comprehensive Income - - -
Comprehensive Income $ 32,77¢  $ 27,23t $ 33,43¢

The Notes to Financial Statements are an integialh@reof.
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CENT RAL HUDSON STATEMENT OF CASH FLOWS
(In Thousands)
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Year Ended December &

2009 2008 2007
Operating Activities
Net income $ 32,77¢ % 27,23t $ 33,43¢
Adjustments to reconcile net income to net cashkigea by operating activitie:
Depreciatior 30,94¢ 28,92: 28,04°
Amortization 1,14¢ 89(C 352
Deferred income taxe- net 20,01¢( 11,37¢ 3,10t
Bad debt expens 8,83t 7,892 4,85(
Pension expens 20,28: 12,371 12,697
OPEB expens 8,34¢ 9,84¢ 10,09:
Regulatory liability- rate moderatio (9,915 (5,959 (18,42
Revenue decoupling mechani: (5,789 - -
Regulatory asset amortizati 4,541 4,29¢ 1,50¢
Loss on sale of property and pl: 25 - (46¢)
Changes in operating assets and liabili- net:
Accounts receivable, unbilled revenues and othegivables 3,78¢ (13,205 (39,577
Fuel, materials and suppli 9,81( (6,84%) (1,46€)
Special deposits and prepayme 364 5,952 (3,409
Prepaid income taxe (10,706 - 10,47
Accounts payabl (7,325 13,65¢ (4,111
Accrued income taxes and inter (345) (3,439 3,771
Customer advance 5,42¢ (1,26%) (5,065)
Pension plan contributic (23,129 (13,02) (6,347
OPEB contributior (3,485 (4,200 (6,547)
Regulatory ass¢ MGP site remediatio (2,27¢) (2,839 (5,050
Regulatory asse PSC tax surcharge and general assess (10,94 - -
Deferred natural gas and electric cc 14,32: (12,459 (3,310
Other - net 20,81( 8,86¢ 18,23:
Net cash provided by operating activit 107,51: 68,09( 32,79¢
Investing Activities:
Proceeds from sale of property and pl - - 862
Additions to utility plant (99,756 (78,93) (81,28¢)
Other- net (7,489 (1,27¢6) (2,859
Net cash used in investing activiti (107,24%) (80,207 (83,279
Financing Activities:
Redemption of lon-term debt (20,000 - (33,000
Proceeds from issuance of l--term debr 24,00( 30,00( 66,00(
(Repayments) borrowings of sh-term debi- net (25,500 (17,000 29,50(
Additional paic-in capital 25,00( - -
Dividends paid on cumulative Preferred St (970 (970 (970
Dividends paid to parel- CH Energy Grouj - - (8,500
Other - net (467) (1,050 (667)
Net cash provided by financing activities 2,06: 10,98( 52,36
Net Change in Cash and Cash Equival 2,32¢ (1,13% 1,88:
Cash and Cash Equivalents - Beginning of Period 2,45k 3,59: 1,71C
Cash and Cash Equivale- End of Perioc $ 478: $ 2,455 $ 3,59:
Supplemental Disclosure of Cash Flow Informati
Interest paic $ 19,67: $ 22,08( $ 20,00:
Federal and state taxes p $ 29,76« % 11,358 % 13,61¢
Additions to plant included in liabilitie $ 161¢ $ 17,87¢ $ 12,30«

The Notes to Financial Statements are an integalhereof.
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C ENTRA L HUDSON BALANCE SHEET
(In Thousands)

ASSETS
Utility Plant
Electric
Natural gas
Common

Less: Accumulated depreciati
Construction work in progress
Net Utility Plant
Non-Utility Property and Plar
Less: Accumulated depreciati

Net Non-Utility Property and Plant

Current Asset
Cash and cash equivalel

WPD-6
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December 31

December 31

Accounts receivable from customers - net of allovgafor doubtful accounts of $5.8 million and $4.0

million, respectively
Accrued unbilled utility revenue
Other receivable
Fuel, materials and suppli- at average co:
Regulatory asse
Prepaid income ta
Fair value of derivative instrumer
Special deposits and prepayme
Accumulated deferred income tax
Total Current Assets

Deferred Charges and Other Ass
Regulatory asse- pension plat
Regulatory asse- OPEB
Regulatory asse- other
Unamortized debt expen
Other investment
Other

Total Deferred Charges and Other Assets

Total Assets

- 125-

2009 2008
$ 90880 $ 862,46
281,13 263,87
139,75« 135,73
1,329,701 1,262,07
375,43 369,92
954, 26 892, 14t
58,12( 53,77¢
1,012,38 945,92
681 445
33 32
64¢ 417
4,78¢ 2,45¢
68,32t 85,35:
14,15¢ 12,65’
3,02t 3,447
21,308 31,11
59,99: 60,50:
10,70¢ -
39z -
18,30« 18,57:
- 4,68E
200,09 218,78
168,70 197,93
- 4,257
83,69; 109,74:
5,091 5,00¢
10,54: 7,697
3,53¢ 2,43:
271,56 327,07
$ 148560 $ 149219
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CENTRAL HUDSON BALANCE SHEET (CONT'D)

(In Thousands)

Capitalization

Common Stock, 30,000,000 shares authorized; 1888ZXhares issued and outstanding, $5 par

Paic-in capital
Retained earning
Capital stock expense

Total Equity

CAPITALIZATION AND LIABILITIES

Cumulative Preferred Stock not subject to mandatedgmptior

Long-term debt
Total Capitalizatior

Current Liabilities

Current maturities of lor-term debt

Notes payabls
Accounts payabl
Accrued interes

Dividends payabl- Preferred Stoc

Accrued vacation and payrt

Customer advance
Customer deposil
Regulatory liabilities

Fair value of derivative instrumer
Accrued environmental remediation cc

Accrued income taxe

Accumulated deferred income t

Other

Total Current Liabilities

Deferred Credits and Other Liabiliti

Regulatory liabilities- OPEB
Regulatory liabilities- other

Operating reserve

Accrued environmental remediation ca

Accrued OPEB cosi
Accrued pension cos
Other

Total Deferred Credits and Other Liabiliti

Accumulated Deferred Income Tax

Commitments and Contingenci

Total Capitalization and Liabilitie
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December 31

December 31

2009 2008
$ 84310 $ 843l
199,98( 174,98
150,75( 118,944
(4,961) (4,961)
430,08 373,27
21,02, 21,02’
413,89 413,89
865,00 808,19
24,00( 20,00(
- 25,50(
32,06¢ 42,91
5,63 5,89t
247 242
5,04¢ 4,89¢
15,00: 9,57+
8,50 8,317
29,97 8,72
13,55: 15,75¢
16,98: 5,565
- 87
1,88: -
8,761 21,28
161,65 168,75
1,521 -
91,45; 126,44
3,50¢ 3,89¢
3,24¢ 20,62:
46,24 52,648
152,38 161,67
13,49t 11,89:
311,84 377,17
147,09! 138,07
$ 148560 $ 149219
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CENTRAL HUDSON STATEMENT OF EQUITY
(In Thousands, except share and per share amounts)

Central Hudson Common Sharehold
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Common Stock
$5.00 par value;

Accumulated

30,000,000 shares Other
authorizec Treasury Stocl Capital Comprehensiv
Shares Shares Paid-In Stock  Retainec Income / Total
Issued Amount Repurchase Amount Capital Expense Earnings (Loss) Equity
Balance at January 1,

2007 16,862,08 $ 84,31 - $ - $174,98( $ (4,96]) $ 68,71( $ - $323,04(
Net income 33,43¢ 33,43¢
Dividends declare

On cumulative Preferre

Stock (970) (970)

On Common Stock to

parent - CH Energy
Group (8,500 (8,500
Balance at December 31

2007 16,862,08 $ 84,31 - $ - $174,98( $ (4,96]) $ 92,67¢ $ - $347,00¢
Net income 27,23¢ 27,23¢
Dividends declare

On cumulative Preferre

Stock (970 (970)

On Common Stock t

parent - CH Energy
Group - -
Balance at December 31

2008 16,862,08 $ 84,31 - $ - $174,98( $ (4,96]) $118,94: $ - $373,27-
Net income 32,77¢ 32,77¢
Dividends declare

On cumulative Preferre

Stock (970 (970

On Common Stock t

parent - CH Energy
Group - -
Additional Paic-in Capital 25,00( 25,00(

Balance at December 31
2009 16,862,08 $ 84,31 - $ - $199,98( $ (4,961 $150,75( $ - $430,08(
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NOTES TO FINANCIAL STATEMENTS

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

CH Energy Group, Inc. (“CH Energy Group”) is thdding company parent corporation of Central HudSars & Electric
Corporation (“Central Hudson”) and Central HudsameEprises Corporation (“CHEC”). Central Hudson &HEC are each wholly owned by
CH Energy Group. Their businesses are comprisedrefiulated electric utility and regulated natgas utility, fuel distribution, cogeneration,
energy management, and investments in energy-tedateets.

CHEC'’s wholly owned subsidiaries include: Griffitmergy Services, Inc. (“Griffith”), CH-Auburn Ergr, LLC (“CH-Auburn”),
CH-Greentree, LLC (“CH-Greentree”) and CH Shirleynd LLC (“CH Shirley”). On December 11, 2009, fiith sold operations in certain
geographic locations. For more information of saée Note 5 — “Acquisitions, Divestitures and stweents”.

On April 12, 2006, CHEC purchased a 75% interestyionsdale Biomass, LLC (“Lyonsdale”)'he operating results of Lyonsdale
consolidated in the financial statements of CH Bpé&sroup. The non-controlling interest shown on Eergy Group’s Consolidated
Financial Statements includes the minority ownprigportionate share of the income and equity ofrisgale.

On December 15, 2009, CH Shirley purchased a 9@8feist in Shirley Wind (Delaware), LLC (“Shirley Revare”). The operating
results of Shirley Delaware are consolidated infifi@ncial statements of CH Energy Group. The nontrolling interest shown on CH Energy
Group’s Consolidated Financial Statements includesninority owner’s proportionate share of theoime and equity of Shirley Delaware.

CHEC's investments in limited partnerships (“Parsigps”) and limited liability companies are acctadchfor under the equity
method. CH Energy Group’s proportionate shardefdhange in fair value of available for sale siiesrheld by the Partnerships is recorded
in CH Energy Group’s Consolidated Statement of Cathensive Income. For more information, see NotéAcquisitions, Divestitures and
Investments.”

Basis of Presentation

This Annual Report on Form 10-K is a combined répdiICH Energy Group and Central Hudson. The Natdbe Consolidated
Financial Statements apply to both CH Energy Grang Central Hudson. CH Energy Group’s Consolid&iedncial Statements include the
accounts of CH Energy Group and its wholly ownelosdiaries, which include Central Hudson and CHE@erating results of Griffith, CH-
Auburn, CH-Greentree, CH Shirley and CH-Lyonsdate@nsolidated in the Consolidated Financial &tatgs of CH Energy Group. The
minority interest shown on CH Energy Group’s Coitiadkd Financial Statements represents the minowtyer’s proportionate share of the
income and equity of Shirley Delaware and Lyonsdaieercompany balances and transactions havedigeimated in consolidation.
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The Financial Statements were prepared in confgrwiith accounting principles generally acceptethm United States of America
(“GAAP™), which for regulated public utilities, includes spg®caccounting guidance for Regulated Operatidrindncial Accounting Standar
Board’s (“FASB”) Accounting Standards Codificati/ASC”) 980). For additional information regardimggulatory accounting, see Note 2 -
“Regulatory Matters”.

Reclassification
Certain amounts in the 2008 and 2007 Financiak8tants have been reclassified to conform to th® pd€sentation.

On December 11, 2009, Griffith closed on the s&leperations in certain geographic locations. docrdance with current accounting
guidance related to presentations of financiakstants (ASC 205), CH Energy Group concluded thagsied operations met the definition of
discontinued operations, and accordingly, reclassithe results of operations associated with thgseations for current and prior periods, to
be reported in the discontinued operations seaid@H Energy Group’s Consolidated Statement of ineo As permitted by this guidance, the
consolidated statement of cash flows, up to the dhsale, were combined with cash flows from amritig operations. The cash received fi
the sale, net of cash transferred, is includechah @ows from investing activities in the cashaflstatement. For more information, see Note 5
— “Acquisitions, Divestitures and Investments”.

Effective January 1, 2009, Central Hudson adopteceat accounting guidance related to non-contrglinterests in consolidated
financial statements, (ASC 810-10-65-1)Accordingly, CH Energy Group modified the presgiain of minority interest or non-controlling
interest in the prior periods presented for CH Byésroup’s Consolidated Statement of Income, Cadatdd Statement of Cash Flow and
Consolidated Balance Sheet. For more informaser,Note 3 - “New Accounting Guidance”.

Use of Estimates

Preparation of the financial statements in accardawith GAAP includes the use of estimates andrapions by management that
affect the reported amounts of assets and liasligind disclosures of contingent assets and tiabikt the date of the financial statements and
reported amounts of revenues and expenses duenmgplorting period. Actual results may differ fréimose estimated, but the methods use
CH Energy Group to prepare estimates have histlyripeoduced reliable results. Expense items raffeicted by the use of estimates are
depreciation and amortization (including amortizatof intangible assets), reserves for uncolleet#iicounts receivable, other operating
reserves, unbilled revenues, and pension and ptstretirement benefits. Depreciation and amatitn is based on estimates of the useful
lives and estimated net salvage value of propeféigslescribed in this Note under the caption “Bejation and Amortization”). Amortizable
intangible assets include customer relationshifadeé to Griffith, which are amortized based oreasessment of customer attrition as
described in Note 6- “Goodwill and Other Intangible Assets.”
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Estimates for uncollectible accounts are basedustomer accounts receivable aging data as webmsiageration of various
guantitative and qualitative factors, including Gpécollection issues. In the current year, tieéase in the allowance for doubtful accounts
reflects the impact of the continued weak economguwstomers’ ability to pay their bills. The esdites for other operating reserves are based
on assessments of future obligations related toieg and damages and workers compensation cldimbilled revenues are determined based
on the estimated sales for bimonthly accountstibae not been billed by Central Hudson in the cumeonth. The estimation methods use
determining these sales are the same methods arsbifliig customers when actual meter readingsioabe obtained. Estimated unbilled
revenues are reported as current assets, and énatndunts recorded both in revenues and as regulabilities. Revenues for 2009, 2008
and 2007 include an estimate for unbilled reveruie8.9 million, $8.2 million and $7.8 million, nesctively. Pursuant to regulatory
requirements, a portion of unbilled revenue isetffsy a regulatory liability and is not includedrgvenues. The portion of unbilled revenues
offset by a regulatory liability at December 310202008 and 2007 was $5.3 million, $4.5 millior &4.2 million, respectively.

The significant assumptions and estimates useddouat for the pension plan and other pesirement benefit expenses and liabili
are the discount rate, the expected long-termafateturn on the retirement plan and post-retireihpéamn assets, the rate of compensation
increase, the healthcare cost trend rate, mortadisymptions, and the method of amortizing gaidd@sses.

Estimates are also reflected for certain commitsiantl contingencies where there is sufficient basisoject a future
obligation. Disclosures related to these certammitments and contingencies are included in Nate“Commitments and Contingencies.”

Rates, Revenues, and Cost Adjustment Clauses
Central Hudson'’s electric and natural gas retéfisare regulated by the New York State Public iSer@ommission

(“PSC”). Transmission rates, facilities charges] eates for electricity sold for resale in intatstcommerce are regulated by the Federal
Energy Regulatory Commission (“FERC").
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Central Hudson'’s tariffs for retail electric andumral gas service include purchased electricity punthased natural gas cost
adjustment clauses by which electric and naturalrgtes are adjusted to collect the actual purchelsetricity and purchased natural gas costs
incurred in providing service.

Effective July 1, 2009, Central Hudson'’s deliveayer structure includes revenue decoupling mechanfdRDMs"), which provide th
ability to record revenues equal to those forechistehe development of current rates for most efit€al Hudson’s customers.

Revenue Recognition

Central Hudson records revenue on the basis ofrmegad. In addition, Central Hudson records @éimese of unbilled revenue for
service rendered to bimonthly customers whose materread in the prior month. The estimate cod@mays subsequent to the meter-read
date. As of December 31, 2009, and 2008, the@odf estimated electric unbilled revenues thatisecognized in accordance with current
regulatory agreements were $10.1 million and $9lBom, respectively. The full amount of estimateatural gas unbilled revenues are
recognized on the Consolidated Balance Sheet.

As required by the PSC, Central Hudson recordssgrexseipts tax revenues and expenses on a graseéngtatement presentation
basis (i.e., included in both revenue and expens®ales and use taxes for both Central HudsorGaiffith are accounted for on a net basis
(excluded from revenue).

Griffith records revenue when products are delisidecustomers or services have been renderecerigdfrevenues include
unamortized payments from fuel oil burner maintex@aand tank service agreements, as well as fedpaiustomers for price-protected
programs. These agreements require a one-timegrayfnom the customer at inception of the agreeme@H Energy Group’s deferred
revenue balances as of December 31, 2009 and Dec&hh2008 were $4.7 million and $8.8 million,pestively. The deferred revenue
balance will be recognized in competitive busirmsssidiaries’ operating revenues over the 12-mtarth of the respective customer contract.

For Central Hudson and Giriffith, payments receifredh customers who participate in budget billindiose balance represents the

amount paid in excess of deliveries received aebder 31, are included in customer advances. Gmanal basis, each such customer’s
budget billings are reconciled with their actuatghases and the accounts are settled.
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Cash and Cash Equivalents

For purposes of the Statement of Cash Flows anBakence Sheet, CH Energy Group and Central Hudsosider temporary cash
investments with a maturity (when purchased) of¢hmonths or less, to be cash equivalents.

Fuel, Materials and Supplies

Fuel, materials and supplies for CH Energy Growpvatued using the following accounting methods:

Company Valuation Methoc
Central Hudsol Average cos

Griffith FIFO

Lyonsdale Weighted average ca

The following is a summary of CH Energy Group’s &wehtral Hudson’s inventories (In Thousands):

CH Energy Grouj

December 31 December 31

2009 2008
Natural gas $ 12,02( $ 22,68«
Petroleum products and prope 2,58 2,782
Fuel used in electric generati 48( 58€
Materials and supplies 9,75¢ 10,53:
Total $ 2484, $ 36,58¢

Central Hudsoti
December 31 December 31

2009 2008
Natural gas $ 12,02( $ 22,68«
Petroleum products and prope 547 55C
Fuel used in electric generati 30¢ 343
Materials and supplies 8,43( 7,53¢
Total $ 21,308 $ 31,11¢

Utility Plant - Central Hudson

The cost of additions to utility plant and replaeats of retired units of property are capitalizedréginal cost. Capitalized costs
include labor, materials and supplies, indirectrgka for such items as transportation, certainstgension and other employee benefits, and
allowances for funds used during construction (“ARL)), as further discussed below. The replaceméntinor items of property is included
in operating expenses.
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The original cost of property, together with remlosast less salvage, is charged to accumulatededigpion at the time the property is
retired and removed from service as required byPtBE.

The following summarizes the type and amount oéssicluded in the electric, natural gas, and comuoategories of Central
Hudson'’s utility plant balances (In Thousands):

Estimatec Utility Plant
Depreciable December 31
Life in Years 2009 2008

Electric

Production 25-75 $ 33,837 $ 32,11(

Transmissior 28-70 209,38: 199,46:

Distribution 7-80 664,64 630,02:

Other 37 94¢ 871

Total $ 908,800 $ 862,46!
Natural Gas

Production 25-60 $ 546 $ 5,41¢

Transmissior 18-70 45,01¢ 43,79¢

Distribution 25-70 230,21° 214,17

Other N/A 447 492

Total $ 281,13¢ $ 263,87
Common

Land and Structure 50 $ 55,57¢ $ 54,08

Office and Other Equipment, Radios and T¢ 8-35 35,56¢ 36,07

Transportation Equipmel 1C-12 41,45( 40,39(

Other 5 7,15¢ 5,18¢

Total $ 139,75 $ 135,73:

Allowance For Funds Used During Construction

Central Hudson'’s regulated utility plant includeBWDC, which is defined as the net cost of borrofetdls used for construction
purposes and a reasonable rate on other funds schesed. The concurrent credit for the amountgitalized is reported in the Consolidated
Statement of Income as follows: the portion appliedgo borrowed funds is reported as a reductiontefest charges while the portion
applicable to other funds (the equity componemiprcash item) is reported as other income. TheBEUWate was 1.00% in 2009, 3.00% in
2008, and 5.25% in 2007. The amounts recordegears 2009, 2008, and 2007 are $0.2 million, $dlkom and $1.1 million, respectively.
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Depreciation and Amortization

The regulated assets of Central Hudson includerglenatural gas, and common assets and are listddr the heading “Utility Plant”
on Central Hudson’s and CH Energy Grai@onsolidated Balance Sheets. The accumulateéaation associated with these regulated a
is also reported on the Consolidated Balance Sheets

For financial statement purposes, Central Hudsdefgeciation provisions are computed on the sttdigh method using rates based
on studies of the estimated useful lives and estithaet salvage values of properties. The antietpeosts of removing assets upon retirement
are generally provided for over the life of thossets as a component of depreciation expense.d&pigciation method is consistent with
industry practice and the applicable depreciataias have been approved by the PSC.

Current accounting guidance related to asset netint and environmental obligations (ASC 410), preéek the recognition of
expected future retirement obligations as a compboiedepreciation expense or accumulated depieniaCentral Hudson, however, is
required to use depreciation methods and rateapgby the PSC under regulatory accounting. to@ance with current accounting
guidance for Regulated Operations (ASC 980), CeHtmason continues to accrue for the future coseofoval for its rate-regulated natural
gas and electric utility assets. In accordanch WwiBC 410, Central Hudson has classified $47.Gonilhnd $47.6 million of net cost of remo
as a regulatory liability as of December 31, 2008 2008, respectively.

Central Hudson performs depreciation studies peratlgt and, upon approval by the PSC, adjusts #q@etiation rates of its various
classes of depreciable property. Central Hudsoorsposite rates for depreciation were 2.75% in 2Q004% in 2008, and 2.78% in 2007 of
the original average cost of depreciable propeftye ratio of the amount of accumulated depreaiatiothe original cost of depreciable
property at December 31 was 28.4% in 2009, 29.42008, and 30.4% in 2007.

For financial statement purposes, Griffith’s, Lydak’s, CH-Auburn’s and CH-Greentree’s depreciafioovisions are computed on
the straightine method using depreciation rates based ondtimated useful lives of the depreciable propenty equipment. Expenditures
major renewals and betterments, which extend th&lves of property and equipment, are capitadiz Expenditures for maintenance and
repairs are charged to expense when incurredrarents, sales, and disposals of assets are reldoydemoving the cost and accumulated
depreciation from the asset and accumulated degi@eiaccounts with any resulting gain or losse@#d in earnings.

Amortization of intangibles (other than goodwill)gomputed on the straight-line method over thetassxpected useful lives. See
Note 6- “Goodwill and Other Intangible Assets” for furthdiscussion.
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Research and Development

Central Hudson is engaged in the conduct and stppogsearch and development (“R&D”) activitiediieh are focused on the
improvement of existing energy technologies anddéneelopment of new technologies for the delivergt austomer use of energy. Central
Hudson’s R&D expenditures were $3.9 million in 2G081 2008, and $3.5 million in 2007. These expenels were for internal research
programs and for contributions to research adnarest by New York State Energy Research and Devedapduthority (‘NYSERDA”), the
Electric Power Research Institute, and other imgustganizations. R&D expenditures are providedificCentral Hudson'’s rates charged to
customers for electric and natural gas deliveryiser In addition, the PSC has authorized thdedihces between R&D expense and the rate
allowances covering these costs be deferred farduecovery from or return to customers.

Income Tax

CH Energy Group and its subsidiaries file consaéddederal and state income tax returns. Inca@xestare deferred under the asset
and liability method in accordance with current@eotting guidance for income taxes (ASC 740). Uriberasset and liability method, defer
income taxes are provided for all differences betwthe financial statement and the tax basis @tassd liabilities. Additional deferred
income taxes and offsetting regulatory assetsabilliies are recorded by Central Hudson to recogtiiat income taxes will be recovered or
refunded through future revenues. For federalsaatk income tax purposes, CH Energy Group arsiiisidiaries use an accelerated method
of depreciation and generally use the shortespkfienitted for each class of assets. Deferredstnvent tax credits are amortized over the
estimated life of the properties giving rise to tnedits. For state income tax purposes, Centualsn uses book depreciation for property
placed in service in 1999 or earlier in accordanitk transition property rules under Article 9-Athfe New York State Tax Law. CHEC,
Griffith and Lyonsdale file state income tax retsiin those states in which they conduct businéss.more information, see Note 4 - “Income
Tax.”

Equity-Based Compensation

CH Energy Group has an equity-based employee cosagien plan that is described in Note 11 - “Equtysed Compensation.”
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Earnings Per Share

The following table presents CH Energy Group’s basid diluted earnings per share included on thes@a@ated Statement of
Income (In Thousands except Earnings Per Share):

Year Ended December 3

2009 2008 2007
Avg. Net Earnings Avg. Net Earnings Avg. Net Earnings
Shares Income  Per Shar Shares Income  Per Shar Shares Income  Per Shar

Earnings attributable to

Common Stock -

continuing operation $ 33,63¢ $ 31,53¢ $ 41,15¢
Earnings attributable t

Common Stock -

discontinued operatior $ 9,851 $ 3,54t $ 1,481
Average number c

common shares

outstanding - basic -

continuing operation 15,77¢ $ 2.1c 15,76¢ $ 2.0c 15,76 $ 261
Average number of

common shares

outstanding - basic -

discontinued operatior 15,77¢ $ 0.6c 15,76¢ $ 0.2 15,76: $ 0.0¢
Average dilutive effect of

Stock options®) @) - 1 - - Q) - 1 (31) -

Performance shar«(? 65 - - 25 - - 16 - -

Restricted share(@ 41 - - 12 - - - - -
Average number of

common shares

outstanding - diluted 15,88 $ 43,48 $ 2.7¢4 15,80F $ 35,08( $ 2.2z 15,77¢ $ 42,60¢ $ 2.7(

(1) For 2009, 2008 and 2007, certain stock options haesm excluded from the computation of diluted @ per share because the exer
prices were greater than the average market pfidteedcCommon Stock shares for each of the yearsepted. The number of Common
Stock shares represented by the options excludedttie above calculation were 17,420 shares f08,2@9,980 shares for 2008 and
18,420 shares for 200

(2) See Note 1- “Equity-Based Compensati” for additional information regarding stock optiopgyformance shares and restricted shi
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Related Party Transactions

Thompson Hine LLP serves as outside counsel to 6étdy Group and Central Hudson. Prior to becoriirgcutive Vice President
and General Counsel of CH Energy Group, John Eld3wmas a partner in the law firm Thompson Hine Lijle serving as Secretary of et
corporation. In addition, one partner in that fiserved as Assistant Secretary of each corpordtiang the year. CH Energy Group and
Central Hudson paid combined legal fees to Thomptiar LLP of $3.3 million in 2009, $3.6 million 2008, and $3.4 million in 2007.

Parental Guarantees

CH Energy Group and CHEC have issued guarantegmijnnction with certain commodity, derivative at@hstruction contracts that
provide financial or performance assurance to thadies on behalf of a subsidiary. The guarandee®ntered into primarily to support or
enhance the creditworthiness otherwise attribudeaidubsidiary on a stand-alone basis, therebljtédicig the extension of sufficient credit to
accomplish the relevant subsidiary’s intended corerakpurposes.

The guarantees described above have been issuedriterparties to assure the payment, when duertdin obligations incurred by
CH Energy Group subsidiaries in physical and finarcansactions related to heating oil, propatleeopetroleum products, weather and
commodity hedges and to secure payment under cextgiipment supply and construction agreementdDesember 31, 2009, the aggregate
amount of subsidiary obligations covered by thassrantees was $35.3 million. Where liabilitiessexinder the commodity-related contracts
subject to these guarantees, these liabilitiegnateded in CH Energy Group’s Consolidated BalaSbeet.

Other Guarantees

Central Hudson had a reimbursement obligation végipect to a $6.8 million standby letter of crés8ued by a financial institution to
support a real estate transaction that closedria 2009. No premium was received or is receivapl€entral Hudson in connection with this
letter of credit. This uncollateralized letteravédit was issued February 29, 2008 and expired thp® closing of the real estate transaction.
Product Warranties

Griffith offers a multi-year warranty on heatingssgm installations and has recorded liabilitiestfier estimated costs of fulfilling its
obligations under these warranties. CH Energy @sapproximate aggregate potential liability fooguct warranties at December 31, 2009

and 2008 was not material. CH Energy Group’s litds for these product warranties were determimga@ccruing the present value of future
estimated warranty expense based on the numbeypadf contracts outstanding and historical cémtshese contracts.
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Consolidation of Variable Interest Entities

Current accounting guidance relating to consolatatf Variable Interest Entities (“VIE”) (ASC 81@yovides rules related to the
identification of a variable interest and a VIEd®termine when the assets, liabilities, and resdltperations should be consolidated in a
companys financial statements. A VIE is an entity thandd controllable through voting interests and vehidie equity investment at risk is |
sufficient to permit the VIE to finance its actiei$ without additional subordinated financial supgoovided by any party, including the equity
holders. A company that holds a variable inteiresin entity is required to consolidate the erifithe company'’s interest in the VIE is such
that the company will absorb a majority of the \AEXxpected losses and/or receive a majority o¥/thés expected residual returns.

CH Energy Group and its subsidiaries do not hayeirterests in special purpose entities and ddawe material affiliations with ar
variable interest entities that require consolmlati

Common Stock Dividends

CH Energy Group’s ability to pay dividends may lfieeted by the ability of its subsidiaries to payidends. The Federal Power Act
limits the payment of dividends by Central Hudsorit$ retained earnings. More restrictive is tISCR limit on the dividends Central Hudson
may pay to CH Energy Group which is 100% of therage annual income available for common stockutaled on a two-year rolling
average basis. Based on this calculation as oéMber 31, 2009, Central Hudson would be able togpayaximum of $29.0 million in
dividends to CH Energy Group without violating ttestrictions by the PSC. Central Hudsodividend would be reduced to 75% of its ave
annual income in the event of a downgrade of itsosedebt rating below “BBB+" by more than one nagtiagency if the stated reason for the
downgrade is related to CH Energy Group or anyeait@l Hudson’s affiliates. Further restrictioms anposed for any downgrades below this
level. Central Hudson’s current senior unsecusdat dating/outlook is ‘A’/stable by both StandardP&or’s Rating Services (“Standard &
Poor's”) and Fitch Ratings and ‘A3'/negative by Miys Investors Service (“Moody’s”$. CH Energy Group’s other subsidiaries do not have
express restrictions on their ability to pay divids.

On December 17, 2009, the Board of Directors ofEtdrgy Group declared a quarterly dividend of $(é&dshare, payable February
1, 2010, to shareholders of record as of Januargo.

3 These ratings reflect only the views of the ratiggncy issuing the rating, are not recommendatmbsly, sell, or hold securities of Central
Hudson and may be subject to revision or withdraatany time by the rating agency issuing the gatieach rating should be evaluated
independently of any other rating.
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NOTE 2 - REGULATORY MATTERS

In response to the May 1996 Order, the PSC issuéd generic Competitive Opportunities Proceed@entral Hudson, PSC Staff,
and certain other parties entered into a settlemgmement (the “Settlement Agreement”). The P@aved the Settlement Agreement by its
final Order effective June 30, 1998, for whichrzafiamendment was approved as of March 7, 2000.

The Settlement Agreement, which expired on Jun301, included the following major provisions whisurvive its expiration date:
(i) certain limitations on ownership of electricrgation facilities by Central Hudson and its &fiés in Central Hudson'’s franchise territory;
(i) standards of conduct in transactions betweentfal Hudson, CH Energy Group, and any other sidoses of CH Energy Group (such as
CHEC and Giriffith); (iii) prohibitions against Ceat Hudson making loans to CH Energy Group or atmgiosubsidiary of CH Energy Group
and against Central Hudson guaranteeing debt oE@¢tgy Group or any other subsidiary of CH Energgu®; (iv) limitations on the transfer
of Central Hudson employees to CH Energy GrouptteeroCH Energy Group subsidiaries; (v) certaindivid payment restrictions on Central
Hudson; and (vi) treatment of savings up to the@mof an acquisition’s or merger’s premium or sd&iwing from a merger with another
utility company.

Regulatory Accounting Policies

Central Hudson follows GAAP, which includes accangguidance for regulated operations. In accocdawith this guidance,
regulated companies such as Central Hudson applyD&Fto the cost of construction projects and defests and credits on the balance sheet
as regulatory assets and liabilities (see the cagBummary of Regulatory Assets and Liabilitie§'tlis Note) when it is probable that those
costs and credits will be recoverable through #te-making process in a period different from whey otherwise would have been reflected
in income. For Central Hudson, these deferredlaggry assets and liabilities, and the related Wetetaxes, are then either eliminated by o
as directed by the PSC or reflected in the Conatditl Statement of Income in the period in whichstame amounts are reflected in rates. In
addition, current accounting practices reflectréngulatory accounting authorized in the most resetttement agreement or rate order,
whichever the case may be.
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Summary of Regulatory Assets and Liabilities

The following table sets forth Central Hudson'sutegory assets and liabilities (In Thousands):

December 3! December 31
2009 2008
Regulatory Assets (Debits
Current:
Deferred purchased electric and natural gas $ 27,61( $ 41,93
Deferred unrealized losses on derivati 13,16: 15,75¢
PSC tax surcharg 11,18¢ -
Revenue decoupling mechanism ("RDM 5,121 -
Residual natural gas deferred balar 2,82t 2,812
Other 90 -
59,99: 60,50:
Long-term:
Deferred pension cos 168,70 @ 197,93«
Carrying charge- pension reserv 1,297 @ 10,64:
Deferred cost- MGP site remediatio 20,53( @ 30,391
Deferred OPEB cos - @ 4,257
Deferred debt expense or-acquired deb 4,87¢ 5,44z
Residual natural gas deferred balar 17,58: 22,82¢
Income taxes recoverable through future r 28,65¢ 26,87
Uncollectible Deferra 3,36( -
Storm costt -@ 3,08t
Other 7,38¢ () 10,47¢
252,39t 311,93
Total Regulatory Assets $ 312,38t¢ $ 372,43¢
Regulatory Liabilities (Credits
Current:
Excess electric depreciation rese $ 19,29¢ $ -
Income taxes refundable through future ri 5,45¢ 4,27¢
Deferred unbilled gas revenues 5,222 4,44¢
29,97 8,724
Long-term:
Customer benefit fun 3,792 4,26¢
Deferred cost of removi 46,95¢ 47,63(
Excess electric depreciation rese 12,96¢ 32,31
Income taxes refundable through future ri 18,61 19,75¢
Deferred OPEB cos 1,521 @ -
Carrying charge- OPEB reserv: 1,46¢ @ 5,63:
Other 7,668 (O 16,84¢
92,97¢ 126,44«
Total Regulatory Liabilities $ 122,95. $ 135,16¢
Net Regulatory Asse $ 189,43 $ 237,26¢
() Effective July 1, 2009, Central Hudson offaktor a portion of certain regulatory assets aalilities, including full offset of the June

30, 2009 balances for Carrying charges - OPEB ves@&arrying charges - pension reserve and Stosts @0 accordance with the
2009 Rate Orde

- 140-




WPD-6
Table of Contents Screening Data Part 1 of 2
Page 2132 of 9808

The significant regulatory assets and liabilitieslude:

PSC tax surchargein 2009, Central Hudson paid $17.7 million to B®C for a new tax surcharge instituted in ApriD20 However
only $7.2 million of this surcharge has been cadddrom customers through December 31, 2009. ancki2010, Central Hudson will begin
making bi-annual installments of approximately $&idlion for this surcharge and will collect the ammts from customers in subsequent
months.

Deferred Pension CostsDeferred pension costs recoverable from custsrimetude the following: (A) As discussed furthemote
10 - “Post-Employment Benefits,” the amount of defd pension cost undercollected as of Decembe2(819, and December 31, 2008,
includes $164.6 million and $192.1 million, respesly, related to the current accounting guidaretated to pensions (ASC 715-30) for
recording the funded status. (B) The remainind $dillion and $5.8 million at December 31, 2009 &008, respectively, are the cumulative
undercollected pension costs in excess of amouatsded in rates.

Carrying ChargesPension Reserve Under the policy of the PSC regarding pensicsts;acarrying charges are accrued on cash
differences between rate allowances and cash batitrhs to Central Hudson’s defined benefit pengitam. For further discussion regarding
this plan, see Note 10 - “Post-Employment Benéfits.

Income Taxes Recoverahl®egulatory asset balance established to offfetrel tax liabilities determined in accordancewgtirren
accounting guidance related to income tax (ASC a@) for which it is probable that they will be ogerable from customers.

Storm Costs The 2009 Rate Order authorized the recovergstration costs incurred by the Company relatehtice storm in
December 2008 through an offset against certatrégeegulatory liability balances.

Income Taxes RefundableRegulatory liability balances established teeffdeferred tax assets determined in accordartbecwiren
accounting guidance related to income taxes (ASE}.7As it is probable that the related balancdkheirefundable to customers, Central
Hudson established a net regulatory liability foede balances.

Customer Benefit Fund The 2006 Order prescribes the use of the resicalahbe to fund economic development and competitive
metering initiative programs.

Carrying Charges OPEB Reserve Under the policy of the PSC regarding OPEB castgying charges are accrued on cash
differences between rate allowances and cash batitihs to Central Hudso®'OPEB plan. For further discussion regarding phas, see Not
10 - “Post-Employment Benefits.”

-141-




WPD-6
Table of Contents Screening Data Part 1 of 2
Page 2133 of 9808
RDM : The 2009 Rate Order authorized a revenue deicmupiechanism as part of the rate increase whiowalCentral Hudson to
recognize revenues at the level approved in ratesibst of Central Hudson’s electric customer dasend recognized sales at the approved
level per customer in rates for most of Central $tuds gas customer classes.

Excess Electric Depreciation ReserVEDR”) : Per the 2009 Rate Order, $8.8 million of additibexcess electric depreciation
reserve was transferred in July 2009. The tramsf@mesented a portion of the electric depreciatizerve that was in excess of the theoretical
book reserve based on depreciation rates approvdtelPSC in 2009. The 2009 Rate Order presciivedse of the EDR to offset certain
electric regulatory assets and liabilities balaram=imulated as of June 30, 2009 which resultedh iadditional increase in this net regulatory
liability balance of $1.1 million. As defined withithe 2009 Rate Order, the new balance after tbeeatadjustments is to be used for author
rate moderation. The current portion of the EDRfaBecember 31, 2009 represents the amount esfiltatbe used for rate moderation in the
next twelve months related to the Electric Bill @itelncremental Finance Charges and amounts egtihia be spent over the electric portion
of MGP rate allowance as defined in the 2009 RateeO

Residual Natural Gas Deferred BalanceBer the 2006 Rate Order, certain gas regulassgts and liabilities were identified for
offset, resulting in a net regulatory asset balanke a result of the 2009 Rate Order, in July 28@2.8 million gas depreciation reserve
adjustment identified by the PSC was transferreactumulated depreciation as a reduction to tHenlsa. Other adjustments increased the
Residual Natural Gas Deferred Balance by $0.1 onilliThe remaining balance is to be amortized avare-year period beginning July 1,
2009.

Uncollectible Deferral: In October 2009, Central Hudson filed a petitigith the PSC seeking approval to defer $2.4 milidén
incremental electric and $0.4 million of incremémgas net bad debt write-off expense incurred dutire twelve months ended June 30, 2009
over the amounts provided for in rates during timaé period and over the gas deferral amount preslyoapproved.
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In terms of the expected timing for recovery, regolly asset balances at December 31, 2009, réfiedollowing (In Thousands):

Balances with offsetting accrued liability balancesoverable when future costs are actually incli

Deferred pension related to underfunded st $ 164,64
Income taxes recoverable through future r 28,65¢
Deferred cost- MGP sites 20,23(
Other 4,52¢
218,06:
Balances earning a return via inclusion in rate§@rthe application of carrying charg
Residual natural gas deferred balar 17,47¢
Deferred pension costs undercollec® 4,061
PSC tax surcharc 10,94°
Uncollectible deferra@ 3,32i
Other(@ 8,13(
43,94:
Subject to current recover
Deferred purchased electric and natural gas 40,77(
Residual natural gas deferred balar 2,82t
RDMs 5,031
48,62¢
Accumulated carrying charge®@
Pension reserv 1,29i
Other 464
1,761
Total Regulatory Asse $ 312,38

(1) Subject to recovery in Central Hudson's future priteeedings

(2) PSC approval has been obtained for $0.5 millioateel to gas uncollectible expenses incurred foc#kendar year ended December
2008. $2.8 million of this balance relates totihielve months ended June 30, 2009 for electric lextthle expenses and six months
ended June 30, 2009 for gas uncollectible expearsgss subject to recovery in Central Hudson'sl fijetition.
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2001 Rate Order

Central Hudson continued to operate, through JOn@@06, under the terms of a Rate Plan approveteb?SC on October 25, 2001,
and further modified by the PSC on June 14, 2080{1 Rate Order”).

Two initiatives survived the expiration of the 20Rate Order: 1) Economic Development and 2) CortipetMetering
Initiative. These programs are funded by the GustoBenefit Fund, established to benefit custorasra result of proceeds retained from
Central Hudson’s sale of generating assets in 2001.

2006 Rate Order

From July 1, 2006 through June 30, 2009, Centralddn operated under the terms of the 2006 Rater Qutiech provided for the
following:

« Electric delivery revenues increase of $53.7 millaver the thre-year term with annual rate increases of approxilp&tt7.9
million on July 1, 2006, July 1, 2007, and July2Q08.

« Natural gas delivery revenues increase by $14.tlomiwvith rate increases of $8 million on July D08 and $6.1 million o
July 1, 2007

« Delivery rates based on a ROE of 9.6% with an egmsharing threshold of 10.6%, above which Cettalson is to shat
50% with its customers. Earnings above 11.6% laaeesi 65% with customers and earnings above 14r8%illacated
entirely to customer:

« Limits on Central Hudson’s ability to defer certaiosts if earnings exceed an 11.0% ROE. Howelieset deferral
limitations could not cause earnings to be reduxddw 11.0%

« Rates based on a capital structure that includés etimmon equity. However, the actual proportioca@hmon equity, up t
a limit of 47%, was used to determine the ROE ffier purpose of earnings sharii

« Continued full recovery of all purchased natura gad electricity costs through existing monthlgEy cost recover
mechanisms

« Established targets for electric, natural gas,@rdmon plant expenditures, and increased allowdiocdbe recovery of
operating costs, including transmission and diatiim Right-of-Way (“ROW”) maintenance expensehie Tapital
expenditure targets were subject to true-up promssirequiring deferral of 150% of the revenue mesguent of any shortfalls
in spending over the 2006 Rate Or's thre~year term, if such shortfall existed at June 3@*

« Transmission and distribution ROW maintenance eseemvere also subject to t-up provisions over the 2006 Rate O''s
three-year term, requiring the deferral of shortfallsattual expenditures, if such shortfall existedusitel30, 200¢
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Increased rate allowances and continued defercalumting authorization for the recovery of experfsepensions, OPEB,
stray voltage testing, MGP site remediation, antha® other expense iterr
Additional funding to assist low-income customerpaying their energy bills as well as continueading of programs to
encourage customers to explore new opportunitiaadte through the competitive retail supply mask
Penalt-only performance mechanisms with established tarfgetspecified levels of performance related tstamer servic
quality, natural gas safety, and electric reliapitheasures
No penalties were recorded in 2009, 2008 and 2

2009 Rate Order

From July 1, 2009 through June 30, 2010, Centralddn operates under the terms of the 2009 Rate Qvtieh provides for the

following:

Electric delivery increase of $39.6 million modeby a $20.0 million customer bill credit from tlecess depreciatic
reserve

Natural gas delivery increase of $13.8 milli

Delivery rates based on a ROE of 10.(

Common equity layer of 47% of permanent cap

RDM for both electric and gas delivery servi

Continued funding for the full recovery of the Caang's current pension and OPEB costs and continuedrek
authorization for pensions, OPEBs, research andldpment costs, stray voltage testing, MGP siteadiation expenditures
and electric and gas supply cost recovery and ariate debi

New deferral authorizations for: fixed debt co#it® costs to bring electric lines into compliandthwurrent height abov
ground requirements; and the New York State Tenrpgkasessmen

Continuation, with minor modifications, of the Coampy’s Electric Reliability, Gas Safety and Customew®erperformanc:

mechanisms
Recovery through offset against a deferred ligbditcount (non-cash) of the $3.3 million in increrta storm restoration

costs incurred from the December 2008 ice st

Financing Petition

On September 22, 2009, the PSC issued an Ordesraittly issuance of securities, in response toaniting petition Central Hudson
filed on March 26, 2009. The Order authorized @driiudson to issue and sell up to $250 millioroofg-term debt through December 31,
2012, and to enter into revolving credit agreemamtm amount not to exceed $175 million in theraggte and for periods not to exceed five

years.
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Other Regulatory Matters

Non-Utility Land Sales Central Hudson

Central Hudson did not sell any parcels of noritytproperty during 2009 or 2008. Central Hudsolds total of four parcels of non-
utility real property for $0.5 million in excess bbok value and transaction costs, during the gaded December 31, 2007. This excess is
recorded as a reduction to Other Expenses of Qperan the Consolidated Statement of Income.
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New accounting guidance is summarized below, aptheations of the underlying information for allidance (except that which is
not currently applicable to CH Energy Group andsiibsidiaries) follow the chart.

Accounting Effective
Category Reference Title Issued Datt Date
Under Assessmen(®)
Variable Interest Entitie SFAS No. 167 Amendments to ASC 8-10-25-38 Jur-09 Jar-10
Implemented @
Postretirement Benefit Pla ASC 715-20-65-2  Employers' Disclosures about Postretirement Be Rédit Dec-08 Dec-09
Assets Assets
Fair Value Measurement ASU No. 2009-05 Amendments to ASC 820-10 - Fair Value Measurem: Aug-09 Dec-09
and Disclosures-Overall, for the fair value meamest
of liabilities
GAAP Hierarchy SFAS No. 168 The FASB Accounting Standards Codification and th Jun-09 Sep-09
Hierarchy of Generally Accepted Accounting Prineipt
a replacement of SFAS No. 1
Subsequent Even ASC 855 Subsequent Even May-09 Jur-09
Business Combinatior ASC 805 Business Combinatior Apr-09 Jar-09
Business Combinatior ASC 805 Business Combinatior Dec-07 Jar-09
Fair Value Measureme ASC 820 Fair Value Measurements and Disclost Apr-09 Jur-09
Liabilities Measured at Fa  ASC 820 Fair Value Measurement and Disclosures (encompa Ser-08 Jar-09
Value Issuer's Accounting for Liabilities Measured atrR&alue
with a Thirc-Party Credit Enhancemer
Other-Thar-Temporar- ASC 320 Investments- Debt and Equity Securitie Apr-09 Jur-09
Investments
Financial Instrument ASC 825 Financial Instrument Apr-09 Jur-09
Equity Method Investmen  ASC 32:-10 Investments- Equity Methoc Nov-08 Jar-09
Credit Derivatives ASC 815-10-65-2  Disclosures About Credit Derivatives and Certain Sep-08 Jan-09
Guarantees: An Amendment of FASB Statement No
and FASB Interpretation No. 45; and Clarificatidrtiee
Effective Date of FASB Statement No. 1
Derivative Instrument ASC 815 Derivatives and Hedgin Mar-08 Jar-09
Shar-Based Paymen ASC 26(-1C-55 Participating Sha-Based Payment Awarc Jur-08 Jar-09
Noncontrolling Interest ASC 810-10-65-1 Transition Related to FASB Statement No. 160, Dec-07 Jan-09
Noncontrolling Interests in Consolidated Finan:
Statement- an amendment of ARB No. *
Intangible Asset ASC 35(-30 General Intangibles Other than Good\ Nov-07 Jar-09
Not Currently Applicable (3)
Financial Assets SFAS No. 166 Accounting for Transfers of Financial Assets - an Jun-09 Jan-10

Impact Key:

amendment of FAS 14

1 - No significant impact on the financial conditjgesults of operations and cash flows of CH Em&pup and its subsidiaries expected.
2 - Following the chart, the impacts are separatedglosed as of standard effective dates.

3 - No current impact on the financial conditioasults of operations and cash flows of CH Energyu@rand its subsidiaries.
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Standards Under Assessment

SFAS No. 167 amends ASC 810-10-25-@8nsolidation Based on Variable Interests. This Statement requires an enterprise invc
with variable interest entities to perform an asalyto determine whether the enterprise’s variatikrest or interests give it a controlling
financial interest in the variable interest entityThis Statement is effective for annual reportingqus beginning after November 15,

2009. SFAS No. 167 has not been superseded ByAB8 Accounting Standards Codification. It is eapected that this Statement will have
a significant impact on CH Energy Group or Cenittatison.

Standards Implemented

ASC 715-20-65-2 provides guidance on an employdisslosures about plan assets of a defined bguesition or other post-
retirement plan. The ASC defines the objectivethefdisclosures as providing users of the findrst&tements with an understanding of how
investment allocation decisions are made, pertifators of investment policies and strategiesomegtegories of plan assets, inputs and
valuation techniques used to measure the fair va@flydan assets, the effect of fair value measurgsasing significant unobservable inputs on
changes in the plan assets for the period, andfisem concentrations of credit risk within plassets. In accomplishing these objectives,
expanded disclosures related to pension and ot®trptirement benefit plans are made beginnindigoal periods ending after December 15,
2009. There was no significant impact on CH Enésgyup or Central Hudson upon adoption of this daad.

ASU No. 2009-05, an update to ASC 820-E@ir Value Measurements and Disclosures-Overall, for the fair value measurements of
liabilities, establishes a hierarchy of valuation techniguefepred and defines that the restrictions on ttestfer of liabilities do not need to
considered in assessing the fair value of liabsiti This update is effective for fiscal perioddiag after December 15, 2009. There was no
significant impact on CH Energy Group or Centraddon upon adoption of this standard.

SFAS No. 168 (which was not superseded by FASB Auting Standards Codification) identifies the FAS&counting Standards
Codification as the source of authoritative US Galhe Accepted Accounting Principles (“GAAP”) recaiged by FASB for nongovernmental
entities. SFAS No. 168 supersedes SFAS No. 16#kyging the Codification as the only authoritat@&AP. There was no significant imp
on CH Energy Group or Central Hudson upon adopticthis standard.

ASC 855 provides general standards of accountingrid disclosure of events that occur after tharid sheet date but before

financial statements are issued or available tisdeed. CH Energy Group implemented this stanftarthterim reporting periods ending June
30, 2009. There was no significant impact on Clérgy Group or Central Hudson upon adoption of skémdard.
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ASC 805 includes amendments to and clarifies apfitin issues regarding the accounting and disadogrovisions for contingencies

in FASB Statement No. 141 (RBusiness Combinations. This ASC includes amendments to Statement 141(R¢piacing the guidance on
initial recognition and measurements of assetdiabdities arising from contingencies acquiredassumed in business combinations. CH
Energy Group implemented ASC 805 upon its issuaiitere was no significant impact on CH Energy @rouCentral Hudson upon
adoption of this standard.

ASC 805 requires that acquisition-related costexyensed in the period incurred and can no longeapitalized and included as a
cost of the acquired business. The objective d€&85 is to improve the relevance, representatifaitifulness, and comparability of the
information that an entity provides in its finaddi@ports about a business combination and itctffd his standard applies to all transactior
events in which an entity obtains control of onemmre businesses, and to combinations achieveadutithe transfer of consideration. There
was no significant impact on CH Energy Group or €drHudson upon adoption of this standard.

ASC 820 provides factors that should be considerektermining whether there has been a signifidectease in the volume and
level of activity for an asset or liability and daince on additional analysis that may be necesasg result in estimating fair value in
accordance with this standard. This ASC also oetuguidance on identifying circumstances thatcigi whether a transaction is considered
orderly. There was no significant impact on CH igyeGroup or Central Hudson upon adoption of thBCA Management cannot predict w
impact, if any, this ASC will have on future valiats.

ASC 820 also clarifies that the issuer of a lidpilvith a third-party credit enhancement that seiparable from the liability shall not
include the effect of the credit enhancement infélirevalue measurement of the liability, but tesuer should discuss the existence of this third
party credit enhancement. There was no significapaict on CH Energy Group or Central Hudson upopéon of this ASC.

ASC 320 amends the other-than-temporary impairmeittance relating to debt securities classifiedaslable-for-sale or held-to-
maturity. The objective of this ASC is to improee presentation and disclosure of other-than-teargompairments in the financial
statements. CH Energy Group implemented this A8Chfe interim reporting period ended June 30, 20D8ere was no significant impact on
CH Energy Group or Central Hudson upon adoptiothisf ASC.

ASC 825, Financial Instruments, requires disclosures about the fair value ofrfgial instruments for interim reporting periods, in
addition to the annual disclosures previously refliiThis ASC also requires those disclosuresimnsarized financial information at interim
reporting periods. CH Energy Group implemented &%C for the interim reporting period ended Jube2®09, and the additional required
interim disclosures have been incorporated in N&te “Fair Value Measurements”. There was no $iggat impact on CH Energy Group or
Central Hudson upon adoption of this ASC.
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ASC 323-10 provides guidance related to certaimaating considerations for equity method investraer8pecifically, this guidance
clarifies the accounting guidance on issues relatdélle determination of the initial carrying valofean equity method investment, the
performance of impairment assessments of underiyithfinite-lived intangible assets of an equitythoel investment, the accounting for the
issuance of shares by an equity method investraadtthe accounting for a change in an investment the equity method to the cost
method. CH Energy Group implemented ASC 323-10auary 1, 2009. There was no significant impad€bl Energy Group or Central
Hudson upon adoption of this ASC.

ASC 815-10-652 requires more detailed disclosures about cradivatives, including the potential adverse effedtshanges in crec
risk on the financial position, financial perforntan and cash flows of the sellers of the instrusie&SC 815Derivatives and Hedging ,
requires increased disclosures by sellers of codivatives, including credit derivatives embeddedybrid instruments. The ASC also
requires an additional disclosure about the cusius of the payment or performance risk of aantae. There was no significant impact on
CH Energy Group or Central Hudson upon adoptiothisfASC.

ASC 815 requires entities to provide qualitativectisures about the objectives and strategiessiaguderivatives and quantitative
data about the fair value of gains and losses omative contracts. ASC 815 also requires morerimiation about the location and amounts of
derivative instruments in financial statements, himsivatives are accounted for under the ASC, avd redges affect the entity's financial
position, financial performance and cash flowsr fore information, see Note 14 - “Accounting foerivative Instruments and Hedging
Activities”. There was no significant impact on @tergy Group or Central Hudson upon adoption isfstandard.

ASC 260-10-55 clarifies that instruments grantedhiare-based payment transactions are considergcipzgting securities prior to
vesting if they contain non-forfeitable rights twidends or dividend equivalents and therefore rnedek included in the computation of EPS
under the two-class method as described in theago®l There was no significant impact on CH En&gyup or Central Hudson upon
adoption of this ASC.

ASC 810-10-65-1 establishes accounting and regpstiandards for the non-controlling interest iubsédiary and for the
deconsolidation of a subsidiary. It clarifies thaton-controlling interest in a subsidiary is amership interest in the consolidated entity that
should be reported as equity in the consolidateahitial statements. The objective of ASC 810-140-66to improve the relevance,
comparability and transparency of the financiabinfation that an entity provides in its consolidefi@eancial statements. There was no
significant impact on CH Energy Group or Centradsion upon adoption of this standard.
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ASC 350-30 amends the factors that should be ceresidn developing renewal or extension assumptigesl to determine the useful
life of recognized intangible assets. The guiddadetended to improve consistency between thegeized useful asset life, and the period of
expected cash flows used to measure the fair dltlee asset. There was no significant impact bBilEDergy Group or Central Hudson upon
adoption of this ASC.

NOTE 4 - INCOME TAX

CH Energy Group and its subsidiaries file a comsaéd Federal and New York State income tax ret@dEC, Griffith, and
Lyonsdale also file state income tax returns irséhstates in which they conduct business.

As a result of CHEC's ownership in Cornhusker Egdrgxington Holdings, LLC (“Cornhusker Holdings"hd Lyonsdale, a $1.4 and
$1.6 million benefit for federal production tax dits, for 2009 and 2008, respectively, is include@H Energy Group’s federal income tax
expense. CHEC investments in Cornhusker Holdingslggonsdale are discussed further in Note 5 - ‘iAsijons, Divestitures and
Investments.”

Due to no uncertain tax positions, no interestanrgities have been recorded in the financial statésrin accordance with
current accounting guidance for income taxes (A8Q).7 If CH Energy Group and its subsidiaries ingny interest or penalties on
underpayment of income taxes, the amounts wouidddeded in the line “Other” under current liakigis on the Consolidated Balance Sheet
and in the line “Other - net” on the Consolidatedt&ment of Income. CH Energy Group and its sudses file a consolidated Federal and
New York State income tax return, which represéimtsmajor tax jurisdictions of CH Energy Group. e€$tatute of limitations for federal t
years 2006 through 2008 are still open for audit the tax years 2007 and 2008 are currently undadit.aThe New York State income t
return is currently open for audit for tax year®2@hrough 2008.

See Note 2 - “Regulatory Matters” under the capt®ammary of Regulatory Assets and Liabilities” faditional information
regarding CH Energy Group’s and its subsidiariesbime taxes.
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Components of Income Tax

The following is a summary of the components ofestand federal income taxes for CH Energy Grougepsrted in its Consolidated
Statement of Income (In Thousands):

Year Ended December &

2009 2008 2007
Federal income ta $ 7,747 $ 6,611 $ 14,63(
State income ta 4,12( 1,28t 1,91¢
Deferred federal income t¢ 14,95: 12,40: 4,63¢€
Deferred state income tax 565 1,53( 71¢
Total income tax $ 27,38, $ 21,82¢ $ 21,89¢

Reconciliation

The following is a reconciliation between the amooinfederal income tax computed on income befares at the statutory rate and
the amount reported in CH Energy Group’s Consadid&tatement of Income (In Thousands):

Year Ended December 3

2009 2008 2007

Net income attributable to CH Energy Grc $ 43,48: $ 35,08, $ 42,63¢
Preferred Stock dividends of Central Hud: 97C 97C 97C
Non-controlling interest in subsidial (17€) 10z (127)
Federal income ta 7,747 6,611 14,63(
State income ta 4,12( 1,28¢ 1,91¢
Deferred federal income tz 14,95 12,40: 4,63¢
Deferred state income ti 562 1,53( 712

Income before taxes $ 71,65¢ $ 57,98: $ 65,38
Computed federal tax at 35% statutory | $ 25,08. $ 20,29 % 22,88¢
State income tax net of federal tax ben 3,565¢ 2,131 1,817
Depreciation flov-through 2,90¢ 2,73¢ 2,43
Cost of Remova (1,529 (1,432 (1,18
Production tax credit (1,402 (1,60¢6) (1,36¢€)
Other (1,239 (302 (2,684

Total income tax $ 27,38. $ 21,82¢ $ 21,89¢
Effective tax rate- federal 31.7% 32.6% 29.5%
Effective tax rate - state 6.5% 4.8% 4.C%
Effective tax rate - combined 38.2% 37.6% 33.5%

In 2009, the effective state income tax rate ineeesas due to Griffith's sale of operations inaiargeographic locations. This state
tax increase resulted in a federal tax benefitridmning to the decrease of the effective fedeaglihcome rate. Additional favorable federal
impacts included the Medicare Act of 2003, propéaty, and tax-exempt interest. Unfavorable fedienplcts included depreciation and
reserves.
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The following is a summary of the components okdefd taxes as reported in CH Energy Group’s Cadesield Balance Sheet (In
Thousands):

December 31

2009 2008
Accumulated Deferred Income Tax Ass
Excess depreciation reset $ 12,78 $ 12,80:
Unbilled revenue 10,71: 16,77¢
Plan-related 10,74: 10,39:
OPEB expens 23,16¢ 21,72:
Other 40,84: 48,16:
Accumulated Deferred Income Tax Ass 98,24( 109,85!
Accumulated Deferred Income Tax Liabilit
Depreciatior 165,49: 147,98:
Repair Allowance 11,29 11,85¢
Pension expens 5,691 12,64:
Residual deferred gas balar 8,041 10,08:
Other 65,50¢ 73,89¢
Accumulated Deferred Income Tax Liabil 256,02: 256,46(
Net Deferred Income Tax Liabilit 157,78 146,60!
Net Current Deferred Income Tax As 30C 7,49¢
Net Lon¢-term Deferred Income Tax Liabilit $ 158,08: $ 154,10:

The following is a summary of the components ofestand federal income taxes for Central Hudsorpsrted in its Consolidated
Statement of Income (In Thousands):

Year Ended December &

2009 2008 2007
Federal income ta $ 3 $ 6,18¢ $ 13,94«
State income ta 1,13¢ 1,712 3,277
Deferred federal income t¢ 18,53¢ 10,49¢ 2,81«
Deferred state income tax 1,47: 87¢ 291
Total income tax $ 21,14. $ 19,27 $ 20,32¢
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Reconciliation

The following is a reconciliation between the amiooinfederal income tax computed on income befares at the statutory rate and
the amount reported in Central Hudson’s Consol@i&atement of Income (In Thousands):

Year Ended December 3

2009 2008 2007

Net income $ 32,77¢  $ 27,23¢  $ 33,43¢
Federal income ta 3 6,18¢ 13,94«
State income ta 1,13¢ 1,712 3,271
Deferred federal income t: 18,53¢ 10,49¢ 2,81«
Deferred state income ti 1,47: 87¢ 291

Income before taxe $ 53,91¢ $ 46,51. $ 53,76:
Computed federal tax at 35% statutory | $ 18,871 $ 16,27¢ $ 18,817
State income tax net of federal tax ben 2,21( 1,997 2,421
Depreciation flov-through 2,90¢ 2,73¢ 2,43
Cost of Remova (1,529 (1,432 (1,18
Other (1,327) (304) (2,164

Total income tax $ 21,14: $ 19,27 $ 20,32¢
Effective tax rate- federal 34.4% 35.6% 31.2%
Effective tax rate - state 4.8% 5.6% 6.€%
Effective tax rate- combinec 39.2% 41.4% 37.8%

In 2009, the effective federal income tax rate dase was due primarily to the net effect of favieradix impacts of the Medicare Act
of 2003, property tax, tax exempt interest, anchuofable tax impacts of depreciation and reserves.
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The following is a summary of the components okdefd taxes as reported in Central Hudson’s Catestelil Balance Sheet (In
Thousands):

December 31

2009 2008
Accumulated Deferred Income Tax Ass
Unbilled revenue $ 10,71: $ 16,77¢
Plan-related 10,74: 10,39
OPEB expens 23,16¢ 21,72:
Excess depreciation reset 12,78( 12,80:
Other 38,66( 45,35(
Accumulated Deferred Income Tax Asset: 96,05¢ 107,04
Accumulated Deferred Income Tax Liabilit
Depreciatior 164,90: 145,72:
Repair Allowance 11,29: 11,85¢
Pension expens 5,691 12,64:
Residual deferred gas balar 8,041 10,08:
Other 55,107 60,13:
Accumulated Deferred Income Tax Liabil 245,03¢ 240,43:.
Net Deferred Income Tax Liabilit 148,97¢ 133,38
Net Current Deferred Income Tax Liability (Ass (1,887) 4,68¢
Net Lon¢-term Deferred Income Tax Liabilit $ 147,09 $ 138,07«

NOTE 5 - ACQUISITIONS, DIVESTITURES AND INVESTMENTS

Acquisitions

During the years ended December 31, 2009, 2002@0d, Griffith acquired fuel distribution companis follows (In Millions):

# of Total Total
Acquired Purchast Intangible Tangible
Year Endec Companies Price Assets(®) Goodwill Assets
December 31, 200 - $ - $ - $ - $ =
December 31, 200 4 % 92 $ 8t $ 4C $ 0.8
December 31, 2007 13 $ 256 $ 221 $ 106 $ 315
Total 17 $ 34¢ 3 306 $ 14¢€¢ % 4.3

(1) Including goodwill.

Six of the above noted acquisition transactionsdgr@éements containing clauses (known as “earproutsions”) for a possible
additional payment provided certain conditionsraet. These provisions increase the purchase ibriegtain sales volumes are attained. In
2009 there were no earn outs paid, while 2008 2807 payments were not material. As of DecembgPBQ9, there are no remaining earn
out provisions.
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In 2008, Griffith acquired four fuel distributiomd service companies consisting of one locatedoinn@cticut and Delaware and two
located in Pennsylvania for a total of $9.3 million

Of the seventeen acquisitions noted above, ongetlwrere retained after the divestiture in Decer2bé® discussed below.
Divestitures

On December 11, 2009, Griffith closed on the séleperations in certain geographic locations, whittiuded approximately 45,000
customers. This divestiture followed an approxengarlong strategic review and is expected to reducevdatility of both earnings and ce
flow of the fuel delivery business segment. Atsihg, Griffith received approximately $74.4 miliovhich resulted in a pre-tax gain of $10.8
million. The assets sold include intangible asseé®39.2 million, accounts receivable of $11.5limil, net fixed assets of $8.4 million,
inventory of $2.6 million, and other current ass#t$0.5 million in addition to another $3.6 miltion notes receivable sold. The liabilities
totaled $16.3 million. In accordance with currantounting guidance related to property, plantjpgant (ASC 350), Griffith ceased
depreciation and amortization of its assets held&te on November 4, 2009. This resulted in actdn of depreciation and amortization in
2009 of approximately $0.6 million. In accordamaéh current accounting guidance related to goodd®&C 350), when a portion of a
reporting unit that constitutes a business is disdof, goodwill associated with that businessldwincluded in the carrying amount of the
business in determining the gain or loss on didpo&s a result of a required goodwill allocatidrat was performed upon the sale of the
Griffith holdings, $10 million of goodwill in addin to the goodwill recorded when the divested @saere purchased, was removed from the
balance sheet and included in the calculation ®f#in on the sale. For additional informatiorareling goodwill, see Note 6 - “Goodwill and
Other Intangible Assets”.

The results of operations for 2009 reflect activty}ty through the closing date of the sale of Ddoenil, 2009. The table below
summarizes financial results of the discontinuegrapons (In Thousands):

Year Ended December &

2009 2008 2007
Revenues from discontinued operatii $ 122,67 $ 193,65( $ 117,99
Income from discontinued operations before 6,07: 6,06( 2,41¢
Gain from sale of discontinued operatic 10,76 - -
Income tax expense from discontinued operat 6,98¢ 2,51t 93¢

Investments

On April 12, 2006, CHEC purchased a 75% interestyionsdale from Catalyst Renewables Corporatiorafétyst”) for $10.8 million
including a working capital adjustment of $1.0 mifl. Catalyst remains the owner of a minority shafrLyonsdale. Lyonsdale owns and
operates a 19-megawatt, wood-fired, biomass etegémerating plant, which began operation in 19B2e plant is located in Lyonsdale, New
York. The energy and capacity of the plant is gedald at a fixed price to an investment gradedrataunterparty pursuant to a contract
beginning May 1, 2006 and ending December 31, 2@ehinning January 1, 2010, Lyonsdale is no lomdjgible to receive production tax
credits as previously received under the InterredeRue Code'’s five year tax credit period. Lyohsdas eligible and received $1.2 million
and $1.3 million of production tax credits in 2088d 2008. The operating results of Lyonsdale teen consolidated in the Consolidated
Financial Statements of CH Energy Group.
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CHEC holds a 12% interest in preferred equity uplitss subordinated notes issued by Cornhusker KigddiCornhusker Holdings is
the owner of Cornhusker Energy Lexington, LLC ("CEla corn-ethanol production facility located irlbraska that began operation as of the
end of January 2006. This investment is accourdedrider the equity method. As of December 31, 2GBEC's total investment in
Cornhusker consisted of subordinated notes tot&liry2 million, including interest, and an equityéstment of $2.4 million. In response to
the continuation of lower than expected marginsndgement stopped accruing interest income on therdinated debt and will record such
interest on a cash basis until the current outgtgrioblance of interest has been paid. The recbiliyaof the Company's total investment in
Cornhusker Holdings is predicated on CEL achiewnfficient positive cash flow to repay the noteseieable. If CEL does not achieve
sufficient positive cash flow, the investment andes receivable may become impaired. CEL has drsgant as part of its senior note
agreement for completing expansion of plant capagitd output from 40 million gallons per year toSmillion gallons per year by December
31, 2009. Construction of the expansion of the fdarapacity was substantially complete by thag¢ d@he output testing achieved the capacity
required for a 24-hour period, but it was unableecsustained for the full 72-hour timeframe regdiManagement believes additional
equipment upgrades and adjustments would be negdesachieve this requirement. CEL has requestediger from this requirement from
the senior note holder. As of February 10, 2016 sénior note holder has had the ability to acatdeall amounts due under the senior note
has not done so. Management cannot predict themetof these negotiations or the senior note hsléetions regarding its rights under the
senior note agreement, however, Management belieigesot probable that the senior note holdet agécelerate amounts due under the
note. CEL is current on all payments of princigatl interest due under the senior note agreemerinarompliance with all other terms of the
senior note agreement. Management believes CHE@stment in Cornhusker Holdings is not impairecaDecember 31, 2009 based on
Management ' s intent and ability to hold the inweasnts until fully recovered, as well as an analydiforecasted cash flows, which indicates
all amounts are recoverable. Management will comtito monitor the results of CEL. If any of thewasptions within the forecasted cash flow
were to change significantly, Management would grenfa reassessment of the recoverability of itedtment at that time.

On March 10, 2006, CHEC made a $4.9 million investiin CH-Community Wind Energy, LLC, a joint vergtbetween CHEC and
Community Energy, Inc. that owns an 18% interestio wind farm projects in the Mid-Atlantic regiohe 24-megawatt Bear Creek wind
project is located near Wilkes-Barre, Pennsylvamd the 7.5-megawatt New Jersey Atlantic projebti#t at a wastewater treatment plant in
Atlantic City, New Jersey. Both are commercialpecational. CHEC’s ownership represents a minaniigrest in each project. This
investment is accounted for under the equity method

In the fourth quarter of 2007, CHEC's subsidiarid-8uburn entered into a 15-year Energy ServicesAgrent (“ESA™)to supply th
City of Auburn, NY (the “City”) with a portion oft$ electricity needs by constructing and operagirBymegawatt electric generating plant in
the City that will burn gas derived from a landfdl generate renewable power. Under the ESA agmiated on March 31, 2009, the project
will utilize methane gas generated by the City fdhi produce and sell electricity to the Citi.he project began operation in January
2010. CH-Auburn has incurred approximately $5.8iom of design and construction costs relatechie investment.
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In June 2007, CHEC made a $1.2 million loan to Byekfor development of a corn-ethanol plant. &Sireceipt of the loan from

CHEC, the developers entered into a lease foeaaitd a Letter of Intent to provide engineerirrgcprement and construction for the plant
June 2008, the developers paid CHEC all interesgtdosn the loan for the initial term and extendextdrm of the loan for one additional
year. Low margins for co-to-ethanol plants and credit market conditions endi® arrangement of construction financing difficun the first
guarter of 2009, CHEC’s Management notified theeligvers that the loan was past due and recordeskeave. Due to Management'’s
assessment of the developer’s ability to pay thstanding balance, the full balance of the loan watien-off in the fourth quarter of 2009.

In April 2009, CHEC's subsidiary, CH-Greentree,ert into an agreement to invest $5.5 million & &lequisition, construction and
installation of a molecular gate for lease to GtemmlLandfill Gas Company, LLC (“Greentree”) at €mn&ree’s currently operating landfill gas
processing plant at the Greentree landfill in wesEennsylvania. The molecular gate is used t@vemitrogen from the landfill gas produc
by the Greentree facility thereby increasing itsrgy content and quality, thus allowing Greentreseall more of its landfill gas output. The
term of the lease is seven years. Lease paynaatapproximately $1.2 million per year througk #nd of the lease term. Construction was
substantially complete on June 30, 2009 and feting was completed during December 2009.

During 2009, CH Shirley, a wholly owned subsidiafyfCHEC, agreed to invest approximately $50 millfona 90% controlling
interest in a 20-megawatt wind farm facility in \Missin. This project carries a 20-year power pasehagreement contract at pre-determined
electric prices with Wisconsin Public Service Cagtimn for the electric output of the wind farmiglet wind turbines. Construction is
expected to be completed in the fourth quarter0di02 As of December 31, 2009, CH Shirley has iteceapproximately $13.3 million.

NOTE 6 - GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill, customer relationships, trademarks angecants not to compete associated with acquisiso@sncluded in intangible
assets. Goodwill represents the excess of costtbedair value of the net tangible and identif@aintangible assets of businesses acquired as
of the date of acquisition. The balances reflecte@H Energy Group’s Consolidated Balance Shebeaember 31, 2009 and 2008, for
“Goodwill” and “Other intangible assets - net” reldo Griffith. In accordance with current accangtguidance related to goodwill and other
intangible assets (ASC 350), goodwill and otheanigible assets that have indefinite useful livetonger are amortized, but instead are
periodically reviewed for impairment. Griffith tssthe goodwill remaining on the balance sheeirfigrairment annually in the fourth quarter,
and retests goodwill between annual tests anditgaisgible assets if an event should occur ouarstances arise that would more likely than
not reduce the fair value below its carrying amdontll periods presented. No impairment existadng the annual test for any of the peri
presented. At the time of the 2009 annual impaitnest, fair value of Griffith exceeded its camyivalue by approximately $49.6
million. Impairment testing compares the fair \@abf Griffith to its carrying amount. Fair valuétbe reporting unit is estimated using a
discounted cash flow measurement. For tax purpgeesiwill is amortized ratably over a 15-year pdribeginning in the month of
acquisition.
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In accordance with current accounting guidanceedlto good-will (ASC 350), Griffith allocated ig@odwill based on the fair values
of the divested region and the portion of the besérretained. As a result of the divestiture dised in Note 5 -Acquisitions, Divestitures ar
Investments”, Griffith reduced its goodwill by apgimately $10 million in addition to the goodwiltcorded when the divested assets were
purchased.

Intangible assets include separate, identifiabkanigible assets such as customer relationshgmernrarks, and covenants not to
compete. Intangible assets with finite lives armdized over their useful lives. The estimateefuklife for customer relationships is 15 ye:
which is believed to be appropriate in view of aggr historical customer attrition. The useful $ivé trademarks were estimated to range from
10 to 15 years based upon Management’s assessfreavenal variables such as brand recognition, idameent’s expected use of the
trademark, and other factors that may have affetttediuration of the trademark’s life. The usdifiel of a covenant not to compete is based on
the expiration date of the covenant, generally betwthree and ten years. Amortization expensebd@smillion, $4.1 million and $3.4 millic
for each of the year ended December 31, 2009, 2668007, respectively. The estimated annual armatidn expense for each of the next
five years, assuming no new acquisitions, is apprately $2.3 million. The weighted average amatian period for all amortizable
intangible assets is 14.97 yearbe weighted average amortization periods for custorelationships and covenants not to competé&ge=ar:
and 5 years, respectively. In December 2009, iBrigold the rights to all of its trademarks astmdithe sale of select operations discussed
further below.
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On December 11, 2009, CH Energy Group announcesdleeof operations of Griffith in certain geograplocations. In connection
with this sale, Griffith transferred certain ampatble intangible assets associated with this regidre following chart reflects adjustments

recorded to the cost and accumulated amortizatdanbes of the intangible assets sold (In Thougands

Gross
Carrying Accumulated
Amount Amortization Net
Customer relationshiy $ 21,42 $ 6,85( $ 14,57(
Trademarks 2,95¢ 624 2,33
Covenants not to compete 1,50¢ 1,09i 40¢
Total $ 25,88, $ 8,571 $ 17,31(

The components of amortizable intangible asse@+bEnergy Group are summarized as follows (In Thods):

December 31, 200 December 31, 200

Gross Gross

Carrying Accumulated Carrying Accumulated

Amount Amortization Amount Amortization

Customer relationshif $ 33,74 % 18957 $ 55,17 $ 22,24
Trademarks - - 2,95¢ 37z
Covenants not to compe 10C 75 1,60¢ 98:
Total Amortizable Intangible $ 33,84 % 19,03: $ 59,73: $ 23,60

The chart below provides a rollforward of goodvidllances of CH Energy Group (In Thousands):
December 3! December 31
2009 2008

Balance at Beginning of Peri $ 67,45 $ 63,43:
Acquisitions - 4,022
Divestitures (31,804 M -
Balance at End of Period $ 35,65 $ 67,45t

(1) Includes $10 million in goodwill in addition the goodwill recorded when the divested assete warchased.

NOTE 7 - SHORT-TERM BORROWING ARRANGEMENTS

CH Energy Group maintains a $150 million revolvirgdit facility with several commercial banks t@ypide committed
liquidity. This facility expires in February 2013s of December 31, 2009 and December 31, 20@8e¢ tivere no borrowings under this
facility. The notes payable balances reportethénG@H Energy Group Consolidated Balance Sheettdfie borrowings of CH Energy Growsp’
subsidiaries as of December 31, 2009 and Decenih@088, as discussed below.
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Central Hudson maintains a revolving credit fagiliith several commercial banks, pursuant to PSasization, in the amount of
$125 million, for a five-year term ending Januan®@12. As of December 31, 2009 and December@18,2here were no borrowings under
this agreement.

Both the CH Energy Group and Central Hudson cieditities reflect commitments from JPMorgan ChBsek, N.A., Bank of
America, N.A., HSBC Bank USA, N.A. and KeyBank Nmtal Association. If any of these lenders are ienabfulfill their commitments
under these facilities, funding may not be avadas needed.

Central Hudson also maintains certain uncommiitess|of credit that diversify its sources of casll arovide competitive options to
minimize its cost of short-term debt. As of Dec&mnB1, 2009, Central Hudson had no borrowings utitege lines of credit. As of December
31, 2008, Central Hudson'’s outstanding balancéeset lines of credit, in aggregate, was $25.5onilli

On September 22, 2009, the PSC issued an ordesraily Central Hudson to increase its mykiar committed credit to $175 milli
through December 31, 2012. The higher level of mithed credit could provide Central Hudson withages liquidity to support construction
forecasts, seasonality of the business, volati&@g@nmarkets, adverse borrowing environments, &neranforeseen events.

On January 18, 2008, Griffith established an uncdtedhline of credit of up to $25 million with a wonercial bank for the purpose of
funding seasonal working capital and for genergbarmate purposes. As of December 31, 2008, there Worrowings under this agreement of
$10.0 million. On April 30, 2009, Griffith Managemt elected to allow this uncommitted line of ctédiexpire. The obligations of Griffith
under the line of credit were guaranteed by CH gn&roup and CHEC. Griffith’s short-term financingeds are currently provided by CH
Energy Group through intercompany debt agreements.

Debt Covenants
CH Energy Group’s $150 million credit facility a@entral Hudson’s $125 million credit facility botbquire compliance with certain

restrictive covenants, including maintaining agaif total consolidated debt to total consolidategitalization of no more than 0.65 to
1.00. Currently, both CH Energy Group and Certthadlson are in compliance with all of their respestiebt covenants.
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NOTE 8 - CAPITALIZATION - COMMON AND PREFERRED STOCK

For a schedule of activity related to common st@eld-in capital, and capital stock, see the Cadatdd Statements of Equity for CH
Energy Group and Central Hudson.

Cumulative Preferred Stock

Central Hudson, $100 par value; 210,300 share®dnéul, not subject to mandatory redemption:

Redemptior Shares Outstandir
Price December 31
Series 12/31/09 2009 2008
4.50% $ 107.0( 70,28t 70,28t
4.75% 106.7¢ 19,98( 19,98(
4.35% 102.0( 60,00( 60,00(
4.96% 101.0( 60,00( 60,00(
210,26! 210,26!

There were no repurchases in 2007, 2008 or 2009.

In the event of a liquidation of Central Hudsorg tiolders of the Cumulative Preferred Stock ariledto receive the redemption
price (in the case of a voluntary liquidation) be fpar value (in the case of an involuntary ligtia® plus, in either case, accrued dividends.

Capital Stock Expense

Expenses incurred on issuance of capital stock@emulated and reported as a reduction in commoitye

Repurchase Program

On July 25, 2002, the Board of Directors of CH EyyeGroup authorized a Common Stock Repurchase &mo@iRepurchase
Program”) to repurchase up to 4 million sharegpproximately 25% of its outstanding Common Stasler the five-year period ending July
31, 2007. Effective July 31, 2007, the Board afedtors of CH Energy Group extended and amendeReperchase Program. As amended,
the Repurchase Program authorizes the repurchagetof2,000,000 shares (excluding shares purchzefede July 31, 2007) or approximat
13% of the Company's outstanding common stock, fiore to time, over the five-year period endingyJ8d, 2012. No shares were
repurchased under the Repurchase Program duringé#re ended December 31, 2009, 2008, and 2007Er@kyy Group reserves the right to
modify, suspend, renew, or terminate the RepurcRaggram at any time without notice.
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NOTE 9 - CAPITALIZATION -LONG-TERM DEBT

Details of CH Energy Group's and Central Hudsoorggtterm debt are as follows (In Thousands):

December 31

Series Maturity Date 2009 2008
CH Energy Group

Promissory Notes
2009 Series A (6.58% Apr. 17, 2014 $ 26,50 $ -
2009 Series B (6.80% Dec. 15, 202! 23,50( -
CH Energy Group Net Lor-term debt $ 50,000 $ -

Central Hudson

Promissory Notes
1999 Series C (6.009 Jan. 15, 200 $ - 3% 20,00(
2003 Series D (4.33%@ Sep. 23, 201 24,00( 24,00(
2002 Series D (6.64%4 Mar. 28, 201z 36,00( 36,00(
2008 Series F (6.8549% Nov. 01, 201z 30,00( 30,00(
2004 Series D (4.73%@ Feb. 27, 201. 7,00( 7,00(
2004 Series E (4.80%5) Nov. 05, 201¢ 7,00( 7,00(
2007 Series F (6.028%2) Sep. 01, 201 33,00( 33,00(
2004 Series E (5.059%5) Nov. 04, 201¢ 27,00( 27,00(
1999 Series A (5.45%1) Aug. 01, 2027 33,40( 33,40(
1999 Series (L) Aug. 01, 202¢ 41,15( 41,15(
1999 Series [LE) Aug. 01, 202¢ 41,00( 41,00(
1998 Series A (6.50%1) Dec. 01, 202t 16,70( 16,70(
2006 Series E (5.7690) Nov. 17, 2031 27,00( 27,00(
1999 Series LE) July 01, 203¢ 33,70( 33,70(
2005 Series E (5.849%0) Dec. 05, 203! 24,00( 24,00(
2007 Series F (5.80493 Mar. 23, 2037 33,00( 33,00(
2009 Series F (5.80%2 Oct. 1, 203¢ 24,00( -
437,95( 433,95(
Unamortized Discount on Debt (53) (56)
Total Lon¢-term debt $ 437,897 $ 433,89:
Less: Current Portio (24,000 (20,000
Central Hudson Net Lol-term debt $ 413,890 $ 413,89:

(1) Promissory Notes issued in connection with the bglB'YSERDA of ta-exempt pollution control revenue bon

(2) Issued under Central Hud¢s mediun-term note program, described belc

(3) \Variable (auction) rate note

(4) Issued pursuant to a 2001 PSC Order apprdiimgssuance by Central Hudson prior to June 304 26f up to $100 million of
unsecured mediu-term notes

(5) Issued pursuant to a 2004 PSC Order apprdiimgssuance by Central Hudson prior to Decembg@Q6, of up to $85 million of
unsecured mediu-term notes
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The PSC issued an Order in September 2006 authgr@entral Hudson to issue medium-term notes ab$140 million over the
three-year period ending December 31, 2009. Withauthorization, Central Hudson established éseS F notes and issued $120 million
during that period. A summary of Series F issuarobBows:

Date Amount of Issuanc Term, Rate Proceeds Used fa
March 23, 200° $33,000,00( 3C-year, 5.80% Redemption at maturity ¢
$33,000,000 5-year, 5.87% Series
D Notes
September 14, 2007 $33,000,000 10-year, 6.028% Financing ongoing investments in

electric and natural gas syste

November 18, 200 $30,000,000 5-year, 6.854% Financing ongoing investments in
electric and natural gas syste

September 30, 2009 $24,000,000 30-year, 5.80% Financing ongoing investments in
electric and natural gas syste

On September 22, 2009, the PSC authorized Centrdédh to issue up to $250 million of long-term diobugh December 31,
2012. The Order authorizes Central Hudson to iasuakesell $250 million of long-term debt to finaritseconstruction expenditures, refund
maturing long-term debt, and potentially refinaitsel999 NYSERDA Bonds, Series B, C and D. On Nwolver 20, 2009, Central Hudson
registered a new series of notes, Series G, pursu#ime authority granted by the PSC. An amendgittration statement was filed on
December 23, 2009 and the registration of the S&ieaotes became effective on January 6, 2010.

Central Hudson'’s current senior unsecured debigatutiook is ‘A’/stable by both Standard & PooRating Services (“Standard &
Poor's”) and Fitch Ratings and ‘A3'/negative by Miys Investors Service (“Moody’s”y. On September 9, 2009, Moody’s downgraded
Central Hudson'’s senior unsecured debt and isstiegs to ‘A3’ from ‘A2,” with a continued negativaitlook, to reflect their view of the
current weakness in our credit metrics and the imggoeed for rate relief to support planned cagmtgdenditures. Moodg’analysis focused «
four key rating factors that they identified asrgpimportant determinants in assigning ratingsrégulatory framework, (2) ability to recover
costs and earn returns, (3) diversification, andiféncial strength, liquidity and key financiaktnics. The downgrade is not expected to have
a material impact on Central Hudson'’s financiafpenance.

4 These ratings reflect only the views of the ratiggncy issuing the rating, are not recommendatmbsly, sell, or hold securities of Central
Hudson and may be subject to revision or withdraatany time by the rating agency issuing the gatiBach rating should be evaluated
independently of any other rating.
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Griffith had no third-party long-term debt outstéamglas of December 31, 2009 or 2008.

In the second quarter of 2009, CH Energy Groupapely placed $50 million of senior unsecured nofElse notes bear interest at the
rate of 6.58% per annum and mature on April 17 420CH Energy Group completed the sale of $35 arilin principal amount of the notes
April 17, 2009, and $15 million in principal amown June 15, 2009. CH Energy Group used a poofitine proceeds from the sale of the
notes to repay short-term debt and retains theireteafor general corporate purposes. On Decertbe2009, following the divestiture of
select operations of Griffith, CH Energy Group eetkinto a supplemental note purchase agreemetiiddassuance of $23.5 million of new
senior notes and redeemed $23.5 million of thespkaced during the second quarter of 2009. Thdynissued notes bear interest at the rate
of 6.80% per annum and mature on December 15, 2026rest is payable semi-annually and, commengimge 15, 2011, with semi-annual
payments of principal. The mortgage style amatitiraof principal results in the final payment afrzipal and interest upon maturity. CH
Energy Group intends to use the proceeds fromaleeds the supplemental notes to fund a portioitsofivestment in Shirley Wind.

Long-Term Debt Maturities

See Note 15 - “Fair Value Measurements” for a saheedf long-term debt maturing or to be redeemathdithe next five years and
thereafter.

NYSERDA

Central Hudson has five debt series that were isBueonjunction with the sale of tasxempt pollution control revenue bonds by N
York State Energy Research and Development Auth@iitY SERDA”). These NYSERDA bonds are insuredAybac Assurance
Corporation (“Ambac”) and the ratings on these tsoraflect the higher of the credit rating of AmtlmacCentral Hudson. The current
underlying rating and outlook on these bonds anutt@eHudson’s other senior unsecured debt is tAlike by Standard & Poor’s and Fitch
Ratings and ‘A3'/negative by Moody’s.

Central Hudson’s 1998 NYSERDA Series A Bonds, totp$16.7 million, were renarketed on December 1, 2008. Under the teri
the applicable indenture, Central Hudson convettecbonds to a fixed rate of 6.5%, which will cowni until their maturity in December
2028. Prior to the December 1, 2008 re-marketimg bonds bore interest at a term rate of 3.0%.

Central Hudson’s 1999 NYSERDA Series A Bonds, tntg$33.4 million, have an interest rate thatxedi to maturity in 2027 at
5.45%.

5 These ratings reflect only the views of the mtigency issuing the rating, are not recommendatimibuy, sell, or hold securities of Central
Hudson and may be subject to revision or withdraatany time by the rating agency issuing the gatiBach rating should be evaluated
independently of any other rating.
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Central Hudson’s 1999 NYSERDA Bonds, Series B,r@, B, totaling $115.9 million, are multi-modal banithat are currently in
auction rate mode. Beginning in 1999 when the bamelre issued, the bonds’ interest rate has baeh egery 35 days in a Dutch
auction. Auctions in the market for municipal aoctrate securities have experienced widespreadatésisince early in 2008. Generally, an
auction failure occurs because there is an ingefftdevel of demand to purchase the bonds antidhdholders who want to sell must hold the
bonds for the next interest rate period. Sincel@aly 2008, all auctions for Central Hudson'’s thsedes of auction rate bonds have failed. As
a consequence, the interest rate paid to the bdsetischas been set to the then prevailing maximatsdefined in the trust indenture. Central
Hudson’s maximum rate results in interest ratesah@generally higher than expected results fioeratuction process. For the foreseeable
future, Central Hudson expects the interest rateeteet at the maximum rate, determined on theafaach auction as 175% of the yield on an
index of tax-exempt short-term debt, or its appmade equivalent. In 2009, the average maximumajpdicable on the bonds was 0.80%. In
its Orders, the PSC has authorized deferral acowutreatment for the interest costs from Centratlsbn’s three series of variable rate 1999
NYSERDA Bonds. As a result, variations in inteneges on these bonds are deferred for future sxgdvom or refund to customers a
Central Hudson does not expect the auction failtordmve any adverse impact on earnings. To niititiee potential impact of unexpected
increases in short-term interest rates, CentrakdHuogurchases interest rate caps based on anfmdgxort-term tax-exempt debt. Central
Hudson replaced the cap that expired on March @29 2vith a one-year cap, effective April 1, 2009a&e4.375%. The cap is based on the
monthly weighted average of an index of tax-exewapiable rate debt, multiplied by 175% to aligniwibhe maximum rate formula of the three
series of variable rate 1999 NYSERDA Bonds. Cétralson would receive a payout if the bonds raseates above 4.375%. During 2009
and 2008, the average did not exceed the cap mdttharefore no payments were received.

Central Hudson is currently evaluating what actjghany, it may take in the future in connectiothnits 1999 NYSERDA Bonds,
Series B, C and D. Potential actions may incluateverting the debt from auction rate to anothegrigdt rate mode or refinancing with taxable
bonds.

Debt Expense

Expenses incurred in connection with CH Energy @®or Central Hudson’s debt issuance and any digcor premium on debt are
deferred and amortized over the lives of the rdlidsues. Expenses incurred on debt redemptidmistpmmaturity have been deferred and are
usually amortized over the shorter of the remaitives of the related extinguished issues or the issues, as directed by the PSC.
Debt Covenants

CH Energy Group’s $50 million of privately placedtes require compliance with certain restrictiveertants including maintaining a
ratio of total consolidated debt to total consdidhcapitalization of no more than 0.65 to 1.00 aodpermitting certain debt, other than the

privately placed notes, associated with the uneggdloperations of CH Energy Group to exceed 10%taf consolidated assets. Currently,
CH Energy Group is in compliance with all of thekabt covenants.
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NOTE 10 - POST-EMPLOYMENT BENEFITS

Pension Benefits

Central Hudson has a non-contributory Retiremecdiime Plan (“Retirement Plan”) covering substantiall of its employees hired
before January 1, 2008. The Retirement Plan efiaetl benefit plan, which provides pension besdfdsed on an employee’s compensation
and years of service. In 2007, Central Hudson a@®éithe Retirement Plan to eliminate these berfefitsianagerial, professional, and
supervisory employees hired on or after Janua®p@8. The Retirement Plan for unionized employeas similarly amended for all
employees hired on or after May 1, 2008. The Betent Plan’s assets are held in a trust fund (tTfuad”). Central Hudson has provided
periodic updates to the benefit formulas statettiénRetirement Plan.

In accordance with the measurement date provigiboarrent accounting guidance related to pensg{&sC 715-20), Central Hudson
changed its measurement date for its pension ghar‘Retirement Planfrom September 30 to December 31 for its finangialements for tr
year ended December 31, 2008. Central Hudsoreel¢loe“15-month-transition approach” and recorded an stdjent in the first quarter of
2008 to recognize the effects of the change in oreasent date. This adjustment represented 3/bbite net periodic pension cost
determined for the period from October 1, 2007 &z&mber 31, 2008; the remaining 12/15ths of thepesbdic pension cost was recorded
over the twelve months ended December 31, 200&. r&¢ording of this adjustment increased Centralddn’s pension liability by $0.4
million, comprised of the following components {Thousands):

Adjustment for 3/15ths of net periodic pension s $ 2,78¢
Adjustment for amortization of prior service coatsl actuarial losse®) (2,426
Net increase to pension liabili $ 362

(1) Liability recognized previously on Consolidated &ate Sheet upon initial implementation of ASC-20.

Decisions to fund Central Hudson’s Retirement Rlenbased on several factors, including corpoesteurces, projected investment
returns, actual investment returns, inflation, th&ie of plan assets relative to plan liabilitieggulatory considerations, interest rate
assumptions and legislative requirements. AsualtreSvolatile conditions in the economy and fic&@l markets over the past two years,
Central Hudson’s Retirement Plan assets have gignify decreased relative to the plan liabilitigdthough the financial markets have seen a
positive trend over the past 12 months, the ligbiias been increased by the lower discount ragd usthe current year to determine benefit
obligations and the accruing of additional benefiBentral Hudson considers the provisions of tlesibn Protection Act of 2006 in
determining its funding for the Retirement Plantfoe near-term and future periods. Contributianthe Retirement Plan during the years
ended December 31, 2009 and 2008 were $22.6 méiah$12.5 million, respectively.
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As noted above, the value of the plan assets mavedsed in 2009, however, plan liabilities incegbas a result of a decline in the

plan discount rate. The net impact was a redudtidhe unfunded liability. Contributions for 2040e expected to be approximately $30-$55
million. On January 22, 2010, Central Hudson dboted $30 million to its retirement plan. Thewsdtcontributions could vary significantly
based upon corporate resources, projected investeteinns, actual investment returns, inflatiore #alue of plan assets relative to plan
liabilities, interest rate assumptions, regulatoopsiderations and legislative requirements.

In accordance with current accounting guidanceedl&o pensions (ASC 715-20), Central Hudson'’s jpen&bility balance (i.e., the
funded status) at December 31, 2009 and Decembh&088 was $153.0 million, $162.2 million, respeely. These balances include
recognition for the difference between the projddienefit obligation (“PBO”) for pensions and thanket value of the pension assets, as well
as consideration for non-qualified executive plaAs.a result of volatile conditions in the econoamd financial markets over the past two
years, Central Huds’s Retirement Plan assets have significantly dem@aelative to the plan liabilities.

The following reflects the impact of the recordimifunding status adjustments on the Balance Stué&@$i Energy Group and Cent
Hudson (In Thousands):

December 31 December 3]

2009 2008
Prefunded (accrued) pension costs prior to fundtatus adjustmel $ 11,66 $ 29,88
Additional liability required (164,644 (192,089
Total accrued pension liability $ (152,98) $ (162,200
Total offset to additional liabilit- Regulatory asse- Retirement Pla $ 164,64: $ 192,08

Pursuant to current accounting guidance relatgettsions (ASC 715-20), gains or losses and prisicgecosts or credits that arise
during the period but are not recognized as compsra net periodic pension cost would typicallyrbeognized as a component of other
comprehensive income, net of tax. However, Cefttalson records regulatory assets rather than taejusomprehensive income to offset the
additional liability. The recording of a regulayasset is consistent with the PSC’s 1993 StatenfdPolicy regarding pensions and OPEB
(“1993 PSC Policy”). Under the 1993 PSC Policyfelences between pension expense and rate all@esawering these costs are deferred
for future recovery from or return to customershagarrying charges accrued on cash differences.
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The valuation of the PBO was determined as of thasurement date of December 31, 2009, using a 8is@bunt rate (as determin
using the Citigroup Pension Discount Curve reflegiprojected pension cash flows). The discoumt oatthe prior measurement date of
December 31, 2008 was 6.2%. Declines in the masdee of the Trust Fund’s investment portfolio,igthoccurred from 2000 through 2002,
and are amortized over a 10 year period as perg@8€y, and a reduction in the discount rate dutimat period used to determine the benefit
obligation for pensions have resulted in a sigaificincrease in pension costs since 2001.

Similarly, declines in the market value of the TrEand’s investment portfolio in 2008 resultednicrieased future pension costs since
losses (and gains) are amortized over a 10 yeardoeThe 2009 Rate Order includes an increaskdndte allowance for pension and OPEB
expense which more closely approximates the rexmsitof providing these benefits. Authorizatiomegns in effect for the deferral of any
differences between rate allowances and actuad coster the 1993 PSC Policy to counteract the Niblaif these costs. The 2009 Rate Order
again authorized Central Hudson to offset significteferred balances for pension and OPEB expemghd electric department with availal
deferred credit balances due to customers. Th@ R@f@e Order also authorized the continuation efaimortization of natural gas department
deferred pension and OPEB costs. The accumulatiedrdd balance of these costs at June 30, 2084rig recovered via a five-year
amortization that began July 1, 2009.

The 2006 Rate Order included an increase in tlealdawances for pension and OPEB expense that ahagely approximated the
recent cost of providing these benefits. Howeslag to the expected volatility of these costs, aithtion remained in effect for the deferra
any differences between rate allowances and actisa$ under the 1993 PSC Policy. The 2006 Rater@ido authorized Central Hudson to
offset significant deferred balances for pensiott @PEB expense for the electric department witlil@vie deferred credit balances due to
customers. Deferred pension and OPEB balancesratated through June 30, 2006, for the naturaldggsartment are being recovered via a
seven-year amortization that began on July 1, 2007.

Central Hudson accounts for pension activity inoadance with PSC-prescribed provisions, which anthgr things, require a ten-
year amortization of actuarial gains and los

In addition to the Retirement Plan, CH Energy Grs@md Central Hudson’s executives are covered uaden-qualified
Supplemental Executive Retirement Plan.

Estimates of Long-Term Rates of Return

The expected long-term rate of return on Retirerfdauh assets is 7.75%, net of investment expelmséetermining the expected long-
term rate of return on these assets, Central Hudsosidered the current level of expected retumssk-free investments (primarily United
States government bonds), the historical levelssf premiums associated with other asset clasedstha expectations of future returns over a
20-year time horizon on each asset class, bas#teoriews of leading financial advisors and ecorstsni The expected return for each asset
class was then weighted based on the RetirementsR&get asset allocation. Central Hudson mosiéztual performance against target asset
allocations and adjusts actual allocations ancetarp accordance with the Retirement Plan strategy
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Retirement Plan Policy and Strategy

The Retirement Plan seeks to match the long-tetor@af its funding obligations with investment etiives for longierm growth an
income. Retirement Plan assets are invested or@acce with sound investment practices that eniphésng-term investment
fundamentals. The Retirement Plan recognizesatbssits are exposed to risk and the market valassets may vary from year to
year. Potential shc-term volatility, mitigated through a well-diverstl portfolio structure, is acceptable in accoragawith the objective of
capital appreciation over the long-term.

The asset allocation strategy employed in the &aent Plan reflects Central Hudson'’s return objestand risk tolerance. Asset
allocation targets, expressed as a percentage ohdnket value of the Retirement Plan, are summaiiz the table below:

Target
Asset Clas: Minimum Average Maximum
Equity Securitie: 55% 60% 65%
Debt Securitie! 30% 35% 40%
Alternative Investment -% 5% 7%

Due to the dynamic nature of market value fluctuagi Retirement Plan assets will require rebalanfriom time-to-time to maintain
the target asset allocation. The Retirement Rlangnizes the importance of maintaining a long-tstmategic allocation and does not intend
any tactical asset allocation or market timing taflecation shifts.

The Retirement Plan seeks to earn a return commegesuith the risk of its underlying assets. Tleadhmark index is currently
comprised of 33% Russell 1000 Stock Index; 12% BIu2500 Stock Index; 15% Morgan Stanley Capitétnational Europe, Australasia ¢
Far East (MSCI EAFE) International Stock Index (IN&86 Russell Open-End Real Estate Mean; and 35%ddegate Bond Index. The
Retirement Plan seeks to exceed the average argiual of this benchmark over a three to five yedling time period and a full market
cycle. Itis understood that there can be no queaes about the attainment of the Retirement Platlsn objectives.

The Retirement Plan uses outside consultants aisideunvestment managers to aid in the deternainadf asset allocation and the
management of actual plan assets, respectively.
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Management is reviewing changes to the Plan’s invest strategy to reduce the year-to-year volatdftthe funded status and the
level of contributions. Options being considenmeclude extending the duration of the Plan’s invesita as well as changes to the target asset

allocation to more closely align with the Plan’adpterm obligations.

Table of Contents

Investment Valuation

The Retirement Plan assets are valued under thentdair value framework. See Note 15 - “Fair M&aMeasurements” for further
discussion regarding the definition and levelsaif ¥alue hierarchy established by guidance (ASQ).82

The inputs or methodology used for valuing seasitire not necessarily an indication of the risloeisited with investing in those
securities. Below is a listing of the major categ® of plan assets held as of December 31, 2G0&geH as the associated level within the fair
value hierarchy in which the fair value measuremémtheir entirety fall (based on the lowest lewglut that is significant to the fair value
measurement in its entirety) (Dollars in Thousands)

Market Value
Investment Typt at 12/31/0¢ % of Total
Level 2
Investment Fund- Equities $ 199,44, 63%
Investment Fund- Fixed Income 100,31 32%
Level 3
Alternative Investment - Real Estate 14,49¢ 5%
$ 314,25: 10C%

The table listed below provides a reconciliatiortte beginning and ending net balances for assettiabilities measured at fair val
and classified as Level 3 in the fair value hiengr@in Thousands):

Year Ended
December 3
2009
Balance at Beginning of Peri¢ $ 24,12¢
Unrealized gains/(losse (8,55
Realized losse 19t
Purchases, issuances, sales and settler (209)

Transfers in and/or out of Level 3 (1,069
Balance at End of Period $ 14,49¢

The funds that have been determined to be Lewal@siments within the fair value hierarchy are guiasing indirectly observable
(market-based) information. The Level 2 funds dbohave market data available; however, the unggylgecurities held by those funds do

have published market data available.
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The funds that have been determined to be Leval&siments within the fair value hierarchy are gdiasing unobservable
inputs. There are three valuation techniquesdhatbe used, the market, income or cost approa@bkh.appropriateness of each valuation
technique depends on the type of asset or busie#sg valued. Key inputs used to determine faiueanclude, among others, revenue and
expense growth rates, terminal capitalization ratesdiscount rates.

Other Post-Retirement Benefits

Central Hudson provides certain health care aedii$urance benefits for retired employees thratggbost-retirement benefit
plans. Substantially all of Central Hudson’s utized employees and managerial, professional anergispry employees (“non-union”) hired
prior to January 1, 2008, may become eligible fiese benefits if they reach retirement age whilpleyed by Central Hudson. Central
Hudson amended its OPEB programs for existing naaruand certain retired employees effective JantaP008. Benefit plans for non-
union active employees were similarly amended.gRrms were also amended to eliminate post-retirebmmefits for non-union employees
hired on or after January 1, 2008. In order taicedthe total costs of these benefits, plan chawges negotiated with the IBEW Local 320 for
unionized employees and certain retired employ#estave May 1, 2008. Plans were also amendedinureate post-retirement benefits for
union employees hired on or after May 1, 2008. éBignfor retirees and active employees are pralitieough insurance companies whose
premiums are based on the benefits paid duringebe

The significant assumptions used to account fasehmenefits are the discount rate, the expectagtinm rate of return on plan assets
and the health care cost trend rate. Central Hudstects the discount rate using the CitigroupsParDiscount Curve reflecting projected
cash flows. The estimates of long-term rates twfrreand the investment policy and strategy fos¢hglan assets are similar to those used for
pension benefits previously discussed in this Ndtee estimates of health care cost trend ratebased on a review of actual recent trends
projected future trends.

Central Hudson fully recovers its net periodic patirement benefit costs in accordance with th@31BSC Policy. Under these
guidelines, the difference between the amountoef-etirement benefits recoverable in rates aadathounts of post-retirement benefits
determined by an actuarial consultant in accordavitecurrent accounting guidance related to otiest employment benefits (ASC 788) is
deferred as either a regulatory asset or a regyléstility, as appropriate.

The effect of the Medicare Act of 2003 was reflddte 2009 and 2008, assuming that Central Hudsdrcaritinue to provide a
prescription drug benefit to retirees that areeast actuarially equivalent to Medicare Act of 2@@8l that Central Hudson will receive the
federal subsidy.

In accordance with the current accounting guidaetaed to other post employment benefits (ASC 8@(-Central Hudsos'liability
(i.e. the funded status) for OPEB at December 8092was $46.2 million and at December 31, 2008, $&2.6 million, including recognition
for the difference between the Accumulated Ber@fiiligation (“ABO”) and the market value of othergpoetirement assets. The change tc
liability for the difference between the ABO ane tmarket value of other post-retirement asseteaember 31, 2009 and 2008 was a decreas
of $1.2 million and an increase of $10.4 millicespectively and was offset by recording a regueésset in accordance with the 1993 PSC
Policy.
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Central Hudson and Griffith each participate in0a &) retirement plan for their employees. Giiiffélso provides a discretionary

profit-sharing benefit for their employees. Thd @) plans provide for employee tax-deferred satiegiuctions for participating employees
and their respective employer matches contributinade by participating employees. The matchingfiewaries by employer and employee
group. For Central Hudson, the cost of its matgltiontributions was $1.8 million for 2009, $1.7 lioih for 2008, and $1.6 million for
2007. For Griffith, the cost of its matching cabtitions was $884,000 for 2009, $869,000 for 2@0®| $783,000 for 2007. Profit-sharing
contributions made by Griffith were $594,000, $880, and $665,000, for 2009, 2008, and 2007, réispbe

Estimates of Long-Term Rates of Return

The expected long-term rate of return on OPEB ass&.0%, net of investment expense. In detenmittie expected long-term rate
of return on these assets, Central Hudson considbeecurrent level of expected returns on risle-frevestments (primarily United States
government bonds), the historical level of riskrpiems associated with other asset classes, arekfiextations of future returns over ay&ex
time horizon on each asset class, based on thes\aélgading financial advisors and economistse &kpected return for each asset class was
then weighted based on the respective Plemget asset allocation. Central Hudson monitotsad performance against target asset alloca
and adjusts actual allocations and targets as deapm@opriate in accordance with the Plan’s stsateg
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OPEB Policy and Strategy

The OPEB Plans adopted an investment objectiveraf-term capital appreciation for each VEBA. OPHEBN assets are invested in
accordance with sound investment practices thahesipe longerm investment fundamentals. The OPEB Plans tsea&hieve a positive ra
of return for each VEBA over the long-term that wdoutes to meeting each VEBA's current and futoioéigations.

The asset allocation strategy employed in the OPERB reflects Central Hudson'’s return objectives @sk tolerance. The mix of
assets shall be broadly diversified by asset eadsnvestment styles within asset classes, baséuedfollowing asset allocation targets,
expressed as a percentage of the market value @BEB Plan, summarized in the table below:

Target
Asset Clas: Minimum Average Maximum
Equity Securitie: 55% 65% 75%
Debt Securitie! 25% 35% 35%

Investment Valuation

The OPEB Plan assets are valued under the cuaemalue framework. See Note 15 - “Fair Value Megasents” for further
discussion regarding the definition and levelsaif ¥alue hierarchy established by guidance (ASQ).82

The inputs or methodology used for valuing seasitire not necessarily an indication of the risloeisited with investing in those
securities. Below is a listing of the major cateége of plan assets held as of December 31, 2G0&gdH as the associated level within the fair
value hierarchy in which the fair value measureméntheir entirety fall (based on the lowest leglut that is significant to the fair value
measurement in its entirety).

401 (h) Plan Asse!
(Dollars in Thousands)

Market Value
Investment Typu at 12/31/0¢ % of Total
Level 2
Investment Fund- Equities $ 4,191 63%
Investment Fund- Fixed Income 2,10¢ 32%
Level 3
Alternative Investment - (Real Estate) 30E 5%
$ 6,60/ 100%
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The table listed below provides a reconciliatiorttedf beginning and ending net balances for asset$iabilities measured at fair val
and classified as Level 3 in the fair value hiengrr@in Thousands):

Year Endec
December 31
2009
Balance at Beginning of Peric $ 507
Unrealized gains/(losse (180)
Realized losse 4
Purchases, issuances, sales and settler 4
Transfers in and/or out of Level 3 (22)
Balance at End of Period $ 30¢
Management VEBA Plan Assets
(Dallars In Thousands)
Market Value
Investment Typt at 12/31/0¢ % of Total
Level 1
Investment Fund- Money Market Mutual Fun $ 6 -%
Investment Fund- Fixed Income Mutual Func 64C 35%
Investment Fund- Equity Securities Mutual Func 824 45%
Level 2
Investment Fund- Equity Securities Commingled Fui 36€ 20%
$ 1,83¢ 100%
Union VEBA Plan Assets
(Dollars In Thousands)
Market Value
Investment Typt at 12/31/0¢ % of Total
Level 1
Investment Fund- Money Market Mutual Fun $ 61€ 1%
Investment Fund- Fixed Income Mutual Func 14,61 20%
Investment Fund- Equity Securities Mutual Func 32,32: 45%
Level 2
Fixed Income Commingled Fur 10,44: 14%
Investment Fund- Equity Securities Commingled Ful 14,41¢ 20%
$ 72,41 100%

The funds that have been determined to be Lewaldsiments within the fair value hierarchy are gdlon the basis of available

market quotations in active markets.

The funds that have been determined to be Lewal@siments within the fair value hierarchy are guiasing indirectly observable
(market-based) information. The Level 2 funds dolrave market data available; however, the uniterlgecurities held by those funds do

have published market data available.
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The funds that have been determined to be Leval&siments within the fair value hierarchy are gdiasing unobservable
inputs. There are three valuation techniquesdhatbe used, the market, income or cost approa@bkh.appropriateness of each valuation
technique depends on the type of asset or busie#sg valued. Key inputs used to determine faiueanclude, among others, revenue and
expense growth rates, terminal capitalization ratesdiscount rates.
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Reconciliations of Central Hudson'’s pension anaépfiost-retirement plans’ benefit obligations, pdesets, and funded status, as well
as the components of net periodic pension costtandieighted average assumptions are reportededioitbwing chart (Dollars In
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Thousands):

Pension Benefit

Other Benefits

2009 2008 2009 2008
Change in Benefit Obligatiol
Benefit obligation at beginning of ye $ 423,53¢ $ 408,88t $ 119,00: $ 148,21
Service cos 7,82 9,64t ) 2,12t 2,41¢F
Interest cos 25,81¢ 31,10¢ @ 6,84¢ 7,54
Participant contribution - - @ 47z 49z
Plan amendmen - 1,371 @ - (25,77))
Benefits paic (24,655 (30,157 (6,455 (6,216
Actuarial (gain) lost 34,70¢ 2,682 () 5,104 (7,687)
Benefit Obligation at End of Plan Ye $ 467,23 $ 423,53t $ 127,09: $ 119,00:
Change in Plan Assel
Fair Value of plan assets at beginning of $ 261,33t $ 397,15 $ 66,35t $ 92,65¢
Adjustment / othe - - @ (106) 36
Actual return on plan asse 56,19: (116,020 W 17,19. (24,57¢)
Employer contribution: 23,12« 13,027 @ 3,48t 4,20(
Participant contribution - - 47¢ 492
Benefits paic (24,655 (30,157 W (6,455) (6,216
Administrative expense (1,746 (2,66¢) M (92) (23E)
Fair Value of Plan Assets at End of Plan Y $ 314,25: $ 261,33¢ $ 80,85! $ 66,35¢
Reconciliation of Funded Statt
Funded Status at end of ye $ (152,98)% (162,200 $ (46,24) $ (52,64
Employer Contributions between measurement datdiscal yea-end - - - -
Amounts Recognized on Consolidated Balance S
Current liabilities (600) (52€) - -
Noncurrent liabilities (152,38)) (161,679 (46,24.) (52,645
Net amount recognized on Consolidated Balance ¢ (152,98) (162,200 (46,24)) (52,645
Regulatory asse
-Net loss 152,07¢ 177,34. 42,48, 57,43¢
-Prior service costs (cred 12,56¢ 14,74 (51,372 (57,240
-Transition obligatior - - 7,68t 10,25(
Components of Net Periodic Benefit Cc
Service cos $ 7,825 $ 9,64~ $ 2,12t $ 2,41¢
Interest cos 25,81¢ 31,10¢ 6,84¢ 7,54
Expected return on plan ass (19,879 (37,889 (5,067) (7,00¢6)
Amortization of prior service cost (cred 2,171 2,65¢ (5,86¢) (5,100
Amortization of transitional obligatio - - 2,56¢ 2,56¢
Amortization of net (gain) loss 25,40( 14,31¢ 8,29: 5,72
Net Periodic Benefit Cos $ 41,347 $ 19,84: $ 8,89 $ 6,14¢

(1) Due to measurement date change for pension betefitscember 31 from September 30, amount reflggtmonths of activity
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Other Changes in Plan Assets and Benefit ObligiRecognized ir
Regulatory Assets
Net loss (gain
Amortization of net (loss) gai
Prior service cost (credi
Amortization of prior service co:
Transitional obligatior
Amortization of transitional obligatio
Regulatory asset attributable to change from pyréar

Total recognized in regulatory as:

Total recognized in net periodic benefit cost agglitatory asset

Weightec-average assumptions used to determine benefitatialics:
Discount rate
Rate of compensation incree
Measurement dai

Weighte-average assumptions used to determine net pebediefit cos

for years ended December :

Discount rate

Expected lon-term rate of return on plan ass
Rate of compensation incree

Assumed health care cost trend rates at Decemb
Health care cost trend rate assumed for next
Rate to which the cost trend rate is assumed tlingethe ultimate
trend rate’
Year that the rate reaches the ultimate trend

Pension plans with accumulated benefit obligatiorexcess of pla
assets

Projected benefit obligatic

Accumulated benefit obligatic
Fair Value of plan asse
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Other Benefits

Pension Benefit

2009 2008 2009 2008
137 $  159,26: (6,660) 23,82«
(25,400) (14,319 (8,297) (5,729)
- 1,371 - (25,77)
(2,177) (2,65¢) 5,86¢ 5,10(

- - (2,566) (2,566)
(27,440) 143,65 (11,65() (5,136)
13,907 $ 163,49 (2,756) 1,00¢

5.7(% 6.2(% 5.7(% 6.20%
5.0(% 5.00% 5.00% 5.00%
12/31/0 12/31/0¢ 12/31/0¢ 12/31/0
6.2(% 6.2(% 6.2(% 6.4(%
8.0(% 8.0(% 8.0(% 7.75%
5.00% 5.00% 5.00% 5.00%
N/A N/A 8.57% 9.0%
N/A N/A 4.5(% 5.00%
N/A N/A 202¢ 201¢
467,23 $ 42353 N/A N/A
426,25t 389,14 N/A N/A
314,25: 261,33 N/A N/A
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The ABO for defined benefit pension plans was $326illion and $389.1 million at December 31, 200@ 2008, respectively.

The estimated net loss and prior service costiedefined benefit pension plans that will be aimed from regulatory assets into net
periodic benefit cost over the next fiscal year$28.5 million and $2.2 million, respectively. Tastimated net loss, prior service cost (credit)
and transitional obligation for the other definezhbfit post-retirement plans that will be amortiZienin regulatory assets into net periodic
benefit cost over the next fiscal year is $10.4iami| $(5.9) million, and $2.6 million, respectiyel

Central Hudson'’s pension and other post-retirerpkmts’ weighted average asset allocations at DeeefSih 2009 and 2008, by asset
category are as follows:

Pension Plai Other Plan:
2009 2008 2009 2008
Equity Securities 62.6% 48.1% 64.5% 65.6%
Debt Securitie: 31.% 41.%% 34.1% 34.1%
Alternate Investmer 4.€% 9.2% 0.C% 0.C%
Other 0.7% 0.8% 0.8% 0.2%
Total 100.(% 100.(% 100.(% 100.(%

For the pension plan and other benefit plans, geiturities do not include CH Energy Group ComiStotk at December 31, 2009,
and 2008, respectively.

Assumed health care cost trend rates have a signtfeffect on the amounts reported for the heatke plan. A 1% change in
assumed health care cost trend rates would haveltbeing effects (In Thousands):

One Percenta¢ One Percentay
Point Increas: Point Decreas

Effect on total of service and interest cost congous for 200¢ $ 447 $ (385)

Effect on yee-end 2009 po-retirement benefit obligatio $ 4217 $ (3,729
Employer contributions for OPEB totaled $3.5 mitliand $4.2 million during the year ended Decemie2809, and December 31,

2008, respectively. Contribution levels are detead by various factors including the discount ratgected return on plan assets, medical
claims assumptions used, mortality assumptions, ussefit changes, and corporate resources.
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Estimated Future Benefit Payments

The following benefit payments, which reflect exigecfuture service as appropriate, are expectéé tmaid (In Thousands):

Year Pension Benefit- Gross Other Benefit- Gross Other Benefit- Net®)

2010 $ 28,06c $ 7272 $ 6,72

2011 28,37¢ 7,791 7,211

2012 29,05¢ 8,181 7,56%

2013 29,68¢ 8,45¢ 7,792

2014 30,02« 8,881 8,191
2015- 2019 160,09¢ 47,32¢ 43,27

(1) Estimated benefit payments reduced by estichgtoss amount of Medicare Act of 2003 subsidgips expected.

NOTE 11 - EQUITY -BASED COMPENSATION

CH Energy Group’s Long-Term Performance-Based ItigerPlan (“2000 Plan”), adopted in 2000 and amende2001 and 2003,
reserves 500,000 shares of CH Energy Group’s Contiack for awards to be granted under the 2000. PTdre 2000 Plan provides for the
granting of stock options, stock appreciation rghéstricted stock awards, performance sharesparfidrmance units. No participant may be
granted total awards in excess of 150,000 sharestbe life of the 2000 Plan. Stock options grdrteofficers of CH Energy Group and its
subsidiaries are exercisable over a period of &zmsgy with 40% of the options vesting after tworgesnd 20% of the options vesting each year
thereafter for the following three years. Stocki@ms granted to non-employee Directors are imnteljia@xercisable.

The 2000 Plan was amended in the third quarte0882 The amendment allows executives to defelipeoéperformance shares and
performance units in accordance with the termskfEBergy Group’s Directors and Executives Defe@ednpensation Plan. Also, an
amendment to the previously effective Stock PlarCfotside Directors provided for shares of stoawvjmusly accrued for retired Directors to
be paid in the form of cash and provides that adiirectors could elect to transfer previously aedrshares payable to them to CH Energy
Group’s Directors and Executives Deferred Compeémsdlan. In addition, the amendment freezes &uparticipation and future accruals
under the 2000 Plan.

In 2006, CH Energy Group adopted a Long-Term Equitgntive Plan (“2006 Plan”) to replace the 200énP The 2006 Plan was
approved by CH Energy Group’s shareholders on A%l2006. The 2000 Plan has been terminated,nwithew awards to be granted under
such plan. Outstanding awards granted under t8@ Ptan will continue in accordance with their teramd the provisions of the 2000 Plan.

The 2006 Plan reserves up to a maximum of 300,886es of CH Energy Group’s Common Stock for awéodse granted under the
2006 Plan. Awards may consist of stock optiontdghtock appreciation rights, performance shgpedprmance units, restricted shares,
restricted stock units, and other awards that CErginGroup’s Compensation Committee of its Boar®inéctors (“Compensation
Committee”) may authorize. The Compensation Cotemitmay also, from time-to-time and upon such teangsconditions as it may
determine, authorize the granting to non-employeedbors of stock option rights, stock appreciatiyits, restricted shares, and restricted
stock units.
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In addition to the aggregate limit in the awardsalibed above, the 2006 Plan imposes various suibslon the number of shares of

CH Energy Group’s Common Stock that may be issudrthasferred under the 2006 Plan. The aggregatear of shares of Common Stock
actually issued or transferred by CH Energy Gropgruthe exercise of incentive stock options shatllaxceed 300,000 shares. No participant
may be granted stock option rights and stock afeien rights, in aggregate, for more than 15,0@8rss of Common Stock during any
calendar year. No participant in any calendar yeay receive an award of performance shares aiatest shares that specify management
objectives, in the aggregate, for more than 209@0es of Common Stock, or performance units haaimgggregate maximum value as of
their respective date of grant in excess of $liomll The number of shares of Common Stock isssextack appreciation rights, restricted
shares, and restricted stock units (after takimfgfoires into account) may not exceed, in the eggte, 100,000 shares of common stock.

As of December 31, 2009, CH Energy Group had stetions outstanding, which were issued under ti@®Xlan, as well as
performance shares, restricted shares and redtstiiek units outstanding, which were issued uilie2006 Plan.

Stock Options

The following table summarizes information concegnstock options granted through December 31, 2009:

Weighted
Number of Number of Average Number of
Exercise Options Options Remaining Options
Date of Gran Price Granted Outstandin¢  Life in Years Exercisable
January 1, 200 $ 31.9¢ 30,30( - - -
January 1, 200 $ 44.0¢ 59,90( 18,56( 1.0C 18,56(
January 1, 200 $ 48.62 36,90( 17,42( 3.0C 17,42(

127,10( 35,98( 1.97 35,98(
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All options were fully vested as of December 31020 The fair market values per option of CH Ene&rgup stock options granted
2003, 2001, and 2000 are $6.51, $4.41, and $4ed6ectively. These fair market values were es@ithas of the date of grant using the Black-
Scholes option pricing model with the following whted average assumptions:

2003 2001 2000
Risk-free interest rat 4.4(% 4.7&% 6.3€%
Expected life- in years 10 5 5
Expected stock volatilit 17.5% 20.06% 15.5%%
Dividend yield 4.4% 5.4% 5.4%

A summary of the status of stock options awardeskgcutives and non-employee Directors of CH En&gyup and its subsidiaries
under the 2000 Plan is as follows:

Weighted
Weighted Average
Stock Optior Average Remaining Life
Exercise
Shares Price in Years
Outstanding at 12/31/C 40,30( $ 46.0¢ 3.91
Granted - -
Exercisec 4,32( 44.2;
Expired / Forfeitec - -
Outstanding a12/31/09 35,98( $ 46.2 1.97

Total CH Energy Group Shares Outstan 15,804,56
Potential Dilutior 0.2%

Compensation expense related to stock optiondéoyears ended December 31, 2009, 2008 and 200rMovasaterial. The balance
accrued for outstanding options was $0.1 milliomBBecember 31, 2009 and 2008. The intrinsic @alfioutstanding options was not mate
as of December 31, 2009 and 2008.

Performance Shares

A summary of the status of performance shares ggaot executives under the 2006 Plan is as follows:

Performance Shart

Grant Date Performance Shar Outstanding a
Grant Date Fair Value Granted December 31, 200
January 25, 200 $ 50.5¢ 21,33( 19,38(
January 24, 200 $ 35.7¢ 33,44( 31,90(
January 26, 200 $ 49.2¢ 36,73( 36,73(

The ultimate number of shares earned under thedswsubased on metrics established by the Compensabmmittee at the
beginning of the award cycle. Compensation expensecorded as performance shares are earnedhaveglevant three-year life of the
performance share grant prior to its award. Th#igoof the compensation expense related to arlarae who retires during the performance
period is the amount recognized up to the datetoement.
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On May 1, 2009, performance shares earned as aril@er 31, 2008 for the award cycle with a grane détApril 25, 2006 were
issued to participants. Those recipients eleativigfo defer this compensation under the CH En@pup Directors and Executives Deferred
Compensation Plan received shares issued from @rgirisroup's treasury stock. A total of 4,560 ekavere issued from CH Energy
Group's treasury stock on May 1, 2009. Additionadlue to the retirement of one of Central Hudserkcutive officers on January 1, 2009, a
pro-rated number of shares under the January &, @0d January 24, 2008 grants were paid to thigidual on July 2, 2009. An additional
294 shares were issued from CH Energy Group'surngasock on this date in satisfaction of theserdaa
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The total compensation expense recognized for padince shares was $1.1 million for the year endaeckehber 31, 2009, $0.5
million for the year ended December 31, 2008, &8 #illion for the year ended December 31, 2007.

The determination of compensation expense for padace shares in prior years was based on theftise binomial method, which
reflected the following assumptions:

For the year ended December

31,
2008 2007

Stock price $ 51.3¢ $ 44.5¢
Dividend yield 4.2% 4.8%
Performance period (in yeal 3 3
Risk-free rates of returr

One yeal 0.37% 3.34%

Two year 0.7¢% 3.05%

Three yea 1.00% 3.07%

Other considerations in the determination of corspéon expense for performance shares includedrt@ price for each individual
grant, estimated forfeitures, and historical petiteperformance rank.

Commencing in 2009, CH Energy Group ceased uslrig@anial model and recorded compensation expenggefformance shares
based on the fair value of the awards at the emédaih reporting period. This fair value is deterai based on the shares' current market value
at the end of each reporting period, estimatecefnfes for each grant, expected payout basedstoriwal performance in accordance with the
defined metrics of each grant, and the time elapstdn each grant's performance period.
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