

New York State - Energy Efficiency Portfolio Standard

Working Group 2 – Program Summaries



Program Name: Steam Efficiency Program                                       

Working Group Contact: Lou Cedrone

Administering Entity:Con Edison

Targeted Sector:  SC-2 and SC-3 customers

	  Funding years
	Funding Source
	Total Budget

(Millions)
	Cumulative Funds 

Spent (Millions)
	Current Annual

Expenditures  (Year

Millions)
	Energy Savings
	Demand Savings

	
	
	
	
	
	Cumulative

(MWh)
	Current Annual

(MWh)
	Cumulative System Coincident Load Reduction 

(MW)
	Current System Coincident Load Reduction 

(MW)
	Total Resource Cost (TRC) Results*

	n/a
	Cost Recovered 


	n/a
	.


	n/a
	We estimate that this program will reduce steam consumption by 220,000 Mlb through 2011
	n/a
	n/a
	n/a
	See page 20 of rate case testimony attached
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* Or similar measure performance (e.g. TMET). Include description of cost test(s), identify if the analysis is retrospective or prospective and include any reference or links to on-line documents on evaluation as appropriate.

Program Description (include links to on-line documents as appropriate):

We will market this program to encourage customers to implement steam efficiency measures at their locations.  The customers will be partially reimbursed by Con Edison for the completed installation work up to a facility cap.  Measures that are found to cost more than the resource benefit will not be reimbursed.

Relationship to Staff Preliminary Proposal:

n/a
Current status (include statement on where this program is in its life cycle/MT timeline, current trends, )

The Company proposed this program iin its  Steam rate filing on November 2, 2007. 

Barriers, challenges, gaps:

TBD *

Ramp-up potential, limitations, where help is needed to fulfill potential:

TBD

Co-benefits (e.g. environmental, health & safety, economic development):

TBD

Other issues/considerations
Program Name: Condensate Reuse Program

Working Group Contact:

Program Name: Steam Efficiency Program                                       

Working Group Contact: Lou Cedrone

Administering Entity:Con Edison

Targeted Sector:  SC-2 and SC-3 customers

	  Funding years
	Funding Source
	Total Budget

(Millions)
	Cumulative Funds Spent (Millions)
	Current Annual

Expenditures  (Year

Millions)
	Energy Savings
	Demand Savings

	
	
	
	
	
	Cumulative

(MWh)
	Current Annual

(MWh)
	Cumulative System Coincident Load Reduction 

(MW)
	Current System Coincident Load Reduction 

(MW)
	Total Resource Cost (TRC) Results*

	n/a
	Cost Recovered 


	n/a
	
	n/a
	We estimate that this program will reduce steam consumption by 63,668 Mlb through 2011.  


	n/a
	n/a
	n/a
	See page 20 of rate case testimony attached
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* Or similar measure performance (e.g. TMET). Include description of cost test(s), identify if the analysis is retrospective or prospective and include any reference or links to on-line documents on evaluation as appropriate.

Program Description (include links to on-line documents as appropriate):

For the condensate heat recovery program, Con Edison will allocate funding and issue an RFP to help customers offset the cost of installation of condensate heat recovery systems.  These systems will be comprised of a heat exchanger to recover heat from condensate for domestic water preheating, fresh air preheating, and/or circulating hot water preheating.  Customers will submit proposals to Con Edison for system installation.   

Relationship to Staff Preliminary Proposal:

n/a
Current status (include statement on where this program is in its life cycle/MT timeline, current trends, )

The Company proposed this program in its Steam rate filing on November 2, 2007. 
Barriers, challenges, gaps:

TBD *

Ramp-up potential, limitations, where help is needed to fulfill potential:

Co-benefits (e.g. environmental, health & safety, economic development):

Other issues/considerations:

Program Name: Steam Demand Reduction Program

Working Group Contact: Lou Cedrone

Administering Entity:Con Edison

Targeted Sector:  SC-2 and SC-3 demand billed customers

	  Funding years
	Funding Source
	Total Budget

(Millions)
	Cumulative Funds Spent (Millions)
	Current Annual

Expenditures  (Year

Millions)
	Energy Savings
	Demand Savings

	
	
	
	
	
	Cumulative

(MWh)
	Current Annual

(MWh)
	Cumulative System Coincident Load Reduction 

(MW)
	Current System Coincident Load Reduction 

(MW)
	Total Resource Cost (TRC) Results*

	n/a
	Cost Recovered 


	n/a
	
	n/a
	We estimate that this program will reduce steam demand by 36 Mlb/hr through 2011. 


	n/a
	n/a
	n/a
	See page 20 of rate case testimony attached
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* Or similar measure performance (e.g. TMET). Include description of cost test(s), identify if the analysis is retrospective or prospective and include any reference or links to on-line documents on evaluation as appropriate.

Program Description (include links to on-line documents as appropriate):

Con Edison will solicit proposals from customers on what they can do to reduce their peak demand.  As part of the solicitation, Con Edison will provide information on the Storage of Thermal Energy in Existing Mechanical Systems (STEEMs) demand reduction technique.  Peak demand savings will be calculated, and incentives will be paid based on the amount of demonstrated demand reduction.  Any permanent demand savings that arise from efficiency measures will not be included in the calculation of load curtailment savings. 

Relationship to Staff Preliminary Proposal:

n/a
Current status (include statement on where this program is in its life cycle/MT timeline, current trends, )

The Company proposed this program in its  Steam rate filing on November 2, 2007. 
Barriers, challenges, gaps:

TBD *

Ramp-up potential, limitations, where help is needed to fulfill potential:

Co-benefits (e.g. environmental, health & safety, economic development):

Other issues/considerations:

Program Name: Steam Air Conditioning Rebate Program

Working Group Contact: Lou Cedrone

Administering Entity: NYSERDA

Targeted Sector:  SC-2 and SC-3 customers

	  Funding years
	Funding Source
	Total Budget

(Millions)
	Cumulative Funds Spent (Millions)
	Current Annual

Expenditures  (Year

Millions)
	Energy Savings
	Demand Savings

	
	
	
	
	
	Cumulative

(MWh)
	Current Annual

(MWh)
	Cumulative System Coincident Load Reduction 

(MW)
	Current System Coincident Load Reduction 

(MW)
	Total Resource Cost (TRC) Results*

	
	Cost Recovered 


	
	
	
	We estimate that this program will reduce electric peak demand by 20 MW through 2011..


	
	
	
	Provided by NYSERDA 


* Or similar measure performance (e.g. TMET). Include description of cost test(s), identify if the analysis is retrospective or prospective and include any reference or links to on-line documents on evaluation as appropriate.

Program Description (include links to on-line documents as appropriate):

The program is part of an overall electric demand side management program.  The goal is to achieve as much demand reduction as practical through electric-to-steam conversions (full steam A/C and hybrid); new construction (full steam A/C and hybrid); and steam-to-steam retention. 

Relationship to Staff Preliminary Proposal:

n/a
Current status (include statement on where this program is in its life cycle/MT timeline, current trends, projections, whether the program is over/under/fully subscribed, customers served)

Presently resides in NYSERDA portfolio

Barriers, challenges, gaps:

TBD *

Ramp-up potential, limitations, where help is needed to fulfill potential:

Co-benefits (e.g. environmental, health & safety, economic development):

Other issues/considerations:
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PATRI CK WHEELER - STEAM

Pl ease state your name and busi ness address.

My name is Patrick Weel er and ny business address is
Consol i dat ed Edi son Conpany of New York, Inc. (“Con

Edi son"), 4 Irving Place, New York, New York 10003.
What is your present title at Con Edi son?

| amthe Departnment Manager of Steam Operations'

Busi ness Services & Operations Planning.

Pl ease state your educational and professional

backgr ound.

| graduated fromthe New Jersey Institute of Technol ogy

with a Bachel or of Science degree in Mechani cal

Engi neering. | also received a Master of Business
Adm ni stration degree fromDrexel University. | joined
Con Edison in 1984. Since then, | have held various

managenent positions of increasing responsibility

w t hin the Conpany, including corporate comrunications,
corporate planning, human resources, and custoner
service. In April 2006, | assunmed ny present position
as the Departnment Manager of Steam Operations' Business
Services & Operations Planning.

What are your current responsibilities?

| amthe Departnment Manager of Con Edison’s Steam
Operations' Business Services & Operations Planning,

whi ch includes busi ness devel opnent, custoner service,
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PATRI CK WHEELER - STEAM

communi cati ons, and operations planning.

What is the purpose of your testinony?

The purpose of ny testinony is to discuss: (1) the
status of Con Edison's Steam Business Devel opnent ( SBD)
sal es pronotion neasures, including inplenentation of
the 2005 SBD Pl an Action Itens; (2) efforts to pronote
steam cooling and hybrid chillers; (3) energy
efficiency and peak | oad reduction prograns for
custoners; (4) proposed changes to the current Steam
Tariff; (5) an advertising canpaign to pronote steam
heati ng and cooling; (6) changes to the Negotiated Fuel
Cost Program (7) the reinstatenent of an 80/20
recovery nechani smfor new negoti ated agreenents for
steam servi ce discounts; and (8) the elimnation of
performance netrics for SBD activities.

STEAM BUSI NESS DEVELOPMENT SALES PROMOTI ON MEASURES

Pl ease descri be Con Edison's Steam Business Devel opnent
sal es pronotion neasures.

Con Edison's SBD group is fully staffed with nine

mar keti ng and technical experts. Over the past two
years, this group has devel oped and is inplenenting a
sal es and marketing programto acquire new accounts,
devel op the value of existing accounts, and retain

val uabl e accounts against rivals. The conponents of
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PATRI CK WHEELER - STEAM

this sales and marketing program are:

The devel opment of a strong "val ue proposition” for
the use of district steamfor heating and cooling

| arge commercial and residential properties,

i ncl uding steam as an environnental ly sound resource
that will help the City to achieve its carbon

di oxi de em ssion reduction goals. This value
proposition includes reliability, ease of
operations, capital cost avoidance, risk mtigation
(e.g., avoiding hazardous material storage and
handl i ng, fuel deliveries, and on-site em ssion
responsibility), space efficiency, cleanliness, and
peak el ectric load reduction (steamcooling systens
benefit both the electric systemand an individual
building's internal electrical system. The value
proposition is consistently presented to custoners
and their representatives during sales calls,

t el ephone conversations, and e-mail contacts; during
presentations at industry and conpany sem nars; and
i n advertising, brochures, and other narketing
conmmuni cat i ons.

The inmplenentation of a formalized sal es process,
whi ch includes (1) prospecting and qualifying | eads;

(2) informng architects, engineers, devel opers, and
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PATRI CK WHEELER - STEAM

ot her influencers of energy decisions of the
benefits of district steam (3) retaining and
expandi ng business with our |argest existing
accounts; (4) submtting proposals and arrangi ng
sal es presentations to attract new business; and (5)
I mprovi ng the coordination of custoner service for
new busi ness connections. As part of this process,
designated SBD staff nenbers nonitor real estate
activity within the steamfootprint to identify
potenti al steam business | eads. W conduct sales
presentations for new steam heating and/or cooling
busi ness and neet frequently wth key deci sion
makers anmong our top 450 accounts to identify

cust omer expansion opportunities.

The institution of a'steam account manager™ program
t hat provides each of our |argest accounts wth a
single point of contact to address any issues
regardi ng steam service. For major building
portfolio managers, we have teamed a steam account
manager with a corporate account executive to
provi de maj or custoners with enhanced custoner
service. As part of our custonmer contact

procedures, our steam account nanagers conplete a

custonmer data sheet to update information about
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PATRI CK WHEELER - STEAM

customers' properties, equipnent, and future plans.
Al'l custonmer and prospect information is entered
Into our account managenent system for access by SBD
staff and others in Steam Operations. This is the
account managenment systemthat was installed as part

of the inplenentation of the 2005 SBD Pl an.

The inplenentation of a programto identify "at

ri sk" steam business for retention efforts. For
custonmers who denonstrate that they have viable
alternatives (i.e., leaving the steam system or
repl aci ng steam cooling equi pment with electric), we
provide themw th a conpetitive analysis
denonstrating the econom c benefits of district
steam and, where appropriate, offer themrate

I ncentives. For steam cooling business, we have
worked with the New York State Energy Research and
Devel opnment Authority (NYSERDA) to provide

I ncentives for steamcooling installations.

What ot her neasures has the SBD group taken?
In addition to the business attraction and retention
activities described above, the SBD staff inplenented

several other prograns:

Conduct ed energy audits for 30 sel ected custoners.

The objective of this programis to distribute a
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PATRI CK WHEELER - STEAM

"best practices™ steamefficiency report to al

steam custoners. The initial set of reconmmendations
for heating custoners is posted on the Con Edi son
Steam Wb site at
www.coned.com/steam/ms_operationaltips.asp. The
best practices report for heating and cooling

custonmers w |l be conpleted by Decenber 2007.

Devel oped a steam demand reduction technique,
Storage of Thermal Energy in Existing Mechani cal
systens (STEEMs), which involves using stored
thermal energy in buildings to shift or reduce
custonmers' steampeak. This technique has been
tested at two locations. A nunber of demand
custoners have expressed interest in inplenmenting
STEEMs to reduce their peak demand.

Conpl eted a pilot program GCeneral Voluntary Demand
Reduction Program (GVDRP), to identify effective
demand reduction techni ques for custoners. These
techni ques are posted on the Con Edi son Steam Wb
site, http://ww.coned. conf steam kc_sdrt.asp, and
have been presented at custoner semni nars.
Establ i shed an advi sory group of customers,

devel opers, vendors, engineers, architects, and

other interested parties. The purpose of the group
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PATRI CK WHEELER - STEAM

was to provide input and feedback on issues
associated with the installation and use of steam

cooling and hybrid chiller systens.

e Wrked with the U S Environnental Protection Agency
and U.S. Green Buildings Council to gain Leadership
i n Energy and Environnental Design (LEED)
recognition for district steamas an environnental |y
friendly product. W are working with several
custoners and their representatives to help their
bui | di ngs achi eve LEED- Exi sting Buil di ng ( EB)
certification. One of these custoners received a
LEED I nnovation Credit for installing a steam

m cr ot ur bi ne.

e Installed a steamm croturbine at our 74th Street
Station as a denonstration project. W wll pronote
this technology to our maj or steam custoners and
their representatives.

What progress have you nmade in inplenenting the

recommendat i ons of the 2005 St eam Busi ness Devel opnment

Pl an?

As part of the 2004 Steam Rate plan, a task force of

I ndustry and governnent representatives devel oped a

St eam Busi ness Devel opnent Plan (SBD Pl an), which was

filed in August 2005. As of Septenber 30, 2007, 17 of
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PATRI CK WHEELER - STEAM

the 19 SBD action itens have been conpleted. These

i nclude, but are not limted to:

e Purchased and i npl enented a conprehensive custoner
account managenent system which is the central

source of all custoner and prospect data.

e Devel oped and inplenented a resource plan to
identify the staffing requirenents of the SBD group,
the skills required for the positions, and the

systens required to support the staff.

e Devel oped and inpl enmented a targeted marketing plan,
i ncluding direct marketing, pronotional brochures,

and print adverti sing.

e |nstalled demand neters and will comrence denand

billing in Decenber 2007.

e Conpleted the steam margi nal cost study (this study
Is being filed with the Coomssion's Records Access
O ficer because the Conpany's marginal cost is
confidential).

There are two action itens remai ning on which the

Conpany continues to work. They concern the need for

| nproved steamto-steamand el ectric-to-steamchiller

i ncentives and a project to determ ne how steam

condensate reuse could be used by custoners.

What st eam busi ness opportunities does the Conpany have

-8~
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PATRI CK WHEELER - STEAM

as a result of the SBD neasures described?
We currently have custoners representing nore than
630, 000 M1b of additional sales committed to the steam
system over the next three years (included in the sales
forecast), and we are working on other new business
opportunities. The SBD Group is working on turning
t hese opportunities into comm tnents by mai ntaining
good rel ati onships with engi neers, architects,
devel opers, vendors, and ot her energy decision nmakers,
and providing themw th information on availability of
service, pricing, and the benefits of district steam
In fact, in focus group sessions conducted with
architects, engineers, devel opers, and chief engineers,
partici pants expressed favorabl e opinions of Con
Edison’s steam custonmer service, repair service, and
emer gency response. This information was included in a
report on the focus group sessions filed with the
Comm ssion's Director of the Ofice of Consuner
Servi ces on June 28, 2007.

STEAM COOLI NG AND HYBRI D CHI LLERS
What neasures is the Conpany taking to retain its steam
cool i ng customers?
Ret ai ni ng exi sting steamcooling custoners is a

chal l enge for Con Edison. Through the use of NYSERDA
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PATRI CK WHEELER - STEAM

i ncentives and rate di scounts, we have nanaged to
retain nore than 50,000 tons of steam cooling | oad over
the past three years (2004-2006). In order to retain
steam cool i ng business, we identify those existing
steam custoners that have cooling equi pnent approaching
the end of its useful life. For those customers, we
address any concerns they may have with steam

technol ogy and costs in order to nmaintain continued
service. W provide assistance to these custoners to
hel p them avail thenselves of all possible financial

I ncentives for full steamcooling replacenent.

In addition, our approach includes a fall back position
of hybrid cooling wherever custoner-driven econom cs
warrant this alternative. It should be noted that both
steamto-steamrepl acement and hybrid chiller
instal l ations do not generally result in increased

sal es. New steam cooling equipnment is nore efficient
than existing equi pment and hybrid steamchillers would
use steam during peak el ectric demand hours only.

What nmeasures is the Conpany taking to attract new

st eam cool i ng busi ness?

Because of the installation and operating cost

di sadvant age that steamcooling has relative to

electric cooling, in recent years only one mgj or

-10-
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PATRI CK WHEELER - STEAM

custoner has installed steamcooling as part of a
hybrid chiller plant in a new building. The incentives
provi ded by NYSERDA and Con Edi son are not | arge enough
to overcone these cost differentials. W target our
maj or "heating only" custoners that have electric
cool i ng equi pnent near the end of life to nake
proposals for hybrid cooling. During the past year, we
made 12 proposals to the nost viable candidates for
hybrid cooling. To date, none of the candi dates have
installed steamcooling. W continue to follow up wth
t hese custoners.

What have NYSERDA incentives done to hel p your steam
cool ing pronotion?

W work with NYSERDA to provide incentives for steam
cooling installations. In our discussions wth
NYSERDA, we have indicated that increased incentives
for both the avoided kW and project cap (the maxi num

al l owabl e incentive for a project) are needed to make
steamcooling conpetitive with electric. NYSERDA

I ncentives only partially offset the capital costs of
steamchiller installations, and operating cost

I ncentives are not available in any progranms from
NYSERDA. | have prepared an exhibit indicating the

operating cost differential between steamand el ectric

~-11-
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PATRI CK WHEELER - STEAM

cool i ng.
Is the exhibit to which you refer entitled " Operating
Cost Differential, Steamvs. Electric Cooling"?
Yes, it is.

MARK FOR | DENTI FI CATION AS EXHIBIT _ (PW1)
Was this exhibit prepared under your direction or
super vi si on?
Yes, it was.
What is Con Edison doing to offset the operating cost
differential ?
W offer a discount on summer steam service that we are
proposing to continue. W are also working with the
City of New York to devel op progranms to offset the
operating cost differential between steamand el ectric
cooling. W have had ongoi ng discussions to create a
steamincentive programthat would provide a rate
di scount to participants who install and operate steam
chillers. This would be simlar to the Qty's existing
Energy Cost Savings Program (ECSP), a discount provided
by the City to gas and electric customers.
ENERGY EFFI Cl ENCY AND PEAK LOAD REDUCTI ON PROGRANS
What is the Conpany's policy related to steam energy
efficiency and demand reducti on?

The Conpany believes that cost-effective energy

-12-
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PATRI CK WHEELER - STEAM

efficiency and demand reduction prograns for steam can
provide for customers' needs and, in line with the
State's and Aty's efficiency goals, provide inportant
environmental benefits. They will help reduce fossil-
fuel generation em ssions, such as CO,, which
contributes to gl obal warm ng, and nitrogen oxides,

whi ch contribute to snog.

There is now, nore than ever, heightened concern over
the environmental inpacts of electric and steam
generation due in part to increased concern over globa
climate change. It is New York State and New York City
policy to pursue cost-effective energy efficiency and
demand reduction nmeasures in order to reduce the
environnmental inpacts of electricity and steam
gener ati on.

What energy efficiency and peak | oad reduction prograns
are you proposi ng?

We are proposing three prograns: (1) a steam energy
efficiency program (2) a condensate heat recovery
program and (3) a steam demand reduction program In
the new steam energy efficiency program the target is
to reduce steam consunption by approxi mately 220, 000

M b per year in the year following rate year 3. This

will also result in a reduction in peak demand of

-13-
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PATRI CK WHEELER - STEAM

approxi mately 25 Mlb/hr. |In the condensate heat
recovery program the target is to reduce steam
consunption by approximately 64,000 Mb per year in the
year following rate year 3. This will also result in a
reduction in peak demand of approximately 7 Mlb/hr. 1In
t he new demand reduction program the target is to
obtain 36 Mlb/hr of demand reduction in rate years 2
and 3. | have prepared a series of exhibits, each with
a separate worksheet, indicating savings in
consunption, reductions in peak demand, costs of the
program and incentives for custonmers and the Conpany
for each of the prograns.
Are the exhibits to which you refer entitled " Steam
Energy Efficiency and Demand Reduction Prograns™?
Yes, they are.

MARK FOR | DENTI FI CATION AS EXH BIT __ (PW2)
Can you descri be program#1, the steam energy
efficiency progranf
The focus of the programw || be to pronote inproved
steam use efficiency. Using SBD resources, we wl|
mar ket the program and enroll custonmers to participate
by inplementing steamefficiency nmeasures at their
facilities. W plan to establish agreenents with

custoners to reinburse themfor the installation of

-14-
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PATRI CK WHEELER - STEAM

approved energy efficiency neasures. Sone of the
measures wi |l include insulating pipes and val ves,
testing and replacing steamtraps, and repairing steam
| eaks. Replacenent of inefficient steamchillers wth
nore efficient steamchillers is not included in this
program since existing incentives from NYSERDA and Con
Edi son address this issue and were di scussed
previously.

I nterested customers would hire an auditor to prepare
an audit report for subm ssion to Con Edi son for
approval. The report would identify a detail ed scope
of work, estimated installation costs and consunption
savings of all neasures, as well as assunptions used in
cal cul ati ng consunpti on savings. Upon review ng the
report, Con Edison will performa pre-installation

i nspection to confirmthe described conditions.

Based on the findings in the approved audit report, Con
Edi son woul d execute an agreenent with the custoner.
After a successful post-installation inspection, Con
Edi son woul d pay the | owest of the follow ng three
factors:

1. 50% of the total submtted contractor invoices.

2. A facility cap of $80, 000.

3. The product of $24/Mlb and the annual M b saved.

-15-
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PATRI CK WHEELER - STEAM

(The $24/M1lb represents half of the average

installation cost, as calculated in the site

specific energy audit reports that were prepared

as a result of the energy audit program)
Have you prepared an exhi bit show ng how the incentive
from Con Edi son woul d be cal cul ated, entitled " Custoner
I ncentive Cal cul ation™?
Yes, | have.

MARK FOR | DENTI FI CATION AS EXH BI' T _ (PW2A)
W1l the custoner be responsible for hiring the
contractor and inplenenting the efficiency neasures?
Yes, the custoner will be responsible for hiring a
contractor to install and/or inplenment energy
efficiency neasures.
Have you prepared an exhibit indicating the estinmated
consunpti on savings, programcosts, and incentives for
the steamenergy efficiency program entitled " Steam
Energy Efficiency Progrant?
Yes, | have.
MARK FOR | DENTI FI CATION AS EXHIBIT _ (PW-2B)

Can you descri be program #2, the condensate heat
recovery progranf
For the condensate heat recovery program Con Edi son

woul d al l ocate funding and i ssue a Request for Proposa

-1l6-
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PATRI CK WHEELER - STEAM

(RFP) to SC-2 and SC-3 custoners to help them offset

the cost of installation of condensate heat recovery

systenms. These systens woul d be conprised of a heat

exchanger to recover heat from condensate for donmestic

wat er preheating, fresh air preheating, and/or

circulating hot water preheating. Custoners who have

an opportunity for condensate heat recovery, whether an

addi tional or new system would submt proposals to Con

Edi son for a systeminstallation. The proposals woul d

i ncl ude:

e sinple block diagram

e sequence of operation

e capacities of mmjor equipnent

e estimated annual steam savings, including
assunpti ons used

installation cost estinmate

schedul e of work

Upon review ng the proposal, Con Edi son would performa
pre-installation inspection. After executing an
agreenment with Con Edison, the custoner would hire a
contractor to install the system After a post-
Installation inspection, Con Edi son woul d pay the

| onest of the follow ng three factors:

1. 50% of the total submitted contractor invoices.
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2. A facility cap of $60, 000.

3. A product of $41/Mlb and the annual M b saved.
(The $41/M1b represents half of the average
installation cost, as calculated in the site
specific energy audit reports that were prepared
as a result of the energy audit program)

The actual reinbursenent would be cal cul ated and i ssued

after the custoner submts all the invoices to Con

Edi son and Con Edi son conpl etes a post-inspection.

Fundi ng woul d be awarded on a first conme, first serve

basi s.

Have you prepared an exhibit indicating the estinmated

consunption savings, programcosts, and incentives for

t he condensate heat recovery program entitled

" Condensat e Heat Recovery Prograni' ?

Yes, | have.

MARK FOR | DENTI FI CATION AS EXHI BIT _ (PW 20

Pl ease describe program #3, the steam demand reducti on

program

For the steam demand reduction program Con Edi son

woul d solicit proposals fromcustoners on what they can

do to reduce their winter peak demand. As part of the
solicitation, Con Edison would provide information on

Its Storage of Thermal Energy in Existing Mechani cal
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PATRI CK WHEELER - STEAM

Systens (STEEMs) program Participants woul d be

sel ected based on the quality and feasibility of their
proposed on- peak demand reducti on nmeasures.

Pl ease describe how this programw ||l work, once the
partici pants have been identified.

The program which is open to demand-billed custoners

only, would work as foll ows:

Partici pants would be contacted during selected cold
weat her days and requested to inplenent their demand

reducti on neasures.

The nunber of occurrences per winter is estimated to be
five, but the actual nunmber nmay vary dependi ng on the

nunber of very cold days.

The participating custonmers will be paid $150 for each
Mb that they avoid for each hour from6 am to 11
a.m, Mndays through Fridays, on the day of an
occurrence.

Con Edison will calculate a participant's demand
reduction by conparing their demand profile during the
occurrence wth a "baseline” demand profile at a

simlar tenperature day.

Any permanent demand savings that arise fromefficiency
measures (such as trap replacenents and new i nsul ati on)

woul d not be included in the cal cul ati on of | oad

-~19-
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curtail ment savings.
Have you prepared an exhibit indicating the estimted
peak demand reduction, programcosts, and incentives
for the steam demand reduction program entitled " Steam
Demand Reduction Progran'?
Yes, | have.

MARK FOR | DENTI FI CATION AS EXHIBIT _ (PW 2D)
What woul d be the basis for the incentives that you
will pay to custoners under the steamenergy efficiency
and condensate heat recovery prograns?
The incentives paid to custoners nust pass a Total
Resource Cost Test, neaning that the resource benefit
of these prograns nmust exceed the resource cost. The
resource benefit for the energy efficiency and the
condensat e heat recovery prograns woul d be based on the
assunption that the useful life of the energy
efficiency neasures is 10 years. The resource benefit,
based on the 10-year net present value of the sum of
the estimated fuel savings, water and chem cal savings,
and the margi nal capacity cost savings, is estimated to
be $125 per annual Mb saved. Efficiency measures with
costs that exceed this figure in either programw ||
not qualify for any incentives. The termof 10 years

was used because it is a conservative estinate for the

-20-





10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

PATRI CK WHEELER - STEAM

expected useful life of the energy efficiency neasures.
What wi Il be the basis for the incentives that you wll
pay to custoners under the steam demand reduction

progr anf?

The resource benefit of the steam denmand reduction
program woul d be based on the margi nal capacity cost
savings, including incremental property taxes and O&M
cost savings. Any incentive paid to a custonmer will be
| ess than the narginal capacity cost.

What incentives to the Conpany are you proposing?

| am proposing an incentive of 20% of net resource
benefits for the savings achieved, up to the total
target of 284,000 Mb (the energy efficiency and
condensate heat recovery prograns). After achieving
the target, the incentive would be 30% of net resource
benefits for the savings achieved in excess of the
284,000 M b target. The Conmpany w |l cal cul ate the net
resource benefit for a specific custoner installation
after the installation is conplete.

How woul d the program costs for all these prograns be
recovered, including the incentives to the Conpany?

Al'l programcosts not recovered in rates, inclusive of
I ncentives paid to custoners, and incentives earned by

the Conpany for the steam energy efficiency, condensate
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heat recovery, and steam demand reduction prograns,
woul d be recovered through the steam fuel adjustnent
clause (FAC) as they are incurred. W estinmate that
the total cost of the progranms charged to the FAC will
be approximately $12.7 mllion through Rate Year 3,
with a total programcap of $13.5 nmillion.
Have you prepared an exhibit indicating the total
estimated expenses for all three prograns to be applied
to the FAC, entitled "Estimated Charges to the FAC'?
Yes, | have.

MARK FOR | DENTI FI CATION AS EXHI BIT _ (PW 2E)
Are there any other financial neasures that the Conpany
I S proposi ng?
Yes. As described in the testinony of Conpany w t ness
Rasnmussen, the Company is proposing a Steam Revenue
Adj ust mrent Mechani sm (SRAM to elimnate any potenti al
financial disincentive the Conpany may have to
I mpl emrent energy efficiency prograns.

TARI FF CHANGES

| s the Conpany proposing any nodifications to its Steam
Tariff?
We are proposing the follow ng changes to our tariff:
(i) adding a charge of $900 per instance for replacing

damaged neters and associ ated equi pnent to encourage
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PATRI CK WHEELER - STEAM

custoners to take proper care of their steamneters and
meter area. This is the estimated | abor cost for
replacing and repairing a typical steamneter and
associ ated equi pnent; (ii) adding a dishonored check
fee of $12, simlar to our electric and gas tariffs;
(iii) elimnating the summer period in R der E, Leaf
13Aa, (Negotiated Steam Fuel Cost Progran) because,
while the winter programhas had custoner interest, the
| ow participation in the summer program does not
justify the continuation of this program (see page 26);
(iv) adding | anguage to the Custonmer Prepaynents, Leaf
4 and 4-A, which may require retroactive payments from
custoners who the Conpany determ nes, subsequent to
extendi ng or reinforcing the Company’s mains or
installing a steam service, did not provide sufficient
revenue within two years to justify the expenditure

i nvol ved; (v) elimnating the Leases of Boiler

Equi prent, Leaf sections 7, 8, 9, 10 and 19 (and table
of contents Leaf Nos. 2 and 2A) because t he Conpany
does not intend to | ease customer boilers to provide
suppl emental steam | oad; and (vi) changing Leaf No. 7-

G, 1-D, as follows:

e Change the nane from"Steam Repair Service" to

"Steam Repairs and O her Services" so that custoners

-23-
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may be charged tariffed rates for other custoner-

request ed services;

e Elimnate the line itens "replace 300 # flange val ve

(greater than 4")" and "repair gasket (1" to 16")”
to instead assess custoner specific charges (on the

basis of the materials and | abor charges identified
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in the tariff) since material costs can vary w dely

dependi ng on the size of a flange valve or gasket;

e Add a paragraph that states: ™A Custonmer who wants
to obtain pulse signals fromthe Conpany's demand
nmeter will be charged based on the above Materials
and Labor charges for the Conpany to inspect the
custoner's equi pnment for conpliance with the
Conpany' s specifications, and, if approved by the
Conpany, to interconnect that equipnent to the
Company’s flow conputer that is attached to the
meter."

I s the Conpany reconmendi ng any ot her changes?

Yes. The Conpany is proposing tariff changes to extend

the period for accepting applications fromSC 2 and 3
custonmers installing a new or replacenment steamair-
condi tioning systemunder the current air-conditioning

i ncentive program This program provides a $2.00 per

M b di scount off base rates for steamused in excess of

-24-
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PATRI CK WHEELER - STEAM

the first 250 Mb for SC 2 and in excess of the first
50 Mb for SC 3 in each nonthly billing period during
t he summer nmonths of May to Cctober. The proposed
extension is through Septenber 30, 2009. 1In the
context of a nmulti-year plan, we would provide a
further extension through the last day of the rate
plan. This extension will enable the Conpany to
continue to pronote steamair conditioning.
Are you proposing to update the costs of providing
various existing services?
Not at this tinme. These charges may need to be updated
to reflect the current costs of providing these
services. W are conducting studies of |abor,
materials, and other costs to determine if these
charges need to be updated. During the course of this
proceedi ng, we will update these charges, if necessary.
ADVERTI SI NG CAMPAI GN
Do you plan to expand your advertising canpaign to
pronote steam heating and cool i ng?
To support the business devel opment activities
described in this testinmony, we plan to expand the
exi sting advertising canpaign to strengthen the brand
recognition of Con Edison’s steamservice. This print

and out - of - hone advertising canpaign (i.e., newspapers,
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PATRI CK WHEELER - STEAM

magazi nes, tel ephone kiosks, and posters) wll pronote
steam heating and cooling for |arge comercial and
hi gh-rise residential properties in Manhattan. The
canpaign will pronote the many advantages of Con Edi son
steam (reliable, clean, easy to operate, space saving,
etc.) to position it as the energy of choice for the
target audience. The target audience will include
architects, engineers, devel opers, property owners, and
bui | di ng managers. The nedia activity wll be planned
t hroughout the year, starting in the fall 2008, to
provi de continual support for SBD staff in the field.
What is the cost of this advertising canpaign?
The cost of this advertising campaign is $500, 000 per
year, which includes $415,000 for nmedia and $85, 000 for
creative devel opment and production. | have prepared
an exhibit indicating the nedia plan and budget for the
proposed advertising canmpaign entitled " Steam
Advertising Canpaign."”

MARK FOR | DENTI FI CATI ON AS EXHI BI' T (PW-3)

NEGOTI ATED STEAM FUEL COST PROGRAM

Pl ease describe the Conpany's Negoti ated Steam Fue
Cost program
Pursuant to the 2004 Steam Rate Pl an, the Conpany

I mpl emented a Negotiated Steam Fuel Cost Program under
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Rider EE W offer fixed fuel adjustnent prices based
upon financial hedges obtained in the natural gas
markets. Vol unmes covered under Rider E were limted to
50% of the previous two years nonthly average
consunption for each nonth. Based on discussions wth
program participants and other parties, the vol une
coverage was increased to 60% prior to the 2006/2007

w nter period. The purpose of this program as set
forth in the Steam Tariff (Leaf No. 13-A), is to
provi de an opportunity for custoners to mtigate
volatility for their budgeting purposes.

Pl ease describe the programactivity thus far.

W have offered the programduring three wnter periods
from Decenber through March (2004/2005, 2005/2006, and
2006/2007) and three sumer periods from June through
August (2005, 2006, and 2007). During the 2006/2007

w nter period, we had 40 accounts enrolled in the
program and, for the winter period 2007/2008, we have
57 accounts enrolled, our highest total since the
program began. Because of the interest in the winter
program we reconmend continuing it. For the sunmmer
program however, the participation and interest have
been declining in recent years. For exanple, this past

sumer, we had 10 accounts enroll in the program the
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| owest nunber since the program began.

What do you propose as a result of the | ow sunmer
partici pation?

We propose to elimnate the summer portion of the
Negoti at ed St eam Fuel Cost program

80/20 RECOVERY MECHANI SM FOR NEW NEGOTI ATED
STEAM SERVI CE AGREEMENTS

What is the Conpany proposing in terns of the recovery
of revenue shortfalls associated with rate discounts
under new negotiated contracts to retain existing
custoner | oad?

The Conpany's tariff provides for negotiated steam
service agreenents, to be offered by the Conpany at its
sole discretion, to retain custoners wth viable
conpetitive alternatives to Con Edison's steam servi ce.
W are proposing to recover revenue shortfalls
resulting fromnew negotiated contracts entered into
during the termof the rate plan to be shared 80
percent by custoners and 20 percent by the Conpany.

The 80 percent share to be recovered from custoners

w || be deferred.

Why are you proposing this 80/20 recovery nechani smfor
new negoti ated contracts?

The purpose of the negoti ated steam servi ce agreenents

Is to retain custoners for Con Edison's steam system
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A growi ng steam system benefits all steam custoners by
distributing fixed costs over a | arger custoner base.
The current recovery method places the full burden of
t he di scount on new contracts on the Conpany in between
rate plans, giving no recognition to the benefits

achi eved for custoners. The 80/20 recovery nechani sm
woul d provide a nore equitable nmeans of allocating
costs and benefits of the negotiated steam service
agreenent s.

WIIl this recovery method be required if the SRAMis

i mpl ement ed?

No. This recovery nmethod will not be necessary if the

SRAM i s i npl ement ed.

ELI M NATI ON OF PERFORMANCE METRI CS FOR SBD ACTI VI TI ES

Does the 2006 Steam Rate Pl an provide that any
performance nmetrics are continued beyond the terns of
that rate plan?

Yes. The 2006 Steam Rate Pl an provides that the

per f ormance metrics concerni ng nmeetings and contacts in
section G 3 and the Custoner Service nmetrics in section
G 8 woul d continue beyond the termof the rate plan
unl ess and until nodified by the Conm ssion.

Are you proposing to elimnate these performance

metrics?
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Yes. As a result of the steam business devel opnent
nmeasures described earlier in this testinony, we are
proposing the elimnation of the SBD perfornmance
metrics.

Are you considering continuing the customner

sati sfaction surveys?

In an effort to continually inprove, we want to measure
the |l evel of satisfaction of our custonmers related to
emergency calls and billing inquires. W wll continue
to conduct these surveys and file an annual report wth
the Conmssion's Director of the Ofice of Consumer
Servi ces.

Does this conclude your initial testinony?

Yes, it does.

-30-





Exhibit__(PW -1)

Consolidated Edison Company of New York, Inc.

Operating Cost Differential

Steam vs. Electric Cooling -- Sample Customer, 7,200 Tons of Cooling

Hybrid Hybrid All Steam
All Electric | w/Discount | No Discount|No Discount
"Total Steam Chiller
Capacity| Tons 0 2400 2400 7200
Total Electric
Chiller Capacity| Tons 7,200 4,800 4,800 0
Cost of Steam| $/mlb $16 $9.50 $16 $16
Steam Chillers Max
Operating Capacity| Tons 0 2,400 2,400 7,007
Electric Chillers
Max Operating
Capacity| Tons 7,007 4,800 4,800 0
Steam Consumed| Mibs 0 3,642 3,642 60,461
Delivery Demand| kW 4,835 3,563 3,563 1,121
Supply Demand| kw 4,835 3,563 3,563 1,121
Off-Peak kWh| kWh 1,341,767 1,331,064 1,331,064 311,134
Peak kWh| kwh 2,830,054 2,647,744 2,647,744 656,244
Total| kwh 4,171,821 3,978,808 3,978,808 967,379
Electricity Charges| $ $1,054,941 $881,092 $881,092 $244,624
Steam Charges| g $0 $35,220 $59,317 $984,792
Total Net Energy
Charges| g $1,054,941 $916,312 $940,409| $1,229,416
Steam Installation
Costl $ $0| $2,376,0000 $2,376,000 $7,128,000}
Electric Installation
Cost g $5,760,000( ($1,920,000) ($1,920,000) ($5,760,000)
Total Incremental
Installation Cost| g BASE $456,000 $456,000| $1,368,000
Annual Operating
Cost Savings| $ BASE $138,630 $114,532| ($174,475)
Simple Payback
Period: BASE 33 40 (7.8)

yIrs






Exhibit__(PW -2A)

Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMS

Customer Incentive Calculation
Steam Energy Efficiency Program
Example of Customer Incentive Calculation for the Energy Efficiency Program

Estimated annual consumption savings: 4,000 Mib
Incurred installation costs: $190,000

Calculation of Incentive - Identify the lowest of the following 3 items:

1. 50% of the incurred installation costs: $95,000
2. Facility cap: $80,000
3. $24/Mib multiplied by no. MIb saved $96,000

Result - Customer Incentive:
Facility cap is the lowest, hence, customer incentive from Con Edison will be $80,000.






Exhibit__(PW - 2B)

Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMS

PROGRAM #1
Steam Energy Efficiency Program

Customer's unit installation cost without

any incentives' 47 $/annual Mib saved
% of Cost that will be shared by Con
Edison 50%
Con Edison's maximum share of
installation costs 24 $/annual Mlb saved
RY1 RY2 RY3 Year Post RY3 Total

Cumulative Steam Consumption Savings,
Mib? 0 44,008 99,019 220,042
Cumulative Steam Demand Savings,
Mib/hr? 0 5 11 25
Total Cost of Incentives to customers® $0 $1,056,202 $4,224,806 $0 $5,281,008
M3 Vv $0 $73,934 $295,736 $0 $369,671
Administration $35,207 $35,207 $35,207 $0 $105,620
Estimated Incentive to Con Edison® $0 $552,153 $2,208,613 $0 $2,760,766

Total to Apply to FAC: $35,207 $1,717,496 $6,764,362 $0 $8,517,065

Total Program Cap to Apply to FAC, $|
(excl PBR loss): $9,000,000

Cumulative Lost PBR® $0 $462,088 $1,039,698 $2,310,441
Estimated No. of Sites 60
Facility Cap ($) $80,000
TotalResource Cost Test
Customers' Estimated Net Out of Pocket
Costs For All 3 Years® $4,800,000
10 Year NPV of Resource Costs (excl.
Incentive to Con Edison) $8,155,190
Resource Benefits’ $21,959,020
Incentive to Con Edison® $2,760,766
Notes:

1. Source: Site specific energy audit reports

2. The listed steam savings are estimated for a given Rate Year. Systems installed during RY3 will realize an
additional annual estimated savings of 121,023 Mlb, for a total annual estimated savings of 220,042 Mib.

3. Itis assumed that the reduction in peak demand will arise from the consumption savings that are evenly
distributed throught the year.

4. Itis estimated that 20% of all the costs will be incurred in RY 2, and remaining 80% in RY 3.

5. The listed Pure Base Revenue (PBR) losses are estimated for a given Rate Year. Systems installed during
RY3 will realize an additional annual estimated PBR losses of $1,270,743, for total annual estimated PBR losses
of $2,310,441.

6. Itis assumed that Customer's net out of pocket costs will be equal to the facility cap.

7. Useful Life of 10 years for the energy efficiency measures was assumed. Resource Benefit was calculated by
taking the net present value of the projected avoided costs listed below. If total annual savings will exceed
220.042 MIb, the Resource Benefit will be higher.

- Fuel

-Water & Chemicals

- Marginal capacity
8. Total incentive to Con Edison is 20% of net resource benefit. If total annual savings will exceed 220,042 Mib,
the total incentive to Con Edison will increase by an amount of 30% of the net resource benefit of the incremental
savings.
9. Total incentive to Con Edison is 20% of net resource benefit. For purposes of this exhibit, annual figures were
proportioned to annual cost of incentives to customers.






Exhibit__(PW - 2C)

Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMS

PROGRAM #2
Condensate Heat Recovery Program

Customer's unit installation cost without
any incentives' 83 $/annual mib saved
% of Cost that will be shared by Con
Edison 50%
Con Edison's maximum share of
installation costs 41 $/annual mlb saved
RY1 RY?2 RY3 Year Post RY3 Total

Cumulative Steam Consumption Savings,
Mib® 0 12,734 28,651 63,668
Cumulative Steam Demand Savings, :
Mib/hr® 0 1 3 7
Total Cost of Incentives to customers® $0 $522,078 $2,088,310 $0 $2,610,388
ma v $0 $36,545 $146,182 $0 $182,727
Administration $17,403 $17,403 $17,403 $0 $52,208
Estimated Incentive to Con Edison® $0 $91,751 $367,004 $0 $458,755

Total to Apply to FAC: $17,403 $667,777 $2,618,899 $0 $3,304,078

Total Program Cap to Apply to FAC, $
(excl PBR loss): $3,500,000

Cumulative Lost PBR" $0 $133,703 $300,831 $668,514
Estimated No. of Sites 40
Facility Cap ($) $60,000

Total Resource Cost Test

Customers' Estimated Net Out of Pocket

Costs For All 3 Years® $2,400,000
10 Year NPV of Resource Costs (excl.

Incentive to Con Edison) $4,059,950
Resource Benefits’ $6,353,727
Incentive to Con Edison® $458,755
Notes:

1. Source: Site specific energy audit reports

2. The listed steam savings are estimated for a given Rate Year. Systems installed during RY3 will realize an
additional annual eslimated savings of 35,017 Mlb, for a total annual estimated savings of 63,668 Mib.

3. Itis assumed that the reductionin peak demand will arise from the consumptionsavings that are evenly
distributedthrought the year.

4. ltis estimated that 20% of all the costs will be incurredin RY 2, and remaining 80% in RY 3

5. The listed Pure Base Revenue (PBR) losses are estimated for a given Rate Year. Systems installed during RY3
will realize an additional annual estimated PBR losses of $367.683, for total annual estimated PBR losses of
$668,514.

6. It is assumed that Customer's net out of pocket costs will be equal to the facility cap.

7. Useful Life of 10 years for the energy efficiency measures was assumed. Resource Benefit was calculated by
taking the net present value of the projected avoided costs listed below. If total annual savings will exceed 63,668
Mib, the Resource Benefit will be higher.

- Fuel

- Water & Chemicals

- Marginal capacity
8. Total incentiveto Con Edisonis 20% of net resource benefit. If total annual savings will exceed 63,668 Mib, the
total incentive to Con Edison will increase by an amount of 30% of the net resource benefit of the incremental
savings.
9. Total incentiveto Con Edisonis 20% of net resource benefit. For purposes of this exhibit, annual figures were
proportioned to annual cost of incentives to customers.






Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMSs

PROGRAM #3

Steam Demand Reduction Program

(SDRP)

Exhibit__(PW - 2D)

Amount of cumulative coincident demand reduction during the

least successful GVDRP event': 7,200 Iblhr
No. GVDRP Customers: 4
Average Demand Reduction Per Customer During GVDRP: 1,800 Iblhr
Assumed No. of First Year SDRP Participants: 20
Total Estimated Demand Reduction: 36,000 Ib/hr
RY1? RY2 RY3
SDRP Incentive Payments ($)3: 279,000 279,000 279,000
Software Development Expenses (One Time): 50,000 0 0
Total to Apply to FAC: 329,000( 279,000 279,000
Total Cap to Apply to FAC: 350,000 325,000f 325,000
Estimated Loss of Demand Revenue ($): 97,000 97,000 97,0001

Notes:

1. GVDRP is the General Voluntary Demand Reduction Program that Con Edison ran as a pilotin

the winter of 200612007.

2. The listed payments, revenue losses, and expenses will be incurred in RY1 only if the program is
approved by February, 2008. Otherwise these charges will be incurred in Rate Years 2 and 3 only.

3. The SDRP incentive payment was based on the assumption that the incentive paid to the

customers will be $150 per MIb avoided for each hour from 6 a.m. to 11 a.m. during the day of the
occurrence. Itis assumed that the customer response will be similar to the response during the

GVDRP.
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Pl ease state your name and busi ness address.

My name is Patrick Weel er and ny business address is
Consol i dat ed Edi son Conpany of New York, Inc. (“Con

Edi son"), 4 Irving Place, New York, New York 10003.
What is your present title at Con Edi son?

| amthe Departnment Manager of Steam Operations'

Busi ness Services & Operations Planning.

Pl ease state your educational and professional

backgr ound.

| graduated fromthe New Jersey Institute of Technol ogy

with a Bachel or of Science degree in Mechani cal

Engi neering. | also received a Master of Business
Adm ni stration degree fromDrexel University. | joined
Con Edison in 1984. Since then, | have held various

managenent positions of increasing responsibility

w t hin the Conpany, including corporate comrunications,
corporate planning, human resources, and custoner
service. In April 2006, | assunmed ny present position
as the Departnment Manager of Steam Operations' Business
Services & Operations Planning.

What are your current responsibilities?

| amthe Departnment Manager of Con Edison’s Steam
Operations' Business Services & Operations Planning,

whi ch includes busi ness devel opnent, custoner service,
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communi cati ons, and operations planning.

What is the purpose of your testinony?

The purpose of ny testinony is to discuss: (1) the
status of Con Edison's Steam Business Devel opnent ( SBD)
sal es pronotion neasures, including inplenentation of
the 2005 SBD Pl an Action Itens; (2) efforts to pronote
steam cooling and hybrid chillers; (3) energy
efficiency and peak | oad reduction prograns for
custoners; (4) proposed changes to the current Steam
Tariff; (5) an advertising canpaign to pronote steam
heati ng and cooling; (6) changes to the Negotiated Fuel
Cost Program (7) the reinstatenent of an 80/20
recovery nechani smfor new negoti ated agreenents for
steam servi ce discounts; and (8) the elimnation of
performance netrics for SBD activities.

STEAM BUSI NESS DEVELOPMENT SALES PROMOTI ON MEASURES

Pl ease descri be Con Edison's Steam Business Devel opnent
sal es pronotion neasures.

Con Edison's SBD group is fully staffed with nine

mar keti ng and technical experts. Over the past two
years, this group has devel oped and is inplenenting a
sal es and marketing programto acquire new accounts,
devel op the value of existing accounts, and retain

val uabl e accounts against rivals. The conponents of
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this sales and marketing program are:

The devel opment of a strong "val ue proposition” for
the use of district steamfor heating and cooling

| arge commercial and residential properties,

i ncl uding steam as an environnental ly sound resource
that will help the City to achieve its carbon

di oxi de em ssion reduction goals. This value
proposition includes reliability, ease of
operations, capital cost avoidance, risk mtigation
(e.g., avoiding hazardous material storage and
handl i ng, fuel deliveries, and on-site em ssion
responsibility), space efficiency, cleanliness, and
peak el ectric load reduction (steamcooling systens
benefit both the electric systemand an individual
building's internal electrical system. The value
proposition is consistently presented to custoners
and their representatives during sales calls,

t el ephone conversations, and e-mail contacts; during
presentations at industry and conpany sem nars; and
i n advertising, brochures, and other narketing
conmmuni cat i ons.

The inmplenentation of a formalized sal es process,
whi ch includes (1) prospecting and qualifying | eads;

(2) informng architects, engineers, devel opers, and
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ot her influencers of energy decisions of the
benefits of district steam (3) retaining and
expandi ng business with our |argest existing
accounts; (4) submtting proposals and arrangi ng
sal es presentations to attract new business; and (5)
I mprovi ng the coordination of custoner service for
new busi ness connections. As part of this process,
designated SBD staff nenbers nonitor real estate
activity within the steamfootprint to identify
potenti al steam business | eads. W conduct sales
presentations for new steam heating and/or cooling
busi ness and neet frequently wth key deci sion
makers anmong our top 450 accounts to identify

cust omer expansion opportunities.

The institution of a'steam account manager™ program
t hat provides each of our |argest accounts wth a
single point of contact to address any issues
regardi ng steam service. For major building
portfolio managers, we have teamed a steam account
manager with a corporate account executive to
provi de maj or custoners with enhanced custoner
service. As part of our custonmer contact

procedures, our steam account nanagers conplete a

custonmer data sheet to update information about
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customers' properties, equipnent, and future plans.
Al'l custonmer and prospect information is entered
Into our account managenent system for access by SBD
staff and others in Steam Operations. This is the
account managenment systemthat was installed as part

of the inplenentation of the 2005 SBD Pl an.

The inplenentation of a programto identify "at

ri sk" steam business for retention efforts. For
custonmers who denonstrate that they have viable
alternatives (i.e., leaving the steam system or
repl aci ng steam cooling equi pment with electric), we
provide themw th a conpetitive analysis
denonstrating the econom c benefits of district
steam and, where appropriate, offer themrate

I ncentives. For steam cooling business, we have
worked with the New York State Energy Research and
Devel opnment Authority (NYSERDA) to provide

I ncentives for steamcooling installations.

What ot her neasures has the SBD group taken?
In addition to the business attraction and retention
activities described above, the SBD staff inplenented

several other prograns:

Conduct ed energy audits for 30 sel ected custoners.

The objective of this programis to distribute a
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"best practices™ steamefficiency report to al

steam custoners. The initial set of reconmmendations
for heating custoners is posted on the Con Edi son
Steam Wb site at
www.coned.com/steam/ms_operationaltips.asp. The
best practices report for heating and cooling

custonmers w |l be conpleted by Decenber 2007.

Devel oped a steam demand reduction technique,
Storage of Thermal Energy in Existing Mechani cal
systens (STEEMs), which involves using stored
thermal energy in buildings to shift or reduce
custonmers' steampeak. This technique has been
tested at two locations. A nunber of demand
custoners have expressed interest in inplenmenting
STEEMs to reduce their peak demand.

Conpl eted a pilot program GCeneral Voluntary Demand
Reduction Program (GVDRP), to identify effective
demand reduction techni ques for custoners. These
techni ques are posted on the Con Edi son Steam Wb
site, http://ww.coned. conf steam kc_sdrt.asp, and
have been presented at custoner semni nars.
Establ i shed an advi sory group of customers,

devel opers, vendors, engineers, architects, and

other interested parties. The purpose of the group
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was to provide input and feedback on issues
associated with the installation and use of steam

cooling and hybrid chiller systens.

e Wrked with the U S Environnental Protection Agency
and U.S. Green Buildings Council to gain Leadership
i n Energy and Environnental Design (LEED)
recognition for district steamas an environnental |y
friendly product. W are working with several
custoners and their representatives to help their
bui | di ngs achi eve LEED- Exi sting Buil di ng ( EB)
certification. One of these custoners received a
LEED I nnovation Credit for installing a steam

m cr ot ur bi ne.

e Installed a steamm croturbine at our 74th Street
Station as a denonstration project. W wll pronote
this technology to our maj or steam custoners and
their representatives.

What progress have you nmade in inplenenting the

recommendat i ons of the 2005 St eam Busi ness Devel opnment

Pl an?

As part of the 2004 Steam Rate plan, a task force of

I ndustry and governnent representatives devel oped a

St eam Busi ness Devel opnent Plan (SBD Pl an), which was

filed in August 2005. As of Septenber 30, 2007, 17 of
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the 19 SBD action itens have been conpleted. These

i nclude, but are not limted to:

e Purchased and i npl enented a conprehensive custoner
account managenent system which is the central

source of all custoner and prospect data.

e Devel oped and inplenented a resource plan to
identify the staffing requirenents of the SBD group,
the skills required for the positions, and the

systens required to support the staff.

e Devel oped and inpl enmented a targeted marketing plan,
i ncluding direct marketing, pronotional brochures,

and print adverti sing.

e |nstalled demand neters and will comrence denand

billing in Decenber 2007.

e Conpleted the steam margi nal cost study (this study
Is being filed with the Coomssion's Records Access
O ficer because the Conpany's marginal cost is
confidential).

There are two action itens remai ning on which the

Conpany continues to work. They concern the need for

| nproved steamto-steamand el ectric-to-steamchiller

i ncentives and a project to determ ne how steam

condensate reuse could be used by custoners.

What st eam busi ness opportunities does the Conpany have

-8~
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as a result of the SBD neasures described?
We currently have custoners representing nore than
630, 000 M1b of additional sales committed to the steam
system over the next three years (included in the sales
forecast), and we are working on other new business
opportunities. The SBD Group is working on turning
t hese opportunities into comm tnents by mai ntaining
good rel ati onships with engi neers, architects,
devel opers, vendors, and ot her energy decision nmakers,
and providing themw th information on availability of
service, pricing, and the benefits of district steam
In fact, in focus group sessions conducted with
architects, engineers, devel opers, and chief engineers,
partici pants expressed favorabl e opinions of Con
Edison’s steam custonmer service, repair service, and
emer gency response. This information was included in a
report on the focus group sessions filed with the
Comm ssion's Director of the Ofice of Consuner
Servi ces on June 28, 2007.

STEAM COOLI NG AND HYBRI D CHI LLERS
What neasures is the Conpany taking to retain its steam
cool i ng customers?
Ret ai ni ng exi sting steamcooling custoners is a

chal l enge for Con Edison. Through the use of NYSERDA
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i ncentives and rate di scounts, we have nanaged to
retain nore than 50,000 tons of steam cooling | oad over
the past three years (2004-2006). In order to retain
steam cool i ng business, we identify those existing
steam custoners that have cooling equi pnent approaching
the end of its useful life. For those customers, we
address any concerns they may have with steam

technol ogy and costs in order to nmaintain continued
service. W provide assistance to these custoners to
hel p them avail thenselves of all possible financial

I ncentives for full steamcooling replacenent.

In addition, our approach includes a fall back position
of hybrid cooling wherever custoner-driven econom cs
warrant this alternative. It should be noted that both
steamto-steamrepl acement and hybrid chiller
instal l ations do not generally result in increased

sal es. New steam cooling equipnment is nore efficient
than existing equi pment and hybrid steamchillers would
use steam during peak el ectric demand hours only.

What nmeasures is the Conpany taking to attract new

st eam cool i ng busi ness?

Because of the installation and operating cost

di sadvant age that steamcooling has relative to

electric cooling, in recent years only one mgj or

-10-
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custoner has installed steamcooling as part of a
hybrid chiller plant in a new building. The incentives
provi ded by NYSERDA and Con Edi son are not | arge enough
to overcone these cost differentials. W target our
maj or "heating only" custoners that have electric
cool i ng equi pnent near the end of life to nake
proposals for hybrid cooling. During the past year, we
made 12 proposals to the nost viable candidates for
hybrid cooling. To date, none of the candi dates have
installed steamcooling. W continue to follow up wth
t hese custoners.

What have NYSERDA incentives done to hel p your steam
cool ing pronotion?

W work with NYSERDA to provide incentives for steam
cooling installations. In our discussions wth
NYSERDA, we have indicated that increased incentives
for both the avoided kW and project cap (the maxi num

al l owabl e incentive for a project) are needed to make
steamcooling conpetitive with electric. NYSERDA

I ncentives only partially offset the capital costs of
steamchiller installations, and operating cost

I ncentives are not available in any progranms from
NYSERDA. | have prepared an exhibit indicating the

operating cost differential between steamand el ectric

~-11-
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cool i ng.
Is the exhibit to which you refer entitled " Operating
Cost Differential, Steamvs. Electric Cooling"?
Yes, it is.

MARK FOR | DENTI FI CATION AS EXHIBIT _ (PW1)
Was this exhibit prepared under your direction or
super vi si on?
Yes, it was.
What is Con Edison doing to offset the operating cost
differential ?
W offer a discount on summer steam service that we are
proposing to continue. W are also working with the
City of New York to devel op progranms to offset the
operating cost differential between steamand el ectric
cooling. W have had ongoi ng discussions to create a
steamincentive programthat would provide a rate
di scount to participants who install and operate steam
chillers. This would be simlar to the Qty's existing
Energy Cost Savings Program (ECSP), a discount provided
by the City to gas and electric customers.
ENERGY EFFI Cl ENCY AND PEAK LOAD REDUCTI ON PROGRANS
What is the Conpany's policy related to steam energy
efficiency and demand reducti on?

The Conpany believes that cost-effective energy

-12-





10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

PATRI CK WHEELER - STEAM

efficiency and demand reduction prograns for steam can
provide for customers' needs and, in line with the
State's and Aty's efficiency goals, provide inportant
environmental benefits. They will help reduce fossil-
fuel generation em ssions, such as CO,, which
contributes to gl obal warm ng, and nitrogen oxides,

whi ch contribute to snog.

There is now, nore than ever, heightened concern over
the environmental inpacts of electric and steam
generation due in part to increased concern over globa
climate change. It is New York State and New York City
policy to pursue cost-effective energy efficiency and
demand reduction nmeasures in order to reduce the
environnmental inpacts of electricity and steam
gener ati on.

What energy efficiency and peak | oad reduction prograns
are you proposi ng?

We are proposing three prograns: (1) a steam energy
efficiency program (2) a condensate heat recovery
program and (3) a steam demand reduction program In
the new steam energy efficiency program the target is
to reduce steam consunption by approxi mately 220, 000

M b per year in the year following rate year 3. This

will also result in a reduction in peak demand of

-13-
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approxi mately 25 Mlb/hr. |In the condensate heat
recovery program the target is to reduce steam
consunption by approximately 64,000 Mb per year in the
year following rate year 3. This will also result in a
reduction in peak demand of approximately 7 Mlb/hr. 1In
t he new demand reduction program the target is to
obtain 36 Mlb/hr of demand reduction in rate years 2
and 3. | have prepared a series of exhibits, each with
a separate worksheet, indicating savings in
consunption, reductions in peak demand, costs of the
program and incentives for custonmers and the Conpany
for each of the prograns.
Are the exhibits to which you refer entitled " Steam
Energy Efficiency and Demand Reduction Prograns™?
Yes, they are.

MARK FOR | DENTI FI CATION AS EXH BIT __ (PW2)
Can you descri be program#1, the steam energy
efficiency progranf
The focus of the programw || be to pronote inproved
steam use efficiency. Using SBD resources, we wl|
mar ket the program and enroll custonmers to participate
by inplementing steamefficiency nmeasures at their
facilities. W plan to establish agreenents with

custoners to reinburse themfor the installation of

-14-
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approved energy efficiency neasures. Sone of the
measures wi |l include insulating pipes and val ves,
testing and replacing steamtraps, and repairing steam
| eaks. Replacenent of inefficient steamchillers wth
nore efficient steamchillers is not included in this
program since existing incentives from NYSERDA and Con
Edi son address this issue and were di scussed
previously.

I nterested customers would hire an auditor to prepare
an audit report for subm ssion to Con Edi son for
approval. The report would identify a detail ed scope
of work, estimated installation costs and consunption
savings of all neasures, as well as assunptions used in
cal cul ati ng consunpti on savings. Upon review ng the
report, Con Edison will performa pre-installation

i nspection to confirmthe described conditions.

Based on the findings in the approved audit report, Con
Edi son woul d execute an agreenent with the custoner.
After a successful post-installation inspection, Con
Edi son woul d pay the | owest of the follow ng three
factors:

1. 50% of the total submtted contractor invoices.

2. A facility cap of $80, 000.

3. The product of $24/Mlb and the annual M b saved.

-15-
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(The $24/M1lb represents half of the average

installation cost, as calculated in the site

specific energy audit reports that were prepared

as a result of the energy audit program)
Have you prepared an exhi bit show ng how the incentive
from Con Edi son woul d be cal cul ated, entitled " Custoner
I ncentive Cal cul ation™?
Yes, | have.

MARK FOR | DENTI FI CATION AS EXH BI' T _ (PW2A)
W1l the custoner be responsible for hiring the
contractor and inplenenting the efficiency neasures?
Yes, the custoner will be responsible for hiring a
contractor to install and/or inplenment energy
efficiency neasures.
Have you prepared an exhibit indicating the estinmated
consunpti on savings, programcosts, and incentives for
the steamenergy efficiency program entitled " Steam
Energy Efficiency Progrant?
Yes, | have.
MARK FOR | DENTI FI CATION AS EXHIBIT _ (PW-2B)

Can you descri be program #2, the condensate heat
recovery progranf
For the condensate heat recovery program Con Edi son

woul d al l ocate funding and i ssue a Request for Proposa

-1l6-
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(RFP) to SC-2 and SC-3 custoners to help them offset

the cost of installation of condensate heat recovery

systenms. These systens woul d be conprised of a heat

exchanger to recover heat from condensate for donmestic

wat er preheating, fresh air preheating, and/or

circulating hot water preheating. Custoners who have

an opportunity for condensate heat recovery, whether an

addi tional or new system would submt proposals to Con

Edi son for a systeminstallation. The proposals woul d

i ncl ude:

e sinple block diagram

e sequence of operation

e capacities of mmjor equipnent

e estimated annual steam savings, including
assunpti ons used

installation cost estinmate

schedul e of work

Upon review ng the proposal, Con Edi son would performa
pre-installation inspection. After executing an
agreenment with Con Edison, the custoner would hire a
contractor to install the system After a post-
Installation inspection, Con Edi son woul d pay the

| onest of the follow ng three factors:

1. 50% of the total submitted contractor invoices.

-17-
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2. A facility cap of $60, 000.

3. A product of $41/Mlb and the annual M b saved.
(The $41/M1b represents half of the average
installation cost, as calculated in the site
specific energy audit reports that were prepared
as a result of the energy audit program)

The actual reinbursenent would be cal cul ated and i ssued

after the custoner submts all the invoices to Con

Edi son and Con Edi son conpl etes a post-inspection.

Fundi ng woul d be awarded on a first conme, first serve

basi s.

Have you prepared an exhibit indicating the estinmated

consunption savings, programcosts, and incentives for

t he condensate heat recovery program entitled

" Condensat e Heat Recovery Prograni' ?

Yes, | have.

MARK FOR | DENTI FI CATION AS EXHI BIT _ (PW 20

Pl ease describe program #3, the steam demand reducti on

program

For the steam demand reduction program Con Edi son

woul d solicit proposals fromcustoners on what they can

do to reduce their winter peak demand. As part of the
solicitation, Con Edison would provide information on

Its Storage of Thermal Energy in Existing Mechani cal

-18-
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Systens (STEEMs) program Participants woul d be

sel ected based on the quality and feasibility of their
proposed on- peak demand reducti on nmeasures.

Pl ease describe how this programw ||l work, once the
partici pants have been identified.

The program which is open to demand-billed custoners

only, would work as foll ows:

Partici pants would be contacted during selected cold
weat her days and requested to inplenent their demand

reducti on neasures.

The nunber of occurrences per winter is estimated to be
five, but the actual nunmber nmay vary dependi ng on the

nunber of very cold days.

The participating custonmers will be paid $150 for each
Mb that they avoid for each hour from6 am to 11
a.m, Mndays through Fridays, on the day of an
occurrence.

Con Edison will calculate a participant's demand
reduction by conparing their demand profile during the
occurrence wth a "baseline” demand profile at a

simlar tenperature day.

Any permanent demand savings that arise fromefficiency
measures (such as trap replacenents and new i nsul ati on)

woul d not be included in the cal cul ati on of | oad

-~19-
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curtail ment savings.
Have you prepared an exhibit indicating the estimted
peak demand reduction, programcosts, and incentives
for the steam demand reduction program entitled " Steam
Demand Reduction Progran'?
Yes, | have.

MARK FOR | DENTI FI CATION AS EXHIBIT _ (PW 2D)
What woul d be the basis for the incentives that you
will pay to custoners under the steamenergy efficiency
and condensate heat recovery prograns?
The incentives paid to custoners nust pass a Total
Resource Cost Test, neaning that the resource benefit
of these prograns nmust exceed the resource cost. The
resource benefit for the energy efficiency and the
condensat e heat recovery prograns woul d be based on the
assunption that the useful life of the energy
efficiency neasures is 10 years. The resource benefit,
based on the 10-year net present value of the sum of
the estimated fuel savings, water and chem cal savings,
and the margi nal capacity cost savings, is estimated to
be $125 per annual Mb saved. Efficiency measures with
costs that exceed this figure in either programw ||
not qualify for any incentives. The termof 10 years

was used because it is a conservative estinate for the

-20-
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expected useful life of the energy efficiency neasures.
What wi Il be the basis for the incentives that you wll
pay to custoners under the steam demand reduction

progr anf?

The resource benefit of the steam denmand reduction
program woul d be based on the margi nal capacity cost
savings, including incremental property taxes and O&M
cost savings. Any incentive paid to a custonmer will be
| ess than the narginal capacity cost.

What incentives to the Conpany are you proposing?

| am proposing an incentive of 20% of net resource
benefits for the savings achieved, up to the total
target of 284,000 Mb (the energy efficiency and
condensate heat recovery prograns). After achieving
the target, the incentive would be 30% of net resource
benefits for the savings achieved in excess of the
284,000 M b target. The Conmpany w |l cal cul ate the net
resource benefit for a specific custoner installation
after the installation is conplete.

How woul d the program costs for all these prograns be
recovered, including the incentives to the Conpany?

Al'l programcosts not recovered in rates, inclusive of
I ncentives paid to custoners, and incentives earned by

the Conpany for the steam energy efficiency, condensate

-21-





N~ o o1 b~ W

© o0

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

PATRI CK WHEELER - STEAM

heat recovery, and steam demand reduction prograns,
woul d be recovered through the steam fuel adjustnent
clause (FAC) as they are incurred. W estinmate that
the total cost of the progranms charged to the FAC will
be approximately $12.7 mllion through Rate Year 3,
with a total programcap of $13.5 nmillion.
Have you prepared an exhibit indicating the total
estimated expenses for all three prograns to be applied
to the FAC, entitled "Estimated Charges to the FAC'?
Yes, | have.

MARK FOR | DENTI FI CATION AS EXHI BIT _ (PW 2E)
Are there any other financial neasures that the Conpany
I S proposi ng?
Yes. As described in the testinony of Conpany w t ness
Rasnmussen, the Company is proposing a Steam Revenue
Adj ust mrent Mechani sm (SRAM to elimnate any potenti al
financial disincentive the Conpany may have to
I mpl emrent energy efficiency prograns.

TARI FF CHANGES

| s the Conpany proposing any nodifications to its Steam
Tariff?
We are proposing the follow ng changes to our tariff:
(i) adding a charge of $900 per instance for replacing

damaged neters and associ ated equi pnent to encourage

-2~
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custoners to take proper care of their steamneters and
meter area. This is the estimated | abor cost for
replacing and repairing a typical steamneter and
associ ated equi pnent; (ii) adding a dishonored check
fee of $12, simlar to our electric and gas tariffs;
(iii) elimnating the summer period in R der E, Leaf
13Aa, (Negotiated Steam Fuel Cost Progran) because,
while the winter programhas had custoner interest, the
| ow participation in the summer program does not
justify the continuation of this program (see page 26);
(iv) adding | anguage to the Custonmer Prepaynents, Leaf
4 and 4-A, which may require retroactive payments from
custoners who the Conpany determ nes, subsequent to
extendi ng or reinforcing the Company’s mains or
installing a steam service, did not provide sufficient
revenue within two years to justify the expenditure

i nvol ved; (v) elimnating the Leases of Boiler

Equi prent, Leaf sections 7, 8, 9, 10 and 19 (and table
of contents Leaf Nos. 2 and 2A) because t he Conpany
does not intend to | ease customer boilers to provide
suppl emental steam | oad; and (vi) changing Leaf No. 7-

G, 1-D, as follows:

e Change the nane from"Steam Repair Service" to

"Steam Repairs and O her Services" so that custoners

-23-





PATRI CK WHEELER - STEAM

may be charged tariffed rates for other custoner-

request ed services;

e Elimnate the line itens "replace 300 # flange val ve

(greater than 4")" and "repair gasket (1" to 16")”
to instead assess custoner specific charges (on the

basis of the materials and | abor charges identified
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in the tariff) since material costs can vary w dely

dependi ng on the size of a flange valve or gasket;

e Add a paragraph that states: ™A Custonmer who wants
to obtain pulse signals fromthe Conpany's demand
nmeter will be charged based on the above Materials
and Labor charges for the Conpany to inspect the
custoner's equi pnment for conpliance with the
Conpany' s specifications, and, if approved by the
Conpany, to interconnect that equipnent to the
Company’s flow conputer that is attached to the
meter."

I s the Conpany reconmendi ng any ot her changes?

Yes. The Conpany is proposing tariff changes to extend

the period for accepting applications fromSC 2 and 3
custonmers installing a new or replacenment steamair-
condi tioning systemunder the current air-conditioning

i ncentive program This program provides a $2.00 per

M b di scount off base rates for steamused in excess of
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the first 250 Mb for SC 2 and in excess of the first
50 Mb for SC 3 in each nonthly billing period during
t he summer nmonths of May to Cctober. The proposed
extension is through Septenber 30, 2009. 1In the
context of a nmulti-year plan, we would provide a
further extension through the last day of the rate
plan. This extension will enable the Conpany to
continue to pronote steamair conditioning.
Are you proposing to update the costs of providing
various existing services?
Not at this tinme. These charges may need to be updated
to reflect the current costs of providing these
services. W are conducting studies of |abor,
materials, and other costs to determine if these
charges need to be updated. During the course of this
proceedi ng, we will update these charges, if necessary.
ADVERTI SI NG CAMPAI GN
Do you plan to expand your advertising canpaign to
pronote steam heating and cool i ng?
To support the business devel opment activities
described in this testinmony, we plan to expand the
exi sting advertising canpaign to strengthen the brand
recognition of Con Edison’s steamservice. This print

and out - of - hone advertising canpaign (i.e., newspapers,
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magazi nes, tel ephone kiosks, and posters) wll pronote
steam heating and cooling for |arge comercial and
hi gh-rise residential properties in Manhattan. The
canpaign will pronote the many advantages of Con Edi son
steam (reliable, clean, easy to operate, space saving,
etc.) to position it as the energy of choice for the
target audience. The target audience will include
architects, engineers, devel opers, property owners, and
bui | di ng managers. The nedia activity wll be planned
t hroughout the year, starting in the fall 2008, to
provi de continual support for SBD staff in the field.
What is the cost of this advertising canpaign?
The cost of this advertising campaign is $500, 000 per
year, which includes $415,000 for nmedia and $85, 000 for
creative devel opment and production. | have prepared
an exhibit indicating the nedia plan and budget for the
proposed advertising canmpaign entitled " Steam
Advertising Canpaign."”

MARK FOR | DENTI FI CATI ON AS EXHI BI' T (PW-3)

NEGOTI ATED STEAM FUEL COST PROGRAM

Pl ease describe the Conpany's Negoti ated Steam Fue
Cost program
Pursuant to the 2004 Steam Rate Pl an, the Conpany

I mpl emented a Negotiated Steam Fuel Cost Program under
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Rider EE W offer fixed fuel adjustnent prices based
upon financial hedges obtained in the natural gas
markets. Vol unmes covered under Rider E were limted to
50% of the previous two years nonthly average
consunption for each nonth. Based on discussions wth
program participants and other parties, the vol une
coverage was increased to 60% prior to the 2006/2007

w nter period. The purpose of this program as set
forth in the Steam Tariff (Leaf No. 13-A), is to
provi de an opportunity for custoners to mtigate
volatility for their budgeting purposes.

Pl ease describe the programactivity thus far.

W have offered the programduring three wnter periods
from Decenber through March (2004/2005, 2005/2006, and
2006/2007) and three sumer periods from June through
August (2005, 2006, and 2007). During the 2006/2007

w nter period, we had 40 accounts enrolled in the
program and, for the winter period 2007/2008, we have
57 accounts enrolled, our highest total since the
program began. Because of the interest in the winter
program we reconmend continuing it. For the sunmmer
program however, the participation and interest have
been declining in recent years. For exanple, this past

sumer, we had 10 accounts enroll in the program the
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| owest nunber since the program began.

What do you propose as a result of the | ow sunmer
partici pation?

We propose to elimnate the summer portion of the
Negoti at ed St eam Fuel Cost program

80/20 RECOVERY MECHANI SM FOR NEW NEGOTI ATED
STEAM SERVI CE AGREEMENTS

What is the Conpany proposing in terns of the recovery
of revenue shortfalls associated with rate discounts
under new negotiated contracts to retain existing
custoner | oad?

The Conpany's tariff provides for negotiated steam
service agreenents, to be offered by the Conpany at its
sole discretion, to retain custoners wth viable
conpetitive alternatives to Con Edison's steam servi ce.
W are proposing to recover revenue shortfalls
resulting fromnew negotiated contracts entered into
during the termof the rate plan to be shared 80
percent by custoners and 20 percent by the Conpany.

The 80 percent share to be recovered from custoners

w || be deferred.

Why are you proposing this 80/20 recovery nechani smfor
new negoti ated contracts?

The purpose of the negoti ated steam servi ce agreenents

Is to retain custoners for Con Edison's steam system
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A growi ng steam system benefits all steam custoners by
distributing fixed costs over a | arger custoner base.
The current recovery method places the full burden of
t he di scount on new contracts on the Conpany in between
rate plans, giving no recognition to the benefits

achi eved for custoners. The 80/20 recovery nechani sm
woul d provide a nore equitable nmeans of allocating
costs and benefits of the negotiated steam service
agreenent s.

WIIl this recovery method be required if the SRAMis

i mpl ement ed?

No. This recovery nmethod will not be necessary if the

SRAM i s i npl ement ed.

ELI M NATI ON OF PERFORMANCE METRI CS FOR SBD ACTI VI TI ES

Does the 2006 Steam Rate Pl an provide that any
performance nmetrics are continued beyond the terns of
that rate plan?

Yes. The 2006 Steam Rate Pl an provides that the

per f ormance metrics concerni ng nmeetings and contacts in
section G 3 and the Custoner Service nmetrics in section
G 8 woul d continue beyond the termof the rate plan
unl ess and until nodified by the Conm ssion.

Are you proposing to elimnate these performance

metrics?
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Yes. As a result of the steam business devel opnent
nmeasures described earlier in this testinony, we are
proposing the elimnation of the SBD perfornmance
metrics.

Are you considering continuing the customner

sati sfaction surveys?

In an effort to continually inprove, we want to measure
the |l evel of satisfaction of our custonmers related to
emergency calls and billing inquires. W wll continue
to conduct these surveys and file an annual report wth
the Conmssion's Director of the Ofice of Consumer
Servi ces.

Does this conclude your initial testinony?

Yes, it does.

-30-





Exhibit__(PW -1)

Consolidated Edison Company of New York, Inc.

Operating Cost Differential

Steam vs. Electric Cooling -- Sample Customer, 7,200 Tons of Cooling

Hybrid Hybrid All Steam
All Electric | w/Discount | No Discount|No Discount
"Total Steam Chiller
Capacity| Tons 0 2400 2400 7200
Total Electric
Chiller Capacity| Tons 7,200 4,800 4,800 0
Cost of Steam| $/mlb $16 $9.50 $16 $16
Steam Chillers Max
Operating Capacity| Tons 0 2,400 2,400 7,007
Electric Chillers
Max Operating
Capacity| Tons 7,007 4,800 4,800 0
Steam Consumed| Mibs 0 3,642 3,642 60,461
Delivery Demand| kW 4,835 3,563 3,563 1,121
Supply Demand| kw 4,835 3,563 3,563 1,121
Off-Peak kWh| kWh 1,341,767 1,331,064 1,331,064 311,134
Peak kWh| kwh 2,830,054 2,647,744 2,647,744 656,244
Total| kwh 4,171,821 3,978,808 3,978,808 967,379
Electricity Charges| $ $1,054,941 $881,092 $881,092 $244,624
Steam Charges| g $0 $35,220 $59,317 $984,792
Total Net Energy
Charges| g $1,054,941 $916,312 $940,409| $1,229,416
Steam Installation
Costl $ $0| $2,376,0000 $2,376,000 $7,128,000}
Electric Installation
Cost g $5,760,000( ($1,920,000) ($1,920,000) ($5,760,000)
Total Incremental
Installation Cost| g BASE $456,000 $456,000| $1,368,000
Annual Operating
Cost Savings| $ BASE $138,630 $114,532| ($174,475)
Simple Payback
Period: BASE 33 40 (7.8)

yIrs
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Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMS

Customer Incentive Calculation
Steam Energy Efficiency Program
Example of Customer Incentive Calculation for the Energy Efficiency Program

Estimated annual consumption savings: 4,000 Mib
Incurred installation costs: $190,000

Calculation of Incentive - Identify the lowest of the following 3 items:

1. 50% of the incurred installation costs: $95,000
2. Facility cap: $80,000
3. $24/Mib multiplied by no. MIb saved $96,000

Result - Customer Incentive:
Facility cap is the lowest, hence, customer incentive from Con Edison will be $80,000.
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Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMS

PROGRAM #1
Steam Energy Efficiency Program

Customer's unit installation cost without

any incentives' 47 $/annual Mib saved
% of Cost that will be shared by Con
Edison 50%
Con Edison's maximum share of
installation costs 24 $/annual Mlb saved
RY1 RY2 RY3 Year Post RY3 Total

Cumulative Steam Consumption Savings,
Mib? 0 44,008 99,019 220,042
Cumulative Steam Demand Savings,
Mib/hr? 0 5 11 25
Total Cost of Incentives to customers® $0 $1,056,202 $4,224,806 $0 $5,281,008
M3 Vv $0 $73,934 $295,736 $0 $369,671
Administration $35,207 $35,207 $35,207 $0 $105,620
Estimated Incentive to Con Edison® $0 $552,153 $2,208,613 $0 $2,760,766

Total to Apply to FAC: $35,207 $1,717,496 $6,764,362 $0 $8,517,065

Total Program Cap to Apply to FAC, $|
(excl PBR loss): $9,000,000

Cumulative Lost PBR® $0 $462,088 $1,039,698 $2,310,441
Estimated No. of Sites 60
Facility Cap ($) $80,000
TotalResource Cost Test
Customers' Estimated Net Out of Pocket
Costs For All 3 Years® $4,800,000
10 Year NPV of Resource Costs (excl.
Incentive to Con Edison) $8,155,190
Resource Benefits’ $21,959,020
Incentive to Con Edison® $2,760,766
Notes:

1. Source: Site specific energy audit reports

2. The listed steam savings are estimated for a given Rate Year. Systems installed during RY3 will realize an
additional annual estimated savings of 121,023 Mlb, for a total annual estimated savings of 220,042 Mib.

3. Itis assumed that the reduction in peak demand will arise from the consumption savings that are evenly
distributed throught the year.

4. Itis estimated that 20% of all the costs will be incurred in RY 2, and remaining 80% in RY 3.

5. The listed Pure Base Revenue (PBR) losses are estimated for a given Rate Year. Systems installed during
RY3 will realize an additional annual estimated PBR losses of $1,270,743, for total annual estimated PBR losses
of $2,310,441.

6. Itis assumed that Customer's net out of pocket costs will be equal to the facility cap.

7. Useful Life of 10 years for the energy efficiency measures was assumed. Resource Benefit was calculated by
taking the net present value of the projected avoided costs listed below. If total annual savings will exceed
220.042 MIb, the Resource Benefit will be higher.

- Fuel

-Water & Chemicals

- Marginal capacity
8. Total incentive to Con Edison is 20% of net resource benefit. If total annual savings will exceed 220,042 Mib,
the total incentive to Con Edison will increase by an amount of 30% of the net resource benefit of the incremental
savings.
9. Total incentive to Con Edison is 20% of net resource benefit. For purposes of this exhibit, annual figures were
proportioned to annual cost of incentives to customers.
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Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMS

PROGRAM #2
Condensate Heat Recovery Program

Customer's unit installation cost without
any incentives' 83 $/annual mib saved
% of Cost that will be shared by Con
Edison 50%
Con Edison's maximum share of
installation costs 41 $/annual mlb saved
RY1 RY?2 RY3 Year Post RY3 Total

Cumulative Steam Consumption Savings,
Mib® 0 12,734 28,651 63,668
Cumulative Steam Demand Savings, :
Mib/hr® 0 1 3 7
Total Cost of Incentives to customers® $0 $522,078 $2,088,310 $0 $2,610,388
ma v $0 $36,545 $146,182 $0 $182,727
Administration $17,403 $17,403 $17,403 $0 $52,208
Estimated Incentive to Con Edison® $0 $91,751 $367,004 $0 $458,755

Total to Apply to FAC: $17,403 $667,777 $2,618,899 $0 $3,304,078

Total Program Cap to Apply to FAC, $
(excl PBR loss): $3,500,000

Cumulative Lost PBR" $0 $133,703 $300,831 $668,514
Estimated No. of Sites 40
Facility Cap ($) $60,000

Total Resource Cost Test

Customers' Estimated Net Out of Pocket

Costs For All 3 Years® $2,400,000
10 Year NPV of Resource Costs (excl.

Incentive to Con Edison) $4,059,950
Resource Benefits’ $6,353,727
Incentive to Con Edison® $458,755
Notes:

1. Source: Site specific energy audit reports

2. The listed steam savings are estimated for a given Rate Year. Systems installed during RY3 will realize an
additional annual eslimated savings of 35,017 Mlb, for a total annual estimated savings of 63,668 Mib.

3. Itis assumed that the reductionin peak demand will arise from the consumptionsavings that are evenly
distributedthrought the year.

4. ltis estimated that 20% of all the costs will be incurredin RY 2, and remaining 80% in RY 3

5. The listed Pure Base Revenue (PBR) losses are estimated for a given Rate Year. Systems installed during RY3
will realize an additional annual estimated PBR losses of $367.683, for total annual estimated PBR losses of
$668,514.

6. It is assumed that Customer's net out of pocket costs will be equal to the facility cap.

7. Useful Life of 10 years for the energy efficiency measures was assumed. Resource Benefit was calculated by
taking the net present value of the projected avoided costs listed below. If total annual savings will exceed 63,668
Mib, the Resource Benefit will be higher.

- Fuel

- Water & Chemicals

- Marginal capacity
8. Total incentiveto Con Edisonis 20% of net resource benefit. If total annual savings will exceed 63,668 Mib, the
total incentive to Con Edison will increase by an amount of 30% of the net resource benefit of the incremental
savings.
9. Total incentiveto Con Edisonis 20% of net resource benefit. For purposes of this exhibit, annual figures were
proportioned to annual cost of incentives to customers.






Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMSs

PROGRAM #3

Steam Demand Reduction Program

(SDRP)

Exhibit__(PW - 2D)

Amount of cumulative coincident demand reduction during the

least successful GVDRP event': 7,200 Iblhr
No. GVDRP Customers: 4
Average Demand Reduction Per Customer During GVDRP: 1,800 Iblhr
Assumed No. of First Year SDRP Participants: 20
Total Estimated Demand Reduction: 36,000 Ib/hr
RY1? RY2 RY3
SDRP Incentive Payments ($)3: 279,000 279,000 279,000
Software Development Expenses (One Time): 50,000 0 0
Total to Apply to FAC: 329,000( 279,000 279,000
Total Cap to Apply to FAC: 350,000 325,000f 325,000
Estimated Loss of Demand Revenue ($): 97,000 97,000 97,0001

Notes:

1. GVDRP is the General Voluntary Demand Reduction Program that Con Edison ran as a pilotin

the winter of 200612007.

2. The listed payments, revenue losses, and expenses will be incurred in RY1 only if the program is
approved by February, 2008. Otherwise these charges will be incurred in Rate Years 2 and 3 only.

3. The SDRP incentive payment was based on the assumption that the incentive paid to the

customers will be $150 per MIb avoided for each hour from 6 a.m. to 11 a.m. during the day of the
occurrence. Itis assumed that the customer response will be similar to the response during the

GVDRP.
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Pl ease state your name and busi ness address.

My name is Patrick Weel er and ny business address is
Consol i dat ed Edi son Conpany of New York, Inc. (“Con

Edi son"), 4 Irving Place, New York, New York 10003.
What is your present title at Con Edi son?

| amthe Departnment Manager of Steam Operations'

Busi ness Services & Operations Planning.

Pl ease state your educational and professional

backgr ound.

| graduated fromthe New Jersey Institute of Technol ogy

with a Bachel or of Science degree in Mechani cal

Engi neering. | also received a Master of Business
Adm ni stration degree fromDrexel University. | joined
Con Edison in 1984. Since then, | have held various

managenent positions of increasing responsibility

w t hin the Conpany, including corporate comrunications,
corporate planning, human resources, and custoner
service. In April 2006, | assunmed ny present position
as the Departnment Manager of Steam Operations' Business
Services & Operations Planning.

What are your current responsibilities?

| amthe Departnment Manager of Con Edison’s Steam
Operations' Business Services & Operations Planning,

whi ch includes busi ness devel opnent, custoner service,
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communi cati ons, and operations planning.

What is the purpose of your testinony?

The purpose of ny testinony is to discuss: (1) the
status of Con Edison's Steam Business Devel opnent ( SBD)
sal es pronotion neasures, including inplenentation of
the 2005 SBD Pl an Action Itens; (2) efforts to pronote
steam cooling and hybrid chillers; (3) energy
efficiency and peak | oad reduction prograns for
custoners; (4) proposed changes to the current Steam
Tariff; (5) an advertising canpaign to pronote steam
heati ng and cooling; (6) changes to the Negotiated Fuel
Cost Program (7) the reinstatenent of an 80/20
recovery nechani smfor new negoti ated agreenents for
steam servi ce discounts; and (8) the elimnation of
performance netrics for SBD activities.

STEAM BUSI NESS DEVELOPMENT SALES PROMOTI ON MEASURES

Pl ease descri be Con Edison's Steam Business Devel opnent
sal es pronotion neasures.

Con Edison's SBD group is fully staffed with nine

mar keti ng and technical experts. Over the past two
years, this group has devel oped and is inplenenting a
sal es and marketing programto acquire new accounts,
devel op the value of existing accounts, and retain

val uabl e accounts against rivals. The conponents of
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this sales and marketing program are:

The devel opment of a strong "val ue proposition” for
the use of district steamfor heating and cooling

| arge commercial and residential properties,

i ncl uding steam as an environnental ly sound resource
that will help the City to achieve its carbon

di oxi de em ssion reduction goals. This value
proposition includes reliability, ease of
operations, capital cost avoidance, risk mtigation
(e.g., avoiding hazardous material storage and
handl i ng, fuel deliveries, and on-site em ssion
responsibility), space efficiency, cleanliness, and
peak el ectric load reduction (steamcooling systens
benefit both the electric systemand an individual
building's internal electrical system. The value
proposition is consistently presented to custoners
and their representatives during sales calls,

t el ephone conversations, and e-mail contacts; during
presentations at industry and conpany sem nars; and
i n advertising, brochures, and other narketing
conmmuni cat i ons.

The inmplenentation of a formalized sal es process,
whi ch includes (1) prospecting and qualifying | eads;

(2) informng architects, engineers, devel opers, and
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ot her influencers of energy decisions of the
benefits of district steam (3) retaining and
expandi ng business with our |argest existing
accounts; (4) submtting proposals and arrangi ng
sal es presentations to attract new business; and (5)
I mprovi ng the coordination of custoner service for
new busi ness connections. As part of this process,
designated SBD staff nenbers nonitor real estate
activity within the steamfootprint to identify
potenti al steam business | eads. W conduct sales
presentations for new steam heating and/or cooling
busi ness and neet frequently wth key deci sion
makers anmong our top 450 accounts to identify

cust omer expansion opportunities.

The institution of a'steam account manager™ program
t hat provides each of our |argest accounts wth a
single point of contact to address any issues
regardi ng steam service. For major building
portfolio managers, we have teamed a steam account
manager with a corporate account executive to
provi de maj or custoners with enhanced custoner
service. As part of our custonmer contact

procedures, our steam account nanagers conplete a

custonmer data sheet to update information about
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customers' properties, equipnent, and future plans.
Al'l custonmer and prospect information is entered
Into our account managenent system for access by SBD
staff and others in Steam Operations. This is the
account managenment systemthat was installed as part

of the inplenentation of the 2005 SBD Pl an.

The inplenentation of a programto identify "at

ri sk" steam business for retention efforts. For
custonmers who denonstrate that they have viable
alternatives (i.e., leaving the steam system or
repl aci ng steam cooling equi pment with electric), we
provide themw th a conpetitive analysis
denonstrating the econom c benefits of district
steam and, where appropriate, offer themrate

I ncentives. For steam cooling business, we have
worked with the New York State Energy Research and
Devel opnment Authority (NYSERDA) to provide

I ncentives for steamcooling installations.

What ot her neasures has the SBD group taken?
In addition to the business attraction and retention
activities described above, the SBD staff inplenented

several other prograns:

Conduct ed energy audits for 30 sel ected custoners.

The objective of this programis to distribute a
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"best practices™ steamefficiency report to al

steam custoners. The initial set of reconmmendations
for heating custoners is posted on the Con Edi son
Steam Wb site at
www.coned.com/steam/ms_operationaltips.asp. The
best practices report for heating and cooling

custonmers w |l be conpleted by Decenber 2007.

Devel oped a steam demand reduction technique,
Storage of Thermal Energy in Existing Mechani cal
systens (STEEMs), which involves using stored
thermal energy in buildings to shift or reduce
custonmers' steampeak. This technique has been
tested at two locations. A nunber of demand
custoners have expressed interest in inplenmenting
STEEMs to reduce their peak demand.

Conpl eted a pilot program GCeneral Voluntary Demand
Reduction Program (GVDRP), to identify effective
demand reduction techni ques for custoners. These
techni ques are posted on the Con Edi son Steam Wb
site, http://ww.coned. conf steam kc_sdrt.asp, and
have been presented at custoner semni nars.
Establ i shed an advi sory group of customers,

devel opers, vendors, engineers, architects, and

other interested parties. The purpose of the group
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was to provide input and feedback on issues
associated with the installation and use of steam

cooling and hybrid chiller systens.

e Wrked with the U S Environnental Protection Agency
and U.S. Green Buildings Council to gain Leadership
i n Energy and Environnental Design (LEED)
recognition for district steamas an environnental |y
friendly product. W are working with several
custoners and their representatives to help their
bui | di ngs achi eve LEED- Exi sting Buil di ng ( EB)
certification. One of these custoners received a
LEED I nnovation Credit for installing a steam

m cr ot ur bi ne.

e Installed a steamm croturbine at our 74th Street
Station as a denonstration project. W wll pronote
this technology to our maj or steam custoners and
their representatives.

What progress have you nmade in inplenenting the

recommendat i ons of the 2005 St eam Busi ness Devel opnment

Pl an?

As part of the 2004 Steam Rate plan, a task force of

I ndustry and governnent representatives devel oped a

St eam Busi ness Devel opnent Plan (SBD Pl an), which was

filed in August 2005. As of Septenber 30, 2007, 17 of
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the 19 SBD action itens have been conpleted. These

i nclude, but are not limted to:

e Purchased and i npl enented a conprehensive custoner
account managenent system which is the central

source of all custoner and prospect data.

e Devel oped and inplenented a resource plan to
identify the staffing requirenents of the SBD group,
the skills required for the positions, and the

systens required to support the staff.

e Devel oped and inpl enmented a targeted marketing plan,
i ncluding direct marketing, pronotional brochures,

and print adverti sing.

e |nstalled demand neters and will comrence denand

billing in Decenber 2007.

e Conpleted the steam margi nal cost study (this study
Is being filed with the Coomssion's Records Access
O ficer because the Conpany's marginal cost is
confidential).

There are two action itens remai ning on which the

Conpany continues to work. They concern the need for

| nproved steamto-steamand el ectric-to-steamchiller

i ncentives and a project to determ ne how steam

condensate reuse could be used by custoners.

What st eam busi ness opportunities does the Conpany have

-8~
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as a result of the SBD neasures described?
We currently have custoners representing nore than
630, 000 M1b of additional sales committed to the steam
system over the next three years (included in the sales
forecast), and we are working on other new business
opportunities. The SBD Group is working on turning
t hese opportunities into comm tnents by mai ntaining
good rel ati onships with engi neers, architects,
devel opers, vendors, and ot her energy decision nmakers,
and providing themw th information on availability of
service, pricing, and the benefits of district steam
In fact, in focus group sessions conducted with
architects, engineers, devel opers, and chief engineers,
partici pants expressed favorabl e opinions of Con
Edison’s steam custonmer service, repair service, and
emer gency response. This information was included in a
report on the focus group sessions filed with the
Comm ssion's Director of the Ofice of Consuner
Servi ces on June 28, 2007.

STEAM COOLI NG AND HYBRI D CHI LLERS
What neasures is the Conpany taking to retain its steam
cool i ng customers?
Ret ai ni ng exi sting steamcooling custoners is a

chal l enge for Con Edison. Through the use of NYSERDA
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i ncentives and rate di scounts, we have nanaged to
retain nore than 50,000 tons of steam cooling | oad over
the past three years (2004-2006). In order to retain
steam cool i ng business, we identify those existing
steam custoners that have cooling equi pnent approaching
the end of its useful life. For those customers, we
address any concerns they may have with steam

technol ogy and costs in order to nmaintain continued
service. W provide assistance to these custoners to
hel p them avail thenselves of all possible financial

I ncentives for full steamcooling replacenent.

In addition, our approach includes a fall back position
of hybrid cooling wherever custoner-driven econom cs
warrant this alternative. It should be noted that both
steamto-steamrepl acement and hybrid chiller
instal l ations do not generally result in increased

sal es. New steam cooling equipnment is nore efficient
than existing equi pment and hybrid steamchillers would
use steam during peak el ectric demand hours only.

What nmeasures is the Conpany taking to attract new

st eam cool i ng busi ness?

Because of the installation and operating cost

di sadvant age that steamcooling has relative to

electric cooling, in recent years only one mgj or

-10-
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custoner has installed steamcooling as part of a
hybrid chiller plant in a new building. The incentives
provi ded by NYSERDA and Con Edi son are not | arge enough
to overcone these cost differentials. W target our
maj or "heating only" custoners that have electric
cool i ng equi pnent near the end of life to nake
proposals for hybrid cooling. During the past year, we
made 12 proposals to the nost viable candidates for
hybrid cooling. To date, none of the candi dates have
installed steamcooling. W continue to follow up wth
t hese custoners.

What have NYSERDA incentives done to hel p your steam
cool ing pronotion?

W work with NYSERDA to provide incentives for steam
cooling installations. In our discussions wth
NYSERDA, we have indicated that increased incentives
for both the avoided kW and project cap (the maxi num

al l owabl e incentive for a project) are needed to make
steamcooling conpetitive with electric. NYSERDA

I ncentives only partially offset the capital costs of
steamchiller installations, and operating cost

I ncentives are not available in any progranms from
NYSERDA. | have prepared an exhibit indicating the

operating cost differential between steamand el ectric

~-11-
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cool i ng.
Is the exhibit to which you refer entitled " Operating
Cost Differential, Steamvs. Electric Cooling"?
Yes, it is.

MARK FOR | DENTI FI CATION AS EXHIBIT _ (PW1)
Was this exhibit prepared under your direction or
super vi si on?
Yes, it was.
What is Con Edison doing to offset the operating cost
differential ?
W offer a discount on summer steam service that we are
proposing to continue. W are also working with the
City of New York to devel op progranms to offset the
operating cost differential between steamand el ectric
cooling. W have had ongoi ng discussions to create a
steamincentive programthat would provide a rate
di scount to participants who install and operate steam
chillers. This would be simlar to the Qty's existing
Energy Cost Savings Program (ECSP), a discount provided
by the City to gas and electric customers.
ENERGY EFFI Cl ENCY AND PEAK LOAD REDUCTI ON PROGRANS
What is the Conpany's policy related to steam energy
efficiency and demand reducti on?

The Conpany believes that cost-effective energy

-12-
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efficiency and demand reduction prograns for steam can
provide for customers' needs and, in line with the
State's and Aty's efficiency goals, provide inportant
environmental benefits. They will help reduce fossil-
fuel generation em ssions, such as CO,, which
contributes to gl obal warm ng, and nitrogen oxides,

whi ch contribute to snog.

There is now, nore than ever, heightened concern over
the environmental inpacts of electric and steam
generation due in part to increased concern over globa
climate change. It is New York State and New York City
policy to pursue cost-effective energy efficiency and
demand reduction nmeasures in order to reduce the
environnmental inpacts of electricity and steam
gener ati on.

What energy efficiency and peak | oad reduction prograns
are you proposi ng?

We are proposing three prograns: (1) a steam energy
efficiency program (2) a condensate heat recovery
program and (3) a steam demand reduction program In
the new steam energy efficiency program the target is
to reduce steam consunption by approxi mately 220, 000

M b per year in the year following rate year 3. This

will also result in a reduction in peak demand of

-13-
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approxi mately 25 Mlb/hr. |In the condensate heat
recovery program the target is to reduce steam
consunption by approximately 64,000 Mb per year in the
year following rate year 3. This will also result in a
reduction in peak demand of approximately 7 Mlb/hr. 1In
t he new demand reduction program the target is to
obtain 36 Mlb/hr of demand reduction in rate years 2
and 3. | have prepared a series of exhibits, each with
a separate worksheet, indicating savings in
consunption, reductions in peak demand, costs of the
program and incentives for custonmers and the Conpany
for each of the prograns.
Are the exhibits to which you refer entitled " Steam
Energy Efficiency and Demand Reduction Prograns™?
Yes, they are.

MARK FOR | DENTI FI CATION AS EXH BIT __ (PW2)
Can you descri be program#1, the steam energy
efficiency progranf
The focus of the programw || be to pronote inproved
steam use efficiency. Using SBD resources, we wl|
mar ket the program and enroll custonmers to participate
by inplementing steamefficiency nmeasures at their
facilities. W plan to establish agreenents with

custoners to reinburse themfor the installation of

-14-
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approved energy efficiency neasures. Sone of the
measures wi |l include insulating pipes and val ves,
testing and replacing steamtraps, and repairing steam
| eaks. Replacenent of inefficient steamchillers wth
nore efficient steamchillers is not included in this
program since existing incentives from NYSERDA and Con
Edi son address this issue and were di scussed
previously.

I nterested customers would hire an auditor to prepare
an audit report for subm ssion to Con Edi son for
approval. The report would identify a detail ed scope
of work, estimated installation costs and consunption
savings of all neasures, as well as assunptions used in
cal cul ati ng consunpti on savings. Upon review ng the
report, Con Edison will performa pre-installation

i nspection to confirmthe described conditions.

Based on the findings in the approved audit report, Con
Edi son woul d execute an agreenent with the custoner.
After a successful post-installation inspection, Con
Edi son woul d pay the | owest of the follow ng three
factors:

1. 50% of the total submtted contractor invoices.

2. A facility cap of $80, 000.

3. The product of $24/Mlb and the annual M b saved.

-15-
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(The $24/M1lb represents half of the average

installation cost, as calculated in the site

specific energy audit reports that were prepared

as a result of the energy audit program)
Have you prepared an exhi bit show ng how the incentive
from Con Edi son woul d be cal cul ated, entitled " Custoner
I ncentive Cal cul ation™?
Yes, | have.

MARK FOR | DENTI FI CATION AS EXH BI' T _ (PW2A)
W1l the custoner be responsible for hiring the
contractor and inplenenting the efficiency neasures?
Yes, the custoner will be responsible for hiring a
contractor to install and/or inplenment energy
efficiency neasures.
Have you prepared an exhibit indicating the estinmated
consunpti on savings, programcosts, and incentives for
the steamenergy efficiency program entitled " Steam
Energy Efficiency Progrant?
Yes, | have.
MARK FOR | DENTI FI CATION AS EXHIBIT _ (PW-2B)

Can you descri be program #2, the condensate heat
recovery progranf
For the condensate heat recovery program Con Edi son

woul d al l ocate funding and i ssue a Request for Proposa

-1l6-
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(RFP) to SC-2 and SC-3 custoners to help them offset

the cost of installation of condensate heat recovery

systenms. These systens woul d be conprised of a heat

exchanger to recover heat from condensate for donmestic

wat er preheating, fresh air preheating, and/or

circulating hot water preheating. Custoners who have

an opportunity for condensate heat recovery, whether an

addi tional or new system would submt proposals to Con

Edi son for a systeminstallation. The proposals woul d

i ncl ude:

e sinple block diagram

e sequence of operation

e capacities of mmjor equipnent

e estimated annual steam savings, including
assunpti ons used

installation cost estinmate

schedul e of work

Upon review ng the proposal, Con Edi son would performa
pre-installation inspection. After executing an
agreenment with Con Edison, the custoner would hire a
contractor to install the system After a post-
Installation inspection, Con Edi son woul d pay the

| onest of the follow ng three factors:

1. 50% of the total submitted contractor invoices.

-17-
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2. A facility cap of $60, 000.

3. A product of $41/Mlb and the annual M b saved.
(The $41/M1b represents half of the average
installation cost, as calculated in the site
specific energy audit reports that were prepared
as a result of the energy audit program)

The actual reinbursenent would be cal cul ated and i ssued

after the custoner submts all the invoices to Con

Edi son and Con Edi son conpl etes a post-inspection.

Fundi ng woul d be awarded on a first conme, first serve

basi s.

Have you prepared an exhibit indicating the estinmated

consunption savings, programcosts, and incentives for

t he condensate heat recovery program entitled

" Condensat e Heat Recovery Prograni' ?

Yes, | have.

MARK FOR | DENTI FI CATION AS EXHI BIT _ (PW 20

Pl ease describe program #3, the steam demand reducti on

program

For the steam demand reduction program Con Edi son

woul d solicit proposals fromcustoners on what they can

do to reduce their winter peak demand. As part of the
solicitation, Con Edison would provide information on

Its Storage of Thermal Energy in Existing Mechani cal

-18-
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Systens (STEEMs) program Participants woul d be

sel ected based on the quality and feasibility of their
proposed on- peak demand reducti on nmeasures.

Pl ease describe how this programw ||l work, once the
partici pants have been identified.

The program which is open to demand-billed custoners

only, would work as foll ows:

Partici pants would be contacted during selected cold
weat her days and requested to inplenent their demand

reducti on neasures.

The nunber of occurrences per winter is estimated to be
five, but the actual nunmber nmay vary dependi ng on the

nunber of very cold days.

The participating custonmers will be paid $150 for each
Mb that they avoid for each hour from6 am to 11
a.m, Mndays through Fridays, on the day of an
occurrence.

Con Edison will calculate a participant's demand
reduction by conparing their demand profile during the
occurrence wth a "baseline” demand profile at a

simlar tenperature day.

Any permanent demand savings that arise fromefficiency
measures (such as trap replacenents and new i nsul ati on)

woul d not be included in the cal cul ati on of | oad

-~19-
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curtail ment savings.
Have you prepared an exhibit indicating the estimted
peak demand reduction, programcosts, and incentives
for the steam demand reduction program entitled " Steam
Demand Reduction Progran'?
Yes, | have.

MARK FOR | DENTI FI CATION AS EXHIBIT _ (PW 2D)
What woul d be the basis for the incentives that you
will pay to custoners under the steamenergy efficiency
and condensate heat recovery prograns?
The incentives paid to custoners nust pass a Total
Resource Cost Test, neaning that the resource benefit
of these prograns nmust exceed the resource cost. The
resource benefit for the energy efficiency and the
condensat e heat recovery prograns woul d be based on the
assunption that the useful life of the energy
efficiency neasures is 10 years. The resource benefit,
based on the 10-year net present value of the sum of
the estimated fuel savings, water and chem cal savings,
and the margi nal capacity cost savings, is estimated to
be $125 per annual Mb saved. Efficiency measures with
costs that exceed this figure in either programw ||
not qualify for any incentives. The termof 10 years

was used because it is a conservative estinate for the

-20-
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expected useful life of the energy efficiency neasures.
What wi Il be the basis for the incentives that you wll
pay to custoners under the steam demand reduction

progr anf?

The resource benefit of the steam denmand reduction
program woul d be based on the margi nal capacity cost
savings, including incremental property taxes and O&M
cost savings. Any incentive paid to a custonmer will be
| ess than the narginal capacity cost.

What incentives to the Conpany are you proposing?

| am proposing an incentive of 20% of net resource
benefits for the savings achieved, up to the total
target of 284,000 Mb (the energy efficiency and
condensate heat recovery prograns). After achieving
the target, the incentive would be 30% of net resource
benefits for the savings achieved in excess of the
284,000 M b target. The Conmpany w |l cal cul ate the net
resource benefit for a specific custoner installation
after the installation is conplete.

How woul d the program costs for all these prograns be
recovered, including the incentives to the Conpany?

Al'l programcosts not recovered in rates, inclusive of
I ncentives paid to custoners, and incentives earned by

the Conpany for the steam energy efficiency, condensate

-21-
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heat recovery, and steam demand reduction prograns,
woul d be recovered through the steam fuel adjustnent
clause (FAC) as they are incurred. W estinmate that
the total cost of the progranms charged to the FAC will
be approximately $12.7 mllion through Rate Year 3,
with a total programcap of $13.5 nmillion.
Have you prepared an exhibit indicating the total
estimated expenses for all three prograns to be applied
to the FAC, entitled "Estimated Charges to the FAC'?
Yes, | have.

MARK FOR | DENTI FI CATION AS EXHI BIT _ (PW 2E)
Are there any other financial neasures that the Conpany
I S proposi ng?
Yes. As described in the testinony of Conpany w t ness
Rasnmussen, the Company is proposing a Steam Revenue
Adj ust mrent Mechani sm (SRAM to elimnate any potenti al
financial disincentive the Conpany may have to
I mpl emrent energy efficiency prograns.

TARI FF CHANGES

| s the Conpany proposing any nodifications to its Steam
Tariff?
We are proposing the follow ng changes to our tariff:
(i) adding a charge of $900 per instance for replacing

damaged neters and associ ated equi pnent to encourage

-2~
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custoners to take proper care of their steamneters and
meter area. This is the estimated | abor cost for
replacing and repairing a typical steamneter and
associ ated equi pnent; (ii) adding a dishonored check
fee of $12, simlar to our electric and gas tariffs;
(iii) elimnating the summer period in R der E, Leaf
13Aa, (Negotiated Steam Fuel Cost Progran) because,
while the winter programhas had custoner interest, the
| ow participation in the summer program does not
justify the continuation of this program (see page 26);
(iv) adding | anguage to the Custonmer Prepaynents, Leaf
4 and 4-A, which may require retroactive payments from
custoners who the Conpany determ nes, subsequent to
extendi ng or reinforcing the Company’s mains or
installing a steam service, did not provide sufficient
revenue within two years to justify the expenditure

i nvol ved; (v) elimnating the Leases of Boiler

Equi prent, Leaf sections 7, 8, 9, 10 and 19 (and table
of contents Leaf Nos. 2 and 2A) because t he Conpany
does not intend to | ease customer boilers to provide
suppl emental steam | oad; and (vi) changing Leaf No. 7-

G, 1-D, as follows:

e Change the nane from"Steam Repair Service" to

"Steam Repairs and O her Services" so that custoners

-23-
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may be charged tariffed rates for other custoner-

request ed services;

e Elimnate the line itens "replace 300 # flange val ve

(greater than 4")" and "repair gasket (1" to 16")”
to instead assess custoner specific charges (on the

basis of the materials and | abor charges identified
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in the tariff) since material costs can vary w dely

dependi ng on the size of a flange valve or gasket;

e Add a paragraph that states: ™A Custonmer who wants
to obtain pulse signals fromthe Conpany's demand
nmeter will be charged based on the above Materials
and Labor charges for the Conpany to inspect the
custoner's equi pnment for conpliance with the
Conpany' s specifications, and, if approved by the
Conpany, to interconnect that equipnent to the
Company’s flow conputer that is attached to the
meter."

I s the Conpany reconmendi ng any ot her changes?

Yes. The Conpany is proposing tariff changes to extend

the period for accepting applications fromSC 2 and 3
custonmers installing a new or replacenment steamair-
condi tioning systemunder the current air-conditioning

i ncentive program This program provides a $2.00 per

M b di scount off base rates for steamused in excess of

-24-
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the first 250 Mb for SC 2 and in excess of the first
50 Mb for SC 3 in each nonthly billing period during
t he summer nmonths of May to Cctober. The proposed
extension is through Septenber 30, 2009. 1In the
context of a nmulti-year plan, we would provide a
further extension through the last day of the rate
plan. This extension will enable the Conpany to
continue to pronote steamair conditioning.
Are you proposing to update the costs of providing
various existing services?
Not at this tinme. These charges may need to be updated
to reflect the current costs of providing these
services. W are conducting studies of |abor,
materials, and other costs to determine if these
charges need to be updated. During the course of this
proceedi ng, we will update these charges, if necessary.
ADVERTI SI NG CAMPAI GN
Do you plan to expand your advertising canpaign to
pronote steam heating and cool i ng?
To support the business devel opment activities
described in this testinmony, we plan to expand the
exi sting advertising canpaign to strengthen the brand
recognition of Con Edison’s steamservice. This print

and out - of - hone advertising canpaign (i.e., newspapers,

-25-
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magazi nes, tel ephone kiosks, and posters) wll pronote
steam heating and cooling for |arge comercial and
hi gh-rise residential properties in Manhattan. The
canpaign will pronote the many advantages of Con Edi son
steam (reliable, clean, easy to operate, space saving,
etc.) to position it as the energy of choice for the
target audience. The target audience will include
architects, engineers, devel opers, property owners, and
bui | di ng managers. The nedia activity wll be planned
t hroughout the year, starting in the fall 2008, to
provi de continual support for SBD staff in the field.
What is the cost of this advertising canpaign?
The cost of this advertising campaign is $500, 000 per
year, which includes $415,000 for nmedia and $85, 000 for
creative devel opment and production. | have prepared
an exhibit indicating the nedia plan and budget for the
proposed advertising canmpaign entitled " Steam
Advertising Canpaign."”

MARK FOR | DENTI FI CATI ON AS EXHI BI' T (PW-3)

NEGOTI ATED STEAM FUEL COST PROGRAM

Pl ease describe the Conpany's Negoti ated Steam Fue
Cost program
Pursuant to the 2004 Steam Rate Pl an, the Conpany

I mpl emented a Negotiated Steam Fuel Cost Program under

-26-
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Rider EE W offer fixed fuel adjustnent prices based
upon financial hedges obtained in the natural gas
markets. Vol unmes covered under Rider E were limted to
50% of the previous two years nonthly average
consunption for each nonth. Based on discussions wth
program participants and other parties, the vol une
coverage was increased to 60% prior to the 2006/2007

w nter period. The purpose of this program as set
forth in the Steam Tariff (Leaf No. 13-A), is to
provi de an opportunity for custoners to mtigate
volatility for their budgeting purposes.

Pl ease describe the programactivity thus far.

W have offered the programduring three wnter periods
from Decenber through March (2004/2005, 2005/2006, and
2006/2007) and three sumer periods from June through
August (2005, 2006, and 2007). During the 2006/2007

w nter period, we had 40 accounts enrolled in the
program and, for the winter period 2007/2008, we have
57 accounts enrolled, our highest total since the
program began. Because of the interest in the winter
program we reconmend continuing it. For the sunmmer
program however, the participation and interest have
been declining in recent years. For exanple, this past

sumer, we had 10 accounts enroll in the program the
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| owest nunber since the program began.

What do you propose as a result of the | ow sunmer
partici pation?

We propose to elimnate the summer portion of the
Negoti at ed St eam Fuel Cost program

80/20 RECOVERY MECHANI SM FOR NEW NEGOTI ATED
STEAM SERVI CE AGREEMENTS

What is the Conpany proposing in terns of the recovery
of revenue shortfalls associated with rate discounts
under new negotiated contracts to retain existing
custoner | oad?

The Conpany's tariff provides for negotiated steam
service agreenents, to be offered by the Conpany at its
sole discretion, to retain custoners wth viable
conpetitive alternatives to Con Edison's steam servi ce.
W are proposing to recover revenue shortfalls
resulting fromnew negotiated contracts entered into
during the termof the rate plan to be shared 80
percent by custoners and 20 percent by the Conpany.

The 80 percent share to be recovered from custoners

w || be deferred.

Why are you proposing this 80/20 recovery nechani smfor
new negoti ated contracts?

The purpose of the negoti ated steam servi ce agreenents

Is to retain custoners for Con Edison's steam system

-28-
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A growi ng steam system benefits all steam custoners by
distributing fixed costs over a | arger custoner base.
The current recovery method places the full burden of
t he di scount on new contracts on the Conpany in between
rate plans, giving no recognition to the benefits

achi eved for custoners. The 80/20 recovery nechani sm
woul d provide a nore equitable nmeans of allocating
costs and benefits of the negotiated steam service
agreenent s.

WIIl this recovery method be required if the SRAMis

i mpl ement ed?

No. This recovery nmethod will not be necessary if the

SRAM i s i npl ement ed.

ELI M NATI ON OF PERFORMANCE METRI CS FOR SBD ACTI VI TI ES

Does the 2006 Steam Rate Pl an provide that any
performance nmetrics are continued beyond the terns of
that rate plan?

Yes. The 2006 Steam Rate Pl an provides that the

per f ormance metrics concerni ng nmeetings and contacts in
section G 3 and the Custoner Service nmetrics in section
G 8 woul d continue beyond the termof the rate plan
unl ess and until nodified by the Conm ssion.

Are you proposing to elimnate these performance

metrics?
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PATRI CK WHEELER - STEAM

Yes. As a result of the steam business devel opnent
nmeasures described earlier in this testinony, we are
proposing the elimnation of the SBD perfornmance
metrics.

Are you considering continuing the customner

sati sfaction surveys?

In an effort to continually inprove, we want to measure
the |l evel of satisfaction of our custonmers related to
emergency calls and billing inquires. W wll continue
to conduct these surveys and file an annual report wth
the Conmssion's Director of the Ofice of Consumer
Servi ces.

Does this conclude your initial testinony?

Yes, it does.
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Exhibit__(PW -1)

Consolidated Edison Company of New York, Inc.

Operating Cost Differential

Steam vs. Electric Cooling -- Sample Customer, 7,200 Tons of Cooling

Hybrid Hybrid All Steam
All Electric | w/Discount | No Discount|No Discount
"Total Steam Chiller
Capacity| Tons 0 2400 2400 7200
Total Electric
Chiller Capacity| Tons 7,200 4,800 4,800 0
Cost of Steam| $/mlb $16 $9.50 $16 $16
Steam Chillers Max
Operating Capacity| Tons 0 2,400 2,400 7,007
Electric Chillers
Max Operating
Capacity| Tons 7,007 4,800 4,800 0
Steam Consumed| Mibs 0 3,642 3,642 60,461
Delivery Demand| kW 4,835 3,563 3,563 1,121
Supply Demand| kw 4,835 3,563 3,563 1,121
Off-Peak kWh| kWh 1,341,767 1,331,064 1,331,064 311,134
Peak kWh| kwh 2,830,054 2,647,744 2,647,744 656,244
Total| kwh 4,171,821 3,978,808 3,978,808 967,379
Electricity Charges| $ $1,054,941 $881,092 $881,092 $244,624
Steam Charges| g $0 $35,220 $59,317 $984,792
Total Net Energy
Charges| g $1,054,941 $916,312 $940,409| $1,229,416
Steam Installation
Costl $ $0| $2,376,0000 $2,376,000 $7,128,000}
Electric Installation
Cost g $5,760,000( ($1,920,000) ($1,920,000) ($5,760,000)
Total Incremental
Installation Cost| g BASE $456,000 $456,000| $1,368,000
Annual Operating
Cost Savings| $ BASE $138,630 $114,532| ($174,475)
Simple Payback
Period: BASE 33 40 (7.8)

yIrs






Exhibit__(PW -2A)

Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMS

Customer Incentive Calculation
Steam Energy Efficiency Program
Example of Customer Incentive Calculation for the Energy Efficiency Program

Estimated annual consumption savings: 4,000 Mib
Incurred installation costs: $190,000

Calculation of Incentive - Identify the lowest of the following 3 items:

1. 50% of the incurred installation costs: $95,000
2. Facility cap: $80,000
3. $24/Mib multiplied by no. MIb saved $96,000

Result - Customer Incentive:
Facility cap is the lowest, hence, customer incentive from Con Edison will be $80,000.






Exhibit__(PW - 2B)

Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMS

PROGRAM #1
Steam Energy Efficiency Program

Customer's unit installation cost without

any incentives' 47 $/annual Mib saved
% of Cost that will be shared by Con
Edison 50%
Con Edison's maximum share of
installation costs 24 $/annual Mlb saved
RY1 RY2 RY3 Year Post RY3 Total

Cumulative Steam Consumption Savings,
Mib? 0 44,008 99,019 220,042
Cumulative Steam Demand Savings,
Mib/hr? 0 5 11 25
Total Cost of Incentives to customers® $0 $1,056,202 $4,224,806 $0 $5,281,008
M3 Vv $0 $73,934 $295,736 $0 $369,671
Administration $35,207 $35,207 $35,207 $0 $105,620
Estimated Incentive to Con Edison® $0 $552,153 $2,208,613 $0 $2,760,766

Total to Apply to FAC: $35,207 $1,717,496 $6,764,362 $0 $8,517,065

Total Program Cap to Apply to FAC, $|
(excl PBR loss): $9,000,000

Cumulative Lost PBR® $0 $462,088 $1,039,698 $2,310,441
Estimated No. of Sites 60
Facility Cap ($) $80,000
TotalResource Cost Test
Customers' Estimated Net Out of Pocket
Costs For All 3 Years® $4,800,000
10 Year NPV of Resource Costs (excl.
Incentive to Con Edison) $8,155,190
Resource Benefits’ $21,959,020
Incentive to Con Edison® $2,760,766
Notes:

1. Source: Site specific energy audit reports

2. The listed steam savings are estimated for a given Rate Year. Systems installed during RY3 will realize an
additional annual estimated savings of 121,023 Mlb, for a total annual estimated savings of 220,042 Mib.

3. Itis assumed that the reduction in peak demand will arise from the consumption savings that are evenly
distributed throught the year.

4. Itis estimated that 20% of all the costs will be incurred in RY 2, and remaining 80% in RY 3.

5. The listed Pure Base Revenue (PBR) losses are estimated for a given Rate Year. Systems installed during
RY3 will realize an additional annual estimated PBR losses of $1,270,743, for total annual estimated PBR losses
of $2,310,441.

6. Itis assumed that Customer's net out of pocket costs will be equal to the facility cap.

7. Useful Life of 10 years for the energy efficiency measures was assumed. Resource Benefit was calculated by
taking the net present value of the projected avoided costs listed below. If total annual savings will exceed
220.042 MIb, the Resource Benefit will be higher.

- Fuel

-Water & Chemicals

- Marginal capacity
8. Total incentive to Con Edison is 20% of net resource benefit. If total annual savings will exceed 220,042 Mib,
the total incentive to Con Edison will increase by an amount of 30% of the net resource benefit of the incremental
savings.
9. Total incentive to Con Edison is 20% of net resource benefit. For purposes of this exhibit, annual figures were
proportioned to annual cost of incentives to customers.






Exhibit__(PW - 2C)

Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMS

PROGRAM #2
Condensate Heat Recovery Program

Customer's unit installation cost without
any incentives' 83 $/annual mib saved
% of Cost that will be shared by Con
Edison 50%
Con Edison's maximum share of
installation costs 41 $/annual mlb saved
RY1 RY?2 RY3 Year Post RY3 Total

Cumulative Steam Consumption Savings,
Mib® 0 12,734 28,651 63,668
Cumulative Steam Demand Savings, :
Mib/hr® 0 1 3 7
Total Cost of Incentives to customers® $0 $522,078 $2,088,310 $0 $2,610,388
ma v $0 $36,545 $146,182 $0 $182,727
Administration $17,403 $17,403 $17,403 $0 $52,208
Estimated Incentive to Con Edison® $0 $91,751 $367,004 $0 $458,755

Total to Apply to FAC: $17,403 $667,777 $2,618,899 $0 $3,304,078

Total Program Cap to Apply to FAC, $
(excl PBR loss): $3,500,000

Cumulative Lost PBR" $0 $133,703 $300,831 $668,514
Estimated No. of Sites 40
Facility Cap ($) $60,000

Total Resource Cost Test

Customers' Estimated Net Out of Pocket

Costs For All 3 Years® $2,400,000
10 Year NPV of Resource Costs (excl.

Incentive to Con Edison) $4,059,950
Resource Benefits’ $6,353,727
Incentive to Con Edison® $458,755
Notes:

1. Source: Site specific energy audit reports

2. The listed steam savings are estimated for a given Rate Year. Systems installed during RY3 will realize an
additional annual eslimated savings of 35,017 Mlb, for a total annual estimated savings of 63,668 Mib.

3. Itis assumed that the reductionin peak demand will arise from the consumptionsavings that are evenly
distributedthrought the year.

4. ltis estimated that 20% of all the costs will be incurredin RY 2, and remaining 80% in RY 3

5. The listed Pure Base Revenue (PBR) losses are estimated for a given Rate Year. Systems installed during RY3
will realize an additional annual estimated PBR losses of $367.683, for total annual estimated PBR losses of
$668,514.

6. It is assumed that Customer's net out of pocket costs will be equal to the facility cap.

7. Useful Life of 10 years for the energy efficiency measures was assumed. Resource Benefit was calculated by
taking the net present value of the projected avoided costs listed below. If total annual savings will exceed 63,668
Mib, the Resource Benefit will be higher.

- Fuel

- Water & Chemicals

- Marginal capacity
8. Total incentiveto Con Edisonis 20% of net resource benefit. If total annual savings will exceed 63,668 Mib, the
total incentive to Con Edison will increase by an amount of 30% of the net resource benefit of the incremental
savings.
9. Total incentiveto Con Edisonis 20% of net resource benefit. For purposes of this exhibit, annual figures were
proportioned to annual cost of incentives to customers.






Consolidated Edison Company of New York, Inc.
STEAM ENERGY EFFICIENCY AND DEMAND REDUCTION PROGRAMSs

PROGRAM #3

Steam Demand Reduction Program

(SDRP)

Exhibit__(PW - 2D)

Amount of cumulative coincident demand reduction during the

least successful GVDRP event': 7,200 Iblhr
No. GVDRP Customers: 4
Average Demand Reduction Per Customer During GVDRP: 1,800 Iblhr
Assumed No. of First Year SDRP Participants: 20
Total Estimated Demand Reduction: 36,000 Ib/hr
RY1? RY2 RY3
SDRP Incentive Payments ($)3: 279,000 279,000 279,000
Software Development Expenses (One Time): 50,000 0 0
Total to Apply to FAC: 329,000( 279,000 279,000
Total Cap to Apply to FAC: 350,000 325,000f 325,000
Estimated Loss of Demand Revenue ($): 97,000 97,000 97,0001

Notes:

1. GVDRP is the General Voluntary Demand Reduction Program that Con Edison ran as a pilotin

the winter of 200612007.

2. The listed payments, revenue losses, and expenses will be incurred in RY1 only if the program is
approved by February, 2008. Otherwise these charges will be incurred in Rate Years 2 and 3 only.

3. The SDRP incentive payment was based on the assumption that the incentive paid to the

customers will be $150 per MIb avoided for each hour from 6 a.m. to 11 a.m. during the day of the
occurrence. Itis assumed that the customer response will be similar to the response during the

GVDRP.






