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ORDER APPROVING ELECTRIC, GAS AND STEAM
RATE PLANS IN ACCORD WITH JOINT PROPOSAL

(Issued and Effective February 21, 2014)

BY THE COMMISSION:

INTRODUCTION

In this order, the Commission approves a two-year
electric rate plan and three-year gas and steam rate plans for
Consolidated Edison Company of New York, Inc. (Con Edison or the
Company) . The rate plans are generally in accord with the terms
of a Joint Proposal made by Con Edison, Staff of the Department
of Public Service and ten other parties, with some minor
modifications.

For the two-year electric rate plan, electric delivery
service revenue requirement is decreased by $76.192 million
(1.5%) in Rate Year One and increased by $123.968 million (2.4%)
in Rate Year Two. At the end of the two-year rate plan, the
resultant level of electric delivery service revenue requirement
is $47.776 million (0.9%) higher than current rates provide, a
0.4% increase over current levels on a total bill basis. The
revenue requirements are levelized during the two years of the
rate plan to remain equal to the current rate-level of electric
delivery service revenues. As a result of the levelizing, a
$30.1 million customer credit will remain at the end of the two-
year rate plan which will be applied to reduce customer bills in
the year after Rate Year Two 1f rates are not otherwise reset by
the Commission for that year.

For the three-year gas rate plan, gas delivery service
revenue requirement is decreased by $54.602 million (5.7%) in
Rate Year One and increased by $38.620 million (4.3%) in Rate
Year Two and $56.838 million (6.0%) in Rate Year Three. At the
end of the three-year rate plan, the resultant level of gas
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delivery service revenue requirement is $40.856 million (4.3%)
higher than current rates provide, a 2.2% increase over current
levels on a total bill basis. The revenue requirements are
levelized during the three years of the rate plan to remain
equal to the current rate-level of gas delivery service
revenues. As a result of the levelizing, a $32.265 million
customer credit will remain at the end of the three-year rate
plan which will be applied to reduce customer bills in the year
after Rate Year Three if rates are not otherwise reset by the
Commission for that year.

For the three-year steam rate plan, steam delivery
service revenue requirement is decreased by $22.358 million
(5.0%) in Rate Year One and increased by $19.784 million (4.7%)
in Rate Year Two and $20.270 million (4.6%) 1in Rate Year Three.
At the end of the three-year rate plan, the resultant level of
steam delivery service revenue requirement is $17.696 million
(4.0%) higher than current rates provide, a 2.7% increase over
current levels on a total bill basis. The revenue requirements
are levelized during the three years of the rate plan to remain
equal to the current rate-level of steam delivery service
revenues. As a result of the levelizing, an $8.158 million
customer credit will remain at the end of the three-year rate
plan which will be applied to reduce customer bills in the year
after Rate Year Three if rates are not otherwise reset by the
Commission for that year.

The rate plans include, among other things, revenue
allocation and rate design changes consistent with cost of
service principles, a new business incentive rate program to
assist small businesses recovering from Superstorm Sandy,
enhanced electric and gas low-income discounts, and changes to
voluntary time-of-use rates, particularly for owners of electric

vehicles.
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The rate plans provide for substantial investment in
capital projects and programs to address such things as
reliability, storm hardening and resiliency, the replacement of
leak-prone gas pipe, new business and oil-to-gas conversions.
In addition, Con Edison will pursue a plan to address
significant load growth in the Brownsville section of Brooklyn
with distributed resources as an alternative to traditional
infrastructure, provide funding for fault current mitigation
technologies to facilitate distributed generation installations,
and develop an implementation plan for a microgrid pilot
project. These capital investments should lead to more
efficiencies, improve the security of Con Edison's systems and,
ultimately, reduce costs to customers.

The rate plans also include modifications to the
electric, gas and steam safety and reliability performance
metrics and customer service metrics to provide incentives for

higher levels of performance.

BACKGROUND AND HISTORY OF THE PROCEEDING

Con Edison’s last electric major rate order was issued
March 26, 2010 and established a three-year electric rate plan
through March 31, 2013.% Con Edison’s last gas and steam major
rate order was issued September 22, 2010 and established three-

year gas and steam rate plans through September 30, 2013.7

Case 09-E-0428, et al., Consolidated Edison Company of New
York, Inc. - Electric Rates, Order Establishing Three-Year
Electric Rate Plan (issued March 26, 2010).

2 Cases 09-S-0794 and 09-G-0795, et al., Consolidated Edison
Company of New York, Inc. - Steam and Gas Rates, Order
Establishing Three-Year Steam and Gas Rate Plans and
Determining East River Repowering Project Cost Allocation
Methodology (issued September 22, 2010).

-4 -
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On January 25, 2013, Con Edison filed tariff revisions
to change its rates, charges, rules and regulations for
electric, gas and steam service. Preliminary updates to the
rate filings were provided by Con Edison on March 25, 2013, and
additional updates were included with the rebuttal testimony the
Company filed on June 21, 2013. Con Edison made additional
minor adjustments to its rate proposals in the briefs it filed
subsequent to the evidentiary hearings. The Commission has
suspended Con Edison’s rate filings and initiated these
proceedings to examine the merits of the Company’s proposals.
The suspension periods currently extend to February 28, 2014.
New rates were originally proposed to go into effect on
January 1, 2014.

After all updates were incorporated, Con Edison had
proposed to increase its electric service rates and charges by
approximately $417.6 million for the 12-month period beginning
January 1, 2014. The proposed revenue increase would equate to
an 8% increase in delivery revenues and an overall bill increase
of approximately 3.7%. Con Edison had proposed to increase its
gas service rates and charges by approximately $27.3 million for
the 12-month period beginning January 1, 2014. The proposed
revenue increase would equate to a 2.8% increase in delivery
revenues and an overall bill increase of approximately 1.5%.

Con Edison had proposed to increase its steam service rates and
charges by approximately $7.9 million for the 12-month period
beginning January 1, 2014. The proposed revenue increase would
equate to a 1.8% increase in delivery revenues and an overall
bill increase of approximately 1.2%.

Staff of the New York State Department of Public
Service (Staff) began its audit and investigation of the rate
filings soon after they were submitted. An initial conference

of the active parties was held on March 11, 2013, and the
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schedule for these cases was set shortly thereafter. A common
record for use in these three separate proceedings was created
such that anything in the common record may be cited in any of
the individual proceedings. The Commission was given a
preliminary briefing at the March 14, 2013 Session.

Con Edison filed a notice of impending settlement
negotiations on June 3, 2013. A memorandum from the judges
concerning the adequacy of this notice was distributed to
Commissioners on June 7, 2013. An initial settlement conference
was held on June 10, 2013, followed by numerous additional
settlement conferences. The initial round of settlement
conferences did not result in a Joint Proposal.

The primary evidentiary hearings in these cases were
held in New York City between July 22 and August 2, 2013.
Administrative Law Judges Paul Agresta, Julia Smead Bielawski
and Eleanor Stein presided at the evidentiary hearings. The
transcripts of the evidentiary hearings encompass a total of
2,420 pages. A total of 167 sets of pre-filed testimony and 997
exhibits were also received into evidence. Pre-filed testimony
and/or exhibits were submitted by Con Edison; Staff; Astoria
Generating Company, L.P. (Astoria); Center for Climate Change
Law at Columbia University (Columbia); City of New York (NYC);
Consumer Power Advocates (CPA); County of Westchester
(Westchester); Environmental Defense Fund (EDF); Natural
Resources Defense Council (NRDC); New York Energy Consumers
Council, Inc. (NYECC); New York Power Authority (NYPA); New York
State Office of the Attorney General (AG); Pace Energy and
Climate Center (Pace); Public Utility Law Project of New York,
Inc. (PULP); United States General Services Administration
(GSA); Utility Intervention Unit, Division Of Consumer
Protection, Department Of State (UIU); and Utility Workers Union

of America, AFL-CIO, Local 1-2 (UWUA). Assemblywoman Amy Paulin
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(Paulin) and Retail Energy Supply Association (RESA) also
participated in the evidentiary hearings. After the primary
evidentiary hearings were concluded, initial and reply briefs
were filed in these cases by nineteen parties whose positions
are summarized in Appendix A. Included in that summary is the
position of Empire State Development (ESD) which submitted a
statement in lieu of testimony.

Public statement hearings in these cases were held on
October 9 and 10, 2013 in New York City and Westchester County
respectively. Administrative Law Judge Eleanor Stein presided
at the public statement hearings, joined by Commissioner
Patricia L. Acampora in New York City and Commissioner Diane X.
Burman in Westchester. The comments made at the public
statement hearings and also those otherwise received by the
Commission are described below.

On October 10, 2013, settlement negotiations resumed.
Thereafter, the negotiations were facilitated by Administrative
Law Judge Kimberly Harriman. At a procedural status conference
held on December 9, 2013, Con Edison, Staff and other parties
represented that there was a high probability that a joint
proposal was likely to be executed on or before December 31,
2013. They therefore requested a suspension of the litigation
schedule. Some parties indicated that they might oppose the
joint proposal or might not join into the joint proposal.

The Joint Proposal was filed on December 31, 2013. It
was executed by 12 parties: Con Edison, Staff, NYPA, NYC, UIU,
CPA, NYECC, Astoria, Pace, Columbia, EDF and NRG Energy, Inc.
(NRG) . The Joint Proposal and a summary of its terms were
promptly posted on the Department's web site for public
inspection.

Westchester, AG and UWUA filed statements indicating
that they do not oppose the Joint Proposal. PULP filed

-7 -
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pre-filed testimony and a statement in opposition to the Joint
Proposal. RESA filed a statement in opposition to the Joint
Proposal, and RESA's position has been supported in comments by
the New York State Energy Marketers Coalition (NYSEMC) .

A notice soliciting public comments on the Joint
Proposal was issued on January 3, 2014, setting a deadline of
January 24, 2014 for the receipt of public comments. The
comments received are described below.

Evidentiary hearings to test the Joint Proposal in
these cases were held in New York City on January 14, 2014.
Administrative Law Judges Paul Agresta and Julia Smead Bielawski
presided at the evidentiary hearings. The transcript of these
hearings encompasses a total of 121 pages. Two sets of pre-
filed testimony submitted by PULP and four additional exhibits
were also received into evidence. Con Edison and Staff also
produced panels of witnesses at the hearing that were subjected
to cross-examination without pre-filed testimony.

Resiliency Collaborative

Concurrent with the above-described procedure,
Administrative Law Judge Eleanor Stein led a collaborative track
of these proceedings regarding storm hardening/resiliency
issues. Collaborative and working group meetings were held
between July 8, 2013 and November 19, 2013. They resulted in a
Stipulation regarding flood maps between Con Edison, NYC,
Columbia, Pace, EDF and NRDC filed on July 19, 2013, and a Storm
Hardening and Resiliency Collaborative Report prepared and filed
by Con Edison on December 5, 2013. The Stipulation includes,
among other things, an agreement that Con Edison shall design
its capital projects commenced in 2014 taking into consideration
the latest Federal Emergency Management Agency (FEMA) flood maps
and shall design projects located within the 100 year
floodplains with the objective of withstanding the level of a
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100-year flood plus three feet to address considerations of the
impact of future climate change. The Report includes
recommendations for Commission approval of related expenses and
ongoing collaborative work. The parties filed comments on the

Report on January 10, 2014, which are summarized below.

REGULATORY FRAMEWORK

Pursuant to the Public Service Law, the Commission has
jurisdiction to supervise the manufacture, sale and distribution
of electricity, gas and steam in New York State.® The Commission
is specifically called upon to regulate electric, gas and steam
rates to ensure that all charges are just, reasonable and
designed to ensure that the provision of such services will be
safe and adequate.® The Commission is free to entertain, ignore
or assign whatever weight it deems appropriate to factors in
setting utility rates, and Commission determinations of rates
are not to be set aside unless they are without any rational
basis or reasonable support in the record.’ In determining an
allowance in these cases for Con Edison's cost of common equity
(also known as return on equity or "ROE"), the Commission must
make a revenue requirement allowance that will allow the Company
the opportunity to recover the cost of funds supplied to it by
investors that is adequate for Con Edison, assuming efficient
and economical management by the Company, to maintain and
support its credit, to allow it to raise capital, and to raise

capital at a rate that is generally equal to that being made on

3 Ppublic Service Law §§ 5(1) (b), (c); 66(1); 80.
Y Ppublic Service Law §S 65(1); 79(1).

Abrams v. Public Service Com., 67 N.Y.2d 205, 501 N.Y.S.2d
777, 492 N.E.2d 1193 (1980).
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other investments in other business undertakings which are
attended by corresponding risks and uncertainties.®

Because Con Edison's initial filing represented a
"major change" in rates as defined by the Public Service Law,
the determinations rendered herein have been reached after
hearings held upon notice to the public.’ Public Service Law §
66(19) requires, upon application of a gas or electric
corporation for a major change in rates, that the Commission
review the utility's compliance with the most recent management
audit of the utility. Public Service Law § 113(2) allows the
Commission, after a hearing, to determine whether or not a
refund received by a utility company should be passed on in
whole or in part to the consumers of such utility company in the
manner and to the extent determined just and reasonable by the

Commission.

NOTICES OF PROPOSED RULE MAKTING

Notices of Proposed Rulemaking concerning the
electric, gas and steam rate requests made by Con Edison under
consideration here were published in the State Register on
July 17, 2013 (SAPA 13-E-0030SP2, 13-G-0031SP2 & 13-S-0032SP2),
October 30, 2013 (SAPA 13-M-0376SPl), and October 16, 2013 (SAPA

09-E-0428SP7). The minimum time period for the receipt of
comments pursuant to the State Administrative Procedure Act
regarding these notices expired on September 3, 2013, December

16, 2013, and December 2, 2013, respectively.

® Federal Power Com. V. Hope Natural Gas Co., 320 U.S. 591

(1944); Bluefield Water Works & Improvement Co. v. Public
Serv. Comm'n, 262 U.S. 679 (1923).

7 public Service Law § 66(12) (c); 80(10) (c) .
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INITIAL PUBLIC COMMENT

Prior to the filing of the Joint Proposal, 36 written
comments had been received and posted on the Commission’s
website under Cases 13-E-0030, 13-G-0031 and 13-S-0032. The
majority of the comments were from residential customers, all of
whom oppose the proposed rate increase. Comments in opposition
to the increase were also received from several elected
officials.

The most prevalent theme of the comments in opposition
to Con Edison's filing was outrage that Con Edison seeks higher
rates while Con Edison's customers pay some of the highest
electric rates in the nation. Many commentators also felt that
Con Edison does not deserve an increase in rates because of its
failure to properly respond to Superstorm Sandy. Extended
outages and poor service were cited, but a few commentators
asserted that Con Edison employees worked hard during Superstorm
Sandy but were failed by management. Commentators also cited
the economic recession and personal economic hardships that
render any increase unbearable. Some commentators complained
that Con Edison's shareholders should not receive increased
profits, and additional monies should not go to pensions and
healthcare benefits for Con Edison employees while rates are so
high.

No letters in support of Con Edison's proposed
increase were received.

Two public statement hearings were held on notice,
prior to the filing of the Joint Proposal; one in New York City
(October 9, 2013, before Judge Stein and Commissioner Acampora)
and one in Yonkers (October 10, 2013, before Judge Stein and
Commissioner Burman). The New York City hearing was attended by
approximately 25 members of the public. The eight speakers were

mostly from AARP, but also included a representative of the New
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York Environmental Law and Justice Project. The Yonkers public
statement hearing was attended by 15 people, four of whom spoke,
including AARP’s associate New York State director, a
representative of New York State Senator Andrea Stewart-Cousins,
who read a letter into the record, and New York State Assembly
Member and Energy Committee Chair Amy Paulin.

Almost all of those who spoke at the hearings opposed
any rate increase, or sought a decrease, primarily on the
grounds that Con Edison performed poorly during and after
Superstorm Sandy, or that the company continued to issue
dividends to investors instead of increasing investments to
upgrade its infrastructure. Several speakers urged that Con
Edison shareholders should bear the costs for storm hardening as
the company was responsible for inadequate planning and
insufficient investment in energy efficiency and demand
reduction alternatives. One speaker characterized the current
rate regime as "all reward and no risk" for Con Edison.
Speakers also urged adoption of performance measures for
extended storm outages.

Some speakers emphasized that, as seniors on fixed
incomes, they and others similarly situated could not afford a
rate increase, and urged greater consideration on the part of
the utility of the specific needs of seniors, non-English
speaking customers, and the disabled with respect to meter
reading visits and services. Speakers urged the retention of
Medicaid eligibility as a qualifying condition for utility low-
income programs; an increase, not decrease, in low-income
assistance; and sought revision of the revenue decoupling
mechanism so that Con Edison is not made whole for revenue lost
due to outages. Several speakers asserted the utility
terminations and termination notices for non-payment reached

excessive levels in 2011 and 2012.
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Speakers also opposed any rate increase and supported
rate decreases on the grounds of the impact of rate increases
upon low-income customers or seniors living on fixed incomes,
for whom utility bills represent a higher proportion of their
expenditures than for the population in general. Senator
Stewart-Cousins added that a rate increase would negatively
impact our most vulnerable citizens as well as businesses in the

region.

INITTAL POSITIONS OF THE PARTIES

A summary of the initial positions of the parties 1is

set forth in Appendix A attached hereto.

THE JOINT PROPOSAL

The Joint Proposal offers a two-year rate plan for Con
Edison’s electric service and three-year rate plans for the gas
and steam services. All three rate plans are to be effective as
of January 1, 2014, with Rate Year One, Rate Year Two, and Rate
Year Three defined as calendar years 2014, 2015 and 2016,
respectively. The electric revenue requirement would decrease
by $76.192 million in Rate Year One and increase by
$123.968 million in Rate Year Two. The gas revenue requirement
would decrease by $54.602 million in Rate Year One and increase
by $38.620 million in Rate Year Two and $56.838 million in Rate
Year Three. The steam revenue requirement would decrease by
$22.358 million in Rate Year One and increase by $19.784 million
in Rate Year Two and $20.270 million in Rate Year Three. Rather
than create bill volatility such that bills would decrease in
Rate Year One followed by increases in Rate Year Two and Rate
Year Three, it is proposed to use deferrals and credits to

offset the revenue changes to zero during the term of the
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respective rate plans such that the ultimate net increases
indicated would not take effect until the end of the rate plans.
The revenue requirements reflect a common equity ratio
for all three businesses of 48.00%, a return on equity (ROE) of
9.2% for electric, and an ROE of 9.3% for gas and steam. 1In
addition, the Joint Proposal proposes earnings-sharing
mechanisms, which provide for a distribution of any potential
earnings above specified ROE thresholds. Fifty percent of the
Company’s share and the full amount of the customers’ share of
any potential shared earnings will be used primarily to reduce
deferred Site Investigation and Remediation costs. The proposed

sharing percentages and thresholds are as follows:

Customers/Shareholders Electric Gas/Steam
50%/50% 9.8% to < 10.45% 9.9% to < 10.55%
75%/25% 10.45% to < 10.95% 10.55% to < 11.05%
90%/10% At or >10.95% Ator>11.05%

The rate plans provide for investment in capital
projects and programs to address such things as reliability,

storm hardening and resiliency, new business and oil-to-gas

conversions. The total projected annual investments are as
follows:
$(Million)
Electric Gas Steam
RY1 $1,486.722 $524.158 $81.721
RY2 $1,707.665 $585.975 $93.886
RY3 N.A. $627.014 $98.380

The rate plans provide for partial or full
reconciliation of certain expenses, including, but not limited
to, property taxes, pensions/other post-employment benefits
(OPEBs), environmental remediation, and interference expenses.

_14_
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In addition, the rate plans include a downward-only
reconciliation of net plant, except that there are certain,
limited circumstances where Con Edison could defer carrying
charges on capital expenditures above the net plant targets set
in the rate plans.

It is proposed that the revenue decoupling mechanisms
for Con Edison’s electric and gas businesses will continue and
remain in effect after the expiration of the rate plans unless
and until changed by Commission order.

The Joint Proposal provides for enhanced low-income
discount programs for Con Edison’s electric and gas businesses.
Participants in the electric low-income discount program would
receive a $9.50 discount from the otherwise applicable customer
charge. This represents an increase in the discount level
compared to the current discount of $8.50. Participants in the
gas low-income discount program who use gas for heating would
receive a $7.25 discount on their monthly minimum charge, as
well as a discount of $0.4880 per therm for usage in the 4-90
therm block. This represents an increase in the discount level
compared to the current program which provides no discount off
the monthly minimum charge and a discount of $0.3833 per therm.
Participants in the gas low-income discount program who do not
use gas for heating (i.e., cooking gas customers) will continue
to receive a discount of $1.50 on their monthly minimum charge.
Con Edison would be required to attempt same day reconnections
for customers whose service was disconnected at the meter and
who are eligible for reconnection.

The Joint Proposal offers more stringent and higher
performance standards as modifications to the electric, gas and
steam safety and reliability performance metrics as well as

customer service metrics, and calls for the replacement of an
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additional 10, 15 and 20 miles of leak-prone gas pipe in each of
Rate Year One, Rate Year Two and Rate Year Three, respectively.

The Joint Proposal provides for the implementation of
storm hardening/resiliency projects and programs already
proposed by Con Edison, and recognizes the potential for
additional projects and programs to be implemented during the
term of the rate plans that may be developed through the
Resiliency Collaborative (for which the Company would be
provided additional funding to cover incremental costs). 1In
addition, it requires that Con Edison undertake a new
reliability program to specifically target replacement of leak-
prone pipe in flood zones in New York City and Westchester
County. Additionally, the oil-to-gas conversion program is
expanded with the goal of bringing more customers onto the gas
system to reduce emissions and improve the region’s air quality.

Con Edison will also pursue a plan to address
significant load growth in the Brownsville section of Brooklyn
with distributed resources as an alternative to traditional
infrastructure, provide funding for fault current mitigation
technologies to facilitate distributed generation installations,
and develop an implementation plan for a microgrid pilot
project.

The Joint Proposal also calls for an expanded business
incentive rate program to assist small businesses recovering
from Superstorm Sandy and changes to promote the use of
residential voluntary time-of-use rates, particularly for owners
of electric vehicles. 1In addition, the Joint Proposal calls for
a number of studies to be undertaken by Con Edison that could
result in changes to various aspects of the Company’s services.

The proposed revenue requirements reflect an
apportionment of a $140 million property tax refund originally

presented in Case 13-M-0376. The Joint Proposal also reflects
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disposition of proceeds from the sale of property filed in Case
13-M-0040. It also resolves many contentious issues including
treatment of depreciation, Con Edison's Hudson Avenue property,
storm costs and storm reserve accounting, earnings-sharing
enhancements, amortization periods for regulatory deferrals, and

the Company's Management Variable Pay Program.

CONSIDERATION OF THE JOINT PROPOSAL

Statements of the Parties on the Joint Proposal

Con Edison, Staff, NYPA, Pace, NYECC, CPA, EDF, UIU,
NYC and Astoria filed statements in support of the Joint
Proposal, asserting that there is broad support by parties with
diverse interests, that it represents an equitable balance
between the interests of customers and Con Edison's
shareholders, that the agreed-upon terms represent a fair
compromise of litigated positions, and that the terms are
supported by the evidentiary record in these proceedings. After
summarizing the agreed-upon terms and comparing them to the
litigated positions of the parties, Con Edison points out that
the Joint Proposal not only reflects trade-offs between the
signatory parties, but also input from non-signatory parties.
Staff also details the Joint Proposal's major terms and provides
a rationale for each result, ultimately emphasizing that the
Joint Proposal is in the public interest in that it advances the
Commission's goals and policies and protects customers from
overpaying during the terms of the proposed plans, while at the
same time providing sufficient funding to Con Edison for the
safe and reliable operation of its businesses.

Many of the statements in support identify specific
aspects of the Joint Proposal that gained that party's support.
For example, NYPA states that, while it opposed Con Edison's

cost of service study showing a $26.7 million deficiency for the
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NYPA class, the Joint Proposal's assessment of an additional $18
million to that class over a two-year period represents a
reasonable compromise of the litigated positions on that issue.
Likewise, NYPA expresses satisfaction with the agreed-upon
allocation of PJM OATT (open access transmission tariff) service
costs and the continued exclusion of Recharge New York customers
from the RDM.

Pace and EDF expressed approval of the agreements
reached on efforts to expand distributed generation, demand-side
measures, on-going collaborative efforts and the residential
VTOU program. NYECC highlights many benefits to customers in
the Joint Proposal, including the proposed multi-year rate
structure, the sharing and performance mechanisms, concessions
made for the future with regard to Con Edison's Management
Variable Pay (MVP) program, expansion of the business incentive
rate (BIR) allocation for biomedical research, the plan to
address various concerns related to the billing of large
customer accounts, and the continuation of the storm hardening
collaborative efforts.

CPA applauds the Joint Proposal's ability to give
customers rate stability, describes the resolution of
interruptible service issues as fair, states its approval of
terms that will improve power quality issues and resiliency, and
is fully supportive of the proposed expansions of the BIR
program. UIU expresses satisfaction with, among other things,
the significant concessions Con Edison made on revenue
requirement, the increase to the budget for the Company's low-
income programs, the agreement to attempt same-day service
reconnection, and the proposal that the Company conduct a
staffing study on the use of contractor labor. Astoria asserts
that the Joint Proposal fairly and reasonably resolves issues

regarding the charges to generators for gas transmission,
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including Con Edison's agreement to withdraw its proposed gas
transmission reinforcement charge and the agreed-upon compromise
on gas variable balancing charges.

UWUA, AG and Westchester all filed statements neither
in support nor opposition to the Joint Proposal.® UWUA describes
the Joint Proposal as an incremental improvement over the status
quo with regard to understaffing issues and expresses
appreciation for the inclusion in the Joint Proposal of an
obligation by Con Edison to conduct a study of the use of
contractors as opposed to in-house employees. However, UWUA
expresses concerns that the study will be conducted by Con
Edison, rather than an independent third party; that because it
calls only for evaluation of those utility functions that are
currently performed by both union and contractor resources, the
study will not include the cost-effectiveness of those functions
that Con Edison outsources completely; and that only signatories
to the Joint Proposal will be able to offer comments on the
study. Finally, UWUA urges the Commission to make clear that
the agreed-upon study will not supplant the Company's obligation
to cooperate fully with the Commission's independent staffing
audit in Case 13-M-0449.°

AG states that it does not oppose the terms of the
Joint Proposal that address storm hardening and climate risk,
methane gas leaks and oil-to-gas conversions, but that it takes

no position with regard to the other issues addressed.

Given their failure to oppose the Joint Proposal, the
September 27, 2013 motion of UWUA asking the Commission to
strike or exclude from consideration certain statements
contained in the September 23, 2013 Reply Brief of Con Edison
will not be addressed as moot.

In the Matter of Focused Operations Audit of the Internal
Staffing Levels and the Use of Contractors for Selected Core
Utility Functions at Major New York Energy Utilities.
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Westchester acknowledges that the Joint Proposal results in
outcomes that are likely to be within the range of litigated
outcomes, but explains that it declined to execute the Joint
Proposal because it results in a rate increase for governmental
customers in Westchester County. Westchester also states
specific disagreement with the requirement in the Joint Proposal
that ratepayers fund the Company's MVP program and the dead band
provision permitting the Company to retain 100% of a certain
amount of earnings above the agreed-upon return on equity.

PULP and RESA oppose the Joint Proposal. PULP filed
comments and introduced testimony arguing that customers are
unable to pay bills and, accordingly, that rates must be
reduced. PULP advocates for the adoption of one-year rate plans
with an immediate reduction in revenue requirement, as opposed
to the multi-year revenue requirement levelization plans.
Adoption of a lower ROE, exclusion of the MVP program costs, and
continuation of austerity measures and elimination of the dead
band prior to customer sharing of excess earnings are steps
identified by PULP that could be taken to achieve lower rates.
With regard to Con Edison's low-income programs, PULP argues
that Medicaid eligibility should be used as a qualifying factor
and that the programs should be restructured to reduce a
customer's bill by a percentage, as opposed to the current per-
bill fixed credit. PULP also advocates for greater assistance
to customers to avoid shut-offs and that an analysis be
conducted of the impact of ESCO charges on low-income bills.

RESA filed a statement in opposition limited to issues
related to the VTOU program as proposed in the Joint Proposal.
Specifically, RESA argues that while it applauds efforts to
develop a stronger VTOU program, aspects of Con Edison's methods
of billing ESCO customers and reporting ESCO customer usage to

the NYISO inhibit the ability of ESCOs to offer VTOU service to
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residential and commercial customers. According to RESA, these
features must be removed to ensure a competitive market.
Accordingly, RESA asks that the VTOU program not be implemented
until Con Edison changes those practices. The New York State
Energy Marketers Coalition (NYSEMC) filed comments fully
supporting RESA's position. Con Edison, Staff and NYC filed

replies to RESA's comments. '’

Collectively, those reply comments
assert that RESA failed to support its position by submitting
evidence in these proceedings, argue that RESA has not
demonstrated that the identified practices create barriers for
ESCOs, and point out that the process of reporting customer data
to the NYISO is in the process of being updated.

Additional Public Comment

AARP submitted comments on the Joint Proposal by
letter dated January 14, 2014, taking issue with the
characterization of the Joint Proposal as a rate "freeze," given
that the proposal only levelizes delivery charges, and
fluctuations within the gas and electricity market can lead to
higher customer bills. Further, AARP points out that following
the proposed electric two-year rate plan and steam and gas
three-year plans, the previously mitigated rate increases will
automatically take effect. Instead, AARP advocates for the
adoption of a single-year plan with immediate bill reductions.
AARP also criticizes the Joint Proposal as being far more
generous to shareholders than ratepayers, citing as evidence the
ROE, the dead band for over-earnings before customer sharing
begins, the asserted lack of a meaningful customer assistance
program, and the asserted dearth of measures to make bills more

affordable. Citing the struggle of many customers to pay their

9 The judges accepted written replies to RESAs comments because,

unlike PULP, RESA did not introduce evidence that was subject
to cross-examination at the hearing on the Joint Proposal.
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utility bills, AARP also urges a stronger customer assistance
program and urge a prohibition on the ability of ESCOs to
promote their services to low-income customers pending an
investigation into the impact ESCOs have on customer bills.

Between January 23, 2014 and January 24, 2014, over
one thousand public comments were received from Con Edison
customers. These letters uniformly urged the Commission to
reject the Joint Proposal, making the same points made by AARP
and summarized above.

General Discussion

In reviewing a joint proposal, we consider:
consistency with law and policy; whether the outcomes are
reasonably within the range of likely outcomes of a fully
litigated proceeding; the balance of ratepayer, investor, and
long-term interests; and whether the joint proposal and
accompanying record represent a rational basis for a decision.
Here, the Joint Proposal is the result of enormous effort by the
parties to this case to resolve highly contested and fully
litigated issues. Twenty parties actively participated in this
litigation and only two oppose the Joint Proposal. Staff and
Con Edison, supported by ten other signatories, assert that the
Joint Proposal fulfills all stated criteria outlined in our
Settlement Guidelines. The Joint Proposal’s terms resolve
nearly all issues presented in this proceeding, representing a
process of compromise and balancing of interests among the
parties. We find that the rates, terms and provisions of the
Joint Proposal strike a proper balance between the interests of

customers and investors.

1 case 90-M-0255, Proceeding on Settlement Procedures and
Guidelines, Opinion No. 92-2 (issued March 24, 1992).
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The two-year and three-year terms of the proposed rate
plans offer significant benefits to ratepayers and the Company.
For ratepayers, the benefits of knowing what their delivery
rates will be beyond a single year will make budgeting plans
much more accurate and allow them to better arrange their
activities. For the Company, the rate plans will provide a
longer term planning horizon in which to effectively manage its
business. The plans will produce a more predictable revenue
stream and the certainty to make investments necessary to
continue the provision of safe and reliable service. Moreover,
the Company will be better able to direct resources that would
otherwise be committed to annual rate cases to focus on
operating the business.

We have received a clear message from the public that
they strongly oppose any increase in Con Edison's rates. The
multi-year rate plans enable us to levelize the impact of the
necessary rate increases such that delivery rates will not
increase until after the rate plans have ended. In this way,
the proposed terms offer rate mitigation for customers while
assuring continued safe and reliable service.

The Rate Year One electric revenue requirement
decrease is largely driven by a significant reduction in the
cost of capital due to current market conditions, a change from
the current allowed return on equity of 10.15% to 9.2%. Other
significant downward drivers contributing to the Rate Year One
electric decrease are a more recent lower forecast of property
tax expense and a forecasted increase in electric sales. 1In
Rate Year Two there are three modest downward drivers of revenue
requirement: a continued forecast of increased sales and lower
forecasted pension/OPEB expenses and some management audit
efficiency gains in operating expenses. However, in both rate

years there will be significant increased capital investment in
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necessary infrastructure, the cost of which will tend to drive
revenue requirement upward as demonstrated by the Rate Year Two
electric revenue requirement increase. There is broad support
among the parties for these capital investments that are
intended to enhance system reliability, to achieve a higher
level of storm hardening and resiliency in the face of
anticipated climate change and sea level rise. We note that
these measures should ultimately reduce customer costs through
greater efficiencies and stronger, more resilient systems.

The Rate Year One gas revenue requirement decrease is
largely driven by a forecasted increase in gas sales. The
decrease 1s also driven by the amortization of one-time
regulatory deferrals and a modest decrease in the cost of
capital due to current market conditions, a change from the
current allowed return on equity of 9.6% to 9.3%. There are few
downward drivers in Rate Year Two and Rate Year Three except a
continued forecast of increased sales and lower forecast
pension/OPEB expenses. However, in all three rate years there
will be significant increased capital investment in necessary
infrastructure, the cost of which will tend to drive revenue
requirement upward as demonstrated by the Rate Year Two and
Three gas revenue requirement increases. Again there is broad
support among the parties for these capital investments that are
intended to enhance the reliability and resiliency of Con
Edison's system By building more efficient, facilities that are
resistant to climate change and natural disasters, the ultimate
goal is to reduce outage and storm costs for consumers. 1In
addition, the gas construction is intended to accelerate the
replacement of leak-prone gas pipe, and to accommodate new
business and oil-to-gas conversions. The new business and

conversions lead to the increased sales that tend to spread
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fixed costs over a wider base and help mitigate rates in the
long term.

The Rate Year One steam revenue requirement decrease
is largely driven by the amortization of one-time regulatory
deferral credits and a modest decrease in the cost of capital
due to current market conditions, a change from the current
return on equity of 9.6% to 9.3%. There are few continued
downward drivers in Rate Year Two and Rate Year Three other than
lower forecasted pension/OPEB expenses. However, in all three
rate years there will be significant capital investment in
necessary infrastructure and a forecast reduction in steam
sales, both of which will tend to drive revenue requirement
upward as demonstrated by the Rate Year Two and Three steam
revenue requirement increases. Again there is broad support
among the parties for these capital investments that are
intended to enhance system reliability, to achieve a higher
level of storm hardening and resiliency and to obtain cost
efficiencies. In addition, outside of these proceedings, due to
the recent completion of projects providing a significant
portion of the steam production system with dual-fuel capability
(the ability to switch from o0il to currently less-expensive
natural gas), steam customers will be experiencing substantial
overall bill reductions due to lower forecasted fuel costs.

We find that the Joint Proposal provides reasonable
returns for Con Edison. The 9.2% return on equity for the
electric rate plan and the 9.3% returns for the gas and steam
rate plans are consistent with results that would be obtained
using cost of equity methodologies we have commonly employed.
The allocation of risk and the rates of return in the Joint
Proposal reasonably balance the return requirements of the
Company’s investors in the current economic climate, and the

expectations of customers to receive safe and adequate service
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at just and reasonable rates. The 48% equity ratio is
consistent with the ratios we have approved for Con Edison and
other utilities, 1is adequate to sustain Con Edison’s financial
integrity, and avoids burdening customers with unnecessary
costs. As such, the equity ratio contained in the Joint
Proposal is just and reasonable. The Joint Proposal also
reflects updated projected cost rates for new issuances of long-
term debt and allows only the costs associated with the
Company’s tax-exempt debt to be reconciled, rather than the
overall long-term debt cost rate.

The earnings-sharing mechanisms provide incentive for
Con Edison to pursue cost efficiencies while at the same time
capturing a portion of the benefits stemming from productivity
gains during the term of the rate plans. We note that the Joint
Proposal earnings-sharing mechanisms are more favorable to
customers than the mechanisms contained in the Company’s current
electric, gas and steam rate plans. Elements that have the
potential to provide greater benefits to customers include:
earnings measured on an annual basis as opposed to cumulative
basis, earnings measurements will now exclude the effects of
certain costs that are not allowed in revenue requirement, and
50% of the company’s share of shared earnings will be applied to
reduce deferred Site Investigation and Remediation (SIR) costs.

We favor earnings-sharing mechanisms in multi-year
rate plans to provide appropriate incentive to pursue
productivity gains and to guard against unintended consequences
that can result from forecasting errors or unanticipated
developments. We find the modifications to past earnings-

sharing mechanisms, particularly the use of shared earnings to
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write down deferred SIR costs, responsive to the expectations we
expressed in our November 2012 SIR Order.*?

We find that the Joint Proposal’s treatment of
depreciation expense is fair and promotes the Company’s long-
term viability. In the litigation phase of the instant
proceedings, parties presented widely different approaches in
the determination of depreciation matters; positions as to the
rate allowance for depreciation and the extent of variations
between the book depreciation reserve and the theoretical
reserve varied from those presented by the Company by hundreds
of millions of dollars. The proposed resolutions do not adopt
any party’s full position as to average service lives, net
salvage factors, life tables or depreciation reserve variations
or the preferred theoretical basis or method for determining
them. However, the depreciation factors utilized to calculate
depreciation expense reflect many of Staff’s initiatives in
changing service lives and adopting lower negative salvage
rates. As a result of these changes, the Joint Proposal calls
for the termination of two existing amortizations of an electric
book depreciation reserve deficiency.

The Joint Proposal includes a number of appropriate
provisions that address the treatment of past and future
electric major storm costs. With regard to extraordinary
historic storms, the electric revenue requirement reflects the
recovery of $247 million of Superstorm Sandy costs and $78
million in costs related to other major storms. These costs are
amortized over three years subject to refund, since the costs

remain subject to Staff review.

12 case 11-M-0034, Site Investigation and Remediation Costs,
Order Concerning Costs for Site Investigation and Remediation
(1ssued November 28, 2012).
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Regarding future storms, the funding of the Company’s
major storm reserve is increased in the Joint Proposal from
$5.6 million per year to $21.4 million per year. The Joint
Proposal establishes new rules relating to costs that can be
charged to the electric major storm reserve. These rules are
designed and are appropriate to avoid potential double recovery
of costs and to ensure efficient use of resources. Effective,
January 1, 2014, the Company will no longer be permitted to
charge stores handling, communications and transportation
overheads to the reserve; the Company will exclude 2% of all
major storm costs otherwise chargeable to the reserve as a
deductible; and the Company can no longer a charge cost to the
reserve past 30 days from the date on which the Company is able
to serve all customers.!® Con Edison will, however, be
authorized to charge up to $3 million per calendar year of
incremental costs incurred to prepare for anticipated major
storms that ultimately do meet the major storm definitional
criteria.

Based on our review of the record and experience with
storm reserve accounting at Con Edison and other New York
utilities, we find the Joint Proposal’s revisions to the storm
reserve rules to be appropriate refinements. Additionally, we
find the increase in the reserve funding level to be reasonable.

Over the past several years, major storms in Con
Edison’s service territory have occurred more frequently and
recovery has become increasingly more costly. The revenue
requirements in these cases demonstrate the dramatic financial
effects. Relevant to current rates, the Joint Proposal includes

$124 million per year in incremental storm related cost. We

13 The Joint Proposal contemplates the Company’s rights to

petition for relief from the 30 day rule and prescribes
minimum required elements of any such petition.
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find that this recovery level is appropriate given the overall
terms and rate impacts under the Rate Plan. We are optimistic
that the Storm hardening investments proposed in the Joint
Proposal and through the Collaborative will reduce the physical
and financial impacts of future weather events.

The Steam revenue requirement includes recovery of
approximately $7 million of deferred incremental Superstorm
Sandy costs over three years. The Joint Proposal’s terms,
provide that such recovery is subject to refund based on the
Commission’s determination in Case 13-S-0195 regarding Con
Edison’s pending petition for authority to defer the costs.
Since the Company’s petition has yet to come to Commission for
decision and the proposed recovery will be fully reconciled to
our decision, the proposal is neutral both to ratepayers and the
Company.

The Joint Proposal includes an array of reconciliation
provisions'® that are designed to hedge the risk that actual
costs and expenses can vary from the levels forecast to
establish revenue requirements. Such provisions are typical
components of multi-year rate plans where the required period of
forecast introduces risk that cost can vary materially from
expected levels. Reconciliation provision are appropriate for
material costs such as property taxes, interference,
pensions/OPEBs and environmental remediation cost that are
difficult to forecast with certainty and are largely beyond the
direct control of utility management. Full true-up or
reconciliation of costs equally protects both ratepayers and
utility investors’ interests by ensuring that neither cost over-
recovery nor under-recovery occurs. Asymmetrical and partial

reconciliations such those proposed for property taxes,

4 Joint Proposal § E.
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interference and capital cost appropriately provide the Company
an incentive to manage such costs to the extent practicable.

Reconciliation provisions have the effect of
stabilizing earnings and providing utilities a better
opportunity to achieve allowed returns on equity. Both effects
make New York utilities more attractive to many investors by
decreasing the volatility of a company’s earnings. We
appropriately give consideration to how reconciliations transfer
risk to ratepayers when determining the appropriate return on
equity to allow in rate proceedings. This is one of the prime
reasons returns allowed in New York are and can be lower than
those in many other jurisdictions.

Most of the reconciliations contained in the Joint
Proposal are the same as those currently in place under the
existing electric, gas and steam rate plans. We note that there
are a number of reconciliation provisions that have been
eliminated as they are no longer necessary. Based on the
statements filed by the parties in support of the Joint Proposal
and our experience with the reconciliation provisions contained
therein, we find it appropriation to adopt them without
modification.

Regulatory deferrals represent amounts either due the
Company (regulatory assets) or amount due customers (regulatory
liabilities). The Company’s expiring multi-year rate plans
contain a myriad of reconciliation provisions that have
resulting in extensive regulatory deferrals, both in number and
magnitude. The Joint Proposal addresses the disposition of
regulatory deferrals. As reflected in Appendix 4 of the Joint
Proposal, the balances of assets and liabilities are quite
significant. However, the cumulative balances of assets and

liabilities generally offset each other.
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With limited exception, the Joint Proposal provides
for amortization of these deferrals over three years. SIR costs
are to be amortized over 5 years, which represents an
acceleration of the 10 year recover provided for in current
rates. Excluding the amortization of SIR costs which is an
ongoing program, the Joint Proposal’s amortization of one-time
regulatory deferrals results in modest moderation of electric
and gas delivery revenue requirements, of $21 million (0.4%) and
$9.4 million (0.9%), respectively. Steam revenue requirement
however is moderated by approximately $14.6 million or 3% of
delivery revenues as a result of the proposed amortizations.
While the moderation of steam rates benefits customers during
the next three years, we note that the net credits will be
exhausted at the end of the rate plan, which, all else being
equal, will place pressure on future steams rates. While we are
concerned about this effect, we will approve the proposed
application of the net credits to the benefit of steam customers
during the term of the rate plan.

Regarding the accelerated recovery of SIR program
costs, we find the proposal reasonable in consideration of the
overall revenue requirements. These cases present a unique
opportunity to provide faster recovery of SIR program costs
without placing undue pressure on rates. Moreover, the
accelerated recovery will result in lower carrying costs on
deferred costs. As a result, the ultimate cost of the SIR
program to ratepayers will be lower.

The terms of the Joint Proposal concerning the revenue
allocation among the classes of customers are reasonable and
appropriate. The Joint Proposal’s terms takes steps to reduce
an identified NYPA customer deficiency. This compromise ensures
that the deficiency is being gradually addressed without causing

a rate change with unreasonable rate impacts.
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The Joint Proposal would continue reliability, safety
and customer service performance metrics for electric, gas and
steam, several with modifications that increase the target level
of performance, and in some cases, with the addition of new
metrics. Specifically, the Joint Proposal makes several changes
to strengthen the current Electric Reliability Performance
Mechanism (RPM) by using recent data for target calculations
while excluding data related to certain types of major storm
outages and making changes to the network system-wide
performance standards, the restoration metric, and the over-duty
circuit breaker program standard. These adjustments will allow
us to appropriately gauge the Company’s performance and we
believe the proposed resolution regarding these changes falls
within the range of outcomes that would likely have resulted had
this issue been fully litigated.

The RPM also includes a new Intrusion Detection System
("IDS") Metric to measure completion of IDS installation at 12
bulk power substations. A $2 million revenue adjustment will
apply for each substation not completed by April 30, 2015 and
would continue in subsequent years until the substation is
completed. This proposal is designed to achieve Staff’s
expectations regarding bulk power substation security by
establishing material consequences if the Company does not fully
achieve these expectations. We see this proposal as necessary
to protect these critical elements of the power grid against
intrusion by unauthorized personnel who may be intent on
damaging or disrupting power to the electric transmission grid.

The Joint Proposal calls for more stringent gas
performance targets and penalties in the areas of damage
prevention, emergency response to leak and odor calls, leak
management and removal of leak-prone pipe. The Joint Proposal

reflects agreement of many parties that leak-prone pipe removal
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targets should be increased, and would increase annual levels of
leak-prone pipe removal from 50 miles under the last gas rate
plan to 70 miles by Rate Year Three, a 40% increase, as well as
require the replacement of more leak-prone gas pipe in flood
zones. The Joint Proposal also contains a new safety
performance metric for Con Edison tied to instances of non-
compliance with the Commission’s gas safety regulations. Over
the term of the rate plan Con Edison would be required to
improve, at a rate of 25% per year, its performance under this
new metric. Failure to improve at this rate would subject Con
Edison to a potential revenue adjustment of up to 100 basis
points at the end of the third-year of the agreement and beyond.
Compliance with the Commission’s pipeline safety regulations
benefits public safety by reducing the risk associated with
failing to adhere to the requirements for the safe
transportation of gas. In addition, the funding of a new
reliability program to specifically replace leak prone pipe in
flood zones provides for a more resilient and storm hardened
system.

The Joint Proposal provides for continuation of steam
safety performance metrics relating to emergency response to
steam/leak vapor calls and steam leak backlog. Con Edison must
respond to 90% of steam leak/vapor calls within 45 minutes and
95% of steam leak/vapor calls within 60 minutes. In addition to
the continuation of these metrics, the Joint Proposal includes a
clarification of the minimum level of training for emergency
responders and a steam leak backlog target. In our view, the
proposed steam safety performance measures in the Joint Proposal
will continue to enhance the level of safety to the public.

The existing performance mechanisms that measure the
Company’s performance with respect to customer service (CSPM)

are recommended to continue, with enhancements. These metrics

_33_



CASE 13-E-0030 et al.

measure Con Edison’s performance in the following areas: PSC
complaint rate; surveys of electric emergency callers, other
non-emergency callers to the Company’s telephone centers, and
visitors to the Company’s service centers; the Outage
Notification Incentive Mechanism; and call answer rate. The
Joint Proposal would maintain the current customer satisfaction
performance mechanisms for gas and steam, but calls for more
stringent Call Answer Rate and Commission Complaint metrics of
the electric customer service performance mechanism.
Strengthening these metrics will help ensure that the CSPM
remains relevant to the current operating environment and poses
an effective deterrent against poor performance.

The proposed online historic bill calculator will
allow customers obtaining their energy commodity from an energy
services company (ESCO) to obtain a historical comparison of
their prior year's ESCO bill with what they would have paid as a
full service Con Edison customer. That tool will provide ESCO
customers easy-to-understand information to assist them in
making informed decisions concerning their energy supply.

The Joint Proposal also calls for continuation and
enhancement of the Company’s oil-to-gas incentive program, which
provides financial support to residential and commercial
customers opting to convert to natural gas and thereby
expediting the phase-out the use of heavy heating oil. Con
Edison has agreed to provide milestones to each applicant to
allow them to track their respective conversions; file a report
with the Commission on a quarterly basis describing conversion
activity; provide maps of anticipated Area Growth Zones and make
such maps accessible to the public; review and grant requests in
writing by applicants made before the expiration of the sixty-
day period, for extensions of up to thirty days, to complete the

customer commitment portion of the conversion; and provide
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additional detail and specificity of the breakdown of costs to
the applicants. We are pleased with these additional
commitments as they should enhance the Company’s efforts to
convert users of heavy heating o0il to natural gas as
expeditiously as practicable, thereby allowing the achievement
of environmental and economic benefits for customers and
residents of New York City."'’

The Joint Proposal also includes a reasonable and just
resolution of the parties' initial conflicting positions
regarding the Company's MVP program. The proposed revenue
requirements reflect the projected expense for the MVP program,
with the rate allowances accompanied by a downward-only
reconciliation mechanism to the benefit of customers under which
actual expenses less than the rate allowances will be deferred
for future credit to customers and actual expenses above the
rate allowances will be absorbed by the Company. In addition,
Con Edison has agreed that when it undertakes a comparative
study of its compensation/benefits to support its next rate
case, it will conduct the study so as to achieve at least 50%
matching of positions, or more, to the extent practicable, in a
blended peer group of Utilities and New York Metropolitan
employers. Increasing the number of positions matched against
such a peer group will enable us to better determine whether Con
Edison has complied with our policy of demonstrating that its
MVP plan results in overall management compensation levels that
are reasonable when compared to similarly situated companies.

The Joint Proposal also suggests a resolution of
issues surrounding the prudence of the PJM OATT service taken by

the Company and the allocation of the costs among customers,

> We note that recent oil-to-gas conversions in New York City

have had a significant impact on reducing local air pollution.
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including resolution of the Company’s petition for rehearing on
the February 2013 Order in Case 09-E-0428.%° The proposal would
allow Con Edison to recover the such costs incurred after the
expiration of the 2010 Electric Rate Plan and requires Con
Edison to allocate such costs between its standard customer
classes and the NYPA delivery class based on the percentage
allocation of Transportation & Distribution revenues included in
the revenue allocation for each rate year, with an annual cap of
$4.6 million applied to NYPA. Given that ample record evidence
exists that the service is both prudent and necessary to ensure
reliability of the delivery system for all of Con Edison’s
delivery customers, including NYPA, we find this proposal
reasonable and Jjust.

Another major litigated issue in these proceedings was
the fate of Con Edison's Hudson Avenue property. This property
currently is recorded on the Company’s books of account as
Electric Plant Held for Future Use, with the remaining
unrecovered cost of facilities and equipment a component of Net
Steam Plant in Service. 1In its filing, Con Edison proposed to
transfer the remaining unrecovered cost of the facilities and
equipment from its steam department to its electric department.
Staff and other parties opposed the transfer, questioning the
fairness of shifting costs to electric ratepayers without a
complete analysis of the potential benefits. Under the terms of
the Joint Proposal, the cost of the land and the remaining
unrecovered cost of facilities and equipment will remain part of
the Company’s steam department. However, the signatories
propose that Con Edison conduct an analysis which will include,

among other things, a review of the historical use of the

' Case 09-E-0428, Consolidated Edison Company of New York, Inc.
- Electric Rates, Order Denying Petition for Recovery of
Charges (issued February 14, 2013).
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property (i.e., for electric and steam operations), an
assessment of the environmental liabilities and demolition costs
of the property, appraisal of the property for future utility
use, and an assessment of whether the property should be sold.
The study may also include proposals for the use or sale of the
property, including estimated costs and benefits of any
proposal. We fully agree with this resolution of the issue as
the transfer cannot be supported on the current record. In our
view, the proposed study is necessary for us to determine the
appropriate treatment of this property in the future.

In addition to the Hudson Avenue study, the Joint
Proposal makes other recommendations for future studies and
reports that will enable us to make informed decisions on behalf
of the public on critical issues. For example, Con Edison has
agreed to complete and submit a staffing study to the Commission
that will compare the Company’s use of contractors to the use of
union employees for utility functions that are performed by both
union and contractor resources. This study may be significantly
beneficial to customers if it enables the Company to more
effectively manage its staffing costs. We are troubled,
however, by the Joint Proposal's term that would allow only
those parties that are signatories to the Joint Proposal to
comment on the scope of work to be included in the study.!” we
believe it would be beneficial to receive and, to the extent
practicable, incorporate comments of all parties. Accordingly
we adopt the Joint Proposal's terms concerning this study, with
the caveat that the Company will send a scope of work for
comment to all parties in these proceedings. We also note that

this study does not supplant Con Edison's obligation to

17 Joint Proposal 109.
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participate in the state-wide independent staffing audit we have
called for in Case 13-M-0449.'°

Con Edison will also perform a study to examine the
benefits and impacts of interruptible customers on the Company’s
gas system. The study, supported by many of the parties in
these cases, is important to the task of setting just and
reasonable rates for interruptible customers in the current
environment because the symbiotic, competitive relationship
between fuel o0il prices and natural gas prices which previously
served to balance rates in the past no longer exists. Con
Edison will also conduct a study to determine if there is
interest from interruptible customers on the use of surcharges
for rate recovery. A study is also planned to re-evaluate the
cost contribution to line loss made by generators, and Con
Edison has agreed to initiate discussions with National Grid to
consider common issues pertaining to lost and unaccounted for
gas mechanisms.

The signatories also propose that a Customer Service
System (CSS) Plan be filed with the Commission by December 31,
2014 to ensure a carefully developed, smooth and cost effective
transition from the current, outdated systems supporting
customer service functions to a CSS able to support the
Company’s current and future customer system needs. The Joint
Proposal includes a budget of $100,000 to be utilized to hire a
consultant to perform a customer survey to explore the
attributes of customer service that customers most want and
expect. A report based on the survey results will be filed with
the Commission by December 31, 2014. We see this proposal as

important to identify action steps that can be taken to

' In the Matter of Focused Operations Audit of the Internal

Staffing Levels and the Use of Contractors for Selected Core
Utility Functions at Major New York Energy Utilities.
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incorporate actual customer preferences into its customer
service strategy.

Con Edison has also agreed to conduct a study to re-
examine its current voltage reduction policy and to report the
results including any recommended changes within six months of
this order. The Joint Proposal also includes forward-thinking
strategies to improve system resiliency. In addition to the
work anticipated to continue in the Collaborative, NYC has
established a Building Resiliency Task Force, which Con Edison
has agreed to participate in, that will continue to study how to
improve infrastructure and building resiliency. We view these
agreed-upon future efforts by the parties as worthwhile and in
the public interest.

Property Tax Refund

On August 22, 2013, pursuant to 16 NYCRR Section 89.3,
Con Edison notified the Commission of its receipt of a
$140 million tax refund from the City of New York and proposed
disposition pursuant to the provisions of Section 113(2) of the

Public Service Law.®’

The Company proposed to defer for the
benefit of electric and steam customers 86% of the tax refund
remaining after payment of both the costs to achieve and a
portion of the refund due to the purchaser of the Ravenswood
generating station pursuant to the sale agreement. Con Edison
proposed to retain the remaining 14% of the net refund in
recognition of the Company's tax reduction efforts and to
provide an incentive to continue such efforts in the future.
Con Edison asserted that its proposed disposition of the refund

is consistent with the terms of its current electric and steam

rate plans.

% Case 13-M-0376, Petition of Consolidated Edison Company of New
York, Inc. for Approval of Proposed Distribution of Property
Tax Refund.
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The refund from the City of New York results from a
settlement of the Company’s challenges of certain tax
assessments of the Company’s Astoria, Ravenswood and Hudson
Avenue generating stations.?’ According to Con Edison, the
challenges began in 1994 and involved years of litigation and
negotiations continuing up to the date of the settlement
agreement.21 The Company asserts that the settlement will avoid
years of costly litigation, professional fees and uncertainty of
court decisions.

The $140 million refund breaks down as follows:
$38,059,288.60 for Astoria (tax years 1994/95 to 1998/99),
$49,029,507.41 for Ravenswood (tax years 1994/95 to 1998/99) and
$52,911,203.99 for Hudson Avenue (tax years 1994/95 to 2011/12).
Con Edison proposed to allocate the refund as follows: $249,478
to cover incremental costs the Company incurred to pursue the
refund, $342,974 to fulfill an obligation pursuant to the 1999
Ravenswood sales agreement,22 $84,997,048 deferred for the
benefit of electric customers, $34,893,443 deferred for the
benefit of steam customers and $19,517,057 retained for the
benefit of shareholder.

Staff reviewed Con Edison’s proposal and conducted

discovery on it. The Joint Proposal recommends that the

20 The Astoria and Ravenswood generating stations were divested

by the Company in 1999.

’l Settlement Agreement Between Consolidated Edison Company of

New York, Inc, and the City of New York, dated July 22, 2013.

22 The amount was revised from $329,531 to $342,974 in an Errata

notice filed by Con Edison on September 27, 2013. Con Edison
was reimbursed for twelve days of property taxes for the tax
year ended June 30, 1999 upon the sale of the station.
Pursuant to the sales agreement, TC Ravenswood, is owed a
share of the tax refund allocable to that twelve-day period.
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Commission resolve this matter in these proceedings consistent
with the Company’s proposed disposition.

Discussion

We find that adoption of the proposed disposition of
the tax refund is consistent with the statutory requirement of
just and reasonable rates. The terms of the Joint Proposal
provide Con Edison’s electric and steam ratepayers with a
substantial portion (86%) of the net refund amount, while
allowing the Company to retain a portion in recognition of the
fact that the refund was a direct result of the Company’s
persistent efforts. We find the Company's retention amount to
be consistent with our approved rate plans?’ and with our
longstanding policy of incenting utilities to pursue recovery of
excessive tax burdens. The proposed terms also meet the
criteria set forth in our Settlement Guidelines in that they
have won the support of ordinarily adversarial parties.

Con Edison’s current electric and steam rate plans,
previously approved by the Commission, provide that property tax
refunds resulting from the Company’s efforts be deferred for
future disposition except for an amount equal to 14% which can
be retained by the Company. The retention, however, is subject
to an annual showing of the Company’s efforts to reduce its
property tax burdens. Con Edison met its demonstration
requirements in filings dated March 29, 2012 and March 27, 2013.

The retention provides a financial incentive to the
Company to pursue tax refunds which primarily benefit customers.
The 14% incentive amount proposed in the Joint Proposal falls
squarely within the range of 10-25% retention we have approved
in prior tax refund disposition decisions and there is no record

evidence to suggest any departure from the predetermined 14%

23 Cases 09-E-0428 and 09-S-0974.
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retention level. The percentage retained is based on the level
of effort, risk assumed and benefits realized. In this instance
Con Edison’s almost twenty year effort justifies the allocation.

Property taxes represent a very large portion of Con
Edison’s electric, gas and steam revenue requirements. As such
we find it important to have policies that encourage
minimization of such large burdens that are included in customer
rates. The Company’s annual showings of its efforts to minimize
its tax burdens and the refund received are evidence that our
incentive policies are effective and appropriate.

We find that the proposed disposition of the
$140 million property tax refund is reasonable in light of the
facts presented.

Sale Proceeds of the John Street Property

By letter dated January 31, 2013, Con Edison notified
the Commission that it entered into a contract to sell an
approximately 3.4 acres of property to the Brooklyn Bridge Park
Development Corporation.24 At the time of the sale the property,
located in John Street, Brooklyn, was classified as non-utility.
The Company asserted that since the purchaser of the property is
a duly constituted authority of the State, Commission approval
of the transaction is not required pursuant to the Public
Service Law Section 70 (7). Therefore, the purpose of the
letter was to propose a sharing of the sale proceeds between
ratepayers and the Company.25

The property was acquired by Con Edison in 1963 for
$250,000 and was carried on the Company’s books and records as
plant held for future use until 1996. In 1996, it was

determined that the property was not needed for any anticipated

24 Exhibit 3009.

?> The Company's proposal was docketed as Case 13-M-0040.
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utility purpose. Accordingly, the property was reclassified as
non-utility property.

The agreed-upon sale price for the property, which Con
Edison indicates was determined based on competing appraisals,
was $9 million. After consideration of the original cost of the
property, certain costs associated with the property and
expenses associated with the sale, Con Edison reports an
$8.4 million gain resulting from the sale. Con Edison proposed
to allocate the gain between ratepayers and the Company based on
the relative costs borne by each following the reclassification
in 1996. Moreover, the Company proposed to provide ratepayers
the difference between the book value and the $1.2 million
claimed market value of the property when it was reclassified.
Con Edison’s proposed allocation approach allocates the
$8.4 million gain as follows: $4.5 million to the benefit of
electric ratepayers and $3.9 million to the Company.

Staff took exception to Con Edison's proposed
allocation,?® asserting that Con Edison’s accounting methods
subsequent to the reclassification of the land resulted in
ratepayers bearing costs that should have been borne by the
Company. Staff recommended that the ratepayer share of the gain
be increased from $4.5 million to $5.9 million. Con Edison
maintained that the Company shareholders are entitled to the
gain realized subsequent to the reclassification to non-utility
property based on the risk assumed by the reclassification. 1In
consideration of Con Edison’s assertion that Staff failed to
consider all costs that were borne by the Company since July
2008, Staff adjusted its recommendation and proposed that

$5.4 million of the gain be allocated to ratepayers.?’

26 staff Accounting Panel 41-45.

27 staff IB 22.
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The Joint Proposal provides a $4.9 million credit to
electric customers, approximately $0.4 million more than the
Company initially proposed.

Discussion

The Joint Proposal includes a ratepayer share that
splits the difference between the Company's proposal of
$4.5 million and Staff's recommendation of $5.4 million.
Fortunately, the gain from the sale was large enough to make
ratepayers whole for costs they should not have been charged and
to provide them with an equitable portion of the remaining gain
based on the period they supported the asset in rates. Our
review of the record on this issue leads to the conclusion that
the proposed resolution is a just and reasonable outcome. As
such, it is adopted.

We are troubled by the Company's accounting practices
for the costs associated with non-utility property that resulted
in improper charges to ratepayers and needlessly complicated the
analysis of the proper disposition of the gain. We direct Con
Edison to take inventory of all non-utility property holdings
and review its related accounting practice to ensure that all
costs associated with other non-utility are properly accounted
for.

Rate Credits in the Event of a
Stayout Beyond the End of a Rate Plan

A stayout beyond the end of a rate plan is a situation
where a rate plan expires and the utility has not filed to reset
rates (or the Commission has not acted to re-set rates)
governing the period that begins after the rate plan expires.
The Joint Proposal provides for base delivery service revenue
levelization at current levels during the term of the three rate
plans. But, because of the underlying net rate increases
recommended by the Joint Proposal, if Con Edison does not file
for rate changes to take effect in the periods that begin after
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the rate plans expire, absent future Commission action, the
levelization will end, and electric base delivery service
revenue collected from customers beginning in the year after
Rate Year Two will increase by $47.776 million (+0.9%), gas base
delivery service revenue collected from customers beginning in
the year after Rate Year Three will increase by $40.856 million
(+4.3%), and steam base delivery service revenue collected from
customers beginning in the year after Rate Year Three will
increase by $17.696 million (+4.0%).

The levelization process itself creates ratepayer
credits at the end of the rate plans, as follows: electric -
$30.1 million, gas - $32.265 million; steam - $8.158 million.
The intent of the Joint Proposal is that these credits will be
available to mitigate future rate increases, but not until Con
Edison files for new rates. At the evidentiary hearing held on
January 14, 2014, both Con Edison and Staff witnesses testified
to the effect that if the Commission, on approving the Joint
Proposal, was to decide that it wants to direct the use of such
credits to mitigate the customer increases in the event of
stayouts beyond the end of the rate plans, the parties to the
Joint Proposal would not consider such a change as material to
their agreement.

Discussion

The revenue increases collected in customer bills that
will occur in the event of stayouts beyond the end of the rate
plans, particularly for gas and steam, are not inconsiderable.
While Con Edison's history is that it ordinarily files for new
rates to go into effect at the end of its rate plans, the option
of such stayouts nevertheless does exist for the Company. Given
the ready availability of the ratepayer credits created by the
levelization process, we believe that it makes sense as a

precaution to take action now and direct that, in the event of
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stayouts beyond the end of the rate plans and absent any
intervening action taken by the Commission, the credits be
applied to mitigate the bill increases that would take effect in
the year following the expiration of the rate plans. If there
are no stayouts beyond the end of the rate plans, the credits
will remain available for use along with any other credits in
setting new rates. This does not preclude other actions we
might take in the future to further mitigate such rate
increases.

Low—-Income Issues

The current electric and gas rate plans allow
customers on Medicaid to be automatically enrolled in the gas
low-income program, but not the electric low-income program.
The Joint Proposal would maintain these arrangements. The
proposed low-income program for Con Edison's electric business
includes a fixed $9.50 discount from the applicable customer
charge (an increase of one dollar above the existing discount)
and a waiver of reconnection fees for qualifying customers. If
actual expenditures of the program exceed or drop below the
proposed $47.5 million annual budget by more than ten % (an
expansion from the existing tolerance band of five %), it is
proposed that Con Edison may adjust the per-customer credit by
up to 50 cents, or a lesser amount needed to bring the program
costs within the 10% band. The Joint Proposal also requires Con
Edison to attempt same-day electric service reconnection for
residential customers whose service was disconnected at the
meter for non-payment and who become eligible for reconnection.

PULP introduced testimony and filed comments urging
the Commission to take various measures to immediately lower
rates, to alter the low-income program to provide a percentage
reduction in low-income customer bills instead of a fixed

credit, to utilize Medicaid as a means of qualifying for Con
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Edison's low-income electric program, to create a performance
mechanism for Con Edison based on compliance with the Home
Energy Fair Practices Act (HEFPA), to take further steps to
avoid shut-offs and to re-evaluate the promotion of ESCO service
for low-income customers.

Rate Reduction

PULP submitted testimony establishing that many
customers are struggling to pay bills and proposes several
methods by which immediate rate reductions could be
accomplished. Specifically, PULP argues that the multi-year
rate plans which would levelize revenue requirements could be
rejected in favor of a single-year rate reduction, that a lower
ROE could be adopted to lower rates, that the earnings-sharing
dead band and recovery for Con Edison's Management Variable Pay
(MVP) program could be eliminated, and that austerity measures
could be implemented.

Discussion

While we appreciate PULP's efforts on behalf of low-
income customers to reduce rates, the proposed terms that PULP
would alter to achieve immediate rate relief should not be
changed. They reflect a reasonable compromise of the parties'’
litigated positions in these proceedings and are in the public
interest. For example, we are convinced that forgoing an
immediate rate reduction in the first rate year is an
appropriate trade-off for mitigating rate increases in
successive years. As we discussed above, multi-year rate plan
affords considerable benefits by way of increased rate certainty
for customers and planning efficiencies for the Company allowing
it to better focus on operations instead of rate cases.

Further, we cannot accept PULP's characterization of
the agreed-upon ROE as unsupported by evidence. In his

testimony supporting the Joint Proposal, Staff witness Craig
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Henry testified that, when negotiating the Joint Proposal, Staff
had updated its projected ROE given the most recent economic
climate and concluded that a base ROE of 8.8% would be
appropriate, and that the 9.2% and 9.3% figures proposed
represent the ROE based on Staff's methodology plus a
traditional amount of financial and business risk premium
typical of multi-year rate plans.?’

Likewise, the provisions permitting Con Edison to
retain 100% of earnings up to 60 basis points above the
recommended ROE are tempered by the graduated scale which
provides for an increasing customer share and the fact that the
sharing threshold is lower than in many rate plans we have
approved. In addition, the use of shared earnings to right-down
SIR costs 1is consistent with our recent generic policy. We deem
this provision, along with the proposals to permit Con Edison to
recover costs related to its MVP program and to discontinue
austerity measures, to be valid outcomes of an effort by adverse
parties to come to terms on a multi-year rate plan in the
context of a highly complex litigation.

Percentage-Based Low-Income Credits

PULP argues that Con Edison's low-income programs
should be redesigned as a given percentage reduction off the
customer's total bill, as opposed to the fixed credit currently
used. Citing several other states that utilize a percentage
reduction, PULP argues that a percentage bill approach will
assist customers more than a fixed credit when commodity costs
increase, because the percentage methodology will ensure that

the customer discount increases proportionally.

*8 January 14, 2014 Tr. 77-78; 94-95.
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Discussion

PULP's proposal would reflect a significant structural
change in Con Edison's low-income program, would make the
discount more difficult to administer, and would redistribute
the low-income budget primarily to high usage customers.
Ultimately, we expect that, if such a methodology were to be
used, the percentage level imposed would likely reflect a
targeted budget level and low-income customers as a class would
remain with essentially the same benefits over time as they now
receive, but high usage low-income customers would get more
benefits than currently and low usage customers would get less.
Very few of Con Edison's low-income customers heat with
electricity, therefore high usage is driven by some other factor
and we are not persuaded that the shift in benefits that would
result is desirable. Budget billing can already be used to
reduce monthly swings in billed amounts. On balance and under
these circumstances, we find insufficient cause to require Con
Edison to restructure its low-income programs to a percentage
methodology as proposed by PULP.

Medicaid Eligibility and Low-Income Credit Adjustment Mechanism

PULP asserts that Medicaid eligibility should be used
as a qualifying threshold for a customer to take advantage of
Con Edison's low-income electric program. Under the current
proposal, customers can qualify for Con Edison's low-income
electric program if they are enrolled in the Utility Guarantee
or Direct Vendor programs administered by local human resource
agencies; receive benefits under Temporary Assistance for Needy
Persons/Families, Safety Net Assistance, Supplemental Security
Income, or the Supplemental Nutrition Assistance Program; or if
they received a Home Energy Assistance Program grant in the
prior twelve months. PULP points out that Medicaid is used as a

qualifying threshold for the Company's low-income gas program,
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and that, in the electric program's inception, Medicaid was a
qualifying factor for electric customers as well. PULP concedes
that the record in these proceedings does not inform us as to
what impact the use of Medicaid eligibility as a means of
qualifying for the electric low-income program will have on the
number of enrollees in that program. When questioned on the
issue, PULP's witness ultimately agreed that it might make sense
to have the question of volume decided prior to determining
whether Medicaid should be utilized as a qualifying threshold
during the proposed rate plans.29

Staff argues that Medicaid is not an appropriate
qualifying factor for Con Edison's low-income programs because
Medicaid is not strictly based on income, but a combination of
income and medical bills. In addition, Staff stressed that Con
Edison's electric low-income program does not cap enrollment
and, therefore, the addition of Medicaid eligible recipients
could have a substantial impact on revenue that would need to be
derived from other ratepayers.3C

Discussion

Our review of the record provides no theoretical basis
for differentiating Con Edison's gas low-income program from its
electric low-income program with respect to utilizing Medicaid
eligibility as a qualifying factor. The obstacle we see is more
practical; without knowing how many additional customers will
qualify for the low-income program if Medicaid is considered, we
cannot evaluate the impact on the overall cost of the program
and the magnitude of the resulting burden on other ratepayers.
Particularly in the Con Edison service territory, there could be

low-income customers that do not qualify for HEAP because they

2% January 14, 2014 Tr. 113.

% January 14, 2014 Tr. 74-75.
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live in apartment buildings that include heat. We are also
cognizant that the determination of who is Medicaid eligible is
necessarily dependent upon our changing health care landscape
and will require expertise and resources that are not readily
available to us.

Accordingly, we deem it best to withhold decision on
this issue pending some additional fact-finding. We request
that Con Edison seek the assistance of NYC and Westchester to
run a match to determine how many Medicaid eligible customers
are served by Con Edison that are not already participants in
the electric low-income program. We expect Con Edison to
provide those numbers, along with its analysis of how its low-
income program budget could adapt to any anticipated changes in
volume, in a written report within six months of the date of
issuance of this Order. At that time we may reconsider whether
Medicaid eligibility should be used as a qualifying threshold
for a customer to take advantage of Con Edison's low-income
electric program, and we may also reconsider the target budget
for the low-income discount program given the possible need to
expand it.

In that regard, and considering that only a two-year
rate plan is contemplated and that PULP has provided evidence
that is compelling and unrefuted that Con Edison's customers are
increasingly finding it difficult to pay their utility bills in
the current economy, we have determined that the adjustment
mechanism should be eliminated in order to preserve the full
$9.50 credit for all gqualifying customers throughout the
duration of the short electric rate plan, or until we revisit
the issue after having had the opportunity to consider the
impacts of adopting Medicaid eligibility as a qualifier for the

low-income program. As provided for in the Joint Proposal, any
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incremental cost of this modification will be recovered by Con
Edison through the revenue decoupling mechanism.

HEFPA Performance Mechanism

HEFPA sets forth some of the rights and
responsibilities of certain utility customers and utility
companies in New York State, providing: "It is hereby declared
to be a policy of this state that the continued provision of all
or any part of ... gas, electric or steam service to all
residential customers without unreasonable qualifications or
lengthy delays is necessary for the preservation of the health

and general welfare and is in the public interest."’!

Citing
certain alleged violations of HEFPA by Con Edison in its
testimony, PULP argues that a performance mechanism should be
implemented to measure HEFPA compliance and thereby encourage
Con Edison to direct sufficient resources to insure fidelity to
this statute. When questioned at the hearing concerning this
proposal, PULP's witness acknowledged that the record in these
proceedings does not offer a ready template of objective
criteria that could be used to measure HEFPA compliance.** As a
means to address that deficiency, PULP offers the alternative
proposal that a collaborative process be established to explore
how HEFPA violations could be objectively measured for the
purposes of administering a HEFPA performance mechanism.>’

Staff testified that the customer service performance
mechanism already in place includes a measure of complaints made
to the Commission, including those complaints that involve a

potential HEFPA violation. In Staff's view, the Commission is

31 New York Public Service Law § 30.

32 January 14, 2014 Tr. 119.
*¥ January 14, 2014 Tr. 118-1109.
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already empowered to enforce compliance with HEFPA, rendering an
additional performance mechanism unnecessary.

Discussion

Like all utilities, Con Edison is bound by law to
comply with HEFPA. Further, the New York State Department of
Public Service's consumer complaint process is sensitive to any
complaints that suggest a HEFPA violation and appropriate action
is taken to follow up on all instances. In addition, we have at
our disposal administrative penalties that we can use should we
find it necessary to enforce HEFPA compliance. Should we
instead adopt a performance mechanism to monitor HEFPA
compliance, as suggested by PULP, we are concerned it might
actually hinder the goal of properly responding to HEFPA
violations. If the utility is performing under the given
parameters of a performance mechanism, it might discourage
scrutiny over whether there are violations that should be given
further attention. 1In our view, we believe the current practice
of giving individual consideration to claims of HEFPA violations
through the consumer complaint process is a more certain means
of monitoring the Company's compliance.

We also see a potential for considerable
administrative difficulty in creating a performance mechanism
that would necessitate judging behavior that, in most instances,
will involve subjective determinations. Typically performance
mechanisms are based on objective criteria, such as how long it
takes for phone calls to be answered or how many feet of
pipeline are replaced. On this record, we are unable to
visualize how a HEFPA performance mechanism, based as it would
be on subjective determinations regarding whether Con Edison is
guilty of a statutory violation, would function. Accordingly,
we decline the invitation to create a HEFPA compliance

performance mechanism in the context of these rate proceedings.
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Customer Protections Against Shut-offs

PULP argues that the best tool Con Edison has to help
its customers pay their bills is to keep rates low. Aside from
that, however, PULP also argues that the threat of disconnection
is not effective in getting customers to pay bills because only
a small percentage of those customers actually have the ability
to pay. PULP suggests, instead, that early identification
programs and comprehensive arrearage management programs can
improve low-income customers’ payment patterns.34

Con Edison contends that it disconnects customers in
arrears only as a last resort and offers many other options
including deferred payment agreements and budget payment plans.35
Pursuant to HEFPA, the Company also makes referrals to the New
York City Department of Human Resources or Westchester County
Department of Social Services when a customer facing termination
is known to be a public benefit recipient, elderly, blind or
disabled, or where the Company ascertains that a resident is
likely to suffer serious impairment to health or safety as a
result of termination.

Discussion

Recognizing the struggle of low-income customers, as
discussed above, we are adopting an increase to the low-income
credit as well as eliminating the discount credit adjustment
mechanism should the program budget be exceeded. Further, we
are pleased with the proposal that Con Edison make every effort
to achieve same-day electric service reconnection for
residential customers who are eligible for reconnection.>® It is

our view that these changes represent positive steps toward

** Brockway Initial Direct 8-20.

*° CE COP Update/Rebuttal 58.

%% Joint Proposal 95.
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addressing the customer service concerns identified by PULP.
Although PULP implies that there are other alternatives to
termination available to the Company to optimize the payment
patterns of its low-income customers, it never explains what
those alternative tools are. The record herein furnishes an
insufficient basis to adopt PULP’s proposals on this matter. We
note that the 2014 Draft State Energy Plan contemplates
strategies to reduce the percentage of household income devoted
to energy bills for low-income New Yorkers and proposes tracking
an energy bill percentage of household income metric as a way to

" and we look

assess the effectiveness of such strategies,?
forward to reviewing the public comment on the draft State
Energy Plan.

Promotion of ESCO Service to Low—-Income Customers

PULP calls for the end of the promotion of ESCO
service to the financially vulnerable low-income community
pending an investigation of the impact ESCOs have on the burden
on low-income customers. In support of its position, PULP
submitted testimony analyzing ESCO bills in Niagara Mohawk Power
Corporation's service territory suggesting that ESCO customers
generally pay more than full-service utility customers and that
a disproportionate number of such customers are low-income
customers.>®

Discussion

We fully acknowledge PULP's concerns on this issue and

note that we have already commenced the requested analysis on a

37 Shaping the Future of Energy, New York State Energy Plan,

Vol. 1, p. 56 (2014 Draft).

*® Yates in Opposition to Joint Proposal 19-23.
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state-wide basis in the context of a generic proceeding.39
Therefore no further action is necessary in these proceedings.

Residential Voluntary Time-of-Use Rates

"Time-of-use rates" refers to a type of rate design
where the price for a commodity or service depends on the time
when the service is provided or the commodity is delivered.

Such a rate design sends more accurate price signals to
consumers as to the changes in actual cost of providing the
commodity or service over time, and allows them, in response, to
better manage their energy costs by shifting usage to a lower-
cost period or by reducing their overall consumption during the
most expensive periods. Time-of-use rates may be a particularly
important option for electric vehicle owners who want to
minimize charging costs by incurring them during lower-cost off-
peak periods. Encouraging electric vehicle owners not to add
additional consumption and cost during higher-cost on-peak
periods will, in turn, benefit the system as a whole.

The Joint Proposal provides for a new voluntary time-
of-use (VTOU) rate, applicable to both delivery and commodity,
to be offered in which the off-peak period will be midnight
(12 a.m.) to 8 a.m. As an inducement to new VTOU customers, the
rate is proposed to include a one-year price guarantee for full-
service or retail access customers registering a Plug-in
Electric Vehicle (PEV) with the Company so as to ensure that the
customer will not pay more over the course of the one-year
period than he or she would have paid under regular rates. This
comparison would be made on a total bill basis for full service

customers and on a delivery-only basis for retail access

3% case 12-M-0476, Residential and Small Non-residential Retail
Energy Markets, Order Instituting Proceeding and Seeking
Comments Regarding the Operation of the Retail Energy Markets
in New York State (issued October 19, 2012).
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customers. As proposed, customers that elect the VTOU rate as
retail access customers and then switch to full service must
remain on the VTOU rate as full service customers for one year
from the date of the switch. Customers that elect the VTOU rate
as full-service customers must also remain on the VTOU rate as
full service customers for one year from the date of the switch.

The Joint Proposal also provides for a pilot program
to test VTOU customer responsiveness to peak demand information,
the development of an on-line VTOU bill calculator, and another
pilot that includes a time sensitive rate that is not limited
to, or focused specifically on, PEVs. 1In addition, the Company
agrees to propose a stand-alone PEV charger rate designed for
residential customers in its next rate filing.

RESA and NYSEMC (collectively, the ESCOs) have argued
that two barriers exist to full participation of ESCOs in the
proposed electric residential VTOU rate program which must be
remedied to ensure fair competition. First, the ESCOs assert
that Con Edison's Consolidated Utility Billing System (CUBS)
program, pursuant to which the Company issues a single bill to a
customer with both ESCO and utility charges, prevents ESCOs from
fully competing for VTOU customers. The CUBS program requires
ESCOs who wish to utilize single billing to provide the Company
with the charges to be billed to the ESCO customer a number of
days prior to the end of a billing cycle. According to the
ESCOs, this puts ESCOs at a significant competitive disadvantage
to Con Edison with respect to the provision of VTOU commodity
service because an ESCO cannot know how much and when a customer
used energy during the entire billing cycle and, thus, cannot
accurately pass on time-differentiated costs to the ESCO
customer.

The ESCOs point out that the difficulty presented by

the CUBS program was identified in the last Con Edison electric
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rate proceeding, where a collaborative effort was established to
examine the problem.40 The outcome of that collaborative effort
was agreement on some of the enhancements that were necessary to
the CUBS system to facilitate participation by ESCOs in the VTOU
market. However, as thereafter the parties failed to agree on
who should bear the costs for a consultant to complete an
estimate of the work necessary to implement the agreed-upon
enhancements, apparently no further steps were taken.

In reply to RESA's statement in opposition, Con
Edison, Staff and NYC assert that RESA failed to support its
position by filing testimony in the underlying proceedings. Con
Edison and Staff point out that Con Edison's CUBS system was
developed to comply with the Commission's Uniform Business
Practices which, for rate ready billing systems like CUBS,
specifically requires ESCOs to report charges at least four days
prior to the effective date of such charges. Con Edison states
that the modifications that the ESCOs seek here would require
extensive changes to the Company's billing systems. Con Edison
also disputes the ESCOs' claim that the CUBS system puts ESCOs
at a competitive disadvantage, suggesting that ESCOs could bill
VTOU customers based on historical customer usage adjusted by
actual usage on a one-month lag. Staff opines that ESCOs could
use a dual-bill arrangement, or calculate a customer's bill
based on an average of the customer's differentiated usage, and
that such customers could then consult a website to learn
details for a specific consumption period. NYC argues that
ESCOs should be required to make the investments necessary to
compete in the VTOU market, as opposed to asking Con Edison to

pass such costs on to other customers.

“® Case 09-E-0429, Consolidated Edison Company of New York, Inc.
— Electric Rates, Letter to the Secretary re Rate Ready
Utility Billing Model (April 29, 2011).
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The ESCOs also ask the Commission to require that Con
Edison change its manner of reporting settlement data to the
NYISO to differentiate the VTOU customer's individual on-peak
and off-peak usage. Currently, the NYISO is not given
information regarding an individual ESCO customer's actual
usage. Thus, the NYISO does not bill the ESCO for wholesale
usage based on the specific customer's differentiated usage and,
according to the ESCOs, they are not able to pass potential
savings on to customers. Con Edison, Staff and NYC argue that
the parties have addressed this concern, as they have agreed
that Con Edison will differentiate a non-interval metered VTOU
customer's on-peak and off-peak usage as part of the Company's
ongoing full replacement of its NYISO reconciliation system,
which is anticipated to be completed by the end of 2015.

Discussion

In our December 2013 order in case 07-M-0548, we
announced a forthcoming initiative to enhance customer
participation in meeting our strategic objectives. Among other
things, that proceeding will consider the efficacy of time-
sensitive pricing as it relates to other customer-oriented
initiatives. In the context of Con Edison's current VTOU
program, we request that the parties, as they look at
improvements, also look more closely at the rate design and
provide additional analyses for our future consideration such as
(1) whether the difference between typical rates and time-of-use
rates is appropriately revenue neutral for a customer with time-
of-use characteristics similar to those of the class average;

(2) whether customer confusion between monthly versus annual
bill comparisons might discourage usage of such rates by
customers, and to what extent customer outreach and education
efforts mitigate this; (3) whether one-year commitments that

tend to inhibit customer choice can be avoided by different
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design; and (4) whether the added meter cost should be borne by
all customers as an encouragement to VTOU rates.

While we recognize the ESCOs' arguments that obstacles
exist to ESCO participation in the retail VTOU market, we are
not persuaded that these rate proceedings are the appropriate
forum for their ultimate resolution or that they warrant
delaying the implementation of the new VTOU program. Con Edison
already has a VTOU rate in place and the issues identified by
the ESCOs are neither new, nor necessarily specific to Con
Edison customers. In our view, these issues should be grappled
with in a generic proceeding where we might consider a
cost/benefit analysis of implementing changes to facilitate
retail VTOU competition on a state-wide basis.®’ In so deciding,
however, we nevertheless adopt the proposal to require Con
Edison to make the necessary changes to enable it to report an
ESCO customer's non-interval metered on-peak and off-peak usage
to the NYISO by the end of 2015. Given that Con Edison is in
the process of updating its entire reconciliation system,
efficiencies support the decision that Con Edison make the
necessary changes during that process rather than await a
determination in a generic proceeding. Accordingly, the VTOU
program is adopted as set forth in the Joint Proposal.

Management Audit

The most recent comprehensive management audit of Con
Edison was concluded in Spring 2009, and the final audit report,
which included 92 recommendations, was issued on August 7, 20009.

The Company filed its Audit Implementation Plan for each of the

4l See, e.g., Case 12-M-0476, Residential and Small Non-

residential Retail Energy Markets, Order Instituting
Proceeding and Seeking Comments Regarding the Operation of the
Retail Energy Markets in New York State (issued October 19,
2012) .
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92 audit recommendations on October 5, 2009. The Company has
implemented 91 of the 92 audit recommendations with one
remaining recommendation to be fully implemented. This final
audit recommendation pertains to the Company’s work management
system and is scheduled to be fully implemented September 2014.%
The estimated savings resulting from the implementation of the
management audit, associated with both capital expenditures and
O&M expenses, are reflected in the proposed revenue requirements
of the Joint Proposal.

Site Investigation and Remediation

Con Edison has provided record evidence in these
proceedings to support the recovery of SIR expenses as
contemplated by the Joint Proposal. Specifically, the Company
provided testimony demonstrating that it has consistently
maintained compliance with DEC and other regulatory orders,
agreements and permits; pursued cost reduction, sharing and
recovery opportunities wherever feasible for individual SIR
projects; and has implemented practices and procedures
consistent with those described in the inventory of best
practices for SIR cost containment filed by the joint electric
and gas utilities as required by the Commission in Case

11-M-0034.%3

THE CON EDISON RESILIENCY COLLABORATIVE

Background
Superstorm Sandy struck New York on October 29, 2012.
Historic flooding and sustained high winds caused the deaths of

more than 50 New Yorkers, billions of dollars in property

42 Leak 9-10.

43 case 11-M-0034, Site Investigation and Remediation (SIR)
Costs, Order Concerning Costs for Site Investigation and
Remediation (issued November 28, 2012).
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losses, and damage to energy systems causing electric service
outages to over two million New Yorkers. Sandy drove home the
urgency not only of emergency preparedness, but of advance
planning for the impacts on the utilities of New York State of
extreme weather events exacerbated by a changing climate.

Con Edison’s January 2013 electric, gas and steam rate
filings requested approximately $1 billion in capital investment
for 2013-2016 for the purpose of storm hardening. Parties filed
expert testimony urging a comprehensive and longer-term approach
to this investment, much of which would be in infrastructure

* The projections of

expected to last for most of this century.®
the New York City Panel on Climate Change (NPCC)* are that
changing climate conditions are likely to affect Con Edison’s
ability to provide reliable service without major disruptions.
The parties of the Con Edison Resiliency Collaborative
(Collaborative) agreed that the utility system's future design
should better withstand more frequent, violent, storms and
larger storm surges.

Based on a Staff proposal, the Collaborative was

convened in June 2013 by Administrative Law Judge Eleanor

Y These filings included testimony from climate scientists who

contributed to the 2011 Responding to Climate Change in New
York State (the ClimAid Report) and the New York City Panel on

Climate Change (NPCC). See Attorney General’s Testimony of
Dr. Klaus Jacob and New York City’s Testimony of Dr. Radley
Horton.

> Modeled on the Intergovernmental Panel on Climate Change, the

New York City Panel on Climate Change was convened in August
2008 as part of PlaNYC, the City's long-term sustainability
plan. The NPCC includes climate scientists, legal, insurance,
and risk management experts.
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Stein.?®

Having met in working groups and continuous plenary
sessions, the Collaborative concluded its work with the
December 5, 2013 filing of a report by Con Edison, the Storm
Hardening and Resiliency Collaborative Report (Resiliency
Report) .

Based on the Collaborative resources and discussion,
Con Edison developed new tools in recognition of the necessity
of flexibility (resiliency) to adapt to changing conditions in

response to a changing environment.*’

The Company adopted a new
design standard to protect its infrastructure located in flood
zones, committing to revisiting the design standard every five
years. This standard includes the use of the most currently
available Federal Emergency Management Agency (FEMA) flood plain
maps, with the addition of at least three feet of protective
construction (or freeboard) (FEMA + 3), in anticipation of
future sea level rise and other risks. The report also reflects

the re-design, with NYC, of Con Edison's risk assessment

instrument to include the risks of anticipated storms and

46 Participants in the Collaborative were: Staff, Con Edison,

NYC, OAG, UIU, DEC, Westchester, NYU School of Law Guarini
Center on Environmental and Land Use Law, Institute for Policy
Integrity (NYU), PULP, NYECC, CPA, UWUA Local 1-2, Energy
Initiative Group LLC, and the Non-Governmental Organizations
(NGOs), comprising EDF, Pace, Columbia, and NRDC.

*7 Resilience (or resiliency) encompasses more than hardening

existing utility infrastructure against the impact of severe
storms. Generally, the NYS 2100 Commission defined it this
way: "Resilience is the ability of a system to withstand
shocks and stresses while still maintaining its essential
functions." Recommendations to Improve the Strength and
Resilience of the Empire State’s Infrastructure,
http://www.governor.ny.gov/assets/documents/NYS2100.pdf 24.
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flooding,48 and commits the Company to carry out a comprehensive
assessment in 2014 of its climate change vulnerability,
including rising heat as well as storms.

The Con Edison Storm Resiliency
Report and the Joint Proposal

Many of the conclusions reached by the Collaborative
were also incorporated into the Joint Proposal, which recommends
we direct the continuation of the Collaborative.?’ Some
Collaborative issues are explicitly discussed in the Joint
Proposal; other Joint Proposal recommendations implicitly
reflect the discussions and conclusions of the Collaborative.
For example, the recommended storm hardening capital
expenditures in RY1 and RY2 for the Company’s electric system
and in RY1l, RY2, and RY3 for Con Edison’s gas and steam systems
are based on the new design standard for projects commenced in
2014 and on extensive review carried out in the Collaborative,
particularly by Staff, of specific storm hardening plans.”’

In addition, there are recommendations stemming from
the Collaborative that are not treated in the Joint Proposal.
The Resiliency Report represents a unique process and a far-
sighted approach. It reflects a collective process and many of

its conclusions are shared by the participating parties.

“® The City’s analysis, reflected in its June 2013 report A

Stronger, More Resilient New York, contributed to the Con
Edison risk assessment model revision. NYC stated that
certain facilities at risk for flooding have outsize
importance as nodes for bulk power delivery and as single
points of failure for multiple load areas or networks. With
sea-level rise in NYC projected to reach as high as 31 inches
by mid-century, this risk increases.

“° Joint Proposal 50.

0 See Electric, Gas, and Steam Capital Expenditures, JP Appendix

27. For a description of the specific projects, see
Resiliency Report 44-63.
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However, parties filed their own statements on the Resiliency
Report on January 10, 2014, and some disputed issues remain for
our resolution.

In the Resiliency Report, Commission approval is
sought for a second phase of the Collaborative to continue work
on longer-term issues. Generally, these issues are Con Edison’s
2014 Climate Change Vulnerability Study; review of storm
hardening initiatives for 2015 and 2016; identification of
potential alternative resilience strategies such as microgrids
and distributed generation; quantification of Type 3 natural gas
leaks and development of a program further to reduce backlog;
and development of an economic cost/benefit model in
coordination with the risk assessment and prioritization
approach and extension of this approach to alternative
resilience strategies.

Party Statements on the Resiliency Report

Commenting on the report were Staff, OAG, NYC, DEC,
UIU, Westchester, UWUA, NYU, and the NGOs. The parties
generally support the Resiliency Report and are enthusiastic
about the work of the Collaborative, urging its continuance.

While there is consensus on the use of the new Con
Edison design standard for projects commencing in 2014, OAG,
DEC, the NGOs and NYC challenge the use of the standard over the
longer term, and seek further and ongoing review. The OAG, DEC,
and the NGOs consider the addition of 3 feet of freeboard
inadequate to protect against projected sea level rise,
especially for infrastructure projects expected to have a long
useful asset life and for critical facilities. They urge
adoption of additional protection to include the latest
scientific data.

Staff supports the continuation of the Collaborative

for further development of storm hardening plans, including
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alternative resilience strategies in the context of the
resilience planning of New York City. Staff also supports
continued collaborative work on future climate conditions in
addition to storms: sea level rise, wind, and increased heat.

Westchester seeks explicit inclusion of the
application of the FEMA + 3 standard to Westchester projects,
and to ensure that storm hardening projects go forward
expeditiously in the county. It expresses concern about the
possible use of a surcharge for future resilience projects, one
of several approaches included in the Joint Proposal.

Staff, UIU, and NYU seek a cost/benefit analysis
designed to assess the relative costs and values of both
conventional storm hardening and alternative strategies; they
propose this effort for future Collaborative work, consistent
with the recommendations of the Resiliency Report. However,
both UIU and NYU project a cost/benefit approach that includes
all societal impacts, including impacts to health, safety, and
the environment, with each effect monetized on a common metric
to determine most beneficial policy options. In addition, UIU,
NYU, and the NGOs urge that Phase Two of the Collaborative be a
public process.

The NGOs advocate generally for a broad definition of
system resiliency by the Collaborative, to include equipment on
both sides of the meter. For example, they note that reductions
in peak customer demand during heat waves would contribute to
the resiliency of the system. They also urge inclusion of the
management of heat, as well as flood or storm, events. The NGOs
recommend that the Collaborative design a portfolio of
alternative customer-sited strategies and time differentiated
pricing, and that it undertake natural gas leak identification
and prioritization by volume. Finally, they emphasize the

importance of mitigation, that is, reduction in greenhouse gas
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emissions from the energy sector, as well as adaptation or
resiliency.

UWUA, supported by NYC, is critical of Con Edison’s
refusal to consider the resilience aspect of staffing levels in
the Collaborative, and urges its inclusion in Phase Two.

Discussion

The Con Edison Resiliency Collaborative has provided a
valuable focus for innovative approaches to the 21°% Century
challenges to the utility system, and its work should continue,
in public when appropriate. We adopt the Joint Proposal
recommendations for a Collaborative Phase Two, with Con Edison
to report back to the Commission as specified in this order. We
also note that resilience efforts must be accompanied by a
continued commitment to reduce carbon emissions in order to
mitigate long-term risks that will continue to challenge our
adaptive capabilities.

As to the issues related to the application of the
FEMA + 3 design standard to projects in RY2, RY3 and thereafter,
we note that the Con Edison adoption of FEMA + 3 is an important
advance over the standard applied by the utility at the start of
these cases. However, ongoing review of such standards is
appropriate in light of the rapid developments in climate
science forecasts, and in federal, state, and city policies.

The Phase Two comprehensive climate change vulnerability study
Con Edison will undertake should provide a longer-range basis
for ongoing review of these standards and we expect to revisit
this issue.

With respect to the cost/benefit study proposed in the
Resiliency Report, we expect Con Edison to develop and apply a
cost/benefit analysis approach for future capital investment
that differs from a typical utility capital expenditure analysis

and assesses the relative benefits and costs of resilience of
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existing utility infrastructure and alternative resilience
approaches such as microgrids. The risks and probabilities of
future climate events, the expected useful life of assets, the
impact of outages of varying duration on affected customers, and
the potential risk to critical facilities, among other societal
cost factors, should be considered, and should be monetized to
the extent that reasonable values can be established and will be
of practical relevance. This approach should harmonize the
comparison of traditional utility system and alternative
solutions and investments. We expect to develop a single,
consistent cost/benefit approach for use in the Energy
Efficiency Portfolio Standard proceeding, and in the anticipated
comprehensive generic regulatory framework proceeding we
announced in December 2013.°' In the interim, however, the work
of Con Edison and the Collaborative parties in developing this
analysis for the utility’s use in the short term should
contribute and link to the generic docket, to avoid both
redundant and contradictory approaches.

As to other proposals for Collaborative effort, we are
similarly concerned about the potential for overlap and
duplication of effort in some respects. Consideration of the
impact of workforce staffing levels for resiliency purposes is a
valid concern, but it will be addressed in Case 13-M-0449, the
operations audit of staffing levels at major New York State
energy utilities. Therefore, the workforce and resilience issue
should not be addressed by the Collaborative.

In our recent order in the Energy Efficiency Portfolio
Standard proceeding, we identified core policy outcomes we

wished to achieve in a comprehensive inquiry and redesign of the

°l Case 07-M-0548, Energy Efficiency Portfolio Standard, Order
Approving EEPS Program Changes (issued December 26, 2013)
p. 21-25.
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regulatory framework, to ensure economic, efficient, reliable,
and resilient electric service while reducing emissions
including greenhouse gases.”’? The broader issues of the role of
alternative resilience strategies such as distributed generation
and microgrids are encompassed in this anticipated generic
enquiry. Therefore the Collaborative work on alternative
resilience projects can most profitably focus on addressing the
three areas indicated in the Joint Proposal and specified below.

The Scope of Collaborative Phase Two

First, as provided by the Joint Proposal, the
Collaborative will conduct a review of future proposed storm
hardening projects and programs. In June 2014 and 2015, Con
Edison will initiate discussions with Staff and the
Collaborative parties concerning planned storm hardening
expenditures for RY2 and RY3, respectively. By September 1,
2014 and September 1, 2015, Con Edison will file a report with
the Commission on the collaborative discussions including its
recommended storm hardening projects for the following year.
Based on the Con Edison report and party comments, the
Commission will determine any modifications to the planned storm
hardening projects for 2015 and 2016. Reconciliation of actual
storm hardening costs for these projects with the forecast
revenue requirement impact will follow the approach set forth in
the Joint Proposal.53 These September reports will also
incorporate recommendations from the Collaborative as to other
projects or programs affecting RY2 and RY3.

Second, with respect to alternative resilience

strategies, there are three projects for the Collaborative. Con

> Ibid.

>* Joint Proposal 34-37 (electric), 41-44 (gas) and 47-49
(steam) .
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Edison should file an implementation plan within six months of
the issuance of this Order as to these projects.

A. The Joint Proposal anticipates party input into
alternative solutions for network growth in Brownsville,

Brooklyn.54

To the extent possible, according to the Joint
Proposal, Con Edison will attempt to develop non-traditional
programs to meet the Brooklyn network load growth, with
Collaborative input.>

B. Con Edison will convene the Collaborative to
consider elimination of the single customer limitation in the

offset tariff to expand its availability.’®

This project will be
informed by the study underway by NYSERDA, DPS, and the New York
State Division of Homeland Security and Emergency Services of
the feasibility of microgrids for critical infrastructure. A
report on the study is expected in Spring 2014.

C. With respect to time-of-use rates, Con Edison will
propose a time sensitive rate pilot in conjunction with the
Collaborative.”’

Third, as recommended by Con Edison in the Resiliency
Report, the Collaborative should continue the work reflected in

the Joint Proposal on reducing natural gas leaks and therefore

methane emissions, by investigating technologies for quantifying

> The participating parties should be cognizant of the need as

part of the plan to coordinate with National Grid (KEDNY) and
to address gas availability in that area and the potential
need to make gas infrastructure reinforcements.

°> Joint Proposal 38. Although the applicable terms of the Joint

Proposal limit this input to signatory parties, we see no
reason for this limitation and consider this a project open to
all interested parties participating in the Collaborative.

°¢ Joint Proposal 97.

°’ Joint Proposal 74-75.

_70_



CASE 13-E-0030 et al.

emissions and proposing a program to further reduce the backlog
of Type 3 (non-hazardous) leaks.

Fourth, Con Edison will conduct, with the
participation of Collaborative parties, a comprehensive climate
change vulnerability study as outlined in the Resiliency Report.
We expect this process to yield additional data necessary for
Con Edison to continue to assess, and revisit 1f indicated, 1its
use of the FEMA + 3 design standard.

Fifth, Con Edison will continue the development and
expansion of its risk assessment model with the participation of
Collaborative parties, as well as a cost/benefit model as
discussed above, applicable both to utility storm hardening
measures and to alternative resilience approaches.

Finally, we anticipate recommendations or progress
reports on these Collaborative efforts as part of Con Edison’s
September 1, 2014 filing concerning RY2 storm hardening projects
and programs.

This Phase Two of the Collaborative does not appear to
require the continued oversight of an administrative law judge.
Rather, we expect Con Edison and Staff, and we invite other
participants, to manage the process and outcomes, including
exercising their discretion to continue, restructure or
eliminate the Phase One working groups to most effectively and
efficiently realize the scope of Phase Two.

We also observe that the considerations addressed in
the Collaborative are specific to Con Edison, yet they have
important implications for the regulatory regime in New York.
The obligation to address these considerations should be
broadened to include all utilities. The State’s utilities
should familiarize themselves with scientists’ projections for
local climate change impacts on each service territory. These

will differ: other coastal and estuarine utilities also face
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sea level rise and storm surges, while all the State’s utilities
face challenges such as Hurricane Irene and Tropical Storm Lee,
Nor’easters, floods, severe winds, increasing ambient heat, and
extreme heat events. We expect the utilities to consult the
most current data to evaluate the climate impacts anticipated in
their regions over the next years and decades, and to integrate
these considerations into their system planning and construction

forecasts and budgets.

CONCLUSION

The impact of the Joint Proposal on customer bills for
electric, gas and steam customers would be no immediate change
in overall delivery service revenues during the years of the
rate plans with modest increases taking effect at the end of the
rate plans if rates are not otherwise re-set. The revenue
requirement levels proposed will support greater investment by
the Company in reliability, safety, and customer service. The
outcome of the Joint Proposal, taken as a whole, is within the
range of potential litigated results, balances all respective
interests, is consistent with law and policy, and is well-
supported by the record. In sum, we find that the terms of the
Joint Proposal satisfy the Public Service Law requirements of
safe and adequate service at just and reasonable rates. As
discussed above, the Joint Proposal also meets the criteria set
forth in our Settlement Guidelines and will advance the public
interest. We commend the parties’ efforts in negotiating the
terms of this Joint Proposal. Having carefully reviewed the
full record, including the statements in support and opposition
by the active parties, comments by interested organizations and
members of the public; and the recommendations of the judges and
Advisory Staff, we adopt the terms of the Joint Proposal, as

modified herein.
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Implementing Provisions

The Joint Proposal contains numerous provisions
implementing agreements among the parties, which do not require
adoption by the Commission. These provisions, enumerated in the
ordering clauses below, are not disapproved, but their terms are

not adopted as part of this order.

The Commission orders:

1. The terms of the Joint Proposal set forth in
Appendix A, with the exception of the modifications we are
making to Section J, Paragraph 2 (elimination of electric
discount adjustment mechanism) and the implementing provisions
set forth in Section L, Paragraphs 1-6, and 10, are adopted with
the understandings and changes discussed in this order.

2. Consolidated Edison Company of New York, Inc. (Con
Edison) 1is directed to file cancellation supplements, effective
on not less than one day's notice, on or before February 25,
2014, cancelling the tariff amendments and supplements listed in
Appendix B, with the exception of Cancellation Supplement No. 2
to P.S.C. No. 11 - Electricity, which is approved.

3. Con Edison is directed to file amendments to its
electric, gas and steam tariff schedules designed to produce the
revenue requirement set forth in the Joint Proposal in the
manner described in this order and to incorporate any provisions
that were previously approved by the Commission since the tariff
amendments in Appendix B were filed. Con Edison shall serve
copies of its filings upon all parties in these proceedings.

Any comments on the compliance filings must be received within
fifteen days of service of Con Edison's proposed amendments.
The amendments specified in the compliance filings shall not
become effective on a permanent basis until approved by the

Commission.
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4. Con Edison is directed to file such further
electric, gas and steam tariff revisions as are necessary to
effectuate the provisions adopted by this order on not less than
one day's notice to go into effect on a temporary basis on March
1, 2014, subject to refund if any showing is made that the
revised rates are not in compliance with this order.

5. Con Edison is also directed to file such further
tariff changes as are necessary to effectuate the Rate Year Two
and Rate Year Three rates (Rate Year Three applies only to gas
and steam rates) provided for in this order. Such further
tariff changes shall be filed on not less than 30 days’ notice
to be effective on a temporary basis on January 1, 2015 and
January 1, 2016, respectively.

6. The requirement of §66(12) of the Public Service
Law and 16 NYCRR 270.70 that newspaper publication be completed
before the effective dates of the amendments authorized in this
ordering clause are waived with respect to the Rate Year One
tariff revisions, but Con Edison is directed to file with the
Commission, within six weeks of the effective date of those
amendments, proof that notice to the public of the changes
proposed in the amendments and their effective date has been
published once a week for four successive weeks in a newspaper
with circulation in each county containing an area affected by
the amendments. The requirements of Public Service Law
§66(12) (b) are not waived with respect to the Rate Year Two or
Rate Year Three filings or with respect to tariff filings in
compliance with this order made in subsequent years.

7. The Con Edison Resiliency Collaborative should
continue into a Phase Two, with a scope of work and on a
schedule consistent with this order.

8. In June 2014 Con Edison will initiate discussions

with Staff and Collaborative parties concerning storm hardening
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projects for RY2. By September 2, 2014 Con Edison will file a
report on the outcome of these Collaborative discussions and
recommendations as to resilience projects affecting RY2. 1In
addition, the September 2, 2014 report will incorporate
recommendations or progress reports on the comprehensive climate
change vulnerability study, the expansion of the risk assessment
model, and the development of the resiliency cost/benefit model.

9. In June 2015 Con Edison will initiate discussions
with Staff and Collaborative parties concerning storm hardening
projects for RY3. By September 1, 2015 Con Edison will file a
report on the outcome of these Collaborative discussions and
recommendations as to resilience projects affecting RY3.

10. Within six months of the issuance of this order,
following Collaborative discussion, Con Edison will file an
implementation plan with respect to the Brownsville, Brooklyn
network growth solution, the elimination of the offset tariff
single customer limitation, and the time sensitive rate pilot.

11. 1In the event that Con Edison does not file for
new electric rates to take effect on January 1, 2016, Con Edison
shall apply the $30.1 million levelization credit due to
electric ratepayers as of December 31, 2015 to reduce electric
customer bills during the year beginning January 1, 2016.

12. In the event that Con Edison does not file for
new gas rates to take effect on January 1, 2017, Con Edison
shall apply the $32.265 million levelization credit due to gas
ratepayers as of December 31, 2016 to reduce gas customer bills
during the year beginning January 1, 2017.

13. In the event that Con Edison does not file for
new steam rates to take effect on January 1, 2017, Con Edison
shall apply the $17.696 million levelization credit due to steam
ratepayers as of December 31, 2016 to reduce steam customer

bills during the year beginning January 1, 2017.
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14. Con Edison shall seek the assistance of New York
City and Westchester County to run a match to determine how many
Medicaid eligible customers are served by Con Edison that are
not already participants in the electric low-income program.
Within six months of the date of issuance of this order,

Con Edison shall submit a written report to the Commission
providing the match numbers and an analysis of how the electric
low-income program budget could adapt to any anticipated changes
in volume of eligible customers.

15. The Secretary in her sole discretion may extend
the deadlines set forth in this order. Any request for an
extension must be in writing, must include a justification for
the extension, and must be filed at least one day prior to the
affected deadline.

16. Cases 13-M-0376 and 13-M-0440 are closed. Cases
09-E-0428, 13-E-0030, 13-G-0031 and 13-S-0032 are continued.

By the Commission,

Digitally Signed et
New York Public Service Cor

KATHLEEN H. BURGESS
Secretary
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Commissioner Diane X. Burman, concurring:

I concur with this decision as reflected in my
comments made at the public session on February 20, 2014.
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APPENDIX A

INITIAL POSITIONS OF THE PARTIES

Con Edison

For 2014, Con Edison proposed to increase its electric
service rates and charges by approximately $417.6 million, to
increase its gas service rates and charges by approximately
$27.3 million, and to increase its steam service rates and
charges by approximately $7.9 million. These proposed rates
reflected $1 billion of incremental investment for storm
hardening and resiliency for the period 2013 through 2016. Con
Edison described the rate filings as vehicles for the Company to
pursue, without delay, immediate, short-term and long-term
projects that consider and address the impacts of recent severe
weather and more fully integrate climate change into the
Company's long-term plans. Con Edison argued that it is
imperative for the Commission to establish rate plans that
recognize the dynamic environment in which the Company operates
and provide the Company the flexibility necessary to respond to
conditions that were not foreseen or foreseeable at the time
rates or budgets are established.

The Company's rate proposal included a cost of common
equity allowance of 10.10% based on the results of a model not
previously utilized by the Commission, arguing that use of a
more traditional model would result in anomalous results. Con
Edison proposed a 50.06% equity ratio based on the Company’s
actual, stand-alone capital structure, as opposed to the
consolidated capital structure of its parent, Consolidated
Edison, Inc. Con Edison asserted that an unreasonably low cost
of capital would jeopardize the Company's credit ratings and
ultimately redound to the detriment of customers through higher

Company costs to access financial markets. Con Edison
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calculated its total depreciation expense for the rate year at
approximately $860 million (electric), $141 million (gas) and
$80 million (steam). Con Edison urged the Commission to reject
the depreciation proposals advanced by Staff, NYC and UIU,
arguing that they would effectuate dramatic changes in the
Commission’s long-standing approach to depreciation, reduce
depreciation recovery by the Company below industry norms; and
negatively impact on the Company’s cash flow.

Staff

Staff recommended revenue requirement decreases of
$146.359 million, $95.255 million and $10.156 million for Con
Edison’s electric, gas and steam businesses, respectively. The
major causes of the difference between Staff’s proposals and Con
Edison’s were Staff's adjustments to rate of return, operations
and maintenance expenses, and depreciation expense. Staff
recommended that the Commission adopt an overall authorized rate
of return of 6.7%, with a return on equity of 8.7%. With regard
to depreciation expense, the difference between the Company’s
proposed level and Staff’s proposed level was $104.7 million,
$19.7 million and $3.1 million for electric, gas and steam,
respectively. Staff made various recommendations for operations
and maintenance expenses, infrastructure investment, consumer
and other policy matters that, according to Staff, would help to
ensure that Con Edison provides safe and adequate service at
just and reasonable rates during the Rate Year.

Assemblywoman Amy Paulin (Paulin)

Assemblywoman Paulin took the position that the steam
system should continue to pay all of the costs associated with
the Hudson Avenue steam co-generation station, rather than
transferring such costs to the electric system as proposed by
Con Edison in its filing. If the property is actually required

for electric system use, Paulin asserted that it should not be
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transferred at fair market value. 1In light of the continuing
delivery rate increases facing the ratepayers of the electric
system and the bill decrease anticipated for the steam system,
Paulin argued that the steam system should not be subsidized.
Further, the Assemblywoman stated that Con Edison should be
required to exercise sensitivity to the environmental and
aesthetic harm caused by its tree trimming program in
Westchester and should work closely with local municipalities in
adopting procedures that recognize those concerns.

Astoria Generating Company, L.P. (Astoria)

Astoria asked the Commission to reject as unreasonable
the Staff proposal to reduce to two percent the current ten
percent dead band that applies before any charges are assessed
by Con Edison to its power generator interruptible gas
transportation customers for gas imbalances. Further, Astoria
argued that the Commission should reject Con Edison’s proposal
to increase the gas line loss contribution to its electric
generator interruptible gas transportation customers from 0.1%
to 0.5% because there is no evidence in the record to justify
that increase. Finally, Astoria opposed Con Edison’s proposed
Gas Transmission Reinforcement Charge because it is not cost
justified, unfairly discriminates against generators, and is not
just or reasonable.

Center for Climate Change Law at Columbia University (Columbia)

Citing the importance of reliable provision of service
and that climate change will alter the environmental conditions
in which Con Edison’s system will need to operate, Columbia
asked the Commission to require Con Edison to perform a short-
and long-term vulnerability assessment with respect to climate
change, conduct an analysis of alternatives to improve
resiliency, prepare a long-term climate change adaptation plan,

and update that plan on a frequent basis to reflect new
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scientific data and projections. The proposed long-term plan
would extend at least as long as the useful life of
infrastructure currently being installed and would consider not
only the flooding and coastal storm hazards exposed by
Superstorm Sandy but also the climate hazards posed by rising
sea levels, increasing temperatures and more severe heat waves.
Columbia asserted that climate change also stands to alter
energy demand patterns and to increase the benefit of
integrating distributed generation and combined heat and power
systems into Con Edison's system. It argued that a
vulnerability analysis should assist Con Edison in altering its
long-term planning processes to reflect that weather is no
longer a stable constant, one which can be expected to behave
according to historic patterns, but rather is a changing and
variable threat.

City of New York (NYC)

NYC argued that major changes and improvements to Con
Edison’s facilities, practices, and procedures are needed to
ensure system resiliency, but that most or all of the funding
can be derived from greater efficiencies in project design,
development, and construction, provided that Con Edison’s
revenue requirements are set at levels commensurate with the
Company’s projected needs and the Company is given flexibility
to reallocate funds within each business as necessary to allow
important resiliency and reliability projects to be undertaken
and completed. NYC also sought a greater level of commitment
from Con Edison to support NYC's program to eliminate the use of
heavy fuel oil for heating purposes.

NYC urged the Commission to adopt the depreciation
recommendations of Staff and NYC; adopt fair and equitable rate
designs and revenue allocations for all three businesses; reject

unwarranted electric rate increases on NYPA customers; reject
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the Company's proposal to spread the PJIJM-OATT costs to NYPA
customers; adopt a new pricing methodology for non-firm gas
customers; continue the low-income programs at their current
discount levels, while providing for full recovery of all
related administrative costs; reject Staff’s low-income
proposals, which would deny assistance to many needy customers;
approve tariff amendments and other changes to foster and
facilitate the expansion of distributed generation and the use
of electric vehicles; institute a pilot microgrid program in New
York City as soon as practicable; approve Con Edison’s proposal
to transfer the Hudson Avenue steam assets, and its unrecovered
investment, to the electric business; reinstate the Incremental
Method to allocate fuel costs for the East River Repowering
Project ("ERRP") between the electric and steam businesses;
modify the steam S.C. 4 rate to remove inappropriate penalties
it imposes on certain steam customers; and exercise greater
oversight or closer scrutiny of Con Edison’s practices and
costs.

Consumer Power Advocates (CPA)

CPA proposed changes to the revenue decoupling
mechanisms to reduce rate volatility, enhance fairness and
eliminate certain gaming opportunities; opposed the Steam
Weather Normalization Clause as unnecessary; supported
increasing the Business Incentive Rate set-aside for biomedical
research by non-profit institutions to 70 MW; proposed a tariff
amendment to allow the use of back-up systems in direct-metered
residential buildings, including a new buy back rate for that
service; opposed what it terms extreme increases in
interruptible rates proposed by Con Edison, because of the
changed circumstances in boiler fuels markets and recent New
York City fuel use regulations; opposed the elimination of

multi-year contracts for interruptible gas delivery service;
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supported the use of cost-based minimum charge rates only if
cost-based rates are adopted for all commodity use; proposed to
waive the penalty for failure to interrupt gas service in
certain limited circumstances; argued for retaining the overduty
breaker metric in the Reliability Performance Mechanism;
proposed rejection of the $3 million limitation on
reimbursements for reliability solutions, as proposed by Staff;
and proposed a new metric and performance incentive related to
billing errors.

County of Westchester (Westchester)

Westchester opposed a storm hardening surcharge
mechanism and argued that the Hudson Avenue steam assets should
not be transferred to Con Edison's electric department because
that facility has not been used and useful in the provision of
electric service for nearly a decade, and has been carried on
the books of the Steam Department since 2004. Westchester
asserted that Con Edison’s cost of capital analysis results in
an unreasonable, excessive return on its rate base and instead
proposed a return on equity of 8.53% for Con Edison’s electric
operations and 8.39% for its gas operations, or, at most, no
greater than 8.7% on a combined gas and electric basis.

Westchester supported a six-year amortization period
for deferred costs relating to major storm, East River
Repowering Project and Superstorm Sandy restoration expenses,
and a 10-year amortization period for site investigation and
remediation costs. Westchester contended that NYC's proposal to
make five MW available from the business incentive rate program
for small entities affected by Superstorm Sandy should only be
approved if none of Westchester’s current business incentive
rate allocations reflected in Rider J of Con Edison's tariff are
impacted. Westchester also requested that the Commission

recognize that Con Edison's low-income program imposes costs on
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Westchester and its taxpayers for reconciling qualifying
customer lists, and asked that Westchester recover such costs
from the Company. Moreover, Westchester opposed the twice-a-
year reconciliation proposed by UIU, which would double the
costs imposed on Westchester, arguing that the record does not
support a finding that a twice-a-year reconciliation is cost
beneficial.

Environmental Defense Fund (EDF)

EDF argued that Con Edison needs to protect its
electric and gas systems based on sound climate standards, and
that planning for enhanced grid resilience includes preparing
for storm surges, sea level rise, severe storms and extreme
heat. EDF pointed out that global warming may extend periods of
high peak demand and push peaks higher, requiring more equipment
and higher costs to meet capacity and, therefore, that steps
that Con Edison can take to moderate peak demand should be
integral to its resiliency strategy. EDF recommended time-
variant pricing to foster effective system resiliency investment
decisions by both Con Edison and its customers. To build the
knowledge base that is needed for effective deployment of time-
variant rates, EDF asked the Commission to require Con Edison to
undertake in 2014 the time-variant rate pilot projects that it
proposed and that the Commission approved in 2009, or
comparable, better-designed projects. Since methane emissions
are a potent greenhouse gas, EDF argued Con Edison should also
embark in 2014 on a program to catalogue and reduce its natural
gas pipeline methane emissions and test out the most effective
monitoring techniques and strategies to do so. EDF asserted
that these pilot projects, in addition to other climate change
resiliency measures, may require a more robust research and

development budget for 2014 than what Con Edison is proposing.
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Natural Resources Defense Council (NRDC)

To minimize adverse impacts to the electrical grid and
customer infrastructure costs, NRDC recommended the off-peak
period on the proposed SC-1 Voluntary Time-of-Use (VTOU) rate be
extended to accommodate lower powered, low-cost charging
equipment. The proposed SC-1 VTOU rate would be designed to
provide sufficient and certain savings for the typical plug-in
electric vehicle driver relative to the standard rate to
overcome behavioral obstacles to adoption. NRDC also proposed
that Con Edison expand its sub-metering pilot to explore other
low-cost dedicated metering solutions to facilitate the adoption
of VTOU rates. NRDC argued that Con Edison should pursue a
comprehensive program to identify plug-in electric vehicle
customers in a manner that protects customer privacy to
facilitate strategic service planning and to effectively target
them with information regarding time-of-use rates and other
programs that could reduce both customer and system costs
associated with electric vehicle charging.

New York Energy Consumers Council, Inc. (NYECC)

NYECC opposed the proposed rate increases. It
criticized Con Edison’s proposal for a steam weather
normalization clause, arguing it is not needed for Jjust and
reasonable rates and may introduce potentially unacceptable
volatility into steam rates. NYECC asserted that the Company’s
evidence 1is insufficient to support recovery of management
variable pay from ratepayers, either as an incentive or as part
of overall management compensation relative to similarly
situated companies. NYECC took the position that the Company’s
proposals to allow the currently effective capital spending
target mechanism to expire without replacement, to change to
deferral accounting or reconciliation mechanisms for "new

approaches" to storm preparedness, to recover the PJM OATT
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through an adjustment mechanism, and for a storm hardening
surcharge mechanism, should be denied. Likewise, NYECC opposed
the Company’s proposed changes to interruptible services,
including the elimination of multi-year terms of service, the
setting of a Rate 2 delivery rate at 11.5 cents per therm, and
the proposed percentage differentials between interruptible
delivery rates and firm rates as a threat to system reliability
and as unjust and unreasonable. NYECC also objected to Con
Edison’s request to be relieved of its performance mechanism
obligation as to the annual replacement of 60 breakers.

NYECC applauded Con Edison's efforts to provide
aggregate consumption data to building owners in response to
NYC's Greener Greater Buildings legislation, but argued that
improvements are necessary. Specifically, NYECC asked Con
Edison to report data by building block and lot number, to
extend the data acquisition process starting January 1 instead
of February 15, to simplify protocols for data service payment,
to keep customers advised throughout the process, to allow
requests for data for multiple customers within a single
transaction, to permit customers to request data all year long
for energy efficiency monitoring, to allow multiple logins for a
single account, to automatically update a new account under an
existing login when change is due to reading efficiency, and to
use the on-line platform to communicate with the customer.

New York Power Authority (NYPA)

NYPA opposed Con Edison's proposal to give NYPA a
higher revenue allocation as a result of the revenue deficiency
arising from the Company’s 2010 Embedded Cost of Service
("ECOS") Study for its electric system. NYPA protested the
perceived "deficiency" because, NYPA asserted, the Company uses
stale data in its ECOS Study against the explicit directives of

the Commission and applies an unreasonably restrictive 10%
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tolerance band around the system average rate of return,
inconsistent with Commission precedent. NYPA recommended the
use of a wider 20% tolerance band which would reduce the NYPA
deficiency to zero. Alternatively, NYPA requested the
application of a mitigation factor comparable to others used by
the Commission in recent cases. NYPA advocated a mitigation
factor of 1.25 times the system average increase instead of the
Company proposal to apply mitigation factors to classes whose
rate increases exceed 2.5 times the system average increase.
NYPA supported Con Edison’s proposal to not allocate the costs
of the PJM OATT to NYPA customers, arguing that it would be
inequitable and contrary to cost causation principles to
allocate such costs to NYPA. NYPA opposed Con Edison’s proposal
to include Recharge New York delivery revenues in its revenue
decoupling mechanism.

New York State Office of the Attorney General (AG)

While the AG supported hardening the system and
improving system resiliency, it argued that prudent, cost-
effective hardening must be done in a manner which takes into
account the best available information on flooding and other
weather-related risks to Con Edison’s system, including the
impact of rising sea levels and increased temperatures
associated with climate change. The AG urged that projects
should be selected based upon an assessment of the Company’s
climate-related risks, identification of potential risk
mitigation or adaptation options, and an evaluation of each
option’s relative cost and benefit to the public and ratepayers.
The AG supported the use of the agreed upon 2014 design standard
pending further recommendations from the Collaborative, but
stated that Con Edison should begin the necessary comprehensive
analyses of its system vulnerabilities and risk management

options, even as it begins work on 2014 work projects. The AG
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urged the Commission to support the Collaborative and its
continued work beyond this rate case. The AG also asked that
the Company’s performance of the leaking and leak-prone gas main
replacement and oil-to-gas conversion programs be strengthened
based on their potential impact on climate-changing greenhouse
gas emissions and New York City air quality.

Pace Energy and Climate Center (Pace)

Pace described these cases as a new opportunity to
help Con Edison build a system for the 21st century rather than
rebuild the system of the past. Asserting that current
distributed generation (DG) policies and rates do not fully
recognize the societal benefits associated with strategically
sited DG, including enhanced resiliency, emissions reductions,
ancillary services, economic development, energy security,
energy reliability, system diversity, and deferred transmission
and distribution costs, Pace argued that the Commission should
eliminate any disincentives and barriers, and also look for ways
to credit DG for the substantial benefits it brings the system
and customers served by the system. Pace urged the Commission
to create policies and rate structures that will allow for rapid
expansion of solar photovoltaic systems within the Con Edison
territory, to authorize and direct Con Edison to capture the
benefits of demand-side management available through properly
designed time-of-use rates and intelligent energy management
systems, and to support expanded smart grid pilots by the
Company.

Public Utility Law Project (PULP)

PULP argued for reform of Con Edison low-income rates
and programs, pointing out that Con Edison has low-income
programs that provide a fixed amount of bill reductions to all
participants, but these programs are designed by starting with

an arbitrary budget which limits how many customers can be
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helped and to what extent. Instead PULP advocated for a low-
income rate, a rate that is available to all who qualify
financially, and a rate that is designed to reduce hardship and
ideally make essential gas and electricity affordable to all New
Yorkers. PULP also argued that Con Edison must revisit its
credit and collection policies; that the revenue decoupling
mechanism should be realigned to discourage the interruption of
service, speed restoration of service, and foster the safe
provision of continuous service; that attention must be given to
low-income efficiency; and that UIU's proposal to increase the
electric low-income discount to $10.50 per month in the event of
a decrease in overall revenue requirements resulting from this
case be adopted. For the gas low-income program, PULP asserted
that receipt of Medicaid should continue as an income-based
eligibility measure. PULP also supported the continuation of
rate reductions for cooking-only gas customers.

In addition, PULP proposed that Con Edison should fund
the service the City and County agencies provide to it for
matching customers and those participating in income-limited
programs as part of its allowable operating costs. PULP also
proposed that participation lists should be matched twice a year
to ensure that more eligible customers are enrolled in the low-
income program who might otherwise be missed. PULP endorsed
providing low-income and other residential consumers with
transparent and complete information they need to evaluate the
offerings of ESCOs and the potential impacts of individual
metering in multi-family buildings. Finally, PULP fully
supported Con Edison’s approach to advanced metering
infrastructure investments.

Retail Energy Supply Association (RESA)

If a web-based historical price calculator, showing

ESCO customers what they paid and what they would have paid as
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Con Edison's full-service customers, were properly developed by
Con Edison, RESA argued it would support Commission approval of
its use; however, RESA opposed an on-bill pricing calculator.
RESA urged the Commission to maintain the PowerMove program; to
modify the time-differentiated ESCO settlement data reported to
the NYISO; and to direct Con Edison to develop a mechanism that
allows ESCOs participating in the Company's Consolidated Utility
Billing System to bill all customers on a level playing field
with the Company. RESA further argued that Con Edison is
adequately compensated for all costs allocated directly to
ESCOs, and that a pricing guarantee for the plug-in electric
vehicle service under the voluntary time-of-use rate does not
appear to be reasonable.

United States General Services Administration (GSA)

GSA supported bringing rates closer to cost of service
for all classes by eliminating revenue deficiencies at a plus-
or-minus (+/-) 10% tolerance band. GSA urged the Commission to
adopt either Con Edison’s or the Staff’s revenue allocation and
to reject the cost-of-service adjustments and the 20% tolerance
band proposed by NYPA and NYC.

Utility Intervention Unit, Division of

Consumer Protection, Department of State (UIU)

UIU asserted that the revenue decoupling mechanisms of
Con Edison provide no economic incentive to the Company to
restore service as quickly as possible and recommended
modifications to resolve that failure; questioned whether Con
Edison knows i1f its use of contractor labor is cost effective
and recommended that the Company perform and submit cost benefit
analyses for both routine and non-routine work and projects; and
objected to the Company’s proposal to shift cost responsibility
for the $46 million variable pay component of management

compensation from shareholders to ratepayers. UIU objected to
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spending any more money trying to revamp the Customer Service
System and, instead, urged the development of a comprehensive
plan to resolve this issue.

UIU argued that the Company’s proposed depreciation
rates are excessive and asserted that Con Edison’s cost of
capital is overstated. UIU proposed an overall rate of return
of 6.359%, which is based upon a capital structure with a 48%
common equity and reflects a return on equity of 7.87%. UIU
urged the need to subject proposed storm hardening and
resilience capital projects to cost benefit studies and risk
analyses and opposed the Company’s request for implementation of
a surcharge mechanism to recover the costs of storm hardening
projects. UIU proposed an alternative to the Company’s cost of
service and rate design analyses for both electric and gas and
suggested modifications to the Company’s voluntary time-of-use
rate proposal. It also proposed that customers who pay their
bills on-line receive a 50-cent credit per bill and recommended
adjustments to the Call Answer Rate and Commission Complaint
Rate components of Con Edison’s Customer Service Performance
Mechanism. UIU urged the Commission to direct Con Edison to
conduct a thorough study of its Automated Meter Reading system.

UIU recommended maintenance of Medicaid as a
Qualifying Program for the gas program and adding it to the
electric program; provision of a one-time waiver of the
reconnection fee during the next rate plan; and use of ratepayer
funding to pay for the required opt out letters following semi-
annual records matching. UIU explained the value of an on-line
historical bill calculator and on-bill comparison data for
customers who purchase commodity from energy service companies
and proposed that the Company’s outreach and education efforts
include development and promotion of the comparison data tools,

the voluntary time-of-use rate and alternative payment options.

_14_

A



CASE 13-E-0030 et al. APPENDIX

Utility Workers Union of America, AFL-CIO, Local 1-2 (UWUA)

UWUA did not oppose rate relief for Con Edison, but
proposed that any relief be conditioned to ensure that the
Company 1s staffed with a sufficient number of qualified and
experienced in-house employees to meet its statutory obligations
to customers. UWUA argued that the Company currently lacks a
sufficient full-time employee staff to meet its day-to-day
obligations or to adequately address emergency situations. UWUA
pointed out the downsides associated with the expanded use of
contract labor, including a loss of the institutional knowledge;
less stringent safety standards and training requirements; and
the lack of analyses regarding where and when contractors can be
used safely or effectively. UWUA noted that this proceeding has
focused on the need for the Company to prepare for the
likelihood of more frequent severe weather, heightening the
importance of ensuring adequate staffing both to maintain the
system in top condition before a storm hits and to expedite the
inevitable restoration activities thereafter.

Empire State Development (ESD)

ESD urged the Commission to support economic
development and job creation in the State through provision of
cost effective electric, gas and steam services for commercial
and industrial customers in the Con Edison service territory.
ESD supported exploration of multi-year rate plan options in
these proceedings as a means of reducing regulatory expenses and
providing businesses with greater investment certainty.

Further, ESD supported efforts to implement storm hardening
improvements for Con Edison's system to help reduce the impacts
of interruptions on customers.

ESD argued for the extension of the deadline for
accepting applications under the Business Incentive Rate program

and opposed Con Edison's proposal to extend the revenue
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decoupling mechanism to customers billed under the Company's
Recharge New York and Excelsior Jobs Program tariffs. ESD
supported extension of the existing Gas Manufacturing Incentive
Rate (MIR) program through an end date of December 31, 2015 and
argued that the MIR program should be coordinated with any
Commission directives issued in the Commission proceeding to
examine policies regarding the expansion of natural gas service
in Case 12-G-0297. ESD called for improvement of steam service
operations through the expansion of Con Edison's research and

development initiatives.
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SUBRJECT: Filing by CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.
Amendments to Schedule P.S.C. No. 10 - Electricity

Original Leaves Nos. 389.1, 452.1, 453.1

First Revised Leaves Nos. 3, 17, 40, 62, 85, 88, 89,
%0, 91, 119, 121, 122, 126, 147, 152, 154, 167, 168,
171, 183, 184, 204, 207, 208, 241, 242, 243, 329,
330, 334, 338, 343, 344, 345, 350, 352, 353, 354,
459.4

Second Revised Leaves Nos. 164, 239, 240, 328, 336,
363, 390, 391, 395, 443, 459.3 462, 466, 467, 471,
472, 474, 476, 500

Third Revised Leaves Nos. 95, 181, 192, 349, 359,
388, 389, 397, 398, 406, 408, 409, 410, 416, 432,
435, 437, 438, 439, 445, 449, 451, 452, 453, 450,
458, 459, 463, 479, 480, 483, 485, 486, 487, 488,
495, 496, 503

Fourth Revised Leaves Nos. 501, 502

Sixth Revised Leaf No. 446

Seventh Revised Leaf No. 351

Suspension Supplement Nos. 10, 12, 13, 14

Amendments to Schedule P.S.C. No. 11 - Electricity
Cancellation Supplement No. 2

Suspension Supplement Nos. 3, 4, 5, 6

Amendments to Schedule P.S.C. No. 12 - Electricity

First Revised Leaves Nos. 15, 1o, 17.2

Third Revised Leaves Nos. 4, 5, o6, 7, 8, 9, 10
Fourth Revised Leaf No. 22

Fifth Revised Leaf No. 14

Suspension Supplement Nos. 7, 8, 9, 10
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Amendments to Schedule P.S.C. No. 9 - Gas

First Revised Leaves Nos. 30, 50, 148, 149, 232,
277.3, 353

Second Revised Leaves Nos. 31, 154.10, 154.19,
181.1, 334

Third Revised Leaves Nos. 43, 154.1, 181.2, 233,
242, 252, 276, 314, 329, 330

Fourth Revised Leaves Nos. 76.1, 117, 129, 157.1,
173, 241, 277

Fifth Revised Leaves Nos. 154.17, 175, 331, 382
Sixth Revised Leaves Nos. 128, 154.27, 178.1
Seventh Revised Leaf No. 300.3

Eighth Revised Leaves Nos. 179, 275

Ninth Revised Leaves Nos. 166.2, 274

Tenth Revised Leaves Nos. 154.6, 154.8, 154.25,
154.26, 180, 234, 303.1, 390

Eleventh Revised Leaves Nos. 159, 243

Twelfth Revised Leaves Nos. 166, 178, 181, 332
Thirteenth Revised Leaves Nos. 154.9, 154.18,
154.24, 272

Fourteenth Revised Leaf No. 182

Fifteenth Revised Leaf No. 152

Sixteenth Revised Leaves Nos. 230, 270, 271
Seventeenth Revised Leaves Nos. 183.1, 269
Eighteenth Revised Leaf No. 349

Nineteenth Revised Leaves Nos. 228, 231, 240

Suspension Supplement Nos. 46, 48, 54, 55

Amendments to Schedule P.S.C. No. 4 - Steam

Original Leaves Nos. 24.1, 42.1, 42.2, 43.1

First Revised Leaves Nos. 3, 20, 24, 35, 40, 41, 55,
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STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

Proceeding on Motion of the Commission as to the Rates,
Charges, Rules and Regulations of Consolidated Edison Company
of New York, Inc. for Electric Service.

Proceeding on Motion of the Commission as to the Rates,
Charges, Rules and Regulations of Consolidated Edison Company
of New York, Inc. for Gas Service.
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Charges, Rules and Regulations of Consolidated Edison Company
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Petition of Consolidated Edison Company of New York, Inc. for
Approval of Accounting Treatment of the Proceeds of the
Proposed Sale of Property.

Proceeding on Motion of the Commission as to the Rates,

Changes, Rules and Regulations of Consolidated Edison Company
of New York, Inc. for Electric Service.

JOINT PROPOSAL

THIS JOINT PROPOSAL (“Proposal™) is made as of the 31st day of December

2013, by and among Consolidated Edison Company of New York, Inc. (“Con Edison” or

the “Company”), New York State Department of Public Service Staff (“Staff””), New

York Power Authority (“NYPA”), the City of New York (the “City” or “NYC”), the

Utility Intervention Unit, Division of Consumer Protection, New York State Department

of State (“UIU”), Consumer Power Advocates (“CPA”), New York Energy Consumers

Council, Inc. (“NYECC”), Astoria Generating Company, L.P. (“AGC”), the Pace Energy

and Climate Center (“Pace”), the Columbia Center for Climate Change Law (“CCCL”),



the Environmental Defense Fund (“EDF”), NRG Energy (“NRG”), and other parties
whose signature pages are or will be attached to this Proposal (collectively referred to

herein as the “Signatory Parties™).

Procedural Setting

Con Edison is currently operating under an electric rate order that established
electric rates effective April 1, 2010," and under a gas and steam rate order that
established gas and steam rates effective October 1, 2010. The 2010 Electric Rate Order
established rates for the three years ended March 31, 2013 and the 2010 Gas and Steam
Rate Order established rates for the three years ended September 30, 2013.

On January 25, 2013, Con Edison filed new tariff leaves and supporting testimony
for new rates and charges for electric, gas and steam service effective on January 1, 2014
for the twelve-month period ending December 31, 2014. In that filing, the Company also
included financial information for the two succeeding twelve-month periods in order to
facilitate development of multi-year rate plans through settlement discussions in the event
parties elected to do so.

Two administrative law judges were appointed to preside over the rate
proceedings. Parties engaged in discovery, with the Company responding to over 2,600

formal discovery requests on the filings. A procedural conference was held in New York

! Case 09-E-0428, Consolidated Edison Company of New York, Inc. — Electric Rates, Order Establishing
Three-Year Electric Rate Plan (issued March 26, 2010) (“2010 Electric Rate Order™).

2 Cases 09-S-0794 & 09-G-0795, Consolidated Edison Company of New York, Inc. — Steam and Gas
Rates, Order Establishing Three-Year Steam and Gas Rate Plans and Determining East River Repowering
Project Cost Allocation Methodology (issued September 22, 2010) (“2010 Gas & Steam Rate Order” or
#2010 Steam Rate Order” or “2010 Gas Rate Order” as applicable in context).




City on March 11, 2013. The procedural conference was immediately followed by a
technical presentation by the Company on various aspects of the filing.

On March 22, 2013, a Ruling on Schedule was issued, providing dates for certain
activities in this case, including the preliminary update, parties’ testimony, rebuttal
testimony and scheduling evidentiary hearings on the filings for July 22, 2013.

On March 25, 2013, the Company provided the parties with preliminary revenue
requirement updates. On March 29, 2013, the Company provided supplemental
testimony addressing the New York State Public Service Commission’s (“Commission”)
February 14, 2013 Order regarding the PJIM Open Access Transmission tariff.

On May 31, 2013, seventeen (17) parties filed testimony in response to the
Company’s filings. On June 21, 2013, the Company filed update and rebuttal testimony,
including the presentation of the Company’s formal revenue requirement update. Nine
parties also filed rebuttal testimony on June 21, 2013.

By notice dated May 31, 2013, Con Edison notified all parties of the
commencement of settlement negotiations on June 10, 2013.% Settlement negotiations
began on June 10, 2013 and continued on June 17, June 19, June 27, and July 1, 2013.

On July 3, 2013, the parties agreed to cease discussing a potential settlement in
order to prepare for hearings, which commenced on July 22, 2013. Hearings were held
for ten consecutive days, ending on August 2, 2013. In total, 52 witnesses testified,
comprising 2,420 pages of on-the-record testimony as well as over 10,000 pages of pre-
filed testimony and 998 exhibits. Parties submitted initial briefs on August 30, 2013 and

reply briefs on September 21, 2013.

® This notice was filed with the Secretary to the Commission (“Secretary”).



Settlement discussions resumed on October 9, 2013. On October 18, 2013, the
Chief Administrative Law Judge assigned Administrative Law Judge Kimberly A.
Harriman to act as a settlement judge for these proceedings.” The settlement judge
participated in the parties’ negotiating sessions. All negotiations were held either in
person or via teleconference. Sessions were held on October 28, October 30-31,
November 4-8, November 12-14, November 18, November 22, November 25-26, and
December 3-6, 2013. All settlement negotiations were subject to the Commission’s
Settlement Rules, 16 NYCRR § 3.9, and appropriate notices for negotiating sessions were
provided.

The parties’ negotiations have been successful and have resulted in this Proposal,
which is presented to the Commission for its consideration.
Overall Framework

The Signatory Parties have developed a comprehensive set of terms and
conditions for a two-year rate plan for Con Edison’s electric service as well as three-year
rate plans for Con Edison's gas and steam services. These terms and conditions are set
forth below and in the attached Appendices. Specifically, this Proposal addresses the
following topics:

A Term

B. Rates and Revenue Levels

* By letter dated October 22, 2013, the Company agreed to a one-month extension of the statutory
suspension period in all three proceedings subject to a “make-whole” provision that would keep the
Company and its customers in the same position they would have been absent the extension. On November
19, 2013, the Company subsequently agreed to a second such extension through February 28, 2014. The
second extension raised procedural issues under the Commission’s policies and regulations related to
subsequent rate filings by the Company absent multi-year rate plans in these proceedings. Accordingly, the
second extension was conditioned upon the Commission’s waiver of the limitations regarding selection of
the historical test period in its Statement of Policy on Test Periods in Major Rate Proceedings and its
granting a "make-whole" provision for the subsequent rate filings.



C. Computation and Disposition of Earnings

D. Capital Expenditures

E. Reconciliations

F. Additional Rate Provisions

G. Revenue Allocation/Rate Design
H. Performance Metrics

I Customer Service/Retail Access

J. Electric and Gas Low Income Program

K. Studies and Reports

L. Miscellaneous Provisions
A.  Term

The Signatory Parties recommend that the Commission adopt a two-year electric
rate plan for Con Edison as set forth herein, effective as of January 1, 2014 and
continuing through December 31, 2015 (“Electric Rate Plan”). The Signatory Parties
also recommend that the Commission adopt three-year gas and steam rate plans for Con
Edison as set forth herein, effective as of January 1, 2014 and continuing through
December 31, 2016 (“Gas Rate Plan” and “Steam Rate Plan”). (Collectively, all three
plans will be referred to as “Rate Plans”).

In order to effectuate the changes in rates being effective as of a date earlier than
the issuance of the Commission’s order in these proceedings, the Company will recover
or refund any revenue undercollections or overcollections, respectively, resulting from
the extended suspension period. The Company will calculate any revenue adjustments as

the difference between (i) sales revenues Con Edison would have billed at new rates



during the extension of the suspension period and (ii) revenues for the same level of sales
at current rates. The revenue adjustments will include all applicable surcharges, and will
be subject to reconciliation in accordance with all applicable adjustment mechanisms
(including revenue decoupling mechanisms, where applicable). In addition, the
amortization of net deferrals reflected in the Commission’s order will commence
effective with the month of January 2014, on an earnings neutral basis. The financial
true-up targets established in the Commission order in these proceedings will be applied
to the extension of the suspension period.

For the purposes of this Proposal, Rate Year means the 12-month period starting
January 1 and ending December 31; Rate Year 1 (“RY1”) means the 12-month period
starting January 1, 2014 and ending December 31, 2014; Rate Year 2 (“RY2”) means the
12-month period starting January 1, 2015 and ending December 31, 2015; and Rate Year
3 (“RY3”) means the 12-month period starting January 1, 2016 and ending December 31,
2016.

B. Rates and Revenue L evels

1. Electric

This Proposal recommends changes to the Company’s electric delivery service
rates and charges, including the fixed component of the Monthly Adjustment Clause
(“MAC”), designed to produce a $76.192 million reduction in revenues on an annual
basis starting in RY1 and a $123.968 million increase in revenues on an annual basis
starting in RY2.

The Signatory Parties propose that these two base rate changes be implemented
on a levelized basis to provide rate stability over the term of the Electric Rate Plan. The

annual levelized revenue changes associated with T&D delivery revenue, the retained



generation component of the MAC and purchased power working capital would be zero
in each of RY1 and RY2.> Revenue changes by service class are shown in Appendix 20.

The Company will defer the amounts of the annual revenue requirement changes
each Rate Year as shown in Appendix 1, page 7 of 7. PSC Account 456-Other Electric
Revenues will be debited/credited with the offset recorded in PSC Account 256 —
Regulatory Liabilities. Interest on the outstanding balance will accrue at the Other
Customer Provided Capital Rate. The estimated amount to be deferred for the benefit of
customers at December 31, 2015 is approximately $30.1 million.

Since the annual levelized rate changes would result in lower base rates at the end
of the two-year term of the Electric Rate Plan than they would otherwise be under a non-
levelized approach, $47.776 million of the levelized change in RY2 will be effectuated in
RY2 via class-specific temporary credits. Such credits would only be effective for the
duration of RY2. The credits, which will be shown on statements filed separately from
the Company’s rate schedules, will be credited in the same manner as if they were
credited in non-competitive delivery base rates. Therefore, RY2 delivery rates will be set
to reflect revenues that are $47.776 million greater than the RY2 revenue level. During
RY2, the $47.776 million will be offset by the temporary credits. At the end of RY2, the
temporary credits will expire and the delivery rates will remain in effect.

The Company will continue to recover on an annual basis $248.8 million through
the Rate Adjustment Clause (“RAC”) pending a Commission determination in Case 09-

M-0114.

® The levelized rate changes are inclusive of interest on the deferred rate decrease calculated at the 2014
Other Customer-Provided Capital Rate of 3.0 percent. The Company will calculate the change in interest
for any change in the Other Customer-Provided Capital Rate in 2015, and defer the difference for surcharge
or credit to customers, as applicable.



The major components of the electric revenue requirements underlying this
Proposal are set forth in Appendix 1. These revenue requirements are net of the
amortizations of various customer credits and debits on the Company’s books of account
that have previously been deferred by the Company. The list of deferred customer credits
and debits to be applied during the Electric Rate Plan is attached as Appendix 4.

a. Monthly Supply Charge and Monthly Adjustment Clause

The Company will continue to recover all prudently-incurred supply and supply-
related costs, including, but not limited to, power purchase costs and the embedded costs
of retained generation through the Market Supply Charge (“MSC”)/MAC mechanism.®

b. RDM

The Revenue Decoupling Mechanism (“RDM”) prescribed by the Commission in
Cases 07-E-0523, 08-E-0539 and 09-E-0428, subject to the modifications described in
this paragraph and paragraph G.1.j., will remain in effect unless and until changed by
Commission Order, except for restating RDM targets for the Rate Year commencing
January 1, 2016 to reflect the expiration of the temporary credits discussed in paragraph
B.1 above, if the Company does not file for new base delivery rates to be effective within
fifteen (15) days after the expiration of RY2. These restated RDM targets will remain in
effect until the next time base delivery rates are changed (i.e., continuation of the RDM
mechanism unless and until changed by the Commission is premised upon the RDM

targets being reset each time base delivery rates are changed).

® For costs, charges, and credits covered by the language of the MSC/MAC adjustment mechanisms, the
Company will continue to recover such costs and charges, and provide such credits, as incurred, by
reflecting these charges, costs and/or credits in monthly statements filed pursuant to these adjustment
mechanisms.



Consistent with the RDM mechanism in effect: (i) any interim charges/credits
associated with the RDM reconciliations of actual versus targeted revenues for periods
commencing on and after January 1, 2014 will become effective on the first day of the
month in which they become effective, and (ii) any RDM deferrals will accrue interest as
specified in section F.2 below. The costs of the Low Income Program will be reconciled
through the RDM as discussed in Section J.

The currently-effective RDM is modified commencing with the effective date of
the Electric Rate Plan as follows: (1) revenues associated with reactive power demand
charges will be included in the RDM calculations; (2) for purposes of RDM
reconciliations, Service Classification (“SC”) 2 and SC6 will be combined as one class;
and (3) for purposes of RDM reconciliations, SC5 and SC9 will be combined as one
class.

During the course of this Rate Plan, the Company through a tariff filing, or any
party by petition to the Commission, may propose an adjustment to the currently-
effective RDM targets if the Company or such party, as applicable, believes that
circumstances are resulting in anomalous results unduly impacting certain customers.
Any proposed changes to RDM targets are to be revenue neutral to the Company.

C. Spent Nuclear Fuel Litigation Costs

In order to resolve issues in these proceedings regarding the Company’s proposal
to recover approximately $10.2 million of outside legal fees related to a suit brought
against the United States Department of Energy (“DOE”) respecting the DOE’s
obligation to dispose of spent nuclear fuel at the Indian Point nuclear generating station,
the electric revenue requirements for RY1 and RY2 reflect recovery of fifty (50) percent

of that amount (i.e., $5.1 million) over three years.



The Signatory Parties recommend that the Commission authorize the Company to
record on its books of account at the time of the Commission’s adoption of this Proposal,
a regulatory asset in the amount of $5.1 million, and to commence amortization of those
deferred balances over three (3) years effective as of January 1, 2014.

d. Sale of John Street Property

In order to resolve issues in these proceedings regarding the sale of a

Company property on John Street in Brooklyn, NY, including the amount of the gain
realized by the Company upon the sale of that property’ to be credited to customers, the
electric revenue requirements reflect a credit to customers of $1.645 million in each of
RY1 and RY2 representing the amortization, over three years, of $4.935 million.

The accounting treatment for the sale of the property is set forth in Appendix 12.
The Signatory Parties recommend that the Commission approve such accounting and
deem the resolution of this matter in this Proposal to resolve all matters pertaining to
Case 13-M-0040.2

e. PJM OATT Charges

In 2008, Con Edison contracted with PJM Interconnection L.L.C. (“PJM”) for a
1000 MW firm transmission service pursuant to PJIM’s Open Access Transmission Tariff
(“OATT™), which service commenced on May 1, 2012. In June 2012, the Company
commenced recovery of these PIM OATT charges through the MAC. On July 9, 2012,
the Company made a filing with the Commission explaining the basis for the Company's

recovery of the PIM OATT charges through the MAC. On February 14, 2013, the

" The sale was consummated on August 19, 2013.

& Petition of Consolidated Edison Company of New York, Inc. for the Approval of Accounting Treatment of
the Proceeds of the Proposed Sale of Property.
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Commission issued an Order Denying Petition for Recovery of Charges in Case 09-E-
0428 ("PJM OATT Order") and noted that the Commission expected the Company to
demonstrate its prudence in contracting for this PJIM OATT service and the appropriate
recovery mechanism for these charges in this electric rate proceeding. On March 18,
2013, the Company filed a petition for rehearing of the PJIM OATT Order ("PJM OATT
Rehearing Petition").

Pursuant to the PJIM OATT Order, the Company submitted testimony in these
proceedings demonstrating the prudence of contracting for the PJIM OATT service and
proposing a recovery mechanism for these charges.

The Signatory Parties agree that the Company demonstrated prudence in
contracting for the PJIM OATT service; recommend full recovery of all PIM OATT
charges for this service incurred for the period commencing January 1, 2014; recommend
partial recovery of PIM OATT charges incurred for the period prior to January 1, 2014;
and support the allocation of these charges as set forth below as a reasonable resolution
of the issues related to the allocation of PJIM OATT charges among Con Edison
customers and NYPA, as more fully set forth below.’

For the period commencing January 1, 2014 and unless and until changed by the
Commission, the Company will recover all PIM OATT rates and charges associated with
the 1000 MW firm transmission service. The allocation of the monthly PJIM OATT rates
and charges between Con Edison customers (recoverable through the MAC) and NYPA
(recovered through a separate surcharge for the PIM OATT costs), shall be based on the

percentage allocation of T&D revenues included in the revenue allocation for each Rate

° For rate design purposes, the Company refers to NYPA separately from other Con Edison customers and
customer classes. However, it should be understood that NYPA is a customer of Con Edison.
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Year, as shown in Appendix 20. Should the allocation to NYPA exceed $4.6 million in
any Rate Year, any excess in that year will instead be collected from Con Edison
customers through the MAC.

For the period commencing May 1, 2012 and ending December 31, 2013, the
Signatory Parties recommend resolving the issues raised in the PJIM OATT Rehearing
Petition as follows:

1. The Company will recover over the 10-month period March 2014 through
December 2014, PJIM OATT charges incurred by the Company during the
period April 1, 2013 through December 31, 2013, net of the amount of
PSEG wheeling charges recovered by the Company in base delivery rates
during this same nine-month period. At the time of this Proposal, the
amount is estimated to be $20 million. The actual amount will be
available during 2014.

2. These PJIM OATT charges will be allocated between Con Edison
customers and NYPA based on the percentage allocation of transmission
and distribution delivery revenues reflected in electric base rates in effect
during the same period. See Appendix 20.

3. The amounts allocable to Con Edison customers will be recovered through
the MAC and the amounts allocable to NYPA will be recovered through a
separate surcharge.

4. The Company will forgo recovery of PIM OATT charges incurred during
the period May 2012 through March 2013.

5. Upon Commission adoption of this Joint Proposal, the PJM OATT
Rehearing Petition shall be deemed withdrawn.

Accordingly, the Signatory Parties recommend that the Commission authorize the
Company to record on its books of account at the time the Commission adopts this
Proposal, a regulatory asset for the charges described above, and to commence
amortization of the deferred balance over the ten-month period described above. The
Company will amend its tariffs to expressly provide for the recovery of PIM OATT

charges through the MAC and through a separate NYPA surcharge.
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f. Other Charges

The Signatory Parties agree that whenever the Company is or will be subject to
governmental or regional transmission organization (“RTQ”) transmission and/or
generation-related charges, costs or credits (e.g., FERC, NY1SO, PIM, EPA™) not
already listed in or otherwise covered by the then-effective MAC/MSC tariff language,
the Company may make a tariff filing with the Commission providing for recovery of
such charges/costs, or application of these credits, through the MAC/MSC mechanism
and/or comparable adjustment mechanism. The proposed tariff amendment may include
charges/costs/credits applicable to the period prior to the effective date of the tariff
amendment.

2. Gas

This Proposal recommends changes to the Company’s retail gas sales and gas
transportation service rates and charges, designed to produce a $54.602 million reduction
in revenues on an annual basis starting in RY1, a $38.620 million increase in revenues on
an annual basis starting in RY2, and an additional $56.838 million increase in revenues
on an annual basis starting in RY3."

The Signatory Parties propose that these three base rate changes be implemented
on a levelized basis to provide rate stability over the term of the Gas Rate Plan. The
annual levelized revenue changes would be zero in each of RY1, RY2 and RY3.*

Changes in revenues by service class are shown in Appendix 21.

19 Environmental Protection Agency (“EPA”).

1 Unless specifically stated otherwise in this Proposal, the terms “customers” and “base rate” with respect
to gas apply to the Company’s firm gas customers, excluding interruptible gas customers, CNG, bypass and
power generation customers served under SC 9 and off-peak firm customers.

12 The levelized rate changes are inclusive of interest on the deferred rate decrease calculated at the 2014
Other Customer-Provided Capital Rate of 3.0 percent. The Company will calculate the change in interest
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The Company will defer the amounts of the annual revenue requirement changes
each Rate Year, as shown in Appendix 2, page 10 of 10. PSC Account 495 — Other Gas
Revenues will be debited/credited with the offset recorded in PSC Account 254 —
Regulatory Liabilities. Interest on the outstanding balance will accrue at the Other
Customer-Provided Capital Rate. The estimated amount to be deferred for the benefit of
customers at December 31, 2016 is approximately $32.265 million.

Since the annual levelized rate changes would result in lower base rates at the end
of the three-year term of the Gas Rate Plan than they would otherwise be under a non-
levelized approach, $40.856 million of the levelized change in RY3 will be effectuated in
RY 3 via class-specific temporary credits. Such credits would only be effective for the
duration of RY3. The credits, which will be shown on statements filed separately from
the Company’s rate schedules, will be credited in the same manner as if they were
credited in non-competitive delivery base rates. Therefore, RY3 delivery rates will be set
to reflect revenues that are $40.856 million greater than the RY 3 revenue level. During
RY 3, the $40.856 million will be offset by the temporary credits. At the end of RY3, the
temporary credits will expire and the delivery rates will remain in effect.

The Company will continue to recover on an annual basis $32.0 million through
the Rate Adjustment Clause (“RAC”) pending a Commission determination in Case 09-
M-0114.

The major components of the gas revenue requirements underlying this Proposal

are set forth in Appendix 2. These revenue requirements are net of the amortizations of

for any change in the Other Customer-Provided Capital Rate in future years, and defer the difference for
surcharge or credit to customers, as applicable.
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various customer credits and debits on the Company’s books of account that have
previously been deferred by the Company. The list of deferred customer credits and
debits to be applied during the Gas Rate Plan is attached as Appendix 4.

a. Revenue Per Customer (“RPC”’) Mechanism

The revenue decoupling mechanism ("RDM") established for gas service in Case
06-G-1332 and 09-G-0795, subject to the modifications described in this paragraph and
paragraph G.2.c. will remain in effect unless and until changed by Commission Order,
except for restating the RPC targets for the Rate Year commencing January 1, 2017 to
reflect the expiration of the temporary credits discussed in paragraph B.2 above, if the
Company does not file for new base delivery rates to be effective within fifteen (15)

days after the expiration of RY3.
Delivery revenues from service provided to the Company’s firm customers will

be subject to reconciliation pursuant to the RPC Mechanism set forth in Appendix 6. The
currently-effective RPC Mechanism is modified commencing with the effective date of
the Gas Rate Plan to include the revenues from customers converting from oil-to-gas that
were subject to a separate reconciliation mechanism under the gas rate plan established in
Case 09-G-0795, which separate reconciliation mechanism will not be continued under

this Gas Rate Plan. Details of the RPC Mechanism are included in Appendix 6.

b. Monthly Rate Adjustment/Gas Cost Factor
The Company will recover all supply and supply-related costs through the

Monthly Rate Adjustment (“MRA”)/Gas Cost Factor (“GCF”) mechanisms. Load

Following costs will be recovered through the MRA.*

¥ The Company recovers various costs and charges, and provides certain credits, through the GCF, MRA
and Weighted Average Cost of Capacity ("WACOC"). For costs, charges, and credits covered by the
language of these adjustment mechanisms, the Company will continue to recover such costs and charges,
and provide such credits, as incurred, by reflecting these charges, costs and/or credits in monthly statements
filed pursuant to these adjustment mechanisms.
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C. Non-Firm Revenues

The revenue requirement for each Rate Year reflects a base rate revenue
imputation of $65 million attributable to Non-Firm Revenues. For each Rate Year, the
following revenues constitute “Non-Firm Revenues:”

1. Net base revenues™ derived from

a. Customers receiving interruptible service under SC
12 Rate 1 and SC 9 Rates B and D; and

b. Power generation customers'” receiving
interruptible or off-peak firm service, including off-
peak firm service under SC 9 Rate D(2) or special
negotiated contract; the New York Power Authority
(in excess of $3.1 million per Rate Year, which is
the level reflected in base rates); interruptible or off-
peak firm service to Company-owned power
generation, steam, and steam-electric plants; and
existing, new, and divested power generation
facilities owned by third parties pursuant to, for
example, SC 9 Rate D(1); and

2. Net revenues derived from the use of interstate pipeline
capacity for capacity releases;™ for or by customers taking
service under off-peak firm SC 12 Rate 2; for or by
interruptible or off-peak firm customers taking service
under negotiated bypass SC 9 Rate D (1); for SC 19 and
bundled sales; and other off-system transactions (e.g., gas
supplied to the Company’s steam and steam/electric
plants); and

4 Net base revenues mean total revenues less the following, as applicable: taxes, actual cost of gas
(reflecting, for example, hedging costs and gas supplier take-or-pay charges), cash-out charges and credits,
and any revenues included in total revenues related to reimbursements for facility costs associated with
providing service, including metering and communication equipment, service pipes and lines, service
connections, main extensions, measuring and regulating equipment and system reinforcements and other
facilities as necessary to render service.

5 For the purposes of this Section B.2.c, power generation customers do not include cogeneration or other
customers taking off-peak firm service under SC 12 Rate 2 or SC 9 Rate C.

16 Net capacity release revenues means the credits afforded the Company from releasing capacity to third
parties excluding (i) capacity release revenues applicable to capacity releases to firm customers and/or
ESCOs serving firm customers under the Company’s capacity release program that became effective
November 1, 2001 and any amended, extended, or superseding programs (“Capacity Release Service
Program™), and (ii) the demand charges recovered through the Winter Bundled Sales Service (“WBSS”).
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3. Gas balancing revenues derived from gas balancing
services provided to SC 9 and 12 interruptible and off-peak
firm customers, CNG, bypass and power generation
customers and SC 20 marketers serving SC 9 transportation
customers.

The Company will retain 100 percent of the first $65 million of Non-Firm
Revenues achieved during each Rate Year of the Gas Rate Plan.

If Non-Firm Revenues are less than $65 million in any Rate Year, the Company
will (i) defer on its books of account for future recovery from customers, with interest,
the amount by which Non-Firm Revenues are less than $65 million and (ii) surcharge
firm customers that amount in the subsequent Rate Year (i.e., for 100 percent of the
difference between $65 million and the amount actually achieved).

For Non-Firm Revenues above $65 million in any Rate Year, firm customers will
be credited with 85 percent of the amount above $65 million beginning in the subsequent
month.

The Company may implement a surcharge or credit to customers at the
commencement of any Rate Year for a projected variation in revenues from the target
level of revenues (i.e., $65 million), up to $25 million, in order to minimize the annual
reconciliation of actual revenues as compared to target revenues in any Rate Year. At
least two weeks prior to the Company’s implementing such a surcharge or credit, the
Company will provide Staff work papers underlying such surcharge or credit in order to
afford Staff an opportunity to raise with the Company any concerns that Staff has with
the size of the surcharge or credit.}” Any such surcharge or credit will be implemented

over a 12-month period.

" The Company will provide notice to interested parties of such a surcharge or credit.
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d. Lost and Unaccounted For Gas

The calculation for Lost and Unaccounted for Gas established by the 2010 Gas
Rate Order is modified effective January 1, 2014, as set forth in this section.

During RY1, RY2 and RY3, Line Loss Factor (“LLF”) will be calculated in three
steps as follows:

1. Losses = metered supplies into the system (Total Pipeline Receipts + LNG
Withdrawals + Total Receipts from New York Facilities) less metered deliveries to
customers (Retail Sales and Transportation Deliveries + Deliveries to Generation + Gas
Used for Company Purposes and CNG + LNG Injections + Total Heater & Compressor
Consumption + Total Deliveries to New York Facilities).

2. Adjusted Line Loss = Losses minus the contribution to the system line
loss from generators.

3. LLF = Adjusted Line Loss divided by Citygate receipts adjusted for
generation.

In order to determine if the Company receives an incentive/pays a penalty for the
annual LLF achieved commencing with the 12-month period ending August 31, 2014, the
Company will compare the LLF level for such period to a target derived from the five-
year rolling average of LLFs from the five previous September 1 through August 31
periods. If the LLF is within two standard deviations of the rolling prior five-year
average target, no incentive/penalty will arise. If the LLF is greater than two but less
than four standard deviations above the rolling prior five-year average, then a penalty will
be assessed according to the tariff. If the LLF is between two and four standard
deviations below the rolling prior five-year average, then an incentive will be provided to

the Company according to the tariff. For RY1, the rolling prior five-year average level is
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included in Appendix 25 and the LLF for the 12-month period ending August 31, 2014
will be compared to that target. For RY2 and RY3, the target will be reset each year
based on the average of the preceding five (5) years' LLFs.

The Factor of Adjustment (“FOA”) applicable to each Rate Year will be used to
determine the monthly Gas Cost Factor applicable to sales customers and the amount of
gas to be retained by the Company from SC 9 transportation quantities as an allowance
for losses. The FOA is derived from the average of the preceding five (5) years’ LLFs
and is reset for each Rate Year. The FOA applicable to RY1 is 1.0206.

Appendix 25 provides a sample calculation of the determination of the potential
benefit or cost to the Company.

As described in Section K, the Company will perform a line loss study applicable
to power generators and initiate discussions with New York Facilities companies. The
Signatory Parties recognize that the generators’ contribution may be increased or
decreased during the term of the Gas Rate Plan based upon the outcome of the study; any
increase or decrease in the contribution by generators will decrease or increase,
respectively, the line loss responsibility of other customers. The Signatory Parties also
recognize that the lost and unaccounted for gas mechanism could change during the term
of this Gas Rate Plan as a result of the New York Facilities collaborative.

e. Transco Heater/Odorization Project

The Company presented plans to contract with Transcontinental Gas Pipe Line
("Transco") to construct, own and operate certain natural gas heaters and supplemental
odorization equipment ("Transco heater/odorization project™), to reimburse Transco for

the costs of this project through means of a FERC-approved surcharge, and for the
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Company to recover these FERC-approved charges through the Company's GCF, MRA
and/or its WACOC charged to gas marketers.

The Signatory Parties support the Transco heater/odorization project as the
preferred alternative for the Company to address the Company's need for natural gas
heaters and supplemental odorization equipment. The Signatory Parties also recommend
that the FERC-approved charges designed for Transco to recover its costs of providing
these equipment and services be recovered by the Company through the GCF, MRA
and/or WACOC.

Transco will make a filing with FERC to seek authorization to collect from Con
Edison charges designed to recover the costs of the Transco heater/odorization project
payable by Con Edison. The Company will (and other interested parties, including Staff,
may) participate in the FERC proceeding established to set just and reasonable rates for
this service. Following FERC’s determination of a just and reasonable rate, the Company
shall submit a tariff filing to the Commission to collect through the GCF, MRA and/or
WACOC the charges approved by FERC. The tariff filing shall, among other things,
demonstrate the reasonableness of the charges payable by the Company to Transco for
the heater/odorization project, the proposed recovery period for the capital costs reflected
in the FERC-approved charges (which could be longer than the recovery period adopted
by FERC for Transco's recovery of its capital costs), and how the Company plans to
allocate these FERC-approved charges as among the GCF, MRA and WACOC.
Recovery of these FERC-approved charges, including any charges that may be incurred

by the Company prior to Commission action on the Company's tariff filing, would
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commence consistent with the Commission’s determination of the Company's tariff
filing.

The Signatory Parties agree that whenever the Company is or will be subject to
other FERC-approved charges, costs or credits not already listed in or otherwise covered
by the then-effective tariff language for these adjustment mechanisms, the Company will
make a tariff filing with the Commission to provide for recovery of these costs or
charges, or application of these credits, through the GCF, MRA and/or WACOC. The
proposed tariff amendment may include charges/costs/credits applicable to the period
prior to the effective date of the tariff amendment.

f. Oil-to-Gas Conversions
i)  Oil to Gas Incentive program

The Company's program of providing financial incentives to residential and
commercial customers to encourage their conversion from oil use to gas use shall
continue to be funded through an MRA surcharge up to a maximum of $1.465 million per
Rate Year. The gas sales forecast and RDM targets underlying the gas rates in this
Proposal reflect sales projected to result from this program.

The Company will submit a report to the Secretary within sixty (60) days of the
end of each of RY1, RY2 and RY3, on activities under this program during the prior Rate
Year, including program descriptions and the amounts of incentives committed and/or
disbursed, and the number of customers and estimated sales in the aggregate by service
classification. The Company will maintain a list of recipients of $500 or more for

inspection by Staff.
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i)  Oil-to-Gas Conversions in New York City and Area Growth

NYC promulgated rules in 2011 requiring buildings in New York City that need a
boiler operation permit to operate their heating systems, to phase out the use of heavy
heating oil, known as “No. 6” and “No. 4” fuel oil, by 2015 and 2030, respectively.
NYC’s new rules allow such buildings to switch to No. 2 heating oil, biodiesel, or natural
gas. NYC itself maintains a fuel-neutral stance and provides, through its Clean Heat
marketing arm, guidance on the selection of fuels to building owners, including the use of
No. 2 heating oil or biodiesel as alternates to natural gas.

The Company will perform the following activities to foster and further facilitate
oil-to-gas conversions:

1. The Company will provide milestones/timelines to each applicant. These
milestones will be available in general format on the Web and specifically
available to each applicant by logging onto the Web portal (“Project
Center”) and tracking their respective case, as well as through various
pieces of correspondence sent to each applicant that provide further detail
unique to their case.

2. The Company will file with the Secretary, on a quarterly basis, to
commence at the end of the first quarter of 2014, a report on aggregated
data with respect to conversion activity. The report will redact any
customer-identifying data and will include the number of work requests
received, the number of cases that are deemed “active” or “progressing,”
services installed and awaiting customer completion and completed
conversions. The report will include only conversion applications within
the following counties: New York, Bronx, and Queens. The Company
will report the fuel type as the type of fuel indicated as being used on the
premises from the report issued by the New York City Department of
Environmental Protection and shared with the Company in April 2011.

3. The Company will provide maps, with appropriate disclaimers, of all the
anticipated Area Growth Zones for the duration of the program (which is
expected to conclude no later than 2020) and will make it available on its
website no later than April 30, 2014. The Company already has a map of
the Area Growth Zones for RY1 available on
www.conEd.com/gasconversions. The disclaimers will explain that the
Area Growth Zones are subject to change and that maps (other than for the
immediately following Rate Year) should not be considered certain and

22



will likely be subject to future amendments. The Company accepts no
responsibility for the purchase of gas-burning equipment or work
performed in the building by the customer based on the issuance of these
projected zones, and maps are not a guarantee of service installation in the
respective zones.

4. The Company will review and grant requests in writing by applicants
made before the expiration of the sixty-day period, for an additional thirty
days, or less if requested, to complete the customer commitment portion of
the conversion upon the applicant explaining the need for additional time.
The Company reserves the right to reject requests that would adversely
impact its operations or other customers.

5. Additional detail of the breakdown of costs will be provided to applicants
receiving an order of magnitude cost to connect to the Company’s gas
system. Specifically, the Company will provide details on the footage of
main/service required to serve the customer. The Company will clarify
language already provided on the service determination that the order of
magnitude cost will be further refined following a point of entry meeting
(also referred to as an initial field visit) and detailed cost estimates will be
provided at that time to any customer who wishes to continue their
conversion. The Company will clarify this process by describing this
detail in its overall description of process on its website.

The Company will also report on a quarterly basis, to the Secretary and NYC, any
permitting issues it encounters that affect the installation of regulators, mains or services
to serve the population of customers seeking to convert from heating oil to natural gas.
These permits may be issued by any agency of the City of New York, but will typically
include: NYC Department of Transportation, NYC Department of Buildings, NYC
Department of Design and Construction, NYC School Construction Authority, NYC

Department of Parks and Recreation. Customer identifying data shall be redacted.

g. Vent Line Protection Device Testing

The Company will retain an independent third-party to annually perform random
testing on five (5) percent of installed vent line protection devices beginning in 2015.
The Company will file with the Secretary the results of the testing within sixty (60) days

of the end of 2015 and 2016.
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3. Steam

This Proposal recommends changes to the Company’s retail steam sales and
steam transportation service rates and charges, designed to produce a $22.358 million
reduction in revenues on an annual basis starting in RY1, a $19.784 million increase in
revenues on an annual basis starting in RY?2, and an additional $20.270 million increase
in revenues on an annual basis starting in RY 3.

The Signatory Parties propose that these three base rate changes be implemented
on a levelized basis to provide rate stability over the term of the Steam Rate Plan. The
annual levelized revenue changes would be zero in each of RY1, RY2 and RY3."

The Company will defer the amounts of the annual revenue requirement changes
each Rate Year as shown in Appendix 3, page 10 of 10. PSC Account 615 -
Miscellaneous Steam Revenues will be debited/credited with the offset recorded in PSC
Account 254 — Regulatory Liabilities. Interest on the outstanding balance will accrue at
the Other Customer-Provided Capital Rate. The estimated amount to be deferred for the
benefit of customers at December 31, 2016 is approximately $8.158 million.

Since the annual levelized rate changes would result in lower base rates at the end
of the three-year term of the Steam Rate Plan than they would otherwise be under a non-
levelized approach, $17.696 million of the levelized change in RY3 will be effectuated in
RY 3 via class-specific temporary credits. Such credits would only be effective for the
duration of RY3. The credits, which will be shown on statements filed separately from

the Company’s rate schedules, will be credited in the same manner as if they were

8 The levelized rate changes are inclusive of interest on the deferred rate decrease calculated at the 2014
Other Customer-Provided Capital Rate of 3.0 percent. The Company will calculate the change in interest
for any change in the Other Customer-Provided Capital Rate in future years, and defer the difference for
surcharge or credit to customers, as applicable.
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collected in base rates. Therefore, RY3 base rates will be set to reflect revenues that are
$17.696 million greater than the RY3 revenue level. During RY3, the $17.696 million
will be offset by the temporary credits. At the end of RY 3, the temporary credits will
expire and the base rates will remain in effect.

The Company will continue to recover on an annual basis $6.0 million through
the Rate Adjustment Clause (“RAC”) pending a Commission determination in Case 09-
M-0114.

The major components of the steam revenue requirements underlying this
Proposal are set forth in Appendix 3. These revenue requirements are net of the
amortizations of various customer credits and debits on the Company’s books of account
that have previously been deferred by the Company. The list of deferred customer credits
and debits to be applied during the Steam Rate Plan is attached as Appendix 4.

a. Gas Additions for 59th Street and 74th Street Steam
Generating Stations

The capital projects to add gas-firing capability to the Company’s 59" Street and
74™ Street Steam Generating Stations were placed in service on a phased-in basis and
customers began receiving the benefit of the fuel cost savings the project produced during
2013."° The 2010 Steam Rate Order did not provide funding for these projects but did
contemplate that the Company may undertake them and provided the opportunity for
recovery of carrying charges on these investments commencing when these facilities

were placed into service.

19 The 59™ Street project was phased into service during May and June 2013 and the 74™ Street project was
phased into service during September, October and December 2013.
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This Proposal reflects recovery, over three years, of fifty (50) percent of the
carrying charges of approximately $1.7 million that the Company incurred during 2013.
The projects are included in the steam rate base.

The Signatory Parties recommend that the Commission authorize the Company to
record on its books of account at the time the Commission adopts this Proposal, a
regulatory asset in the amount of the $0.855 million and to commence amortization of
that deferred balance over three (3) years effective as of January 1, 2014.

b. Fuel Adjustment Clause (“FAC”)

Any variations between the actual cost of fuel and the cost of fuel reflected in
rates will continue to be recovered through the FAC. The Company will continue to
charge or credit the annual reconciliation of the steam fuel expenses and revenues
through the FAC.?°

The Company will continue to recover all costs associated with oil storage and
handling through the FAC, except Company labor costs and some off-site storage costs.

The Company will recover through the FAC its fuel costs associated with the
actual Steam System Variance to the extent such costs are not recovered in base rates.
The Steam System Variance reconciliation mechanism established by the 2004 Steam
Rate Order? and set forth in the steam tariff will continue, except that the levels above
and below which the Company and customers will share variance related fuel costs will

be as follows: if the variance is greater than 4,000 MMIb in any Rate Year, the Company

%0 The Company recovers various costs and charges, and provides certain credits, through the FAC. For
costs, charges, and credits covered by the language of this adjustment mechanism, the Company will
continue to recover such costs and charges, and provide such credits, as incurred, by reflecting these
charges, costs and/or credits in monthly statements filed pursuant to this adjustment mechanism.

21 Case 03-S-1672, Consolidated Edison Company of New York, Inc. — Steam Rates, Order Adopting the
Terms of a Joint Proposal (issued September 27, 2004) (“2004 Steam Rate Order™).
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will recover 90 percent of the variance-related fuel costs in excess of 4,000 MMIb; and if
the variance is less than 3,600 MMIb in any Rate Year, the Company will retain 10
percent of the variance-related fuel cost savings less than 3,600 MMIb. The Company’s
exposure for unrecovered variance-related fuel costs will not exceed $5 million in any
Rate Year. In no event will the Company retain more than $5 million in variance-related
fuel cost savings in any Rate Year.

The FAC includes a section entitled Special Monthly Adjustments, which
provides for recovery through the FAC of “the Steam system’s allocable share of Clean
Air Act (“CAA”) Section 185 fees” pursuant to the Commission’s Order in Case 09-S-
0794 (Section 8.4(h), Leaf 53).

The Signatory Parties agree that when the Company becomes subject to additional
environmental programs, for example, EPA’s Cross State Air Pollution Rule, that result
in allowance costs or credits, the Company will make a tariff filing with the Commission
providing for recovery or credit through the FAC of such costs or credits, respectively, by
applying for similar treatment currently afforded to Section 185 fees. The proposed tariff
amendment may include charges/costs/credits applicable to the period prior to the
effective date of the tariff amendment.

C. Base Cost of Fuel

The usage charges in each class will reflect a decrease of $2.700 per Mlb to be
made to the current base cost of fuel of $10.049 per Mlb. The adjustment to the base cost
of fuel is based on: (i) the actual monthly fuel costs and equivalent sales for the 12
months ended November 2013, and (ii) the Company’s forecasted monthly fuel costs and
equivalent sales for RY1. The average cost of fuel for the 24-month period is equal to the

quotient of the total monthly fuel costs for the period and the total equivalent sales for the
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same period. Any unrecovered deferred fuel costs resulting from any such change in the
base cost of fuel will be reflected in the fuel reconciliation.

d. Uncollectible Accounts

The steam revenue requirements for each of RY1, RY2 and RY3 reflect an annual
allowance for uncollectible accounts write-offs in the amount of $425,000. If the
Company’s actual steam uncollectible accounts write-offs during RY1, RY2 and RY3
exceed $2.5 million in aggregate, the Company will be allowed to defer for future
recovery from customers the amount by which the aggregate write-offs exceed $1.275
million.

e. Steam Trap/Cap Replacements

Effective January 1, 2014, the Company will cease performing inspections under
the trap cap inspection program, which was previously performed as a follow-up to the
annual trap replacement program. This program required the Company to remove the cap
and visually inspect the trap for debris between four and eight months after a trap
replacement. The installation of new trap assemblies with strainer components have
significantly reduced the amount of debris and visual clogging of the traps found during
these visual inspections. Estimated O&M savings of $200,000 associated with the
elimination of this program is included in the steam revenue requirement.

4. Common ltems

a. Productivity

For each Rate Year the electric, gas and steam revenue requirements each reflect

an annual one (1) percent productivity adjustment.?* The revenue requirements also

22 For electric, $14.7 million in RY1 and $7.0 million in RY2. For gas, $2.8 million in RY1, $1.3 million
in RY2 and $1.4 million in RY3. For steam, $1.5 million in RY1, $0.7 million in RY2 and $0.7 million in
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reflect productivity adjustments related to the Company’s implementation of the Finance
and Supply Chain Enterprise Resource Project (“Project One”),?® in addition to proposed
cost savings associated with various Company project and programs.

With respect to Project One, within ninety (90) days of the end of calendar years
2015 and 2016, the Company will file a report with the Secretary indicating and
explaining the total capital investments made and O&M expense incurred to support
Project One. The report will also include an estimated range of labor cost savings
realized during the preceding year that resulted from the Company’s implementation of
Project One. The initial report in 2015 will include the labor cost savings, if any, for the
period beginning in July 2012, when Project One was implemented, through December
2014.

b. Sales Forecasts

The sales and delivery revenue forecasts used to determine the revenue
requirement for each of RY1, RY2 and RY3 are set forth in Appendices 5, 6 and 7,
respectively. For purposes of this Proposal, the sales and delivery revenue forecasts for
electric, gas and steam are each based on the use of a 10-year weather normal for the
period through December 2012.

C. Computation and Disposition of Earnings

Following each of RY1 and RY2 for electric and each of RY1, RY2 and RY3 for

gas and steam, Con Edison will compute, separately, the earned rate of return on common

RY3. The calculation of the Company’s labor expense adjusted for productivity among other factors is set
forth in Appendix 28.

% For electric, $2.7 million in RY1 and in RY2. For gas, $0.4 million in RY1, RY2 and RY3. For steam,
$0.2 million in RY1, RY2 and RY3.
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equity for its electric, gas and steam businesses for the preceding Rate Year. The
Company will submit to the Secretary these computations of earnings no later than sixty
(60) days after the end of each Rate Year.

1. Electric Earnings Sharing Threshold

For electric, if the level of earned common equity return for any Rate Year
exceeds 9.8 percent (“Electric Earnings Sharing Threshold”), the amount in excess of the
Electric Earnings Sharing Threshold will be deemed “shared earnings” for the purposes
of this Proposal. One-half of the revenue requirement equivalent of any shared earnings
above 9.8 percent but less than 10.45 percent will be deferred for the benefit of electric
customers and the remaining one-half of any such shared earnings will be retained by the
Company; seventy-five (75) percent of the revenue requirement equivalent of any shared
earnings equal to or in excess of 10.45 percent but less than 10.95 percent will be
deferred for the benefit of electric customers and the remaining twenty-five (25) percent
of any shared earnings will be retained by the Company; and ninety (90) percent of the
revenue requirement equivalent of any shared earnings equal to or in excess of 10.95
percent will be deferred for the benefit of electric customers and the remaining ten (10)
percent of any shared earnings will be retained by the Company.

2. Gas and Steam Earnings Sharing Threshold

For gas and steam, if the level of earned common equity return for any Rate Year
exceeds 9.9 percent (“Gas and Steam Earnings Sharing Threshold”), calculated
separately, the amount in excess of the Gas and Steam Earnings Sharing Threshold will
be deemed “shared earnings” for the purposes of this Proposal. One-half of the revenue
requirement equivalent of any shared earnings above 9.9 percent but less than 10.55

percent will be deferred for the benefit of gas or steam customers as applicable and the
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remaining one-half of any such shared earnings will be retained by the Company;
seventy-five (75) percent of the revenue requirement equivalent of any shared earnings
equal to or in excess of 10.55 percent but less than 11.05 percent will be deferred for the
benefit of gas or steam customers as applicable and the remaining twenty-five (25)
percent of any shared earnings will be retained by the Company; and ninety (90) percent
of the revenue requirement equivalent of any shared earnings equal to or in excess of
11.05 percent will be deferred for the benefit of gas or steam customers, as applicable,
and the remaining ten (10) percent of any shared earnings will be retained by the
Company.

3. Earnings Calculation Method

For each Rate Year, for purposes of determining whether the Company has
earnings above the Electric Earnings Sharing Threshold or the Gas and Steam Earnings
Sharing Threshold:

a. The calculation of return on common equity capital will be “per
books,” that is, computed from the Company’s books of account for each Rate Year,
excluding the effects of (i) Company incentives and performance-based revenue
adjustments; (ii) the Company's share of property tax refunds earned during the
applicable Rate Year; (iii) any other Commission-approved ratemaking incentives and
revenue adjustments in effect during the applicable Rate Year; (iv) the amount of expense
for awards under the Company’s Executive Incentive Program; and (v) the following
amounts representing a portion of expense and rate base carrying charges for the
Company’s Supplemental Retirement Income Plan: $9.7 million for electric, $1.6 million
for gas and $0.8 million for steam. In addition, with respect to steam only, the net

revenue effect during the applicable Rate Year of steam sales related to colder-than-
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normal weather or the steam sales reduction related to warmer-than-normal weather will
be excluded from the calculation of return on common equity as calculated in the manner
described in Appendix 14. Furthermore, the net income effects during RY1 of the
Company recording the regulatory assets related to PIM OATT charges, spent nuclear
fuel litigation costs and adding gas-firing capability to the Company’s 59" Street and 74"
Street Steam Generating Stations as provided in this Proposal will be excluded from the
calculation of return on common equity.

b. Such earnings computations will reflect the lesser of: (i) an equity
ratio equal to fifty (50) percent, or (ii) Con Edison’s actual average common equity ratio.
Con Edison’s actual common equity ratio will exclude all components related to “other
comprehensive income” that may be required by generally accepted accounting
principles; such charges are recognized for financial accounting reporting purposes but
are not recognized or realized for ratemaking purposes.

C. If the Company does not file for new electric base delivery rates to
take effect within fifteen (15) days after the expiration of RY2, the Electric Earnings
Sharing Threshold and the other electric earnings sharing thresholds will continue until
base electric delivery rates are reset by the Commission. For gas and steam, if the
Company does not file for new base delivery rates to take effect within fifteen (15) days
after the expiration of RY3, the Gas and Steam Earnings Sharing Threshold and the other
earnings sharing thresholds for gas and steam will continue until base gas and steam
delivery rates, as applicable, are reset by the Commission. Such calculation will be
performed on an annual basis in the same manner as set forth above. Revenue targets

(e.g., revenue per customer factors for gas) and trued-up expenses contained in
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Appendices 5, 6, 8, 9 and 10 will be based on RY2 levels for electric and RY3 levels for
gas and steam.

d. To the extent any stay-out period is less than twelve (12) months,
the earnings sharing calculation will be in accordance with the methodology illustrated in
Appendix 13.%

4. Disposition of Shared Earnings

For electric, gas and/or steam earnings above the related Electric Earnings
Sharing Threshold or Gas and Steam Earnings Sharing Threshold in any Rate Year, the
Company will apply fifty (50) percent of its share and the full amount of the customers’
share of electric, gas and/or steam earnings above the sharing threshold that would
otherwise be deferred for the benefit of customers under this Proposal, to reduce
respective deferred under-collections of SIR costs. In the event the amount of shared
earnings for electric, gas and/or steam available to reduce respective deferred under-
collections of SIR costs exceeds the amount of such deferred under-collections, the
Company will apply the amount of the excess to reduce other deferred costs. The
Company's annual earnings report will include the amount, if any, of deferred
undercollections of SIR costs written down with the Company's and the customers’
respective shares of earnings above the earnings sharing thresholds. If applicable, the
Company’s annual earnings report will identify any other deferred costs reduced by

application of shared earnings and the amount of shared earnings used for that purpose.

% Under the methodology set forth in Appendix 13, actual rate base during the stay-out period is adjusted
to reflect the effect of seasonal variations of sales on earnings. The earnings sharing calculation for the
nine-month stay-out period for electric under Case 09-E-0428 and the three-month stay-out period for gas
under Case 09-G-0795 and for steam under Case 09-S-0794 will be in accordance with a methodology
under which no adjustment is made to the actual rate base during the stay-out period.
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D. Capital Expenditures and Net Plant Reconciliation

Projected capital expenditures for electric, gas and steam are set forth in
Appendix 27.

1. Electric
a. Net Plant Reconciliation

The electric revenue requirements for RY1 and RY2 reflect the average net plant
balances set forth in Appendix 8 for the following net plant categories: (1) Transmission
and Distribution (including Municipal Infrastructure Support expenditures) (“T&D”); (2)
Storm Hardening; and (3) Other (comprised of capital expenditures for Electric
Production and Shared Services allocable to Electric) (collectively, “Average Electric
Plant In Service Balances”).

The Average Electric Plant In Service Balances reflect a level of capital
expenditures supported by various capital programs and projects. The Company,
however, has the flexibility over the term of the Electric Rate Plan to modify the list,
priority, nature and scope of its capital programs and projects.

The Company will defer for the benefit of customers the revenue requirement
impact (i.e., carrying costs, including depreciation, as identified in Appendix 8) of the
amount by which the Company’s actual expenditures for electric capital programs and
projects result in actual average net plant (excluding removal costs) that is less than the

amount included in the Average Electric Plant In Service Balances (excluding removal
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costs), as set forth in Appendix 8, for RY1 and RY2 for each net plant category as
provided herein.?

With respect to the T&D category within the Average Electric Plant In Service
Balances, there will be no deferral of the revenue requirement impacts attributable to
actual average net plant within the T&D Reliability component of the T&D net plant
category (“T&D Reliability component”) being less than the T&D Reliability net plant
balances set forth in Appendix 8 for RY1 and RY2 (“T&D Reliability Plant In Service
Balances”) provided that (i) the actual average T&D Reliability net plant is at least 85
percent of the amount of T&D Reliability Plant In Service Balances (“85% Threshold”)
and (ii) the sum of the actual average net plant for the Storm Hardening category and the
T&D Reliability component (“Actual Storm Hardening and T&D Reliability Plant
Total”) is at least equal to the sum of the amount included in the Average Electric Plant
In Service Balances for the Storm Hardening category and the T&D Reliability Plant in
Service Balances set forth in Appendix 8 (“Allowed Storm Hardening and T&D
Reliability Plant Total”). If a deferral attributable to the T&D reliability component
would be required because (i) was satisfied but (ii) was not satisfied, such deferral will be
the lesser of (a) the revenue requirement impact associated with the T&D Reliability
component net plant balance or (b) the revenue requirement impact associated with the
amount by which the Actual Storm Hardening and T&D Reliability Plant total is less than

the Allowed Storm Hardening and T&D Reliability Plant Total.

® The revenue requirement impact will be calculated by applying an annual carrying charge factor for the
applicable net plant category (see Appendix 8) to the amount by which the actual was below the amount
included in the Average Electric Plant In Service Balances.
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With respect to the Storm Hardening category within the Average Electric Plant
In Service Balances, there will be no deferral of the revenue requirement impacts
attributable to actual average net plant within the Storm Hardening category being less
than the amount included in the Average Electric Plant In Service Balances (“Storm
Hardening Plant In Service Balances”) provided that (i) the actual average Storm
Hardening net plant is at least 85 percent of the amount of the Storm Hardening Plant In
Service Balances ("85% Threshold™) and (ii) the Actual Storm Hardening and T&D
Reliability Plant Total is at least equal to the Allowed Storm Hardening and T&D
Reliability Plant Total. If a deferral attributable to the Storm Hardening category is
required because (i) was satisfied but (ii) was not satisfied, such deferral will be the lesser
of (a) the revenue requirement impact associated with the Storm Hardening net plant
balance or (b) the revenue impact associated with the amount by which the Actual Storm
Hardening and T&D Reliability Plant total is less than the allowed Storm Hardening and
T&D Reliability Plant total.?®

With respect to the Storm Hardening category of the Average Electric Plant In
Service Balances, the Commission’s order regarding RY?2 Storm Hardening programs in
response to the Company’s September 1, 2014 Storm Hardening report (see section D.4
below) may call for Storm Hardening capital expenditures in RY2 in an amount more or
less than the amount reflected in the Storm Hardening category of the Average Electric
Plant In Service Balances for RY2.

If the Commission’s order calls for RY2 Storm Hardening capital expenditures

greater than the amount reflected in the Storm Hardening category of the Average

% See examples at the end of Appendix 8.
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Electric Plant In Service Balances for RY2, the net plant reconciliation mechanism will
continue to apply as described herein and the Company will defer for future collection
from customers the revenue requirement impact (i.e., carrying costs, including
depreciation, as identified in Appendix 8) of the amount of average net plant resulting
from the additional capital expenditures.

If the Commission’s order calls for RY?2 Storm Hardening capital expenditures
less than the amount reflected in the Storm Hardening category of the Average Electric
Plant In Service Balances for RY2, the Company will recalculate the Storm Hardening
category of the Average Electric Plant In Service Balances for RY2 using such lower
capital expenditures and (1) use that recalculated average net plant balance as the net
plant amount for the Storm Hardening category of the Average Electric Plant In Service
Balances for RY2 and (2) defer for the future credit to customers the revenue requirement
impact (i.e., carrying costs, including depreciation, as identified in Appendix 8) of the
difference between the average net plant balance for the Storm Hardening category of the
Average Electric Plant In Service Balances for RY2 and the recalculated amount.

The reconciliations to Average Electric Plant In Service Balances for RY1 and
RY?2 will be cumulative within each of the net plant categories; that is, a revenue
requirement impact deferral will be required under this provision only if the actual
average net plant balances for the 24-month period covered by the Electric Rate Plan for
a category of the Average Electric Plant In Service Balances is below the amount for the
category included in the Average Electric Plant In Service Balances over such period as

shown on Appendix 8.
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b. Capital Expenditures for Brooklyn Networks Load Growth

Following the closure of the record in these proceedings, the Company’s analysis
of summer 2014 peaks loads in Brooklyn networks identified peak demand growth in
sections of Brooklyn that will require capital investment in order to maintain reliability,
with investments beginning in 2014. To the extent practical, the Company will utilize
non-traditional programs that facilitate use of distributed resources to reduce the
identified investment needs. The nature of the programs that may be utilized by the
Company will seek to further the deployment of advanced technologies, and could
include utility and customer-side resources. The Company will meet with Signatory
Parties before implementation to discuss the contemplated solutions, providing
sufficiently detailed technical and cost information as to its analysis and proposed
solutions so that interested Signatory Parties can meaningfully evaluate the Company’s
proposed solutions and provide feedback.

C. Smart Grid

The electric revenue requirements reflect base rate recovery of Smart Grid costs
as of the beginning of RY1 and termination of the MAC surcharge approach to recovery
established by the Commission in its October 19, 2010 order in Case 09-E-0310.%" Smart
Grid Investment Grant projects will be treated in the same manner as other capital
projects (i.e., based on estimated cost and plant in service date) and Smart Grid
Demonstration Grant expenditures will be treated as a deferred cost. Amortization of
estimated deferred Smart Grid Demonstration Grant costs through December 31, 2013 is

reflected in electric revenue requirements at $3.28 million per year.

" The Company’s final surcharge reconciliation report is due during March 2014.
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The Company will defer for future disposition by the Commission any variation
between the amount of Smart Grid Demonstration Grant costs recovered during the
Electric Rate Plan and the actual amount as of the beginning of RY1. The Company will
also defer for future disposition by the Commission, Smart Grid surcharges collected
from customers after January 1, 2014, as will occur due to electric rate changes resulting
from these proceedings occurring after, but effective as of, that date.

d. Indian Point 2 Contingency Plan

The Electric Rate Plan revenue requirements do not reflect any of the Company’s
costs for transmission projects approved by the Commission in its November 4, 2013
order in Case 12-E-0503 (“Indian Point Contingency Plan Order”).?® The Company may
seek cost recovery authorization for such projects from the Commission. Accordingly,
the Signatory Parties intend that Commission adoption of this Proposal does not preclude
or otherwise limit the Company’s rights to seek such authorization from the Commission
for these projects by surcharge, by increase to base rates, or by other means, as
determined by the Commission. The Signatory Parties also intend that adoption of this
Proposal not preclude or otherwise limit the Company’s recovery of Energy Efficiency,
Demand Reduction and CHP costs as contemplated by the Indian Point Contingency Plan
Order. Similarly, adoption of this Proposal does not preclude or otherwise limit any
rights any Signatory Party may have with respect to any authorization sought by the

Company for recovery of Indian Point Contingency Plan projects and/or Energy

% Case 12-E-0503, Proceeding on Motion of the Commission to Review Generation Retirement
Contingency Plans, Order Accepting IPEC Reliability Contingency Plans, Establishing Cost Allocation and
Recovery, and Denying Requests for Rehearing (issued November 4, 2013).
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Efficiency, Demand Reduction and CHP costs contemplated by the Indian Point
Contingency Plan Order.

e. Outage Management Pilot

As part of its storm hardening projects, the Company will begin implementation
of a two-phase pilot program in 2014 to test the ability of a networked Automated Meter
Reading (“AMR”) and/or Advanced Metering Infrastructure (“AMI) system to assist in
more timely identification of customer outages and improve overall outage response and
efficiency. Phase One of the pilot program will seek to leverage existing AMR meter
assets in County of Westchester (“Westchester County”) to improve outage management
capabilities through the use of new data collection infrastructure and network
management software. This phase will include a field trial involving meters in two
circuits to preliminarily evaluate the viability and feasibility of the concept and the
usefulness of the technology for outage management purposes.

Phase One is expected to last six to ten months, dependent on system conditions,
and will include approximately 6,200 electric meters on two high-priority circuits.
Existing AMR meters and new data collection hardware and software will be used to
provide event information that will be evaluated for its usefulness in outage management.
The Company will evaluate the data generated in Phase One to determine whether to
move forward with Phase Two.

If the Company determines to move forward with Phase Two, Phase Two would
consist of expanded and longer duration testing in two areas — one in Westchester County
and one within New York City. The areas will be selected based on their outage history
during storm events and other salient factors. Within Westchester County, the number of

circuits monitored would be increased to include approximately 30,000 meters. Within
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New York City, the size and number of areas will be selected to include an appropriate
mix of customer types (e.g., single family homes, multi-family dwellings, apartment
buildings). Con Edison will further develop software interfaces to assist in managing the
larger meter populations and the compatibility of the AMR and/or AMI technologies for
this purpose. The Phase Two program for Westchester would be included in the
Company’s September 1, 2014 storm hardening filing (see section D.4 below). The
Phase Two program for New York City would either be included in the September 1,
2014 storm hardening filing or addressed as part of the Company’s next electric rate
filing. The Company will make a summary evaluation of the pilot available to interested
parties.

f. Reporting Requirements

The Company will provide annual reports relating to capital expenditures in the
manner set forth in Appendix 23.

2. Gas
a. Net Plant Reconciliation

The gas revenue requirements for RY1, RY2 and RY3 reflect the net plant
balances set forth in Appendix 9 for the following net plant categories: 1) Delivery
(including Municipal Infrastructure Support expenditures), and 2) Storm Hardening
(collectively, “Average Gas Plant In Service Balances”).

The Average Gas Plant In Service Balances reflect a level of capital expenditures
supported by various capital programs and projects. The Company, however, has the
flexibility over the term of the Gas Rate Plan to modify the list, priority, nature and scope

of its gas capital programs and projects.

41



The Company will defer for the benefit of customers, subject to adjustment under
the reconciliation mechanism regarding oil to gas conversions described below, the
revenue requirement impact (i.e., carrying costs, including depreciation, as identified in
Appendix 9) of the amount by which the Company's actual expenditures for gas capital
programs and projects result in average net plant (excluding removal costs) that is less
than the amount included in the Average Gas Plant In Service Balances (excluding
removal costs), as set forth in Appendix 9, for RY1, RY2 and RY3 for each net plant
category as provided herein.”®

The Company may defer on its books of account for future recovery from
customers the carrying charges (including depreciation) on average net plant in service
(excluding removal costs) resulting from municipal infrastructure support-related capital
costs up to $10 million annually incurred due to: (a) projects of the City of New York or
any other governmental entity or entities for the purposes of increasing the resiliency to
storms of any form of public facility, machinery, equipment, structure, infrastructure,
highway, road, street, or grounds,;(b) NYC Department of Environmental Protection
(“DEP”) Combined Sewer Overflow projects;® (c) change in customary practice relating

to interference (e.g., responsibility for costs associated with New York City transit

 The revenue requirement impact will be calculated by applying an annual carrying charge factor for the
applicable average net plant in service category (see Appendix 9) to the amount by which actual net plant
was below the amount included in the Average Gas Plant In Service Balances.

%0 The DEP is required under a 2005 Order on Consent to reduce combined sewer overflows (“CSOs”)
from its sewer system to improve the water quality of its surrounding waters, such as Flushing Bay,
Jamaica Bay, and tributaries to the East River, Long Island Sound, and Outer Harbor. Under the 2005
Consent Order, the DEP has completed Waterbody/Watershed Facility Plans, which are the initial phase of
CSO planning, and are required to construct various grey infrastructure projects, and develop Long-Term
Control Plans. In 2011, the New York State Department of Environmental Conservation and DEP
identified numerous modifications to the CSO Consent Order, including integration of green infrastructure
and substitution of more cost-effective grey infrastructure, and agreed to fixed dates (beginning in June
2013 and continuing through December 2017) for submittal of the Long-Term Control Plans.
(http:/lwww.dec.ny.gov/chemical/77733.html).
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projects); and/or (d) all other public works or municipal infrastructure projects with a
projected total cost in excess of $100 million, to the extent the Company's capital
expenditures up to $10 million related to those activities result in total actual Delivery
average net plant in service (excluding removal costs) exceeding the Delivery category of
the Average Gas Plant In Service Balance in any or all Rate Years.

With respect to the Storm Hardening category of the Average Gas Plant In
Service Balances, the Commission’s order regarding RY?2 and RY3 Storm Hardening
programs in response to the Company’s September 1, 2014 Storm Hardening report (see
section D.4 below) may call for Storm Hardening capital expenditures in RY2 and/or
RY3 in an amount more or less than the amount reflected in the Storm Hardening
category of the Average Gas Plant In Service Balances for RY2 and/or RY 3.

If the Commission’s order calls for RY2 and/or RY3 Storm Hardening capital
expenditures greater than the amount reflected in the Storm Hardening category of the
Average Gas Plant In Service Balances for RY2 and/or RY 3, the net plant reconciliation
mechanism will continue to apply as described herein and the Company will defer for
future collection from customers the revenue requirement impact (i.e., carrying costs,
including depreciation, as identified in Appendix 9) of the amount of average net plant
resulting from the additional capital expenditures.

If the Commission’s order calls for RY2 and/or RY3 Storm Hardening capital
expenditures less than the amount reflected in the Storm Hardening category of the
Average Gas Plant In Service Balances for RY2 and/or RY 3, the Company will
recalculate the Storm Hardening category of the Average Gas Plant In Service Balances

for RY2 and/or RY3 using such lower capital expenditures and (1) use that recalculated
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average net plant balance as the net plant amount for the Storm Hardening category of the
Average Gas Plant In Service Balances for RY2 and/or RY3 and (2) defer for the future
credit to customers the revenue requirement impact (i.e., carrying costs, including
depreciation, as identified in Appendix 9) of the difference between the average net plant
balance for the Storm Hardening category of the Average Gas Plant In Service Balances
for RY2 and/or RY3 and the recalculated amount.

The reconciliations to Average Gas Plant In Service Balances for RY1, RY2 and
RY3 will be cumulative within each of the net plant categories; that is, a revenue
requirement impact deferral will be required under this provision only if the actual
average net plant balances for the 36-month period covered by the Gas Rate Plan for a
category of the Average Gas Plant In Service Balances is below the amount for the
category included in the Average Gas Plant In Service Balances over such period as
shown on Appendix 9.

b. Oil to Gas Conversions Net Plant Reconciliation Adjustment

The Average Gas Plant In Service Balances reflect the following forecasted
capital expenditures for Company service installations for oil-to-gas (“OTG”)
conversions for Nos. 4/6 fuel oil customers for RY1, RY2 and RY3:

i. $53.8 million for RY1 for 640 OTG conversions.
ii. $69.0 million for RY2 for 646 OTG conversions.

iii. $56.1 million for RY3 for 466 OTG conversions.

Over the term of the Gas Rate Plan, if the Company installs less than 90 percent
of its service installation targets and spends less than 90 percent of its forecasted capital

expenditures for Nos. 4/6 service installation targets, the Company will defer for the
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benefit of customers carrying charges on the difference between an average net plant
balance assuming the forecasted capital expenditures for OTG conversions and the actual
average net plant based on the actual lower capital expenditures for OTG conversions.™

Over the term of the Gas Rate Plan, if the Company installs 90 percent or more of
its service installation targets but spends less than 90 percent of its forecasted capital
expenditures for Nos. 4/6 service installation targets, the Company will defer for the
benefit of customers carrying charges on the difference between an average net plant
balance assuming the forecasted capital expenditures for OTG conversions and the actual
average net plant based on the actual lower capital expenditures for OTG conversions.

Over the term of the Gas Rate Plan, if the Company installs less than 90 percent
of its service installation targets but spends 90 percent or more of its forecasted capital
expenditures for Nos. 4/6 fuel oil-to-gas service installation targets, there will be no
carrying charges deferred for the benefit of customers; however, in this event, the
Company will file a report with the Secretary annually on why the capital expenditures
were higher than forecasted, and why the number of installations were lower than
forecasted, with a root cause analysis of why (e.g., among other things, because of a
higher concentration of customers who converted in more expensive zones such as
Manhattan), and what change in plans, if any, the Company proposes for the next gas
Rate Year.

If the reconciliation mechanism related to gas net plant described in section (a)
above results in revenue requirement impacts to be deferred for the benefit of customers

related to the Delivery category of the Average Gas Plant In Service balances, and the

% See Appendix 9.
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reconciliation mechanism in this section (b) also results in revenue requirement impacts
to be deferred for the benefit of customers, the two calculations will be reconciled so that
there is no double-count regarding any net plant for which carrying charges are to be
deferred for the benefit of customers.

C. Leak-Prone Pipe Replacement in Flood Prone Zones*

In order to improve system resiliency, separate and apart from the Company’s
safety-related program to remove leak-prone pipe addressed in Appendix 17, the
Company will remove at least the following amounts of leak-prone pipe in areas
encompassed by the 100-year flood plain as established by FEMA:*

RY1 -2 miles
RY2 — 3 miles
RY3 -4 miles

During the term of the Gas Rate Plan, the 100-year floodplain in New York City
will be as shown on FEMA’s Preliminary Flood Insurance Rate Maps (“FIRMs”) and
updated when FEMA issues Final FIRMs. Within Westchester County, the geographic
scope of such removals will be the 100-year floodplain as shown on FEMA’s Advisory
Base Flood Elevation Maps, and updated when FEMA issues Preliminary Work Maps,
Preliminary FIRMs, and Final FIRMs, for the County.

Over the term of the Gas Rate Plan, a minimum of six miles of leak-prone pipe in

flood prone zones will be replaced in Manhattan.

% This program has the added benefit of moving towards the objective of reducing the potential release of
methane into the atmosphere, which is described on page 58 of the New York Energy Highway Blueprint.

% Federal Emergency Management Agency (“FEMA”).
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d. Reporting Requirements

The Company will provide annual reports relating to capital expenditures in the
manner set forth in Appendix 23.

3. Steam
a. Net Plant Reconciliation

The steam revenue requirements for RY1, RY2 and RY 3 reflect the net plant
balances set forth in Appendix 10 for the following net plant categories: (1) steam
production and steam distribution (including Municipal Infrastructure Support
expenditures) (“P&D”), and (2) Storm Hardening (collectively, “Average Steam Plant In
Service Balances”).

The Average Steam Plant In Service Balances reflect a level of capital
expenditures supported by various capital programs and projects. The Company,
however, has the flexibility over the term of the Steam Rate Plan to modify the list,
priority, nature and scope of its steam capital programs and projects.

The Company will defer for the benefit of customers the revenue requirement
impact (i.e., carrying costs, including depreciation, as identified in Appendix 10) of the
amount by which the Company’s actual expenditures for steam capital programs result in
actual average net plant (excluding removal costs) that is less than the amount included in
the Average Steam Plant In Service Balances (excluding removal costs) as set forth in
Appendix 10 for RY1, RY2 and RY3 for each net plant category as provided herein.®

With respect to the Storm Hardening category of the Average Steam Plant In

Service Balances, the Commission’s order regarding RY2 and RY3 Storm Hardening

* The revenue requirement impact will be calculated by applying an annual carrying charge factor for the
applicable average net plant in service category (see Appendix 10) to the amount by which actual net plant
was below the amount included in the Average Steam Plant In Service Balances.
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programs in response to the Company’s September 1, 2014 Storm Hardening report (see
section D.4 below) may call for Storm Hardening capital expenditures in RY2 and/or
RY3 in an amount more or less than the amount reflected in the Storm Hardening
category of the Average Steam Plant In Service Balances for RY2 and/or RY3.

If the Commission’s order calls for RY2 and/or RY3 Storm Hardening capital
expenditures greater than the amount reflected in the Storm Hardening category of the
Average Steam Plant In Service Balances for RY2 and/or RY3, the net plant
reconciliation mechanism will continue to apply as described herein and the Company
will defer for future collection from customers the revenue requirement impact (i.e.,
carrying costs, including depreciation, as identified in Appendix 10) on the amount of
average net plant resulting from the additional capital expenditures.

If the Commission’s order calls for RY2 and/or RY3 Storm Hardening capital
expenditures less than the amount reflected in the Storm Hardening category of the
Average Steam Plant In Service Balances for RY2 and/or RY 3, the Company will
recalculate the Storm Hardening category of the Average Steam Plant In Service
Balances for RY2 and/or RY 3 using such lower capital expenditures and (1) use that
recalculated average net plant balance as the net plant amount for the Storm Hardening
category of the Average Steam Plant In Service Balances for RY2 and/or RY3 and (2)
defer for the future credit to customers the revenue requirement impact (i.e., carrying
costs, including depreciation, as identified in Appendix 10) of the difference between the
average net plant balance for the Storm Hardening category of the Average Steam Plant

In Service Balances for RY2 and/or RY3 and the recalculated amount.
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The reconciliations to Average Steam Plant In Service Balances for RY1, RY2
and RY3 will be cumulative within each of the net plant categories; that is, a revenue
requirement impact deferral will be required under this provision only if the actual
average net plant balances for the 36-month period covered by the Steam Rate Plan for a
category of the Average Steam Plant In Service Balances is below the amount for the
category included in the Average Steam Plant In Service Balances over such period as
shown on Appendix 10.

b. Unplanned Steam Investment

Without limiting the Company’s right to petition the Commission for any purpose
regarding electric, gas or steam, the Signatory Parties recommend that a deferral petition
submitted pursuant to this provision should not be rejected by the Commission solely on
the grounds that the amount of the proposed investment is not material.

Con Edison may petition the Commission to defer for later recovery the carrying
charges associated with an unplanned capital investment in its steam production plant of
$5.0 million or more, provided that: (i) the project is due to circumstances outside the
Company’s control; (ii) the capital expenditures are made during the term of the Steam
Rate Plan; (iii) the inclusion of the unplanned capital investment results in actual net
plant for the P&D category of the Average Steam Plant In Service Balances exceeding
the levels set forth in Appendix 10; and (iv) the Company has considered its flexibility to
reprioritize steam production capital projects within the net plant levels set forth in
Appendix 10. As indicated above, although any such petition is subject to the
materiality, incremental, and earnings criteria applied by the Commission to deferral

petitions, for purposes of this Proposal, the Signatory Parties recommend that a deferral
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petition submitted pursuant to this provision should not be rejected by the Commission
solely on the grounds that the amount of the proposed investment is not material.

C. Reporting Requirements

The Company will provide annual reports relating to capital expenditures in the
manner set forth in Appendix 23.

4. Storm Hardening and Resiliency Collaborative

The Signatory Parties support, and ask the Commission to direct, the continuation
of the Storm Hardening and Resiliency Collaborative as set forth below.*

During these proceedings, a number of parties, including the Company and Staff,
participated in a collaborative to examine the Company’s storm hardening proposals
presented in these proceedings and to exchange and discuss information, ideas, and
proposals on resiliency-related issues that the parties presented in testimony filed in these
proceedings (“Storm Hardening and Resiliency Collaborative”). The Department of
Public Service designated the Administrative Law Judge Eleanor Stein to preside over the
work of the collaborative. On December 5, 2013, the Company filed with the Secretary a
report describing the activities of the collaborative, the Company’s proposals for capital
programs and projects to storm harden its electric, gas, and steam systems, and proposals
by various working groups within the collaborative for additional initiatives to improve
the resiliency of the Company’s systems. On January 10, 2014, various parties to the
collaborative may file with the Secretary comments on the Company’s report and other

issues related to the collaborative, as they deem appropriate.

% The Storm Hardening and Resiliency Collaborative is comprised of the following four working groups:
Working Group 1 is the Storm Hardening Design Standards and 2014 Projects group, Working Group 2 is
the Alternative Resiliency Strategies group, Working Group 3 is the Natural Gas System Resiliency group,
and Working Group 4 is the Risk Assessment / Cost Value Analysis group.
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The electric, gas and steam delivery rates and charges recommended by this
Proposal reflect projected expenditures in RY1 and RY2 to storm harden the Company’s
electric system and projected expenditures in RY1, RY2 and RY3 to storm harden the
Company’s gas and steam systems.

With respect to RY1, the Signatory Parties recommend that the Commission
accept the forecasted storm hardening expenditures reflected in the proposed electric, gas
and steam delivery rates without change. The net plant reconciliation mechanisms
described in sections D.1, D.2, and D.3 above are designed to address the rate impacts of
any difference between forecasted and actual expenditures.

With respect to projected expenditures in RY2 to storm harden the Company’s
electric system and projected expenditures in RY2 and RY3 to storm harden the
Company’s gas and steam systems, the Signatory Parties propose to replicate the process
followed by Working Group 1 of the Storm Hardening and Resiliency Collaborative to
further consider the Company’s proposed storm hardening plans for RY1. Specifically,
in June 2014 and 2015, the Company would initiate discussions with Staff and interested
parties to discuss the Company’s planned expenditures for storm hardening for RY?2 and
RY3, respectively. On or before September 1, 2014 and 2015, the Company would file
with the Commission a report on the collaborative discussions, including the Company’s
recommended storm hardening projects and programs for 2015 and 2016, respectively.
Staff and interested parties would have the opportunity to file comments on such report
with the Commission. The Commission would determine the extent to which, if any, the
Company should modify its planned storm hardening projects and programs for RY?2 and

RY3 by order issued on or before December 31, 2014 and 2015, respectively. The net
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plant reconciliation mechanisms described in sections D.1, D.2 and D.3 above are
designed to address the rate impacts of any change in the net plant targets for storm
hardening that may result from any such Commission directive, as well as any rate
impacts of any difference between forecasted and actual expenditures

In addition to further evaluation of the Company’s current forecasted expenditures
to storm harden its electric, gas and steam systems in RY1, RY2 and RY 3 as described
above, the Signatory Parties recognize that the Company may undertake other projects
and programs that may be presented to the Commission as a result of ongoing
collaborative discussions by Working Groups 1 through 4 of the Storm Hardening and
Resiliency Collaborative. Since the electric, gas and steam delivery rates recommended
by this Proposal do not (and could not reasonably) reflect any incremental costs
associated with new or additional initiatives that the Commission may encourage or
otherwise direct, the Signatory Parties recommend that the Commission authorize the
Company to recover the incremental costs associated with any such initiative(s), whether
by surcharge, deferral, and/or such other means as the Commission may determine.

E. Reconciliations

The Company will reconcile the following costs and related items to the levels
provided in rates, as set forth in Appendices 8, 9, and 10. Variations subject to recovery
from or to be credited to customers will be deferred on the Company’s books of account
over the term of the Rate Plans, and the revenue requirement effects of such deferred
debits and credits, as the case may be, will be addressed in future rate proceedings, except

as addressed in section C.4. above.
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1. Property Taxes (Electric, Gas and Steam)

If the level of actual electric, gas or steam expense for property taxes, excluding
the effect of property tax refunds (as defined in section F. 3), varies in any Rate Year
from the projected level provided in rates for that service, which levels are set forth in
Appendices 8, 9 and 10, ninety (90) percent of the variation will be deferred and either
recovered from or credited to customers, subject to the following cap: the Company’s ten
(10) percent share of property tax expenses above or below the level in rates is capped at
an annual amount equal to ten (10) basis points on common equity for each Rate Year.
The Company will defer on its books of account, for recovery from or credit to
customers, one hundred (100) percent of the variation above or below the level at which
the cap takes effect.

The Company will not be precluded from applying for a greater share of lower
than forecasted property tax expenses (including the period beyond RY2 for electric and
RY3 for gas and steam) if its extraordinary efforts result in fundamental taxation changes
and produce substantial net benefits to customers.

2. Municipal Infrastructure Support (Other Than Company Labor)
(Electric, Gas and Steam)

If actual non-Company labor Municipal Infrastructure Support expenses (e.g.,
contractors costs) vary from the level provided in electric, gas and/or steam rates for any
Rate Year, which levels are set forth in Appendices 8, 9, and 10, one hundred (100)
percent of the variation below the target will be deferred on the Company’s books of
account and credited to customers, and eighty (80) percent of the variation above the

target within a band of thirty (30) percent (e.g., for electric a maximum deferral of $20.4
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million for RY1)® will be deferred on the Company’s books of account and recovered
from customers. Expenditures above the target plus thirty (30) percent are not
recoverable from customers except as follows: if actual electric, gas and/or steam non-
Company labor Municipal Infrastructure Support expenses (e.g., contractors costs) vary
from the respective level provided in rates above the target plus thirty (30) percent, and
such increased expenses are due to (a) projects of the City of New York or any other
governmental entity or entities for the purposes of increasing the resiliency to storms of
any form of public facility, machinery, equipment, structure, infrastructure, highway,
road, street, or grounds, (b) the New York City DEP Combined Sewer Overflow projects,
and/or (c) all other public works or municipal infrastructure projects with a projected
total cost in excess of $100 million, eighty (80) percent of the variation above the target
plus thirty (30) percent that is attributable to the above-described projects will be deferred
on the Company’s books of account for future recovery from electric, gas and/or steam
customers as applicable.

In addition, if there is a change in law, rules or customary practice relating to
interference (e.g., responsibility for costs associated with New York City transit projects),
the Company will have the right to defer such incremental costs pursuant to section L.2.

3. Pensions/OPEBs (Electric, Gas and Steam)

Pursuant to the Commission’s Pension Policy Statement,’ the Company will

reconcile its actual pensions/Other Post-Employment Benefits (“OPEBs”) expenses to the

% RY1 rate allowance for interference of $84.8 million x 80 percent x 30 percent = $20.4 million.

37 Case 91-M-0890, In the Matter of the Development of a Statement of Policy Concerning the Accounting
and Ratemaking Treatment for Pensions and Post-Retirement Benefits Other Than Pensions, Statement of
Policy and Order Concerning the Accounting and Ratemaking Treatment for Pensions and Post-Retirement
Benefits Other Than Pensions (issued September 7, 1993) (“Pension Policy Statement”).
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level allowed in electric, gas and steam rates as set forth in Appendices 8, 9, and 10. For
purposes of the reconciliation, the following annual amounts of expense related to the
Supplemental Retirement Income Program will be deducted from the Company’s actual
pension/OPEBs expense: $4.65 million for electric, $0.63 million for gas and $0.34
million for steam.

The Pension Policy Statement provides that companies may seek prospective
interest accruals or rate base treatment for amounts funded above the cost recoveries
included in rates.® During the term of the Rate Plans, the Company may be required to
fund its pension plan at a level above the rate allowance pursuant to the annual minimum
pension funding requirements contained within the Pension Protection Act of 2006. The
Company, its actuary and the parties are unable to predict with certainty if the minimum
funding threshold will exceed rate recoveries during the term of the Rate Plans. In lieu of
a provision in this Proposal addressing the Company’s additional financing requirements
should it be required to fund its pension plan above the level provided in rates during the
term of these Rate Plans, the Proposal does not preclude the Company from petitioning
the Commission to defer the financing costs associated with funding the pension plan at
levels above the current rate allowance should funding above the rate allowance be
required; the Company’s right to obtain authority to defer such financing costs on its

books of account will not be subject to requirements respecting materiality.

% See Pension Policy Statement, Appendix A, page 16, footnote 3.
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4. Environmental Remediation (Electric, Gas and Steam)

Actual expenditures for site investigation and remediation allocated to Con
Edison’s electric, gas or steam business,*® including expenditures associated with former
manufactured gas plant sites (“MGP”), Superfund and 1994 DEC Consent Order
Appendix B sites (“SIR costs”), will be deferred on the Company’s books of account and
amortized as shown on Appendix 4. The deferred balances subject to interest will be
reduced by accruals, insurance recoveries, associated reserves, deferred taxes and
amounts included in rate base (see Appendices 1, 2, and 3). Effective January 1, 2014,
the amortization period for SIR costs will be five (5) years.

5. Long Term Debt Cost Rate (Electric, Gas and Steam)

As set forth in Appendices 1, 2 and 3, the weighted average cost of long term debt
during the term of the Rate Plans is 5.17 percent for RY1, 5.23 percent for RY2 and 5.39
percent for RY3. As set forth in Appendices 8, 9 and 10, included in those weighted
average cost rates is 0.38 percent in RY1, 1.11 percent in RY2 and 2.42 percent in RY3
for Variable Rate Debt (i.e., the Company’s entire tax-exempt portfolio). The Company
will be allowed to true-up its actual weighted average cost of Variable Rate Debt during
RY1, RY2 and RY3 to the cost rates for Variable Rate Debt reflected in Appendices 8, 9
and 10. In the event the Variable Rate Debt* is refinanced with tax-exempt or taxable

debt (which may include retiring the Variable Rate Debt) prior to January 1, 2016 for

* These costs are the costs Con Edison incurs to investigate, remediate or pay damages (including natural
resource damages, with respect to industrial and hazardous waste or contamination spills, discharges, and
emissions) for which Con Edison is deemed responsible. These costs are net of insurance reimbursements
(if any); nothing herein will require the Company to initiate or pursue litigation for purposes of obtaining
insurance reimbursement, nor preclude or limit the Commission’s authority to review the reasonableness of
the Company’s conduct in such matters.

* The cost of Variable Rate Debt includes the costs of any credit support measures, such as letter of credit
or bond insurance.
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electric and January 1, 2017 for gas and steam (including under circumstances not
contemplated by the Commission’s Order Authorizing Issuance of Securities, issued
December 17, 2012, in Case 12-M-0401, and therefore requiring Commission
authorization), the Company will include its costs associated with the refinancing of the
Variable Rate Debt in the amounts to be reconciled.

6. Major Storm Cost Reserve

a. Electric
i)  Major Storm Reserve Funding

The Company’s annual electric revenue requirements provide funding for the
major storm reserve of $21.4 million in each of RY1 and RY2.*" Except as provided
herein, all incremental major storm costs will be charged to the major storm reserve. To
the extent that the Company incurs incremental major storm damage costs in excess of
$21.4 million in either Rate Year, the Company will defer on its books of account
expenses in excess of the $21.4 million for future recovery from customers. To the
extent that the Company incurs major storm damage expenses less than $21.4 million in
either Rate Year, the Company will defer any variation less than $21.4 million for the
benefit of customers. All major storm expenses are subject to Staff review.

i) Non-Superstorm Sandy Deferred Major Storm Costs

The Company’s annual electric revenue requirements provide for $26.1 million in
each of RY1 and RY?2 reflecting a three-year amortization of previously incurred
incremental major storm costs (net of insurance and other recoveries) due to major

storms, other than for Superstorm Sandy, in excess of collections for major storm reserve

1 A “major storm” is defined in 16 NYCRR Part 97 as a period of adverse weather during which service
interruptions affect at least ten (10) percent of the Company’s customers within an operating area and/or
results in customers being without electric service for durations of at least twenty-four (24) hours.
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funding. The deferred amounts for non-Superstorm Sandy Storm Costs remain subject to
Staff review.

iii)  Superstorm Sandy Deferred Costs

The Company’s annual electric revenue requirements provide for recovery of
incremental major storm costs (net of insurance proceeds received to date) incurred due
to Superstorm Sandy and charged to the major storm reserve of $81.4 million in each of
RY1 and RY?2 reflecting a three-year amortization of such costs. The commencement of
recovery of Superstorm Sandy costs in these proceedings is without prejudice to the final
amount of such costs that might ultimately be determined. The deferred amounts for
Superstorm Sandy Storm Costs remain subject to Staff review.

iv) Costs Chargeable to the Major Storm Reserve

Except as provided herein, the Company will continue its current accounting
practices respecting the identification of incremental non-capital major storm costs that
are charged to the major storm reserve.

Effective January 1, 2014, the Company will cease charging stores handling,
telecommunication and transportation (other than fuel) overheads to the major storm
reserve. This change will not apply to any major storm that has affected or does affect
the Company’s electric system prior to January 1, 2014.

Effective January 1, 2014, the Company is authorized to charge to the major
storm reserve up to $3.0 million per calendar year for costs incurred to obtain the
assistance of contractors and/or utility companies providing mutual assistance in
reasonable anticipation that a storm will affect its electric operations to the degree
meeting the criteria of a major storm as defined in 16 NYCRR Part 97 but which

ultimately does not do so.
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Effective January 1, 2014, the Company will begin excluding from costs
chargeable to the major storm reserve an amount equal to two (2) percent of the costs
incurred (net of insurance and other recoveries) due to the occurrence of a major storm
after that date.

Effective January 1, 2014, the Company will be able to charge costs against the
major storm reserve for a period up to 30 days following the date on which the Company
is able to serve all customers.

Effective January 1, 2014, following a major storm occurring after that date for
which the Company forecasts a period of more than thirty (30) days following the date on
which the Company is able to serve all customers to fully restore the system to normal
operation, the Company may file a petition with the Commission that will include: (i) a
plan for full system restoration, including restoration milestones (*“system restoration
plan”) and (ii) a request for authorization to defer costs incurred in accordance with the
system restoration plan beyond thirty (30) days following the date on which the Company
is able to serve all customers (i.e., the costs not automatically chargeable to the major
storm reserve) for later recovery from customers. Recovery of costs incurred subsequent
to that thirty-day period following the date on which the Company is able to serve all
customers will not be subject to the requirement that the costs be material under the
Commission’s guidelines for determining whether the deferral of costs will be authorized
(“materiality requirement”). Upon completion of the work necessary to restore the
system to normal, the Company may file with the Commission, in the proceeding
established to consider the Company’s deferral petition, an estimate of the total costs

incurred to restore the system to normal operation, broken out between costs during the
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period that they are chargeable to the major storm reserve and costs incurred during the
period that they are the subject of the deferral petition. Costs will be estimated where, for
example, costs are subject to final billings from vendors, contractors and utility
companies that provided mutual assistance. If the Company seeks recovery of costs
incurred during a time period that exceeds the originally forecasted period of time to
restore the system to normal operation (e.g., the Company’s system restoration plan
contemplated a 60-day period and restoration took 90 days), the Company will include
with its cost estimate filed with the Commission a demonstration that such extension was
in customers’ interests (e.g., more cost-effective) and/or was the result of extenuating
circumstances (e.g., circumstances not reasonably foreseeable when the system
restoration plan was developed, including for example, an intervening storm or other
event).

b. Steam
i)  Steam Superstorm Sandy Costs

The Company’s steam revenue requirements reflect recovery, over three years, of
approximately $7.0 million of incremental costs due to the effects of Superstorm Sandy
on the Company’s steam system. Such costs are the subject of a Company petition to
defer such costs that is pending before the Commission in Case 13-S-0195.** This
provision is without prejudice to the Commission’s determination in Case 13-S-0195 and
the associated revenues are subject to refund. The Company will defer for future
recovery from customers any amount by which the amount of costs approved for deferral

in Case 13-S-0195 exceeds the amount reflected in rates in these proceedings. Nothing in

#2 Case 13-5-0195, Petition of Consolidated Edison Company of New York, Inc for Authorization to Defer
Incremental Costs Associated with the Restoration of Steam Service Following Superstorm Sandy.
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this Proposal is intended to be nor should be construed to be prejudicial to any party’s
right to rehearing of and further challenge to the Commission’s determination on the
pending petition.

7. Non-Officer Management Variable Pay (Electric, Gas and Steam)

The electric, gas and steam revenue requirements reflect the amounts of expense
for the Company’s Non-Officer Management Variable Pay Program for each service by
Rate Year as shown on Appendices 8, 9, and 10. The Company will defer for future
credit to customers, the amount by which the actual expense by service in any Rate Year
is less than the amount shown on Appendices 8, 9, and 10 for that service for that Rate
Year.

The Company will reflect the changes to safety, reliability and customer service
performance metrics adopted within this Proposal in the Safety and Reliability and
Customer Service Index portions of the Management Variable Pay Plan.

When the Company undertakes a comparative study of its compensation/benefits
to support the next rate case, the Company will conduct the study so as to achieve at least
fifty (50) percent matching of positions, or more, to the extent practicable, in a blended
peer group of Utilities and New York Metropolitan employers and will describe the
process by which the Company matches its positions to the positions of the peer group
employers, including an explanation for the exclusion of any Company positions from the
analysis in the comparative study. The Company will meet with Staff to discuss the
composition of the peer group to be used in the study.

8. Workers Compensation Insurance (Electric, Gas and Steam)

The Company will defer for later credit to or recovery from customers, the full

amount by which changes to the New York State Workers Compensation insurance laws
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included in the 2013 — 2014 New York State Budget and related implementing
regulations of the Workers Compensation Board result in the Company’s workers
compensation insurance expense varying from the expense reflected in the revenue
requirements. The amount of any such deferral will be calculated separately for electric,
gas and steam.

9. ERRP Major Maintenance Cost Reserve (Electric)

The Company’s electric base rates reflect amounts for East River Repowering
Project (“ERRP”) Maintenance Costs of $7.159 million for RY1 and for RY2. To the
extent that over the term of the Electric Rate Plan, the Company incurs cumulative ERRP
Maintenance Costs more or less than the sum of the amounts provided in rates plus the
reserve available as of January 1, 2014, the Company will defer any variation on its
books of account for future recovery from or for credit to customers.

10. Other Transmission Revenues (Electric)

The Company’s revenue requirements include annual revenue targets for
Transmission Congestion Contracts (“TCC”) of $90.0 million; Transmission Service
Charges (“TSC”) of $7.0 million; and grandfathered transmission wheeling contracts
(“GTWC”) of $8.8 million as shown on Appendix 8. Annual variations between the
TCC, TSC and GTWC revenue targets and actual amounts will be passed back or
recovered as appropriate through the MAC.

11. Brownfield Tax Credits (Electric)

The Company’s electric revenue requirements do not reflect any New York State
tax benefits from Brownfield environmental tax credits. The Company will defer on its

books of account all Brownfield tax credits received for future credit to customers.
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12. NEIL Dividends (Electric)

The Company’s electric revenue requirements do not reflect any dividends the
Company might receive from the Company’s Nuclear Electric Insurance Limited
(“NEIL”) insurance policy. The Company will credit electric customers with any such
dividends received through the MAC.

13. Proceeds from the Sales of SO2 Allowances (Electric and Steam)

The Company’s electric and steam revenue requirements do not reflect any
proceeds from the sale of SO2 allowances that might be received. Any such proceeds that
are received will be deferred on the Company’s books of account for future credit to
customers. The allocation of such proceeds between steam and electric will continue to
be computed according to the method established in the Order Determining Revenue
Requirement And Rate Design, issued September 22, 2006, in Case 05-S-1376.

14. Adjustments for Competitive Services (Electric and Gas)

The Company will continue to reconcile competitive service charges in
accordance with current tariff provisions. Competitive service charges consist of the
supply-related and credit and collections-related components of the MFC, the credit and
collections component of the POR discount rate, the Billing and Payment Processing
Charge, and Metering Charges (electric only).

15. Pipeline Integrity Costs — New York Facilities Charges (Gas)

The New York Facilities Agreement is a joint operating agreement between Con
Edison and National Grid, which provides for the sharing of certain costs. Among the
costs to be shared are the costs that Con Edison and National Grid incur to comply with
federal requirements that require gas companies, like Con Edison and National Grid, to

develop and implement an integrity management program for their affected gas facilities
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using in-line inspection, hydro or pressure testing, or direct assessment. The Company's
projected share of National Grid's pipeline integrity costs are reflected in the gas rates for
RY1, RY2 and RY3, at estimated annual amounts of $583,000, $595,000, and $607,000,
respectively, as shown on Appendix 9. The Company will defer on its books of account,
for recovery from or credit to customers, the difference between payments made to
National Grid for pipeline integrity programs and the amount included in gas rates.

16. Research and Development Expense (Gas and Steam)

Research and Development (“R&D”) expenses reflected in the revenue
requirements for each of RY1, RY2 and RY 3 for gas and for steam are set forth in
Appendices 9 and 10 (“target levels™). In the event the Company’s actual R&D expenses
for gas or steam are less than the target level for a particular Rate Year, the Company will
defer on its books of account the amount of such under spending for future credit to
customers, subject to any such deferred amount being reduced by up to the amount of
actual expenditures in any and all subsequent Rate Years that exceeds the target level for
that Rate Year(s) by not more than 20 percent.*?

The Company has the flexibility over the term of the Gas Rate Plan and Steam
Rate Plan to modify the list, priority, nature and scope of the R&D projects to be

undertaken.

“* For example, if actual spending in RY1 is $300,000 below the target level, the Company will defer that
amount for future credit to customers. If the target level for RY2 is $1 million, and actual spending in RY2
is $1,150,000, the deferred credit will be reduced by the extra $150,000 spent. However, if the actual
spending in RY2 is $1,300,000, the deferred credit will be reduced only by $200,000. A separate, but
similar, reconciliation will be performed for RY3, up to the amount of any remaining deferred credit.
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17. Discontinued Reconciliations

a. Deferred Income Taxes — 263A (Electric, Gas and Steam)

The deferral of interest on differences between the actual deferred Section 263A
tax benefits that result from the Section 263A deduction under the Simplified Service
Cost Method and the amount allowed by the Internal Revenue Service (“IRS”) will cease
effective January 1, 2014. The underlying issue between the Company and the IRS
concerning the calculation of the amount of such tax deductions has been resolved and
the projections of income tax expense and deferred tax rate base reflected in the electric,
gas and steam revenue requirements under this Proposal reflect that resolution.

b. No. 4 and No. 6 Fuel Oil to Gas Conversions (Gas)

The deferral authorization established by the 2010 Gas Rate Order for firm
delivery revenues, O&M expenses and carrying costs (full return on investment and
depreciation) associated with changes in laws, rules and or regulations directly or
indirectly reducing the use of No. 4 and/or No. 6 fuel oil will cease effective January 1,
2014. Such revenues and costs have been forecasted in these proceedings and are
reflected in the gas revenue requirement in this Proposal.

C. Preferred Stock Redemption Savings

The deferral of the revenue requirement effect of savings, net of costs, resulting
from the Company having refunded all of its preferred stock in May 2012 will cease
effective January 1, 2014.** The refund of the preferred stock is reflected in the capital
structure and cost of capital underlying the electric, gas and steam revenue requirements

in this Proposal.

* Such deferral is required by the Commission’s Order Enhancing Financing Authority, issued January
20, 2012, in Case 08-M-1224.
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d. Capital Expenditures

The mechanisms under the 2010 Electric Rate Order and the 2010 Gas and Steam
Rate Order under which actual capital expenditures are compared to capital expenditure
targets are terminated under this Proposal.

18. Additional Reconciliation/Deferral Provisions

In addition to the foregoing reconciliation provisions (i.e., paragraphs E.1 through
E.16), along with all other provisions of this Proposal embodying the use of a
reconciliation and/or deferral accounting mechanism, all other applicable existing
reconciliations and/or deferral accounting will continue in effect through the term of
these Rate Plans and thereafter until modified or discontinued by the Commission, except
for those expressly identified in this Proposal for termination. Continuing reconciliation
and/or deferral accounting mechanisms include, but are not limited to, Financial
Accounting Standards (“FAS”) 109 taxes, Regional Greenhouse Gas Initiative (“RGGI”)
costs associated with Company-owned generation, System Benefits Charges, Energy
Efficiency Portfolio Standard charges, Demand Side Management (“DSM”) costs, MTA
taxes, New York Public Service Law §18-a regulatory assessment, the MSC/MAC,
MRA/GCF and FAC mechanisms, as well as the cost of the Low Income customer
charge discount (discussed below) as they may be applicable to electric, gas and/or
steam operations.

As of the time of this Proposal, through insurance and other recoveries, the
Company has recovered amounts in excess of costs and interest related to the Company’s
World Trade Center (“WTC”)-related capital costs that the Company has deferred, as set
forth in Appendix 4. The revenue requirements reflect the amortization of the over

recovery, over three years, by annual credits of $17.5 million for electric and $5.8 million
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for gas. The steam revenue requirement reflects the recovery over three years of $1.5
million for steam, or an annual amount of $0.5 million. The Company’s WTC-related
capital costs allocated to electric, gas and steam will continue to be deferred in
accordance with Case 08-E-0539, Case 06-G-1332, and Case 07-S-1315, respectively,
and be subject to interest at Con Edison’s allowed pretax Allowance for Funds Used
During Constriction rate of return. The Company will continue to seek recovery for all
future WTC costs from governmental agencies and insurance carriers. All recoveries will
be applied to reduce the deferred balance, except to the extent that the Company is
required to use insurance proceeds to reimburse government entities.

F. Additional Rate Provisions

1. Depreciation Rates and Reserves

a. Depreciation Rates (Electric, Gas and Steam)

The average services lives, net salvage factors and life tables used in calculating
the depreciation reserve and establishing the revenue requirements for electric, gas and
steam service are set forth in Appendix 11.

The average service lives, net salvage factors and life tables have been agreed to
for the purposes of this Proposal, but such agreement does not necessarily imply
endorsement of any methodology for determining any of them by any Signatory Party.

b. Electric Reserve Deficiency

With respect to electric, the amortizations of the book depreciation reserve
deficiency of approximately $10.8 million per year authorized by the Commission in
Case 07-E-0523 and approximately $6.4 million per year authorized by the Commission

in Case 09-E-0428 will cease as of the beginning of RY 1.
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C. Gas Net Salvage Caps

With respect to gas, the existing limitations (i.e., caps) on negative net salvage
costs that are chargeable to the gas depreciation reserve for both Steel Mains accounts
(transmission and distribution) and the Services account will cease. Correspondingly, gas
O&M rate allowances providing for negative net salvage costs above the amounts
chargeable to the gas depreciation reserve for those accounts will also cease. The
approach of capping the negative net salvage costs chargeable to the gas depreciation
reserve and providing an associated gas O&M rate allowance for negative net salvage
costs above the cap will continue for both Cast Iron Mains accounts (transmission and
distribution).

2. Interest on Deferred Costs

The Company is required to record on its books of account various credits and
debits that are to be charged or refunded to customers. Unless otherwise specified in this
Proposal or by Commission order, the Company will accrue interest on these book
amounts, net of federal and state income taxes, at the Other Customer-Provided Capital
Rate published by the Commission annually. FAS 109 and MTA tax deferrals are either
offset by other balance sheet items or reflected in the Company’s rate base and will not
be subject to interest.

3. Property Tax Refunds and Credits

a. Prospective Refunds and Credits

Property tax refunds allocated to electric, gas and/or steam that are not reflected in
the respective Rate Plans and that result from the Company's efforts, including credits
against tax payments or similar forms of tax reductions (intended to return or offset past

overcharges or payments determined to have been in excess of the property tax liability
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appropriate for Con Edison), will be deferred for future disposition, except for an amount
equal to fourteen (14) percent of the net refund or credit, which will be retained by the
Company. Incremental expenses incurred by the Company to achieve the property tax
refunds or credits will be offset against the refund or credit before any allocation of the
proceeds is calculated. The deferral and retention of property tax refunds and incentives
will be subject to an annual showing in a report to the Secretary by the Company of its
ongoing efforts to reduce its property tax burden, in March of each Rate Year.
Additionally, the Company is not relieved of the requirements of 16 NYCRR 889.3 with
respect to any refunds it receives.

b. New York City Property Tax Refund

On August 22, 2013, the Company notified the Commission, pursuant to 16
NYCRR § 89.3, of having received a property tax refund from the City of New York in
the amount of $140 million as a result of settlement following many years of litigation
concerning property taxes over many tax years.”> The settlement relates to property taxes
on electric and steam properties. In accordance with the property tax refund sharing
provisions under the 2010 Electric Rate Order and 2010 Steam Rate Order, the
Company’s filing requested that the refund less costs to achieve the refund be shared
eighty-six (86) percent to customers and fourteen (14) percent to the Company. On that
basis, customers would be entitled to approximately $119.9 million (approximately $85.0
million for electric and approximately $34.9 million for steam) and the Company would
retain approximately $19.5 million. Staff has reviewed the Company’s August 22, 2013

filing and has conducted discovery on it.

** Case 13-M-0376, Petition of Consolidated Edison Company of New York, Inc. for Approval of Proposed
Distribution of a Property Tax Refund.
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The settlement agreement between the Company and the City references a
Company commitment to pursue $140 million of Storm Resiliency Work on any
combination of the Company’s systems over a three-year period that commenced January
1, 2013. Staff advised the Company and the City that this element of the tax settlement
agreement raised concerns within the Department of Public Service. For example, the
Department was concerned that the settlement agreement could be read as an attempt to
limit the Commission’s authority to determine the application of these tax refund dollars.
The City and the Company advised, and confirm by executing this Proposal, the tax
settlement agreement was not intended to establish any limitations on the Commission’s
rights to act on tax refund petitions, and that the tax settlement agreement does not, nor is
it intended to, prescribe or restrict the manner in which the Commission may apply the
customers’ share of this tax refund or to prescribe the allocation of these tax refund
dollars to any specific cost(s) incurred by the Company in providing service to customers,
including any costs for “Storm Resiliency Work” as defined in the agreement.*

The Signatory Parties recommend that the Commission resolve Case 13-M-0376
in these proceedings consistent with the treatment of the refund in this Proposal. With
respect to electric, such treatment is to credit electric customers $28.33 million in each of
RY1 and RY?2 representing the electric customer share of the refund of $85.0 million
being amortized over three years. With respect to steam, such treatment is to credit steam
customers $11.63 million in each of RY1, RY2 and RY3 representing the steam customer

share of the refund of $34.9 million being amortized over three years. These credits to

¢ Although the tax settlement agreement references (at the City’s request) a Company commitment to
pursue $140 million of Storm Resiliency Work on any combination of the Company’s systems over a three-
year period that commenced January 1, 2013, the Company, at the time of agreement, already anticipated
making Storm Resiliency Work investments well in excess of that amount.
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customers would be accompanied by the Company retaining approximately $19.5
million.

4. Allocation of Common Expenses/Plant

During the term of the Rate Plans, common expenses and common plant will be
allocated according to the percentages reflected in the electric, gas and steam revenue
requirement calculations, as shown in Appendix 15. Should the Commission approve
different common allocation percentages for electric, gas and/or steam service prior to the
next base rate case for the electric, gas and/or steam businesses, the resulting annual
revenue requirement impacts will be deferred for future recovery from or credit to
customers.

S. Use of Corporate Name

Upon Commission adoption of this Proposal, the Company’s Standards of
Competitive Conduct are hereby amended in accordance with Appendix 26, which
provides that the Company will not allow any non-affiliate entity to use the name "Con
Edison," or trade names, trademarks, service marks or derivatives of the name "Con

Edison," subject to the exceptions stated in Appendix 26.

G. Revenue Allocation/Rate Design
1. Electric
a. Revenue Allocation

The allocation of the delivery revenue change for each Rate Year is explained in

detail in Appendix 20.*” The revenue allocation reflects among other things, that the

" Except as otherwise indicated herein and in Appendix 20, the allocation of the delivery revenue increase
is based on the Company’s Embedded Cost of Service (“ECOS”) study. The resulting revenue allocation
has been agreed to for the purposes of this Proposal, but such agreement does not necessarily imply
endorsement of the methodology or results of the ECOS study by any Signatory Party.
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NYPA class, solely as a result of this Proposal, will be assigned an additional $9,000,000
before adjusting for any rate change in RY1, and a further $9,000,000 before adjusting
for any rate change in RY2. The NYPA revenue allocation is not the result of the use of
any particular methodology or of a particular embedded cost of service study tolerance
band. The surplus/deficiency revenue adjustments allocable to NYPA and each of the
Con Edison classes in each Rate Year are shown on Tables 1 and 2 of Appendix 20. The
Company will also apply the net deficiency to surplus classes as shown on Table 1A of
Appendix 20.

The proposed base electric delivery rates in the Company’s next electric rate
filing will be premised upon an ECOS study using calendar year data that is no more than
two years prior to the calendar year in which the filing is made, i.e., if the Company files
at any time in 2015, the proposed rates will be premised upon a 2013 ECOS study year.

Following issuance of a Commission order in these proceedings, the Company
will continue discussions with interested parties with regard to whether any additional,
more current, data will further inform the next ECOS study and/or the proposed revenue
allocation. For its next electric rate filing, the Company will (i) re-evaluate its cost of
service methodologies related to how the Company classifies and allocates customer
costs and (ii) provide a more detailed explanation of supporting ECOS and rate design
work paper documentation, which will include a process flow chart (including a basic
explanation of the purpose of each file and cross-references of the underlying data
sources), a table of acronyms used, a table of contents and index of files. Following its
next electric rate filing, the Company will conduct, for interested parties, a walk-through

of the ECOS study and rate design underlying the proposed electric base delivery rates.
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b. Rate Design

This Proposal establishes new competitive and non-competitive electric delivery
service rates, including changes to provisions of the MAC. The rates implementing this
Proposal will be developed as set forth in Appendix 20.

C. Make-Whole Provision

The Company will recover shortfalls and refund over-collections that result from
the extension of the suspension period in Case 13-E-0030 through a "make-whole"
provision. The January and February revenue differences will be recovered or credited,
with interest, over ten (10) months (i.e., March 2014 through December 2014).

The revenue difference associated with Con Edison customers includes:

(a) differences associated with non-competitive transmission and
distribution revenue, which will be collected or credited through a
Delivery Revenue Surcharge over ten (10) months commencing March 1,
2014 and shown on the Statement of Delivery Revenue Surcharge, to be
described in General Information Section 26 of the Company’s electric
tariff;

(b) uncollectible expense differences associated with MAC and MSC
charges, which will be collected through the Adjustment Factor - MAC
and the MFC, respectively, over a one-month period; and

(c) differences associated with (i) competitive supply-related and
competitive credit and collection-related components of the MFC,
including purchased power working capital, (ii) revenues for Metering
Services charges, (iii) revenues for Billing and Payment Processing

charges, and (iv) the credit and collection-related component reflected in
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the discount rate under the Purchase of Receivables program, which will
be collected or credited through the next reconciliation of the Transition
Adjustment.

The revenue difference associated with NYPA will be recovered or credited, with
interest, as a fixed monetary amount billed monthly to NYPA and shown on the
Statement of PASNY Delivery Revenue Surcharge.

Allowed Pure Base Revenue through February 2014 will be based on targets set
in Case 09-E-0428. As described above, shortfalls resulting from the extension of the
suspension period will be collected through the Delivery Revenue Surcharge. Revenue
targets commencing March 1, 2014, will be based on revenue targets set in Case 13-E-
0030.

d. VTOU Rates

A new voluntary time of use (“VTOU”) rate (i.e., SC 1 Rate I1I) will be offered in
which the off-peak period will be midnight (12 a.m.) to 8 a.m. Customers that elect the
VTOU rate as retail access customers and then switch to full service must remain on the
VTOU rate as full service customers for one year from the date of the switch. Customers
that elect the VTOU rate as full-service customers must remain on the VTOU rate as full-
service customers for one year from the date of the switch.

The rate will include a “price” guarantee for full-service or retail access customers
registering a Plug-in Electric Vehicle (“PEV”) with the Company. The guarantee will
apply for a period of one year commencing with the first full billing cycle after the
customer registers the PEV with the Company. Under the price guarantee, the customer
will not pay more over the course of the one-year period than it would have paid under

the SC1 Rate | rates. This comparison will be made on a total bill basis for full service
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customers and on a delivery-only basis for retail access customers. The delivery-related
component of customer credits provided under the price guarantee will be recovered
through the RDM (from SC1 customers). The commodity-related component of such
customer credits will be recovered through the MAC.

The Company is conducting a pilot related to Electric Vehicle load in single-
family residential premises and will expand the program to up to 50 participants. The
pilot is focused on testing the usage of metering technology and an evaluation of
participants’ responsiveness to peak demand information. The Company will issue a
report evaluating the accuracy and usefulness of the metering technology and make a
proposal for next steps, as appropriate, by March 31, 2015.

The Company will propose a stand-alone PEV charger rate designed for
residential customers in its next rate filing. Such rate may be included in SC1, SC2, or
another SC.

Subject to any Commission action on the Storm Hardening and Resiliency
Collaborative and continuation of Working Group 2, the Company will propose for
discussion a pilot, and the basis for such pilot, that includes a time sensitive rate (that is
not limited to, or focused specifically on, PEVSs) as part of Working Group 2.

Customer charges for the existing SC1 VTOU rate (i.e., SC1 Rate Il) will remain
at the current level to minimize bill impacts for this class. SC1 Rate Il will be closed to
new applicants as of March 1, 2014.

e. SC9 Max Rate

Effective March 1, 2014, the SC9 Max Rate will not be applicable to new
customers. For existing customers, the SC9 Max Rate will be increased by 33 percent in

RY1 and 67 percent in RY2. This rate will be eliminated effective January 1, 2016.
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f. SC1 Special Provision D (Water Heating)

Effective March 1, 2014, this rate will not be extended to new applicants and will
terminate on the earlier of (i) the date on which all three remaining customers elect to
stop receiving service under this special provision, or (ii) December 31, 2023.

g. Standby Rates

The current provision for a 12.1 percent O&M charge for Standby Service will
remain unchanged during the term of the Electric Rate Plan.*

Contract Demand for service under Standby Rates may be set by the Company or
by the customer. The standby tariff requirement of final approval of the Contract
Demand by the Company for customers who install DG “ahead-of-the-meter” will remain
unchanged.”® For customers who install DG “behind-the-meter,” the Contract Demand
shall be as follows: (i) customers installing DG and taking service as of March 1, 2014 in
existing buildings that do not require an upgrade,”® may continue to set the Contract
Demand, subject to the penalty mechanism set forth in the standby tariff (including the
reset for exceeding the customer-selected Contract Demand), and Con Edison has no
authority to approve or modify the customer-set Contract Demand, and (ii) customers
who install DG in new construction or upgraded premises on or after March 1, 2014, may
continue to set the Contract Demand, but the Company will have authority to approve or

modify the Contract Demand to meet the customer’s maximum potential demand, and

¢ PSC No.10 - Electricity, Consolidated Edison Company of New York, Inc., 20.2.1(A)(2), Leaf 154.

* The Company has authority to approve or modify the Contract Demand for these customers. Id.,
20.4.3(B), Leaf 166.

%0 Upgrading existing service occurs when a standby customer requires additional electric service to meet a
higher load or increased capacity requirements regardless of the output of the customers’ generating
facility. Interconnection facilities and reinforcement necessary for the installation and operation of the DG
is not considered upgrading existing service.

*1 1d., 20.4.3, Leaf 163, 20.4.3(A)(1) and (3), Leaf 164.
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there will be no penalty to the customer for the customer exceeding the customer-selected
Contract Demand.

The Company has recently developed and made public a DG Guide for 2 to 20
MW (“Guide”). The Company will include a reference to the Guide in the electric, gas
and steam tariffs. When necessary and appropriate, and upon at least thirty (30) days'
notice to Staff, the Signatory Parties and to other potentially interested parties by means
of the Company’s Distributed Generation website,*” the Company may implement
changes to the Guide.

Nothing in this Proposal precludes any Signatory Party from proposing to the
Commission a generic proceeding to review the Commission’s standby rates policy. The
Signatory Parties agree to not oppose a proposal to undertake a generic standby rates
proceeding and reserve all rights to participate in such proceeding without limitation. If,
as a result of the generic proceeding the Commission directs a change in standby rates to
take effect before new base electric delivery rates are set, the Company will be permitted
at the time of any such rate changes to make rate adjustments to offset the revenue effect,
if any, of any changes to electric standby rates being less than the amount assumed in
setting rates.

h. Business Incentive Rate (“BIR”)
i) Current Allocations.

The Comprehensive Package Program under the BIR provides for 205 MW of

BIR power to be allocated to NYC and 40 MW to be allocated to Westchester. As of

*2 http://www.coned.com/dg/
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December 2013, 129.3 MW of NYC’s allocation and 19.2 MW of Westchester’s
allocation are unsubscribed.

i)  Changes to the BIR Program:

a. Expansion of Biomedical Research Facility Access.

1) Prior to 2010, Rider J included the allocation of
20 MW to biomedical research. As of April 1, 2010, Rider J included an allocation of 40
MW to biomedical research. Under this Proposal, the total allocation for biomedical
research is increased to 60 MW (subject to paragraph 2) below), with the additional 20
MW coming from NYC’s unsubscribed allocation.

2) If, during the term of the Electric Rate Plan, the
biomedical portion becomes fully subscribed and there are additional applicants with a
demonstrated need for biomedical research BIR, NYC will reallocate up to an additional
10 MWs of its unsubscribed allocation to biomedical research and the Company will file
tariff amendments to implement such allocation.

3) The Company’s compliance filing will reflect
changes to clarify Rider J.

iii) Recharge New York Allocations

NYC or Westchester may use participation in the Recharge New York
(“RNY™) program as a qualifying program under which it grants BIR benefits under the
“comprehensive package of economic incentives,” provided, however, that the BIR
allocation shall not extend beyond the period of the customer’s participation in the RNY

program.
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iv) NYC Superstorm Sandy Business Incentive Rate

Rider J will be expanded to include a NYC Superstorm Sandy program
with the aim of revitalizing small businesses and non-profit organizations in designated
areas affected by Superstorm Sandy as set forth below.

a) Scope. A “Superstorm Sandy BIR customer” will be
defined as a small business or non-profit organization in a Sandy affected area as
described below. Hotels, retail establishments and restaurants may be eligible for
a BIR discount only under the NYC Superstorm Sandy BIR program and not under

any other provision of Rider J.

b) Eligibility. The NYC Superstorm Sandy BIR
program is available to small retail businesses that have already received post-
Sandy support from one or more NYC-sponsored loan and grant programs funded
with Community Development Block Grant-Disaster Recovery funds in the
Company’s service territory and to small non-profit organizations that operate a
non-profit organization pursuant to section 501(c) of the Internal Revenue Code,
provided such business or non-profit organization: (i) employs fewer than ten
employees; (ii) is located in any of the following areas directly affected by
Superstorm Sandy:

1. Southern Manhattan (below Chambers Street

and the 100 year flood zones on the West and
East side of Manhattan up to 42nd Street);

2. East and South Shores of Staten Island from
approximately Fort Wadsworth to Totenville;
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3. Brooklyn-Queens Waterfront (coastal
neighborhoods from Sunset Park to Long Island
City);

4. Southern Brooklyn (Coney/Brighton Peninsula
plus inundated mainland areas, including
Gerritsen Beach, Sheepshead Bay and
Gravesend); or

5. South Queens (bay-lying areas, including Broad
Channel, Howard Beach, Old Howard Beach
and Hamilton Beach);

and (iii) is an existing SC 2 or SC 9 customer. The
applicant must provide documentation to NYC EDC demonstrating its eligibility,
and NYC EDC must certify the applicant’s eligibility to the Company.

c) Allocation. 5 MW shall come from NYC’s
unsubscribed allocation.

d) Application. A small business or non-profit customer
may apply for an allocation of Superstorm Sandy BIR as described above to
commence on or after March 1, 2014 for SC9 large commercial customers and on
or after July 1, 2014 for SC2 small commercial customers. Applications to
commence service under this component of the BIR Program will be accepted
through June 30, 2015.

f. Billing. The Company will modify its billing system to
accommodate SC2 NYC Superstorm Sandy BIR customers by July 1, 2014.

g. Term. The maximum term for a NYC Superstorm

Sandy BIR discount is three years.
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h. Maximum Discount. The maximum discount for NYC
Superstorm Sandy BIR customer is $50,000 over the customer’s term of service
(i.e., up to a maximum of three years).

i. Energy Audits. NYC Superstorm Sandy BIR customers
are exempt from obtaining an energy efficiency/audit survey as a prerequisite for
a BIR allocation.

I. Marginal Cost Study (MCOS)

The marginal cost study, originally submitted by the Company and subsequently
modified by Staff, forms the basis for the Excelsior Jobs Program and the BIR discounts
shown below:

SC2 - 36% (SC2 customers are eligible for a BIR
discount only under the NYC Superstorm Sandy Business
Incentive Rate described above).

SC9 -49%
SCO9TOD  -45%

J. Tariff Changes

In addition to the tariff changes required to implement various provisions of this
Proposal, a number of tariff changes will be made as summarized below. The specific
language of the changes will be shown on tariff leaves to be filed with the Commission.

1. Implement revenue neutral changes in SCs 2 and 9 that were
originally intended to commence April 1, 2014 pursuant to
Case 09-E-0428, concurrently with the commencement of rates
in this proceeding.

2. Phase out the demand reduction that has been available to
General — Large customers with electric space heating (SC9
Special Provision D);

3. Establish coincident demand billing in lieu of additive demand
billing for customer accounts with demands over 500 kW or
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10.

11.

12.

13.

greater if all meters on the account measure and record kW and
kVar interval data as part of the reactive power program;

Establish standby rates applicable to wholesale generators that
take distribution service for station use in SC9 and in P.S.C.
No. 12 — Electricity, based on a FERC decision;

Increase the amount of compensation payable for losses due to
power failures under General Rule 21.1 of the electric tariff;

Eliminate both the Schedule for Economic Development
Delivery Service, P.S.C. No. 11 — Electricity, and SC 15 -
Delivery Service to Governmental Agencies in P.S.C. No. 10;

Establish deadlines for applications for series metering (Riders
E and F);

Clarify how charges are prorated and adjustments are applied
to customer bills;

Amend Special Provision A of SC9 with respect to
redistribution of service under that SC to remove a prohibition
applicable only in certain areas of the service territory and
clarify that “tenants” occupying less than ten (10) percent of
the space served at low tension refers to “residential” tenants;

State that export of electric energy and power in accordance
with SC 11 — Buy-back must comply with Company protocols
if in excess of 1 MW in any hour and provide payment rate
information;

Change the reconciliation of the RDM Adjustment and
collection/refund periods to reflect a change in the rate year
from April through March to January through December. The
difference for the six-month period ending December will be
collected/refunded over the six months commencing February,
and the difference for the six-month period ending June will be
collected/refunded over the six months commencing August;

Update the percentages used for handling costs and for
corporate overheads in the definition of costs associated with
Special Services to reflect current costs;

Add reactive power demand charges to the definition of Pure
Base Revenue;
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14. Update the timeline for reactive power meter installations, as
indicated in the Company’s July 5, 2012 Plan update filed with
the Commission in Case No. 08-E-0751;

15. Revise the calculation of customers’ contribution to total
construction costs that exceed $2 million;

16. Update the Factor of Adjustment for Losses to reflect a 5-year
average loss factor of 5.9%;

17. Update some of the charges for Special Services at Stipulated
Rates;

18. Amend General Rule 5.2.4 to include the manner in which the
Company calculates Excess Distribution Facilities charges; and

19. Make housekeeping changes to various other provisions of the
Company’s electric rate schedules, including the elimination of
obsolete provisions.

2. Gas
a. Revenue Allocation

The allocation of the delivery revenue change for firm customers for each Rate
Year is explained in detail in Appendix 21.>* The surplus/deficiency revenue adjustments
allocable to each of the Con Edison classes in each Rate Year are shown in Table 2 in
Appendix 21. The proposed base gas delivery rates in the Company’s next gas rate filing
will be premised upon an ECOS study using calendar year data that is no more than two
years prior to the calendar year in which the filing is made, i.e., if the Company files at
any time in 2016, the proposed rates will be premised upon a 2014 ECOS study year.

For its next gas rate filing, the Company will re-evaluate its cost of service

methodologies related to how the Company classifies and allocates customer costs. In its

>3 Except as otherwise indicated herein and in Appendix 21, the allocation of the delivery revenue increase
is based on the Company’s Embedded Cost of Service (“ECOS”) study. The resulting revenue allocation
has been agreed to for the purposes of this Proposal, but such agreement does not necessarily imply
endorsement of the methodology or results of the ECOS study by any Signatory Party.

83



next gas rate filing, the Company will provide a more detailed explanation of supporting
ECOS and rate design work paper documentation, which will include a process flow
chart (including a basic explanation of the purpose of each file and cross-references of the
underlying data sources), a table of acronyms used, a table of contents and index of files.
Following its next gas rate filing, the Company will conduct, for interested parties, a
walk-through of the ECOS study and rate design underlying the proposed gas base
delivery rates.

b. Rate Design

This Proposal establishes new competitive and non-competitive gas delivery
service rates. The rates implementing this Proposal will be developed as set forth in
Appendix 21.

i)  Firm Delivery Rates:

1. Weather Normalization Adjustment: The definition
of normal heating degree days in General Information IX will be revised to reflect
a ten-year period.

2. Manufacturing Incentive Rate (“MIR”):
Applications will be accepted beginning January 1, 2014 and extending to
December 31, 2015. The end date to receive discounts under the MIR will be
extended to December 31, 2020 in order to allow customers to receive the full
five (5) years of rate reductions. Funding for this program will remain at $3.0
million. The Company will defer for future credit to customers the difference
between the actual discounts provided and $3.0 million. The existing tariff
language pertaining to Company’s ability to terminate discounts under this Rider

will remain.
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3. Millennium Fund: The Millennium Fund surcharge
shall be reduced from $0.0174 per dekatherm to $0.015 per dekatherm.

4. Make-Whole Provision:

The Company will recover or refund any revenue under-
collections or over-collections, respectively that result from the extension of the
suspension period in Case 13-G-0031 through a "make-whole" provision. The
January and February 2014 revenue over- or under-collections, will be refunded
or recovered, with interest, over nine months, April 2014 through December
2014, except as otherwise discussed below:

(a) for classes subject to the RDM, over- or under-
collection of delivery revenues will be refunded or recovered through an interim
RDM adjustment over nine months beginning in April 2014. This interim
adjustment will be determined by customer group by comparing the allowed
revenues for January and February 2014 using the January and February RPC
factors embedded in the third rate year annual RPC factors set in Case 09-G-0795
to the allowed revenues using the RPC factors for January and February 2014
embedded in the RY1 annual RPC factors set in this proceeding, Case 13-G-0031.
This variation will be refunded or recovered through separate per therm
adjustments applicable to each customer group over the nine months beginning
April 2014. At least one week prior to the Company’s filing of this adjustment,
the Company will provide Staff support for the underlying surcharge or credit

adjustment;
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(b) for classes not subject to the RDM, over- or
under-collection of delivery revenues will be refunded or recovered through class-
specific per therm adjustments over nine months commencing April;

(c) uncollectible expense under- or over-collection
associated with MRA charges will be reconciled through the MRA for full service
and transportation customers, as applicable, over a one-month period;

(d) Billing and Payment Processing charge under-
and over- collections will be reconciled through the transition adjustment for
competitive services included in the MRA for full service and transportation
customers, as applicable, over a one-month period;

(e) uncollectible expense under- or over-collection
associated with GCF charges will be reconciled through the MFC over a one-
month period; and

(F) revenue under- or over-collection associated
with (i) competitive supply-related and competitive credit and collection-related
components of the MFC, including gas in storage working capital, and (ii) the
credit and collection-related component reflected in the discount rate under the
Purchase of Receivables program, will be reconciled through each component’s
respective annual reconciliation.

i) Interruptible Delivery Rates:
The interruptible rate provisions are modified as follows:
a. SC12 Rate 1:
Rate 1 rates will continue to be set each month based upon market conditions and

will consist of a block rate design with a monthly minimum charge. The monthly
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minimum charge for 3 therms will be set at $100 and will be phased-in in equal
increments over the three Rate Years. The second, third and fourth rate blocks will cover
the next 247 therms, the next 4,750 therms and usage greater than 5,000 therms,
respectively.

The four priorities of service (Priority AB, Priority C, Priority D and Priority E)
will be eliminated and replaced with a single blocked rate structure for each of the three
customer categories, residential, non-residential and non-residential petroleum business
tax (“PBT”) exempt. The annual revenue reconciliation for sales customers will continue
to be performed on a total bill basis.

b. SC12 Rate 2:

Rate 2 rates will be set at 8.0 cents per therm for one, two and three year
contracts. The existing 1.0 cent per therm reduction for usage in excess of 500,000
therms per month will be retained. Existing customers will be charged the new rate after
the expiration of their current contract term.

The provisions related to the prepayment for facilities will be modified to take
into account the Rate 2 customer’s guaranteed minimum bill delivery revenues in
determining a Rate 2 applicant’s cost responsibility. This guaranteed minimum bill
delivery revenue for the period of the contract term will be used to offset the customer’s
cost responsibility for required facilities and thereby determine the applicant’s required
cost contribution.

C. Tariff and Operating Manual Changes

In addition to the tariff changes required to implement various provisions of this
Proposal, a number of tariff changes will be made as summarized below. The specific

language of the changes will be shown on tariff leaves to be filed with the Commission.
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10.

The reconciliation period for the Gas Facilities Cost Credit will be
changed from a monthly period to a twelve-month period;

The calculation of the gas factor of adjustment and line loss
incentive/penalty included in the Annual Surcharge or Refund
Adjustment will be modified as discussed in section B.2.d. above;

Rider G (Empire Zone) eligibility requirements will be modified to
recognize that the Rider is closed to new applicants due to the State
no longer accepting applications for the Empire Zones program;

The definition of costs associated with Special Services Performed
by the Company in General Information Section IV will be
updated to reflect current costs and corporate overheads;

Customer groups subject to the Revenue Decoupling Mechanism
will be modified to include customers who convert to firm gas
service from No. 4 or No. 6 fuel oil,

The Company’s cost responsibilities associated with main and
service line extensions will be modified to allow 100 feet for each
firm gas applicant on a common main (in lieu of “up to” 100 feet,
i.e., 100 feet multiplied by the number of applicants) who agree to
connect at the same time;

The Company’s cost responsibilities associated with main and
service line extensions for multi-dwelling units having separately
metered apartments taking gas service for heating will be for 100
feet per separately metered unit;

Tariff language will be changed consistent with Commission
regulations to allow for refunds to both customers paying for a line
extension via a surcharge as well as customers making upfront
contributions to the cost of extension;

The Gas Sales and Transportation Operating Procedures Manual
will be modified to extend the notice given to interruptible
customers to curtail the use of gas to 8 hours, and to the maximum
extent practicable, for such notice to be provided during business
hours;

Change the reconciliation of the RDM Adjustment and
collection/refund periods to reflect a change in the rate year from
October through September to January through December. The
difference for the twelve-month period ending December will be
collected/refunded over the eleven months commencing February;
and
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11. Housekeeping changes will be made to various other provisions of
its gas rate schedule, including the elimination of obsolete
provisions.*

d. Transportation Balancing for Power Generators.

Changes to the gas balancing provisions applicable to power generators, effective
March 1, 2014, are set forth in Appendix 24.

3. Steam
a. Revenue Allocation and Rate Design

A zero revenue increase for each Rate Year results in no change in the overall
pure base revenue for each service class. No revenue realignment will be performed for
any Rate Year since the Company’s 2011 ECOS study indicates that the rate of return for
all services classes are within the + 10% tolerance band around the total system average
rate of return.

“Present Rates” are the rates that became effective October 1, 2013 after
removing the “Levelizing Adjustment” as directed by the Commission in its September
22, 2010 Order in Case 09-S-0974. Except for the usage charges, the other charges for
each service class (i.e., customer charge, demand charge, and contract demand charge)
will be equal to those “Present Rate” charges effective October 1, 2013. The “Present
Rate” usage charges for each service class effective October 1, 2013 will be decreased to
reflect the $2.700 per MIb decrease in the current $10.049 per MIb base cost of fuel.

In its next steam rate filing, the Company will provide a more detailed

explanation of supporting ECOS and rate design work paper documentation, which will

* The Company will amend its pending tariff filing in Case 13-G-0186, which proposes to eliminate the
Temperature Control (“TC”) option for all interruptible customers. The Company will instead propose to
eliminate the TC option for new interruptible customers and allow existing TC customers to continue
utilizing the TC option. Once the Company amends its tariff filing, the City agrees to withdraw its
opposition to the Company’s filing.

89



include a process flow chart (including a basic explanation of the purpose of each file and
cross-references of the underlying data sources), a table of acronyms used, a table of
contents and index of files.

b. Make-Whole Provision

The Company will recover or refund any revenue under-collections or over-
collections, respectively, that result from the extension of the suspension period in Case
13-S-0032 through a “make-whole provision.” Any revenue over- or under-collections
will be refunded or recovered, with interest, over nine months, April 2014 through
December 2014.

C. Tariff Changes

In addition to the tariff changes required to implement various provisions of this
Proposal, a number of tariff changes will be made as summarized below.

1. The Company will extend the period for accepting
applications from SC2 and SC3 customers installing a new or replacement steam
air-conditioning system under the current air-conditioning incentive program
described in Special Provisions D and E through December 31, 2016;

2. The Company will update the charges in the steam rate
tariff Section 4 “Special Services Performed by the Company for Customers for a
Charge” (Leaves 39, 40, 41) as set forth in Exhibit 738 in these proceedings;

3. The Company will update steam rate tariff Section 3.3
“General Rules, Regulations, Terms and Conditions under Which Steam Service
Will Be Supplied, Applicable to and Made a Part of All Agreements for Steam
Service, Customer’s Piping and Equipment” (Leaf 20), to identify the customer’s
obligation to document that its own piping and equipment are compliant with the
NYC Codes and Regulations;

4, The Company will update tariff Leaf 51 to reflect the
revised Base Cost of Fuel as discussed in section B.3.c above;

5. The Company will make housekeeping and other minor
changes to various other provisions of its steam rate schedule such as
summarizing riders applicable to each SC on one leaf, and updating Rider G to
conform to its applicable filed SC rate.
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4. Other
a. BPP Credit for Electronic Billing Customers

The Company will evaluate whether there are cost savings related to customers
who agree to electronic billing. Based on that evaluation, the Company will determine
whether a credit to the Billing & Payment Processing (“BPP”) component is warranted
and, if so, the appropriate amount of such a credit. If warranted, the Company will make
a filing with the Commission by September 30, 2014 proposing a credit to the BPP
component. The Signatory Parties agree that the Company should recover any
incremental implementation costs associated with a BPP credit. Any information
provided to customers with respect to electronic billing will include information
regarding a credit if it is established.

H. Performance Metrics

Performance metrics designed to measure various activities that are applicable to
the Company’s Electric, Gas, Steam and Customer Service Operations, and assess
negative rate adjustments where performance targets are not met, are set forth in
Appendices 16, 17, 18 and 19.

l. Customer Service/Retail Access Issues

1. Outreach and Education

a. Customer Outreach and Education

Con Edison will continue to develop and implement outreach and education
activities, programs and materials that will aid its customers in understanding their rights
and responsibilities as utility customers. The Company will continue to survey its
customers and to include appropriate questions in the surveys to evaluate its customer

outreach program and identify areas where its outreach efforts could be further
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strengthened or improved. The Company will file a summary and assessment of its
customer education efforts with the Secretary by September 30 of each Rate Year.

b. Email and Cell Numbers

The Company will continue to focus on and develop additional outreach efforts to
assist in the collection of customer cell phone numbers and email addresses. With
respect to its storm/outage related communications, the Company will continue to utilize
blast emails that communicate safety and preparedness information prior to forecasted
storms and heat events, and will develop opt-in text messages to provide customers with
updated information during storms and other events.

C. Natural Gas Expansion

The Company will continue to provide increased natural gas-related outreach and
education, including attending community events and providing robust website
information that details, among other things, the process for converting to natural gas.
The Company will increase education through social media, and continue to meet
routinely with the City’s Clean Heat marketing team, the Real Estate Board, plumbing
and contracting communities, and individual buildings.

d. VTOU Efforts

The Company will include information related to its new VTOU rate on the
coned.com website and in its Customer News bill insert. The Company will update its
VTOU brochure and educate its employees to serve as advisors to customers who are
interested in the rate. The Company will develop an online time-of-use calculator, which
is intended to assist customers in deciding whether or not the new VTOU rate will benefit
them within sixty (60) days of the issuance of an Order adopting this Proposal. The

calculator will replace the existing time-of-use quiz on the Company’s coned.com/tou
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webpage. The Company will also work with organizations such as the Greater New York
Automobile Dealers Association and individual dealers in the Con Edison service
territory in an attempt to obtain their assistance with educating new EV buyers about
VTOU rates.

The Company will provide the following VTOU information to residential
customers after service initiation: information on the new VTOU rate; where to find
additional information (including a link to the calculator); and how to apply for the new
VTOU rate.

Finally, the Company will provide written notification to existing SC1 VTOU
customers of the availability of the new VTOU rate.

2. Billing

a. Capacity Billing for MHP Customers

Con Edison will take steps to change its method of calculating capacity charges
for Mandatory Hourly Pricing (“MHP”) customers from a calculation based on each
customer’s peak demand to a calculation based on each customer’s installed capacity
(“ICAP™) Tags. Because of significant system modifications needed to implement such a
change, the Company will begin training efforts to provide information on the new
method to affected customers in the spring of 2015, for implementation in the spring of
2016.

b. Billing Working Group

Within sixty (60) days of the Commission’s issuance of an order adopting this

Proposal, the Company will initiate discussions with interested parties and work in good

faith to:
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1) address concerns raised in this proceeding related to the
Company’s billing of large customer accounts;

2) for large customer accounts, evaluate whether the
Company can reasonably modify its system so that a customer can automatically
see a new account number, under the customer’s existing login, when the
Company changes an account due to reading efficiency (e.g., switching to a new
trip number);

3) for large customer accounts, evaluate whether the Company
can reasonably use its on-line platform to communicate certain information to the
customer, such as i) information about a delayed billing, and ii) both old and new
account numbers when an account number is changed; and

4) for aggregate billing data, evaluate whether the Company
can reasonably modify its billing system to identify and sort data by building
block and lot number, and, if so, whether the information should be provided at
the standard tariff charge included in General Rule 17.5 or as a premium service
with a higher charge to reflect the need for manual preparation of reports.

3. MHP

a. Customer Training

The Company will continue its MHP training efforts for both existing and new

MHP customers and will continue to provide customers with information to assist them

in better managing their energy usage and cost. The Company will continue to offer live

seminars to provide information on hourly pricing and will incorporate in its seminars

customer testimonials and simulations that demonstrate how shifts in a customer’s energy

usage towards off peak days/times have a direct benefit in lowering customer energy
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supply charges. The live seminars will also continue to focus on energy efficiency,
distributed generation, and demand response. The Company will also archive on the
Company’s website webcasts/videos of outreach workshops. The Company will conduct
a survey in 2014 of existing MHP customers to solicit feedback on ways to make the
Company’s energy management software package more appealing and useful to
customers.

b. MHP Expansion

The Company will file a proposal to expand its MHP program to include
customers with demands over 300 kW within twelve (12) months after the completion of
reactive power meter installation. Such proposal will include an evaluation of the
existing MHP program and may propose a phase-in or other staged approach of any MHP
expansion. The Signatory Parties agree that the proposed electric delivery rates do not
reflect any costs for the expansion of MHP and the Company should therefore receive
full recovery of the incremental costs of any MHP expansion that the Commission may
approve or direct.

4. Same Day Electric Service Reconnections

a. Weekday same-day reconnections

The Company will attempt same day electric service reconnection for residential
electric customers whose service was disconnected for non-payment at the meter and who
become eligible for reconnection by 5:00 p.m. Monday-Friday (e.g., by making
payment). This process does not include customers where the meter was removed or
service was cut in the street. The Company will endeavor to restore service to such

customers on the same day, to the extent practicable.
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b. Reporting

The Company will file a report on residential same-day reconnections for each
calendar quarter (the “reporting period”). Each report will be filed with the Secretary,
with copies by email to interested parties, within thirty (30) days after the end of each
reporting period. The report will indicate the number of residential electric customer
reconnections issued by 5:00 p.m. Monday-Friday and the number of same-day
reconnections attempts made to such customers.

5. Distributed Generation

The Company will pay the cost of purchasing and installing fault current
mitigation technology where an over-duty circuit breaker condition exists or will exist
with the addition of distributed generation (“DG”) to Con Edison’s system up to a total of
$3 million annually. The Company would cover the cost of only the least expensive,
effective fault current mitigation device. The Company would be responsible for
replacing this device when still needed due to an over-duty circuit breaker condition,
including replacements needed as a result of a blown fuse, age, and regular wear and tear,
unless the Company can demonstrate that the equipment damage is based on the actions
or equipment of DG operations. If over-duty breaker conditions no longer exist and the
fault current mitigation device is no longer working, the Company would not be required
to replace this device. The Company’s incremental costs related to the purchase and
installation of fault current mitigation technology will be deferred for recovery from

customers.
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The Company considers non-wires alternatives® in its planning process generally
as follows. The Company includes DG greater than 2 MW (after evaluation for
reliability) in its Ten-Year Load Relief Program planning process for substations. In
addition, the Company plans its regional Distribution Engineering work based on an
approximately 24-month time frame to allow consideration of customer-sited projects,
like DG, with a longer lead-time (the Company had formerly planned work on a regional
level on a six-month horizon).

The New York State Energy Research and Development Authority
(“NYSERDA?) is developing a report on microgrids. That report is expected to be
completed in the spring of 2014. Within six (6) months of the issuance of the
NYSERDA report, the Company will file with the Commission an implementation plan.
The Company’s plan will be subject to feasibility, cost-effectiveness, and recovery of
incremental costs as determined by the Commission. In connection with its development
of the implementation plan, the Company will convene a collaborative to consider
whether the single customer limitation in the offset tariff>® should be eliminated in order
to expand the offset tariff to multiple customers seeking to offset the output of a DG
facility against the customers’ usage.

6. Retail Access Matters

a. Online Historic Bill Calculator

The Company will develop, in consultation with Staff and interested parties, an

online historic bill calculator that would allow retail access customers to perform a

% “Non-wires alternatives” refer to customer-sited Energy Efficiency measures, Demand Response
measures, and DG.

% PSC No. 10 —Electricity, Consolidated Edison Company of New York, Inc. 20.2.1(B)(8)(1).
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historical comparison of their prior year’s ESCO bill compared to what they would have
paid that year as a full service Con Edison customer. The calculator web page will
include an explanation and disclaimers with respect to the comparison of ESCO pricing
to utility pricing, and other items as necessary, that will be agreed to by Staff and the
Company. The Company will make the calculator available to parties not less than ten
(10) days prior to implementation. The Company will develop and implement the
calculator as soon as practicable but no later than December 31, 2014.

b. NYISO Settlement

As part of its NYISO reconciliation system upgrade, the Company will modify its
reconciliation method to be based on time-differentiated usage for non-interval metered
customers taking service under a time of use rate. The Company expects that this
upgrade will be complete by December 31, 2015.

C. ESCO Service Portability

The Company will begin working with energy service companies (“ESCOs”) on
enhancing ESCO service portability for residential customers within sixty (60) days of a
Commission order adopting this Proposal. The Company will implement enhanced
ESCO service portability for residential customers no later than December 31, 2014.

7. Steam Outage Enhanced Customer Protections

Following a storm event, the Company will suspend credit and collection
activities, as well as the imposition of late payment charges, for a seven-day period for
customers that the Company knows or reasonably believes experienced a steam service
outage that exceeds five days.

As determined by an order of the Commission following a storm event that the

federal government or New York State government declares to be an emergency (e.g., a
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declaration is made by FEMA that a region is eligible for individual and public assistance
after a storm), the Company will suspend credit and collection activity and the imposition
of late payment charges for a fourteen day period for customers that experience a steam
service outage that exceeds five days.

In each of the foregoing circumstances, the Company may continue to issue
service termination notices and accept security deposits, where appropriate.

As determined by an order of the Commission following a storm event that the
federal government or New York State government declares to be an emergency (e.g., a
declaration is made by FEMA that a region is eligible for individual and public assistance
after a storm), the Company will provide a credit to the customer charge for customers
that experience a steam service outage that exceeds five days. The credit will be equal to
the daily value of the customer charge (i.e., customer charge for the customer’s SC
divided by 30) multiplied by the number of days that steam service was not available
from the Company.® Credits to customers will be issued within 75 days following
service restoration. The Company will not seek recovery of credits issued in the above
circumstance.

The above enhanced customer protections will not apply to Steam accounts where
(i) the customer experienced a steam service outage of five days or less; or (ii) the
customer was not taking steam service prior to the interruption of steam service by the

Company (e.g., a seasonal customer).

*" In no event will a customer get a credit for any day(s) following the Company’s ability to resume steam
service. For example, if the Company interrupts steam service for seven days following the storm event,
but the customer is not able to take steam service until day ten following the storm, the customer will be
entitled to a customer charge credit for seven days.
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J. Electric and Gas Low Income Programs

The Company’s Gas and Electric Low Income Programs consist of two
components. First, during the term of the Electric Rate Plan and the Gas Rate Plan, and
continuing thereafter unless and until changed by the Commission, the Company will
provide a discount on certain rates and charges, depending on the program, to eligible and
enrolled low income residential customers. Second, for this term of the Electric Rate
Plan and the Gas Rate Plan, the Company will have a waiver of reconnection fee
program.

1. Customer Enrollment

Qualifying Customers may enroll or be enrolled in the Low Income Program as
follows:

First, the Company will continue its existing enrollment procedure for Utility
Guarantee (“UG”) and Direct Vendor (“DV”) customers by the New York City Human
Resources Administration (“HRA”) or the Westchester County Department of Social
Services (“DSS”) (the “Agencies”). The Agencies can utilize a Company web
application or submit a paper application to enroll a customer on UG or DV. Upon
receipt of the electronic or paper application, the Company will update its customer
records to indicate that the customer is enrolled in the Low Income Program.

Second, the Company will continue its existing enrollment procedure for Home
Energy Assistance Program (“HEAP”) recipients whereby the Company enrolls a
customer when it receives payment associated with a HEAP grant.

Third, the Company will continue its existing procedure to enroll individual
customers upon (a) individual customer application with appropriate documentation

and/or (b) receipt of notification from the Agencies of eligibility through any qualifying
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program. In these cases, the Company will manually update its customer records to
indicate that the customer is enrolled in the Low Income Program.

Finally, in April and October, the Company will initiate a semi-annual
reconciliation of Company and Agency records by providing the agencies with files for
the agencies to compare and advise as to whether the customer(s) qualify for the
program.”® By each June and December during the Electric and Gas Rate Plans, the
Agencies shall provide the results of a reconciliation of (a) HRA and DSS records of
recipients of benefits under Qualifying Programs for which they maintain records with
(b) records provided by Con Edison of all SC1 electric residential customers and SC1 and
SC3 gas residential customers.

For purposes of this procedure, reconciliation means that each Agency will, in a
manner agreed upon by the Company and the Agency, identify those customers on the
list provided by the Company that are then participating in any of the Qualifying
Programs, except Supplemental Security Income (“SSI”). The Company will notify the
parties if the reconciliation has not been completed by June and December, respectively.
The Company will take prompt action to enroll or de-enroll customers on the basis of the
data provided by the Agencies within thirty (30) days after receiving the data from the
Agencies, including data received after the due date.

If the reconciliation with either or both Agencies is not completed within the time
frame noted above, or the Company concludes at any time that the annual reconciliation
process is impracticable, or one or both of the Agencies impose conditions on the process

that impose on Con Edison more than de minimis additional administrative costs, the

%% The Company will initiate the first semi-annual reconciliation for these Rate Plans in January 2014.
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Company will notify the parties of this circumstance. The Company, Staff, UIU, NYC
and Westchester will work to develop, to the extent necessary, an alternative means to
efficiently and effectively identify and enroll Qualifying Customers. If an alternative
method is developed, the Company will notify all the parties that an alternative method
will be used and will explain the mechanics of the alternative method.

a. Electric Customer Qualification

To qualify for the Electric Low Income Program (“Electric Qualifying
Customers”), a Rate | SC1 customer must (a) be enrolled in the DV or UG Program; or
(b) be receiving benefits under any of the following governmental assistance programs:
SSI, Temporary Assistance to Needy Persons/Families, Safety Net Assistance,
Supplemental Nutrition Assistance Program; or (c) have received a HEAP grant in the
preceding twelve (12) months (“Qualifying Programs™). Customers participating in the
Company’s current electric low income program at the time this Electric Rate Plan
becomes effective will not be required to re-enroll in the Low Income Program described
herein.

b. Gas Customer Quialifications

To qualify for the Low Income Program ("Gas Qualifying Customers"), an SC1
or SC3 customer must (a) be enrolled in the DV or UG Program; or (b) be receiving
benefits under any of the following governmental assistance programs: SSI, Temporary
Assistance to Needy Persons/Families, Safety Net Assistance, Medicaid, or Supplemental
Nutrition Assistance Program; or (c) have received a HEAP grant in the preceding twelve
(12) months (“Qualifying Programs”). Customers participating in the Company’s current
gas low income program at the time this Gas Rate Plan becomes effective will not be

required to re-enroll in the Low Income Program described herein.
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2. Electric Low Income Discount Program

Effective January 1, 2014, customers enrolling in the Electric Low Income
Program and continuing participants will receive a $9.50 discount from the otherwise
applicable customer charge. Except as provided below, the $9.50 discount will remain in
effect for the duration of the Electric Low Income Program. The target cost of the
discount component of the Low Income Program for the term of the Electric Rate Plan is
$95 million.

No change will be made to the low income customer charge discount for the
following Rate Year if the Company estimates for the current Rate Year, based on data
through September of the current Rate Year (reported according to the data reporting
requirements stated below), that the annual cost of the customer charge discounts is
within ten (10) percent of $47.5 million (i.e., between $42.8 million and $52.2 million).

The low income customer charge discount will be adjusted for RY 2 if the
Company estimates, based on data through September of RY 1 (reported according to the
reporting requirements stated below), that the one-year cost of the customer charge
discounts differs by more than ten (10) percent of $47.5 million. In that case, the
Company will make a compliance filing with the Commission thirty (30) days prior to the
commencement of RY 2 to increase or decrease the low income discount for the
following Rate Year, as applicable, by up to $0.50.>° The amount of the adjustment(s)
will be designed so that the total projected cost of the customer charge discount
component of the Electric Low Income Program remains as close to the annual target cost

plus/minus the ten percent tolerance band (i.e., $42.8 million or $52.2 million) as is

% The maximum/minimum discount in RY2 would be $10.00/$9.00, respectively.
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practicable. However, the Signatory Parties recognize that the variation in the number of
customers could result in the total cost of the Electric Low Income Program rate discount
being more or less, notwithstanding an adjustment of up to $0.50 in RY2.

If at least four (4) months prior to RY2, the Company estimates that the sum of
(a) the aggregate actual electric low income discounts will exceed or be less than the $95
million target by more than twenty (20) percent (i.e., more than $114 million or less than
$76 million) over the term of this Electric Rate Plan, the Company will notify Staff and
interested parties of such estimate and convene a meeting of the parties to discuss
whether any action should be taken other than to implement the $0.50 adjustment. It is
the intention of the Signatory Parties to conclude such discussion in time to enable one or
more parties, either individually or collectively, to propose to the Commission that the
Electric Low Income Program be modified effective on the commencement of the
upcoming Rate Year.

3. Gas Low Income Discount Program

SC1 customers participating in the Gas Low Income Program on and after
January 1, 2014 will continue to receive a $1.50 discount on their monthly minimum
charge. SC1 low income customers will pay the same volumetric charges as non-low
income SC1 customers. Accordingly, the rates reflect approximately $2.5 million as the
annual cost for this aspect of the Gas Low Income Program.

SC3 customers participating in the Gas Low Income Program on and after
January 1, 2014 will receive a discount of $0.4880 per therm for usage in the 4-90 therm
block. SC3 low income customers will receive a $7.25 discount on their monthly
minimum charge. Accordingly, the rates reflect approximately $8.4 million as the annual

cost for this aspect of the Gas Low Income Program.
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4. Common Provisions

a. Qualifying Customers

At any time during the terms of the Electric and Gas Rate Plans, the actual
number of customers participating in the Low Income Programs may be more or less than
the estimated numbers of customers assumed for purposes of establishing the discount
targets. All Electric and Gas Qualifying Customers, without limit, will be accepted into
the program.

b. Reconnection Fee Waivers

Effective January 1, 2014, the Company will waive its electric service
reconnection fee no more than one time per customer during the term of the Electric Rate
Plan and will waive its gas service reconnection fee no more than one time per customer
during the term of the Gas Rate Plan for customers participating in the Low Income
Program. The target cost of the reconnection fee waiver component is $1.0 million over
the term of the Electric Rate Plan and $225,000 over the term of the Gas Rate Plan.®°
The Company may grant waivers to individual customers more than once, on a case-by-
case basis and for good cause shown, provided that the Company does not forecast that it
will exceed the program target for each of the Rate Plans.

If the Company forecasts, based on the quarterly reported data from at least the
first six (6) months of a Rate Year, that the program target will be exceeded over the term
of either Rate Plan, the Company will be permitted to make a compliance filing of tariff
amendments, on not less than thirty (30) days’ notice, which, over the course of the term

of the Rate Plan, limit the waiver to no less than fifty (50) percent of the total

% |1f the Company does not file to increase rates to become effective after the expiration of either the
Electric or Gas Rate Plans, then the reconnection fee waiver program would continue with annual caps of
$500,000 and $75,000, respectively.
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reconnection fee, so that the estimated cost of waived reconnection fees does not exceed
the total projected cost for the Rate Plan. If the fee waiver is not reduced by the
maximum amount by any single filing, the Company may make compliance filings for
additional reductions. The Company’s tariff leaves will state that each fee waiver
program will end once the cost of these programs equals the targeted cost for each of the
Rate Plans ($1.0 million for the Electric Rate Plan and $225,000 for the Gas Rate Plan).
The Company will notify the parties if it projects that either program limit will be
reached during the term of the Electric or Gas Rate Plans.

C. Cost Recovery

For RY1 of the Electric and Gas Rate Plans, the rates for all customer classes
have been designed to recover the cost of providing the discounts discussed above. The
Company will contribute up to an additional $50,000 in 2014, 2015 and 2016 towards the
Agencies’ mailing costs, not recovered in rates, to facilitate the semi-annual
reconciliation. The Company will defer for future recovery amounts in excess of
$50,000, but not greater than $100,000, that are incurred by the Agencies as part of the
semi-annual reconciliation. The Company’s contribution will be applied first to the
Agencies’ actual mailing costs. The Agencies will absorb their respective costs, if any, in
excess of the aggregate $100,000 provided herein.

i)  Electric

All under- and over-recoveries associated with the customer charge discounts, the
waiver of reconnection fees, and $50,000 for the Agencies’ administrative costs will be
reconciled through the RDM from all customers subject to the RDM for the Electric Low
Income Program. If the Electric Low Income Program continues beyond the term of the

Electric Rate Plan, but the RDM as currently structured does not, continuation of the Low
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Income Program will be contingent upon the implementation of an equivalent mechanism
that provides for full reconciliation of the low income customer charges/discounts.
i) Gas

The Company will recover from or credit to all firm customers, through the MRA,
any difference between the actual amount of discounts provided to customers during any
Rate Year and the approximately $10.9 million of discounts assumed for purposes of
designing gas rates under this Gas Rate Plan. Any reconnection fees waived will be
recovered through the MRA at the end of each Rate Year. Appendix 21 provides a
detailed explanation of the low income reconciliation through the MRA.

d. Reporting Requirements
i)  Electric

The Company will file a report on the Electric Low Income Program for each
calendar quarter (the “Reporting Period”). Each report will be filed with the Secretary,
with copies by email to parties to Case 13-E-0030, within thirty (30) days after the end of
each Reporting Period. The following data will be reported as a snapshot of the program
as of the last day of each Reporting Period, broken down by Westchester County and
New York City participants: (a) the number of customers enrolled; (b) the number of low
income customers in arrears; (c) the total amount in arrears; and (d) the average amount
in arrears. In addition, the Company will report (i) the aggregate amounts of low income
discounts to date for the Rate Year, (ii) the number of reconnections of low income
customers for which fees were waived to date for the Rate Year and since the inception of
the program, (iii) the aggregate amount of reconnection fees waived to date for the Rate
Year and since the inception of the program, and, if applicable, (iv) the aggregate amount

of arrears forgiven to date for the Rate Year. Each quarterly report issued during the term

107



of the Electric Rate Plan will also include a summary of this data from all previous
quarterly reports.
i) Gas

The Company will file a report on the Low Income Program for each calendar
quarter (the "Reporting Period™). Each report will be filed with the Secretary, with copies
by email to parties to Case 13-G-0031, within thirty (30) days after the end of each
Reporting Period. The following data will be reported as a snapshot of the program as of
the last day of each Reporting Period, broken down by Westchester County and New
York City participants, and by SC1 and SC3 participants: (a) the number of customers
enrolled, segregated, by (i) Gas Qualifying Customers for whom the Company has
received payment in the form of HEAP grants and (ii) all other Gas Qualifying
Customers; (b) the number of low income customers in arrears; (c) the total amount in
arrears; and (d) the average amount in arrears. In addition, the Company will report (i)
the aggregate amounts of low income discounts to date for the Rate Year, (ii) the number
of reconnections of low income customers for which fees were waived and (iii) the
aggregate amount of reconnection fees waived to date for the Rate Year and since the
inception of the program. Each quarterly report issued during the term of the Gas Rate
Plan will also include a summary of these data from all previous quarterly reports.

K. Studies and Reports

1. Staffing Study

The Company will conduct a staffing study that will compare the Company’s use
of contractors to the use of collective bargaining/union employees for utility functions

that are currently performed by both union and contractor resources.

108



For each activity, or related group of activities, the study will include all
underlying assumptions as well as all incremental costs applicable to the use of both
contractors and Company employees (including, but not limited to, wages, fringes, hiring
costs, insurance, taxes, overheads, costs associated with preparing and reviewing requests
for proposals, negotiating agreements with contractors, processing contractor bills,
training, administration and supervision).

The study will also include, where applicable, considerations other than cost
(including, but not limited to, productivity, fixed costs, diverse work pool, spikes in
employee levels and the flexibility needed to respond to fluctuating workloads).

The Company will send to Signatory Parties by January 31, 2014 a scope of work
for the study and will consider, and incorporate to the extent practicable, comments that
are not inconsistent with the study as described above. The study will compare six
months of data collected from March 1, 2014 through August 31, 2014 and will be filed
with the Commission by February 1, 2015.

2. Voltage Reduction Study

The Company will conduct an in-house study of its use of distribution system
voltage reduction (“VVR”), whether additional investment or revisions to current
investment plans may reduce or avoid voltage reductions, and whether it is in customers'
interest to make such investments. The study will examine:

a. Current Company policy for use of VR.
b. Industry standards for service voltage and use of VR.

c. Instances of use of VR over the last five years including reasons for VR
implementation and outcome.

d. Analysis of root cause of component failures and efficacy of current
programs to address them.
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e. Analysis of correlation between VR implementation and network
reliability, and relationship to current reliability capital programs.

f.  Analysis of impacts of 5% and 8% VR on customer service voltage and
compliance with power quality standards.

g. Review of existing studies known to the Company and/or provided by
Staff or other Signatory Parties regarding impacts to customer
equipment and operation, including (where available) but not limited to,
existing studies regarding elevator control systems, elevator motors,
industrial motors and motor control, large medical machines (e.g., MRI
machines) and the cooling equipment and power conditioners associated
with such machines, refrigeration equipment used to store medication
and other perishables and the cooling equipment used in data centers.

h. Role of load curtailment programs including demand response and
customer appeals.

i. Projected capital costs to implement revision to current policy for use of
VR.

The Company will file a report on the results of this study, including,
recommended changes to such policy, if any, within six (6) months of a Commission
order adopting this Proposal. If the Commission directs the Company to undertake any
changes to the current Company policy for use of VR, the Company will be authorized to
defer for later recovery from customers the carrying costs of additional capital
expenditures and any O&M expenses to support reduction in the use of VR as approved
by Commission, until such time as such costs are reflected in base rates.

3. Gas Interruptible Study

Within nine months of the Commission’s issuance of an order adopting this
Proposal, the Company shall perform, inclusive of input from Staff and interested parties,
and file with the Commission a study examining the benefits and impacts of interruptible
customers on the Company’s system. If, as a result of this study, any party proposes

changes to interruptible rates or terms of service and the Commission determines that
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changes to interruptible rates or terms of service should be implemented before new base
gas delivery rates are set, the Signatory Parties propose that such changes be
implemented on a basis that is revenue neutral to the Company.®!

4. Study on Use of Surcharge for Interruptible Customers

The Company will conduct a survey (of a statistically relevant sample size) within
its service territory on or before the conclusion of RY1, to determine interest, if any, on
the use of surcharges for recovery of SC12 Rate 1 interruptible customer interconnection
costs and will share the results of this survey (redacting customer-identifying data) by the
end of the first quarter of RY2. In the absence of an agreement among all parties that
using a surcharge will not impact Company forecasts underlying the Gas Rate Plan, the
Signatory Parties agree not to seek a surcharge to the SC12 Rate 1 tariff to be effective
prior to the effective date for rates established via the Company’s next gas rate filing. If,
however, there is agreement among all parties that using a surcharge will not impact
Company forecasts underlying the Gas Rate Plan, any party may propose to the
Commission a surcharge mechanism for SC12 Rate 1 customers for costs of
interconnection to the Company’s gas system. Nothing in this Gas Rate Plan will
preclude parties from pursuing this issue on a generic basis in the Commission’s Gas
Expansion Proceeding in Case 12-G-0297.

5. Line Loss Studies

a. Generator Contribution Study

The Company will perform a study of the gas transmission system to re-evaluate

the 0.3% contribution to the line loss to be made by generators during the Gas Rate Plan

¢ Nothing herein restricts the rights of the Company or any party from taking any position before the
Commission with respect to proposed changes to interruptible rates or terms of service.
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to determine whether the 0.3% contribution should be increased or decreased
respectively. The Company will submit the findings of the study and, if applicable, any
recommendations, to the Commission no later than December 31, 2014.

b. New York Facilities Collaborative

The Company will attempt to initiate discussions with National Grid to consider
how deliveries over facilities subject to the New York Facilities Agreement should be
treated for purposes of each gas company’s LAUF mechanism. The Company will
submit the results of any such discussions and, if applicable, any recommendations to the
Commission no later than December 31, 2014.

6. Customer Service System Plan

The Company will develop its Customer Service System (“CSS”) Application
Plan, which will make specific recommendations for CSS replacement as well as provide
a comprehensive analysis of the various alternatives to support current and future
customer system needs. The Company will file its CSS Application Plan with the
Commission by December 31, 2014.

7. Customer Preference Survey

The Company will hire a consultant to perform a customer survey that explores
the attributes of customer service that customers most want and expect. The survey will
be designed in consultation with Staff and interested parties and agreed to by Staff and
the Company. The study sample will be representative of the Company’s residential
customer population. At a minimum, the scope of the study will include all current key
performance indicators, as well as new technology offerings, such as on-line billing and
payment, use of smartphone apps, and utility control of customer devices, such as smart

thermostats. This effort will commence within sixty (60) days of a Commission order
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adopting this Proposal. A report based on the survey results will be filed with the
Commission by December 31, 2014. The report would summarize the results of the
survey, and identify action steps that can be taken to incorporate the findings regarding
customer preferences into its customer service strategy.

8. Hudson Avenue Study

The book cost of the land and the undepreciated cost of facilities and equipment at
the Hudson Avenue Generating Station (“Hudson Avenue”) are reflected in the rate base
underlying the steam revenue requirements under this Proposal.®?

The Company will perform an analysis of issues raised in these proceedings and
submit a study to the Commission within six (6) months of the issuance of the
Commission’s order in these proceedings, which may include proposed accounting and
ratemaking for any action that the Company proposes.

The study will include, but not be limited to, consideration of potential uses of the
portions of the property the Company proposed to be transferred from steam to electric,
obtaining an appraisal for future utility use and for highest and best use of those portions
of the property, each after any required demolition and remediation;®® information as to
the relative historical use of Hudson Avenue by electric and steam operations;** an

assessment as to whether the property should be sold; an assessment of environmental

%2 The book cost of the land is currently recorded on the Company’s books of account as Electric Plant
Held for Future Use. The Company will transfer that book cost to Steam Plant in Service. The
undepreciated cost of the facilities and equipment is currently a component of Net Steam Plant in Service
on the Company’s books of account.

% The costs of environmental remediation and demolition will be assessed for each building/facility being
considered for transfer from steam to electric (i.e., excluding facilities that are part of electric plant in
service) to the extent practicable.

% To the extent reasonably available, the study will include information as to when each building/facility
was placed in service, the use of each building/facility by electric and/or steam and the duration of such
use.
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liabilities and demolition costs and an assessment of whether any transfer of any portion
of Hudson Avenue from steam to electric should be at other than book cost as provided in
the Commission’s Uniform System of Accounts. Such study will present the estimated
costs and anticipated benefits of any proposed action.

The Signatory Parties agree that areas of study need be pursued only to the extent
reasonably practicable and quantifications are permitted to be ranges or orders of
magnitude. Up to $100,000 of costs of any consultants that the Company may retain for
purposes of the study will be deferred for future recovery from customers.®

9. City Building Resiliency Task Force

The City has established a Building Resiliency Task Force which is studying how
to improve citywide infrastructure and building resiliency, as well as how to help
communities become more resilient. In addition to Company participation in this task
force by the Electric Department, the Company agrees to provide representatives from
the Gas and Steam departments as well.

10. First Responders

Potential restrictions on motor vehicle traffic during storms and other emergencies
can impede Company employee arrival at locations at which they are needed regarding
the Company’s response to large-scale interruption of electric, gas and/or steam service.
The Signatory Parties support or do not oppose efforts by the Commission to facilitate, to

the extent practicable, the designation of Company employees as first responders.

% The Company reserves all of its rights to seek confidential treatment with respect to the study and
associated information and data.
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L. Miscellaneous Provisions

1. Continuation of Provisions; Rate Changes; Reservation of Authority

Unless otherwise expressly provided herein, the provisions of this Proposal will
continue after RY2 for electric and RY3 for gas and steam, unless and until electric, gas
or steam base delivery service rates are changed by Commission order. For any
provision subject to RY1, RY?2 and RY 3 targets, the RY2 target for electric and the RY3
target for gas and steam shall be applicable to any additional Rate Year(s).

Nothing herein precludes Con Edison from filing a new general electric rate case
prior to January 1, 2016, for rates to be effective on or after January 1, 2016 or from
filing a new general gas and/or steam rate case prior to January 1, 2017 for new rates to
be effective on or after January 1, 2017. Except pursuant to rate changes permitted by
this subparagraph, the Company will not file electric rates to be become effective prior to
January 1, 2016 or gas and/or steam rates to become effective prior to January 1, 2017.

Changes to the Company’s base delivery service rates during the term of the
Electric, Gas or Steam Rate Plan will not be permitted, except for (a) changes provided
for in this Proposal; and (b) subject to Commission approval, changes as a result of the
following circumstances:

a. A minor change in any individual base delivery service rate or
rates whose revenue effect is de minimis, or essentially offset by associated changes
within the same class or for other classes, provided however that the base electric
delivery service rates applicable to the NYPA classes will not be increased in total. Itis
understood that, over time, such minor changes may be necessary and that they may

continue to be sought during the term of the Electric, Gas or Steam Rate Plan, provided
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they will not result in a change (other than a de minimis change) in the revenues that Con
Edison’s base delivery service rates are designed to produce overall before such changes.

b. If a circumstance occurs which in the judgment of the Commission
so threatens Con Edison’s economic viability or ability to maintain safe, reliable and
adequate service as to warrant an exception to this undertaking, Con Edison will be
permitted to file for an increase in base delivery service rates at any time under such
circumstances.

C. The Signatory Parties recognize that the Commission reserves the
authority to act on the level of Con Edison’s electric, gas and/or steam rates in the event
of unforeseen circumstances that, in the Commission’s opinion, have such a substantial
impact on the range of earnings levels or equity costs envisioned by these Rate Plans as
to render Con Edison’s electric, gas and/or steam rates unreasonable or insufficient for
the provision of safe and adequate service or just and reasonable rates.

d. Nothing herein will preclude Con Edison from petitioning the
Commission for approval of new services, the implementation of new service
classifications and/or cancellation of existing service classifications, or rate design or
revenue allocation changes within or among the non-NYPA service classes.

e. The Signatory Parties reserve the right to oppose any filings made
by the Company under this section.

2. Leqgislative, Requlatory and Related Actions

a. If at any time the federal government, State of New York, the City
of New York and/or other local governments make changes in their tax laws (other than

local property taxes, which will be reconciled in accordance with Section E.1) that result
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in a change in the Company’s costs®® in an annual amount, calculated and applied
separately for electric gas and steam, equating to ten (10) basis points of return on
common equity or more,®’ and if the Commission does not address the treatment (e.g.,
through a surcharge or credit) of any such tax law changes, including any new,
additional, repealed or reduced federal, State, City of New York or local government
taxes, fees or levies, Con Edison will defer on its books of account the full change in
expense and reflect such deferral as credits or debits to customers in the next base rate
change subject to any final Commission determination in a generic proceeding
prescribing utility implementation of a specific tax enactment, including a Commission
determination of any Company-specific compliance filing made in connection
therewith.®®

b. If at any time any other law, rule, regulation, order, or other
requirement or interpretation (or any repeal or amendment of an existing rule, regulation,
order or other requirement) of the federal, State, or local government or courts, including
a requirement that Con Edison refund its tax exempt debt, results in a change in Con
Edison’s annual electric, gas or steam costs or expenses not anticipated in the forecasts
and assumptions on which the rates in this Proposal are based in an annual amount,

calculated and applied separately for electric gas and steam, equating to ten (10) basis

% Costs in this context include current and deferred tax impacts.

87 For electric, such amounts are estimated to be $14.3 million in RY1 and $14.9 million in RY2. For gas,
such amounts are estimated to be $2.9 million in RY1, $3.2 million in RY2 and $3.6 million in RY3. For
steam, such amounts are estimated to be $1.5 million in RY1, $1.5 million in RY2 and $1.5 million in RY3.

% All Signatory Parties reserve all of their administrative and judicial rights in connection with such
generic proceeding(s).
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points of return on common equity or more,®® Con Edison will defer on its books of
account the full change in expense, with any such deferrals to be reflected in the next
base rate case or in a manner to be determined by the Commission.

C. The Company will retain the right to petition the Commission for
authorization to defer on its books of account extraordinary expenditures not otherwise
addressed by this Proposal.

3. Trade Secret Protection

Nothing in this document prevents Con Edison from seeking trade secret
protection under 16 NYCRR Part 6 for all or any part(s) of any document or report filed
(or submitted to Staff) in accordance with the Rate Plans, or prohibits or restricts any
other party from challenging any such request.

4. Provisions Not Separable

The Signatory Parties intend this Proposal to be a complete resolution of all the
issues in Cases 13-E-0030, 13-G-0031 and 13-S-0032. It is understood that each
provision of this Proposal is in consideration and support of all the other provisions, and
expressly conditioned upon acceptance by the Commission. Except as set forth herein,
none of the Signatory Parties is deemed to have approved, agreed to or consented to any
principle, methodology or interpretation of law underlying or supposed to underlie any

provision herein. If the Commission fails to adopt this Proposal according to its terms,

% For purposes of this Proposal, the ten (10) basis points return on common equity will be applied on a
case-by-case basis and not to the aggregate impact of changes of two or more laws, rules, etc.; provided,
however, that this threshold will be applied on a Rate Year basis to the incremental aggregate impact of all
contemporaneous changes (e.g., changes made as a package even if they occur or are implemented over a
period of months) affecting a particular subject area and not to the individual provisions of the new law,
rule, etc.
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then the Signatory Parties to the Proposal will be free to pursue their respective positions
in this proceeding without prejudice.

5. Provisions Not Precedent

The terms and provisions of this Proposal apply solely to, and are binding only in,
the context of the purposes and results of this Proposal. None of the terms or provisions
of this Proposal and none of the positions taken herein by any party may be referred to,
cited, or relied upon by any other party in any fashion as precedent or otherwise in any
other proceeding before this Commission or any other regulatory agency or before any
court of law for any purpose other than furtherance of the purposes, results, and
disposition of matters governed by this Proposal.

Concessions made by Signatory Parties on various electric, gas and steam issues
do not preclude those parties from addressing such issues in future rate proceedings or in
other proceedings.

6. Submission of Proposal

The Signatory Parties agree to submit this Proposal to the Commission and to
individually support and request its adoption by the Commission as set forth herein. The
Signatory Parties hereto believe that the Proposal will satisfy the requirements of Public
Service Law 8§865(1) and 79(1) that Con Edison provide safe and adequate service at just
and reasonable rates.

7. Effect of Commission Adoption of Terms of this Proposal

No provision of this Proposal or the Commission’s adoption of the terms of this
Proposal shall in any way abrogate or limit the Commission’s statutory authority under
the Public Service Law. The Parties recognize that any Commission adoption of the

terms of this Proposal does not waive the Commission’s ongoing rights and
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responsibilities to enforce its orders and effectuate the goals expressed therein, nor the
rights and responsibilities of Staff to conduct investigations or take other actions in
furtherance of its duties and responsibilities.

8. Further Assurances

The Signatory Parties recognize that certain provisions of this Proposal require
that actions be taken in the future to fully effectuate this Proposal. Accordingly, the
Signatory Parties agree to cooperate with each other in good faith in taking such actions.

9. Scope of Provisions

No term or provision of this Proposal that relates specifically to one or more but
not all of electric, gas and steam service, limits any rights of the Company or any party to
petition the Commission for any purpose with respect to the service(s) not specified in
such term or provision.

10. Execution

This Proposal is being executed in counterpart originals, and shall be binding on

each Signatory Party when the counterparts have been executed.

120



Case 13-E-0030, et. al.

IN WITNESS WHEREOF, the Signatory Parties hereto have affixed
their signatures below as evidence of their agreement to be bound by the provisions of

this Proposal.

CONSOLIDATED EDISON COMPANY
OF NEW YORK, INC.

Dated: / 'Z//.?l/ 29/3 By % %W

Robert Hoglu@d
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NEW YORK STATE DEPARTMENT OF
PUBLIC SERVICE

Dated: /7//3///3 ﬁ/%

/" Steven Kramer
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NEW YORK POWER AUTHORITY

Dated:__ 12 [ //3 By: %’ FQK’%” ’

es F, Pas?ua{e
gi::r Vice Preside
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Cases 13-E-0030, ef al.

THE CITY OF NEW YORK

Dated: December 31, 2013 By: ﬁ %‘7;

Cadvictonat "/ o
Deputy May r Operations

The City of New York is a Signatory to the Joint Proposal with one exception. The City does not
support the use the Above Market Methodology to allocate the fuel costs for the East River
Repowering Project and submits that the Public Service Commission should use the Incremental
Methodology for such cost allocation.
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THE UTILITY INTERVENTION UNIT

DIVISION OF CONSUMER
PROTECTION

NEW YORK STATE DEPARTMENT OF
STATE

noy

Marcos Vigil, Deputy Secretary of State

Dated: December 31, 2013
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CONSUMER POWER ADVOCATES

Diteds: 19 / 30 / /3 By: ( %575?)%2&‘
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NEW YORK ENERGY CONSUMERS
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Case 13-E-0030, et. al.

ASTORIA GENERATING COMPANY, L.P.

Dated: 3/ 20/ By Q&Q‘QJL\/

David B. Jglinson
Counsel to Astoria Generating
Company, L.P.
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PACE ENERGY AND CLIMATE
CENTER

Chns G

Staff Attorney, Andrea Cerbin, Esq.

Dated: 12.30.2013 By:
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THE COLUMBIA CENTER FOR
CLIMATE CHANGE LAW

Dated: December 31, 2013 By: % %———

“Ethan L. Strel‘Esq
Associate Director
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Dated:

'1,['50/53
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FUND
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NRG ENERGY, INC.

Dated: )9\.{%‘(&0\3 By./% /Lﬁ‘s%

“John Holtz
Director, Regulatory Affairs
NRG Retail Northeast
NRG Energy, Inc.
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Appendix 1

Page 1 of 7
Consolidated Edison Company of New York, Inc.
Case 13-E-0030
Electric Revenue Requirement
For The Twelve Months Ending December 31, 2014
$000's
Rate Year 1
Rate Year 1 Rate With Rate
Operating revenues Forecast Change Change
Sales revenues $ 8,063,101 $ (76,192) $ 7,986,909
Other revenues 211,802 (294) 211,508
Total operating revenues 8,274,903 (76,486) 8,198,417
Operating expense
Fuel & purchased power costs 2,067,706 - 2,067,706
Operations & maintenance expenses 2,194,962 (686) 2,194,276
Depreciation 780,603 - 780,603
Taxes other than income taxes 1,501,065 (2,210) 1,498,855
Gain from disposition of utility plant - - -
Total operating expenses 6,544,336 (2,896) 6,541,440
Operating income before income taxes 1,730,567 (73,590) 1,656,977
New York State income taxes 90,471 (5,225) 85,246
Federal income tax 374,894 (23,928) 350,966
Utility operating income $ 1,265,202 $ (44,437) $ 1,220,765
Rate Base $ 17,322,778 $ 17,322,778
Rate of Return 7.30% 7.05%
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Consolidated Edison Company of New York, Inc.
Case 13-E-0030
Electric Revenue Requirement
For The Twelve Months Ending December 31, 2015
$000's
Rate Year 2
Revenue/Expense Rate Year 2

Rate Year 1 Rate Base Rate With Rate

Operating revenues Forecast Changes Change Change
Sales revenues $ 7,986,909 $ (205,475) $ 123,968 $ 7,905,402
Other revenues 211,508 (8,564) 477 203,420
Total operating revenues 8,198,417 (214,039) 124,445 8,108,823

Operating expense

Fuel & purchased power costs 2,067,706 (237,512) - 1,830,194
Operations & maintenance expenses 2,194,276 (48,570) 1,116 2,146,822
Depreciation 780,603 42,686 - 823,289
Taxes other than income taxes 1,498,855 65,553 3,595 1,568,003
Total operating expenses 6,541,440 (177,843) 4,711 6,368,308
Operating income before income taxes 1,656,977 (36,196) 119,734 1,740,515
New York State income taxes 85,246 (4,439) 8,501 89,308
Federal income tax 350,966 (20,748) 38,932 369,150
Utility operating income $ 1,220,765 $ (11,009) $ 72,301 $ 1,282,057
Rate Base $ 17,322,778 $ 789,772 $ 18,112,550
Rate of Return 7.05% 7.08%
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Consolidated Edison Company of New York, Inc.
Case 13-E-0030
Average Electric Rate Base
For The Twelve Months Ending December 31, 2014 and December 31, 2015
$000's
Rate Year 2
Utility plant: Rate Year 1 Changes Rate Year 2
Average Book Cost of Plant $ 24,593,444 $ 1,244,291 $ 25,837,735
Non-Interest Bearing CWIP 705,456 93,511 798,967
Average Accumulated Depreciation (5,512,572) (465,598) (5,978,170)
Net utility plant 19,786,328 872,204 20,658,532
Rate base additions:
Working Capital 827,612 (11,708) 815,904
Excess Rate Base Over Capitalization (161,123) - (161,123)
Unamortized Debt Discount/Premium/Expense 113,409 (7,300) 106,109
Deferred Fuel - Net of Income Taxes 77,341 (1,609) 75,732
Unbilled Revenues 100,494 100,494
Preferred Stock Expense 21,361 (771) 20,590
MTA Surtax - Net of Income Taxes 8,910 - 8,910
Early Retirement Termination Benefit (1999) - Net of Tax 1,587 (1,587) -
Preliminary Survey & Investigation Costs 1,832 - 1,832
FIT Interest Refund 1,506 - 1,506
Rate base additions 992,930 (22,975) 969,955
Rate base deductions:
Amounts Billed In Advance of Construction - Net of Tax (706) - (706)
Customer Advances for Construction (5,182) - (5,182)
Rate base deductions (5,888) - (5,888)
Regulatory assets & liabilities (net of income taxes):
Superstorm Sandy Restoration 132,223 (52,889) 79,334
SIR Deferral 106,105 (14,740) 91,365
Major Storm Charges 42,413 (16,965) 25,448
T&D Carrying Charge Deferral 41,079 (12,639) 28,440
Medicare Part D 15,208 (6,083) 9,125
ERRP Spare Parts Maintenance 12,543 (5,017) 7,526
Smart Grid 6,441 (2,132) 4,309
TSC Revenue (prior to April 2010) 5,197 (2,079) 3,118
Sale of SO2 Allowances 3,606 (1,442) 2,164
Nuclear Fuel Litigation 2,804 (1,121) 1,683
Reactive Power 1,951 (781) 1,170
263a Deferred Taxes 1,795 (718) 1,077
Interest - TSC Revenue 206 (82) 124
Emergency Demand Response / Demand Reduction Program 148 (59) 89
Gain on Sale of First Avenue Properties 27 (11) 16
Property Tax Deferrals (143,237) 57,295 (85,942)
Property Tax Refunds (50,846) 20,338 (30,508)
Interest Rate True-Up (Auction Rate / LT Debt) (40,413) 16,165 (24,248)
World Trade Center (WTC) (28,457) 11,383 (17,074)
Customer Cash Flow Benefits Bonus Depr (20,180) 8,072 (12,108)
Carrying Charges (Net Plant Reconciliation) (8,895) 3,558 (5,337)
Verizon Joint Use Poles (8,148) 3,259 (4,889)
Customer Cash Flow Benefits Repair Allowance (7,190) 2,876 (4,314)
Power for Jobs Tax Credit (5,682) 2,273 (3,409)
Interference (4,187) 1,675 (2,512)
Former Employee / Contractor Settlements (3,327) 1,331 (1,996)
Electric Service Reliability Rate Adjustment (2,817) 1,127 (1,690)
Preferred Stock Redemption Savings (2,731) 1,092 (1,639)
Sale of Property - John Street (2,673) 1,069 (1,604)
Carrying Cost - SIR Deferred Balances (1,993) 797 (1,196)
Case 09-E-0428 Deferral (1,416) 566 (850)
Energy Efficiency Program (647) 259 (388)
DC Service Incentive (501) 200 (301)
Reserve for "05-'08" Capital Expenditures (441) 176 (265)
Targeted DSM (317) 127 (190)
Electric - BIR Refunds (182) 73 (109)
Furnace Dock Road Dam (81) 32 (49)
Regulatory deferrals 37,386 16,984 54,370
Accumulated deferred income taxes
ADR / ACRS / MACRS Deductions (2,330,066) (27,469) (2,357,535)
Repair Allowance (420,823) (32,135) (452,958)
Change of Accounting Section 263A (370,686) (13,132) (383,818)
Vested Vacation 12,345 - 12,345
Prepaid Insurance Expenses (2,934) - (2,934)
Unbilled Revenues 103,870 - 103,870
Contributions In Aid of Construction 26,583 - 26,583
Capitalized Interest 19,411 - 19,411
Repair & Maintenance Allowance - 02 - 06 IRS Audit 2,969 - 2,969
MTA (18,529) - (18,529)
Amortization of Computer Software (70,540) (3,320) (73,860)
Call Premium (10,333) - (10,333)
Excess Deferred S.I.T. (140,668) - (140,668)
Excess Deferred F.I.T. (722) (722)
Deferred S.L.T. (287,855) (385) (288,240)
Accumulated deferred income taxes (3,487,978) (76,441) (3,564,419)

Total Rate Base $ 17,322,778 $ 789,772 $ 18,112,550
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Consolidated Edison Company of New York, Inc.
Electric Case 13-E-0300
Average Capital Structure & Cost of Money
For the Twelve Months Ending December 31, 2014
Capital Cost Cost of Pre Tax
Structure % Rate % Capital % Cost %
50.54% 5.17% 2.61% 2.61%
1.46% 1.25% 0.02% 0.02%
52.00% 2.63% 2.63%
48.00% 9.20% 4.42% 7.31%
100.00% 7.05% 9.94%
Consolidated Edison Company of New York, Inc.
Electric Case 13-E-0300
Average Capital Structure & Cost of Money
For the Twelve Months Ending December 31, 2015
Capital Cost Cost of Pre Tax
Structure % Rate % Capital % Cost %
50.56% 5.23% 2.64% 2.64%
1.44% 1.25% 0.02% 0.02%
52.00% 2.66% 2.66%
48.00% 9.20% 4.42% 7.31%
100.00% 7.08% 9.98%
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Consolidated Edison Company of New York, Inc.
Electric Case 13-E-0030
Calculation of Revenue Deferral / Temporary Billing Credit
For the Twelve Months Ending December 31, 2014, and December 31, 2015
$000's
Twelve Months Ending Cumulative
Revenue Requirement Dec. 31, 2014 Dec. 31, 2015 Total
RY -1 ($76,192) ($76,192) ($152,384)
RY -2 - 123,968 123,968
Total $ (76,192) $ 47776 (&) $ (28,416)
Annual Bill Changes $ - $ - $ -
Rate change to be deferred $ (76,192) $ 47776 (@) $ (28,416)
Interest on deferred balance (b) (690) (948) (1,638)
Net Deferral $ (76,882) $ 46,829 $ (30,054)

(a) If the Company does not file for new rates to be effective January 1, 2016, the RY2 "Temporary
Rate Credit" of $47.776 million would expire and base rates would effectively increase by that amount.
Deferred over collections of $30.054 million are available to offset a portion of this increase.

(b) Interest will be calculated at the other customer capital rate, which is updated annually. For 2014
the rate is 3.0%. The 3.0% rate was applied to the 2014 and 2015 average balance for purpose of this
illustration.
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Consolidated Edison Company of New York, Inc.
Case 13-G-0031
Gas Revenue Requirement
For The Twelve Months Ending December 31, 2014
$000's
Rate Year 1
Rate Year 1 Rate With Rate
Operating revenues Forecast Change Change
Sales revenues $ 1,575,134 $ (54,602) $ 1,520,532
Other revenues 30,296 (182) 30,114
Total operating revenues 1,605,430 (54,784) 1,550,646
Operating expense
Fuel & purchased power costs 454,315 - 454,315
Operations & maintenance expenses 350,573 (491) 350,082
Depreciation 136,000 - 136,000
Taxes other than income taxes 258,478 (2,103) 256,375
Gain from disposition of utility plant - - -
Total operating expenses 1,199,366 (2,594) 1,196,772
Operating income before income taxes 406,064 (52,190) 353,874
New York State income taxes 22,247 (3,706) 18,542
Federal income tax 102,519 (16,969) 85,549
Utility operating income $ 281,298 $ (31,515) $ 249,783
Rate Base $ 3,520,553 $ 3,520,553
Rate of Return 7.99% 7.10%




Operating revenues
Sales revenues
Other revenues
Total operating revenues

Operating expense
Fuel & purchased power costs
Operations & maintenance expenses
Depreciation
Taxes other than income taxes
Gain from disposition of utility plant
Total operating expenses

Operating income before income taxes

New York State income taxes
Federal income tax

Utility operating income
Rate Base

Rate of Return

Appendix 2

Page 2 of 10
Consolidated Edison Company of New York, Inc.
Case 13-G-0031
Gas Revenue Requirement
For The Twelve Months Ending December 31, 2015
$000's
Rate Year 2
Revenue/Expense Rate Year 2
Rate Year 1 Rate Base Rate With Rate
Forecast Changes Change Change

$ 1,520,532 $ 46,685 $ 38,620 $ 1,605,837
30,114 (559) 129 29,684
1,550,646 46,126 38,749 1,635,521
454,315 20,595 - 474,910
350,082 (2,110) 348 348,319
136,000 10,847 - 146,847
256,375 20,716 1,487 278,578
1,196,772 50,048 1,835 1,248,655
353,874 (3,921) 36,914 386,867
18,542 (1,061) 2,621 20,101
85,549 (6,782) 12,003 91,513
$ 249,783 $ 3,922 $ 22,291 $ 275,253
$ 3,520,553 $ 342,103 $ 3,862,657
7.10% 7.13%
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Consolidated Edison Company of New York, Inc.
Case 13-G-0031
Gas Revenue Requirement
For The Twelve Months Ending December 31, 2016
$000's
Rate Year 3
Revenue/Expense Rate Year 3
Rate Year 2 Rate Base Rate With Rate
Operating revenues Forecast Changes Change Change
Sales revenues 1,605,837 27,623 56,838 1,690,298
Other revenues 29,684 (632) 190 29,242
Total operating revenues 1,635,521 26,991 57,028 1,719,540
Operating expense
Fuel & purchased power costs 474,910 25,053 - 499,963
Operations & maintenance expenses 348,319 (22,621) 512 326,210
Depreciation 146,847 13,283 - 160,130
Taxes other than income taxes 278,578 24,028 2,189 304,795
Gain from disposition of utility plant - - - -
Total operating expenses 1,248,655 39,743 2,700 1,291,098
Operating income before income taxes 386,867 (12,752) 54,327 428,442
New York State income taxes 20,101 (2,004) 3,857 21,955
Federal income tax 91,513 (8,040) 17,665 101,137
Utility operating income 275,253 (2,708) 32,806 305,350
Rate Base $ 3,862,657 373,605 $ 4,236,261
Rate of Return 7.13% 7.21%
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Consolidated Edison Company of New York, Inc.
Case 13-G-0031
Average Gas Rate Base
For The Twelve Months Ending December 31, 2014 and December 31, 2015
$000's
Rate Year 2
Utility plant: Rate Year 1 Changes Rate Year 2
Average Book Cost of Plant $ 5,530,825 $ 482,675 $ 6,013,500
Non-Interest Bearing CWIP 194,810 (3,601) 191,209
Average Accumulated Depreciation (1,343,657) (106,633) (1,450,290)
Net utility plant 4,381,978 372,441 4,754,419
Rate base additions:
Working Capital 89,690 3,297 92,987
Unamortized Debt Discount/Premium/Expense 21,484 (1,383) 20,101
Gas Stored Underground - Non Current 1,239 - 1,239
Unbilled Revenues 55,910 - 55,910
Unamortized Preferred Stock Expense 4,046 (146) 3,900
MTA Surtax - Net of Income Taxes 3,175 - 3,175
Rate base additions 175,544 1,768 177,312
Rate base deductions:
Excess Rate Base Over Capitalization (23,655) - (23,655)
Customer Advances for Construction (1,870) - (1,870)
Rate base deductions (25,525) - (25,525)
Regulatory assets & liabilities (net of income taxes):
SIR 19,740 (4,387) 15,353
Property Tax Deferrals (7,888) 3,155 (4,733)
World Trade Center (9,385) 3,755 (5,630)
Former Employee / Contractor Settlements (3,212) 1,285 (1,927)
Interest Rate True-Up (Auction Rate / Long Term Debt) (5,363) 2,145 (3,218)
Bonus Depreciation Interest (9,797) 3,919 (5,878)
Repair Allowance Interest (3,462) 1,385 (2,077)
Interference (137) 55 (82)
Sanford Avenue Gas Explosion (856) 343 (513)
Penalties on offpeak / interruptible customers (720) 288 (432)
Pipeline Integrity (1,173) 469 (704)
Gain on Sale of First Avenue Properties (450) 180 (270)
EEPS (354) 141 (213)
Carrying Cost - SIR Deferred Balances (501) 200 (301)
Unauthorized Use Charge - Divested Stations (271) 108 (163)
Property Tax Refunds (164) 66 (98)
QOil To Gas Conversion 77) 31 (46)
Preferred Stock Redemption Savings (517) 206 (311)
Case 09-G-0795 Deferral (801) 320 (481)
Medicare Part D (225) 90 (134)
263a Deferred Taxes (359) 144 (215)
Interest on deferred balances (11) 5 (6)
Interest on deferred POR 48 (19) 29
Regulatory deferrals (25,936) 13,884 (12,051)
Accumulated deferred income taxes
ADR / ACRS / MACRS Deductions (730,403) (27,704) (758,107)
Change of Accounting Section 263A (84,802) (5,254) (90,056)
Repair & Maintenance Allowance (99,785) (12,084) (111,869)
Excess Deferred FIT (19,067) (19,067)
Excess Deferred SIT (571) (571)
Vested Vacation 1,728 - 1,728
Prepaid Insurance Expenses (463) - (463)
Unbilled Revenues 5,330 - 5,330
Contributions In Aid of Construction 2,135 - 2,135
Deferred State MTA (3,429) (3,429)
Capitalized Interest 1,448 - 1,448
Amortization of Computer Software (13,816) (1,699) (15,515)
Call Premium (998) - (998)
Deferred S.I.T. (42,815) 751 (42,064)
Accumulated deferred income taxes (985,508) (45,990) (1,031,498)

Total Rate Base $ 3,520,553 $ 342,103 $ 3,862,656
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Consolidated Edison Company of New York, Inc.
Case 13-G-0031
Average Gas Rate Base
For The Twelve Months Ending December 31, 2016
$000's
Rate Year 3
Utility plant: Rate Year 2 Changes Rate Year 3
Average Book Cost of Plant $ 6,013,500 $ 588,378 $ 6,601,878
Non-Interest Bearing CWIP 191,209 (69,685) 121,524
Average Accumulated Depreciation (1,450,290) (118,117) (1,568,407)
Net utility plant 4,754,419 400,576 5,154,995
Rate base additions:
Working Capital 92,987 4,326 97,313
Unamortized Debt Discount/Premium/Expense 20,101 - 20,101
Gas Stored Underground - Non Current 1,239 - 1,239
Unbilled Revenues 55,910 - 55,910
Unamortized Preferred Stock Expense 3,900 - 3,900
MTA Surtax - Net of Income Taxes 3,175 - 3,175
Rate base additions 177,312 4,326 181,638
Rate base deductions:
Excess Rate Base Over Capitalization (23,655) - (23,655)
Customer Advances for Construction (1,870) - (1,870)
Rate base deductions (25,525) - (25,525)
Regulatory assets & liabilities (net of income taxes):
SIR 15,353 (4,387) 10,966
Property Tax Deferrals (4,733) 3,155 (1,578)
World Trade Center (5,630) 3,753 (1,877)
Former Employee / Contractor Settlements (1,927) 1,284 (642)
Interest Rate True-Up (Auction Rate / Long Term Debt) (3,218) 2,145 (1,073)
Bonus Depreciation Interest (5,878) 3,919 (1,959)
Repair Allowance Interest (2,077) 1,385 (692)
Interference (82) 55 (28)
Sanford Avenue Gas Explosion (513) 343 (170)
Penalties on offpeak / interruptible customers (432) 288 (144)
Pipeline Integrity (704) 469 (235)
Gain on Sale of First Avenue Properties (270) 180 (90)
EEPS (213) 142 (72)
Carrying Cost - SIR Deferred Balances (301) 200 (101)
Unauthorized Use Charge - Divested Stations (163) 109 (55)
Property Tax Refunds (98) 66 (32)
QOil To Gas Conversion (46) 31 (15)
Preferred Stock Redemption Savings (311) 207 (105)
Case 09-G-0795 Deferral (481) 321 (161)
Medicare Part D (134) 90 (44)
263a Deferred Taxes (215) 144 (72)
Interest on deferred balances (6) 5 1)
Interest on deferred POR 29 (20) 10
Regulatory deferrals (12,051) 13,882 1,830
Accumulated deferred income taxes
ADR / ACRS / MACRS Deductions (758,107) (25,047) (783,154)
Change of Accounting Section 263A (90,056) (5,355) (95,411)
Repair & Maintenance Allowance (111,869) (13,886) (125,755)
Excess Deferred FIT (19,067) (19,067)
Excess Deferred SIT (571) (571)
Vested Vacation 1,728 - 1,728
Prepaid Insurance Expenses (463) - (463)
Unbilled Revenues 5,330 - 5,330
Contributions In Aid of Construction 2,135 - 2,135
Deferred State MTA (3,429) (3,429)
Capitalized Interest 1,448 - 1,448
Amortization of Computer Software (15,515) (1,699) (17,214)
Call Premium (998) - (998)
Deferred S.I.T. (42,064) 808 (41,256)
Accumulated deferred income taxes (1,031,498) (45,179) (1,076,677)

Total Rate Base $ 3,862,656 $ 373,605 $ 4,236,261
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Gas Case 13-G-0031
Average Capital Structure & Cost of Money
For the Twelve Months Ending December 31, 2014, December 31, 2015 and December 31, 2016

Consolidated Edison Company of New York, Inc.
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Capital Cost Cost of Pre Tax
Structure % Rate % Capital % Cost %
50.54% 5.17% 2.61% 2.61%
1.46% 1.25% 0.02% 0.02%
52.00% 2.63% 2.63%
48.00% 9.30% 4.46% 7.39%
100.00% 7.10% 10.02%
Capital Cost Cost of Pre Tax
Structure % Rate % Capital % Cost %
50.56% 5.23% 2.64% 2.64%
1.44% 1.25% 0.018% 0.02%
52.00% 2.66% 2.66%
48.00% 9.30% 4.46% 7.39%
100.00% 7.13% 10.06%
Capital Cost Cost of Pre Tax
Structure % Rate % Capital % Cost %
50.58% 5.39% 2.73% 2.73%
1.42% 1.25% 0.02% 0.02%
52.00% 2.74% 2.74%
48.00% 9.30% 4.46% 7.39%
7.21% 10.14%

100.00%
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