
MUNICIPAL INFRASTRUCTURE SUPPORT PANEL

ELECTRI
__________

Would the membersmember of the Municipal Infrastructure

Support Panel please state your namesname and businessbusines

addressaddres

ThomasThoma Gencarelli and Paul Cherian Our businessbusines

addressaddres is 1610 MatthewsMatthew Avenue Bronx NY 10462

What are your current positionsposition with Con Edison

Gencarelli am employed by Consolidated Edison

Company of New York Inc Con Edison or the

Company as the General Manager of Public

10 Improvement

11 Cherian am the Section Manager of Engineering

12 ServicesService in Public Improvement

13 Please describe your educational background

14 Gencarel.i graduated from New York Institute of

15 Technology with BachelorsBachelor Degree in Mechanical

16 Technology in 1970

17 Cherian received BachelorsBachelor Degree in Electrical

18 Engineering from University of Kerala India in 1976

19 Please describe your work experience

20 Gencarelli have been employed by Con Edison since

21 1972 have held the positionsposition of Engineer in Power

22 Generation Project Superintendent at Indian Point

23 Generating Station Department Manager of Nuclear

-1-



MUNICIPAL INFRASTRUCTURE SUPPORT PANEL

ELECTRIC
__________

ProjectsProject Department at Indian Point and Department

Manager of Public Improvement currently hold the

position of General Manager for the Public

Improvement/Engineering Department within the CompanysCompany

Construction organization

Cherian have been employed by Con Edison since

1987 have held the positionsposition of Engineer in the

Estimating group Engineer in Central Construction and

Superintendent at the Indian Point Generating Station

10 currently hold the position of Section Manager of

11 Engineering ServicesService within the Public Improvement

12 Department

13 Please generally describe your current

14 responsibilitiesresponsibilitie

15 Gencarelli My current responsibilitiesresponsibilitie are to

16 maintain the integrity of Con EdisonsEdison electric gas

17 and steam systemssystem during the course of municipal

18 construction projectsproject in cost effective-manner ThisThi

19 requiresrequire planning coordinating engineering and

20 negotiating with municipalitiesmunicipalitie and the contractorscontractor

21 assigned to work for them to ensure the timely

22 completion of their projectsproject

-2-



MUNICIPAL INFRASTRUCTURE SUPPORT PANEL

ELECTRIC
___________

Cherian currently manage the Municipal

Infrastructure Support OM and Capital budgeting and

expenditure tracking processproces also manage the

Engineering Estimating processproces which preparesprepare

estimatesestimate for interference related OM and Capital

projectsproject In addition manage the Emergency

Sewer/Water and Test pit contractscontract

What is the purpose of your testimony

Our testimony addressesaddresse the meaning of

10 interference as it relatesrelate to Con EdisonsEdison Electric

11 system Operation and Maintenance OM

12 interference costscost associated with the CompanysCompany

13 electric facilitiesfacilitie for the rate yearsyear RY1 RY2 and

14 RY3 Capital interference costscost associated with the

15 CompanysCompany electric facilitiesfacilitie for the period 2009-2012

16 Lower Manhattan OM interference costscost for the rate

17 yearsyear RY1 RY2 and RY3 and Capital interference costscost

18 for the period 2009-2012 and proposal for full

19 reconciliation of interference costscost and expensesexpense

20 Please provide summary of your testimony

21 When municipality performsperform work such as installation

22 or repairsrepair to water mainsmain sewerssewer and drainage

23 facilitiesfacilitie reconstruction of roadwaysroadway curbscurb and
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sidewalkssidewalk and if the work affectsaffect the CompanysCompany

Electric facilitiesfacilitie Con Edison must bear the costscost to

support and protect its facilitiesfacilitie The forecasted

amount of OM interference costscost for the rate year

twelve monthsmonth ending March 31 2010 is approximately

$76.5 million and $96.5 million and $80.8 million for

rate yearsyear RY2 and RY3 respectively The calculation

for thisthi forecast is four-step processproces described

later in our testimony based on New York CitysCity

10 forecast of its infrastructure expendituresexpenditure as

11 reflected in the CitysCity Capital Commitment PlansPlan

12 The CompanysCompany capital interference costscost are the

13 capital expendituresexpenditure incurred when the Company is

14 required to remove and relocate Company electric

15 facilitiesfacilitie to new location due to direct interference

16 with proposed City or other municipal facilitiesfacilitie The

17 CompanysCompany forecast for capital interference costscost for

18 calendar yearsyear 2009-2012 is $33.65 million $34.35

19 million $35.11 million and $35.25 million

20 respectively

21 Since the provision for reimbursement from federal

22 fundsfund for Lower Manhattan reconstruction expired on

23 December 31 2007 the Company commenced recovering the
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costscost associated with thisthi municipal support program in

base ratesrate effective April 2008 The forecast for

Lower Manhattan World Trade Center WTC interference

OM expendituresexpenditure for RY1 RY2 and RY3 is approximately

$13.85 million $14.28 million and $15.27 million

respectively The forecast for Lower Manhattan Capital

expendituresexpenditure for calendar year 2009 through 2012 is

approximately $18.1 million $16.12 million $18.3

million and $21.5 million respectively

10 Our testimony also explainsexplain the stepsstep the Company takestake

11 to mitigate the costscost associated with interference

12 work including using Joint Bidding for Lower Manhattan

13 projectsproject

14 Finally since the CompanysCompany interference forecast is

15 based on municipal infrastructure programsprogram that the

16 municipalitiesmunicipalitie determine programsprogram over which the

17 Company has no direct control the Company is proposing

18 full reconciliation mechanism for interference costscost

19 and expensesexpense including Lower Manhattan expensesexpense

20 INTERFERENCE

21 Please explain interference

22 Con Edison has an extensive system of electric cablescable

23 conduitsconduit structuresstructure and polespole in addition to servicesservice
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and appurtenancesappurtenance of variousvariou sizessize and operating

voltagesvoltage within the streetsstreet of its service

territoriesterritorie which includesinclude Manhattan QueensQueen Bronx

Brooklyn Staten Island and Westchester County These

facilitiesfacilitie share the space under the streetsstreet with other

facilitiesfacilitie such as telephone and cable TV owned by

private utility companiescompanie and sewer water and traffic

facilitiesfacilitie owned by New York City and other

municipalitiesmunicipalitie In addition electric overhead

10 facilitiesfacilitie share space above the streetsstreet with private

11 City and municipal facilitiesfacilitie When an entity plansplan to

12 perform work either underground or overhead -- and

13 is prevented from completing the proposed plan due to

14 other facilitiesfacilitie being in the way the term

15 interference is used

16 Is there more than one kind of interference

17 Yes Interference can be direct or indirect direct

18 interference is where an existing Con Edison facility

19 must be located and identified and must be removed and

20 reinstalled at new location in order to accommodate

21 and provide space for new City or other municipal

22 facility
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An indirect interference requiresrequire the Company to

identify the location of Company facilitiesfacilitie monitor

construction work and take stepsstep necessary to support

and protect Company facilitiesfacilitie which sometimessometime

requiresrequire the Company to temporarily relocate its

facilitiesfacilitie

Please explain interference expensesexpense as they relate to

Electric OperationsOperation

If private entity like the telephone company

10 performsperform work in the vicinity of the CompanysCompany electric

11 facilitiesfacilitie and Con Edison determinesdetermine that the electric

12 conduit and structuresstructure need to be supported protected

13 adjusted or relocated to accommodate the work of the

14 private entity then the private entity is required to

15 bear thisthi cost

16 However if the City of New York or another

17 municipality performsperform work such as installing sewer

18 or water main or repairsrepair to sewer or water main in

19 the vicinity of Con EdisonsEdison electric conduit or

20 structure then Con Edison must bear the costscost to move

21 replace support and protect its facilitiesfacilitie affected by

22 the construction activity
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Another component of interference expense is the cost

the Company incursincur to support and protect or modify its

facilitiesfacilitie during the course of municipal public

improvement project For example when City street

is repaved or the pavement around Con EdisonsEdison

facilitiesfacilitie is modified raising or lowering of

structuresstructure e.g castingscasting of electric manholesmanhole may be

required The costscost that the Company incursincur to raise

or lower these castingscasting or modify these structuresstructure are

10 considered to be an Electric interference expense

11 What type of municipal construction activitiesactivitie cause

12 interference with electric facilitiesfacilitie

13 The typical public improvement activitiesactivitie that affect

14 Company Electric facilitiesfacilitie are the installation of

15 water sewer and drainage facilitiesfacilitie reconstruction of

16 roadsroad bridgesbridge curbscurb and sidewalkssidewalk and as mentioned

17 above the repaving of roadwaysroadway

18 How often doesdoe the Company have to support protect

19 and/or relocate its electric facilitiesfacilitie

20 On any given day there are hundredshundred of municipal

21 projectsproject being planned engineered or constructed

22 within our service area These projectsproject are initiated

23 by such organizationsorganization as the Department of Design and
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Construction DDC Department of Transportation

Department of Environmental Protection Department of

ParksPark Bureau of BridgesBridge and the Economic Development

Corporation in addition to the variousvariou citiescitie and

townstown in Westchester County The projectsproject may be

planned or may be emergency activitiesactivitie such as

response to sewer or water main break However any

excavation for any City/Municipal project needed for

these activitiesactivitie can potentially impact the electric

10 facilitiesfacilitie located in that area and therefore may

11 present interference

12 The CompanysCompany engineering groupsgroup work with these state

13 and local agenciesagencie to try to minimize the impact of

14 municipal projectsproject on electric facilitiesfacilitie However

15 due to the heavy congestion of variousvariou underground

16 facilitiesfacilitie within the streetsstreet there is simply no way

17 to avoid the interference in many casescase

18 Is there primary municipality that drivesdrive the level

19 of the CompanysCompany interference expendituresexpenditure

20 Yes The City of New YorksYork Capital Infrastructure

21 Improvement Program is the primary driver of these

22 costscost for the Company Other municipalitiesmunicipalitie do perform

23 such work but on smaller scale
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OM INTERFERENCE FORECAST FOR THE RATE YEAR

Was the exhibit entitled ELECTRIC INTERFERENCE OM AND

CAPITAL EXPENDITURE FORECAST EXCLUDING LOWER MANHATTAN

prepared under your supervision or direction

Yes it was

MARK FOR IDENTIFICATION AS EXHIBIT MISP-l

What doesdoe thisthi exhibit show

ThisThi exhibit showsshow the CompanysCompany forecast of electric

interference OM expensesexpense for the rate year and the

10 capital interference forecast for the period 2009-2012

11 For OM it is forecasted that the Company will spend

12 approximately $76.5 million excluding labor in the

13 rate year ThisThi is approximately $25.0 million higher

14 than OM expendituresexpenditure in the historic year calendar

15 year 2007 but it is at approximately the same level

16 as the amount that was allowed by the Commission in

17 Case 07-E-0523 The variance between the historic year

18 expendituresexpenditure and the rate year projection is

19 attributable to an anticipated substantial increase in

20 City infrastructure activity during the rate year

21 similar to the situation in the CompanysCompany recently

22 concluded electric case
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Have you prepared an exhibit entitled NEW YORK CITY

CAPITAL COMMITMENT EXPENDITURESEXPENDITURE AND CON EDISONSEDISON

INTERFERENCE OM FORECAST 2009 2012

Yes it was prepared under our supervision and

direction

MARK FOR INDENTIFICATION AS EXHIBIT MISP-2

DoesDoe thisthi exhibit demonstrate the methodology used to

forecast interference expensesexpense stated above

Yes

10 Is the methodology the Panel usesuse to forecast

11 interference expensesexpense consistent with the methodology

12 applied in Case 07-E-0523

13 Yes With few minor modificationsmodification the methodology

14 used in thisthi filing is consistent with the StaffsStaff

15 suggested modification to the CompanysCompany methodology and

16 was accepted by the Commission in Case 07-E-0523

17 DoesDoe the City develop forecast for its infrastructure

18 expendituresexpenditure

19 Yes New York City publishespublishe its five-year Capital

20 Commitment Plan Commitment Plan three timestime year

21 in April September and January ThisThi plan describesdescribe

22 anticipated infrastructure projectsproject and includesinclude all

23 project costscost that are expected to be committed in each
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of the upcoming fiscal yearsyear for all the different

categoriescategorie of reconstruction work that the City expectsexpect

to undertake

The Commitment Plan also includesinclude commitment target

Commitment targetstarget are set because the City realizesrealize

that not all planned projectsproject will actually be

undertaken and completed

DoesDoe the Company base its forecast on the CitysCity

Commitment Plan

10 Yes The Company reviewsreview the CitysCity proposed forecast

11 for the categoriescategorie in the Commitment Plan defined as

12 Water Sewer Highway and Bridge projectsproject Since these

13 four categoriescategorie have the greatest impact on Company

14 facilitiesfacilitie the projected expendituresexpenditure for these

15 categoriescategorie are extracted from the Commitment Plan

16 Why doesdoe the Company use the CitysCity Commitment Plan in

17 developing the CompanysCompany forecast for OM interference

18 expendituresexpenditure

19 Over the yearsyear Con Edison has determined that its

20 grossgros interference expenditure is relatively

21 proportional to the CitysCity forecast of Capital

22 infrastructure improvement expendituresexpenditure and that the

23 relationship is useful predictor in calculating the
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CitysCity forecast for those itemsitem that impact the Company

facilitiesfacilitie

Please explain the methodology used to calculate the

rate year interference forecast

The Company has developed four step processproces for

developing interference OM costscost The four stepsstep are

as followsfollow

First the Company computescompute the average of the

Commitment TargetsTarget that the City has issued in January

10 of each of the past five yearsyear 2003-2007 and appliesapplie

11 that percentage 64 percent to the total level of the

12 CitysCity proposed expendituresexpenditure for specified

13 infrastructure categoriescategorie

14 Second to determine the CitysCity infrastructure

15 expenditure forecast the Company developed factor

16 which comparescompare the CitysCity actual expendituresexpenditure in

17 particular year to the CitysCity forecast expendituresexpenditure

18 based on the previouspreviou fiscal year January Commitment

19 Plan in that year The average of these factorsfactor

20 expressed as percentage of actual costscost over the

21 last five yearsyear is 97.6 percent

22 Third to determine the CompanysCompany overall level of

23 interference expendituresexpenditure the Company reviewed
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historical data and determined that the CompanysCompany total

spending on interference is approximately 11.6 percent

of the CitysCity infrastructure expenditure forecast

Fourth out of the CompanysCompany total spending on

interference approximately 75 percent is then

allocated to electric which reflectsreflect that most of the

CompanysCompany interference work is performed for electric

facilitiesfacilitie

Please further explain the first step the development

10 of the modified Commitment Target

11 The CitysCity commitment target forecast reflectsreflect the

12 projectsproject that are expected to be engineered bid and

13 awarded for each fiscal year For the latest City

14 Commitment Plan published in January 2008 the target

15 is 66 percent which effectively meansmean that the City

16 forecastsforecast that it will expend 66 percent of the entire

17 commitment plan i.e the City realizesrealize that not every

18 project in the plan will be undertaken

19 For purposespurpose of developing the interference OM

20 forecast the Company extracted from the latest

21 published City Commitment plan issued January 2008

22 the CitysCity forecast amountsamount for four specific

23 categoriescategorie that impact Company facilitiesfacilitie As
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discussed above these categoriescategorie are Water Sewer

Highway and BridgesBridge For bridgesbridge as described below

separate adjustment was made The total amount for

these four categoriescategorie was $1.3 billion which was then

multiplied by 64 percent the average of the Commitment

TargetsTarget in each of the last five January Commitment

PlansPlan for the yearsyear 2003-2007 The Company took an

average as representation of the Commitment Plan

targetstarget instead of simply relying on the current year

10 because we believe that thisthi average better reflectsreflect

11 the typical commitment target level ThisThi first step

12 produced projected expenditure level of $852 million

13 Please describe the adjustment made to the bridgesbridge

14 category that is mentioned above

15 The CitysCity Commitment level for BridgesBridge is the sum of

16 expendituresexpenditure forecasted for highway bridgesbridge and

17 waterway bridgesbridge Historically we know bridgesbridge over

18 waterwayswaterway have minimum number of Company facilitiesfacilitie

19 depending upon the individual bridgesbridge involved Based

20 on thisthi information and in reviewing the work proposed

21 by the City in thisthi category we determined that the

22 work for the water way bridgesbridge would have relatively

23 small impact on our facilitiesfacilitie for 2008 and 2009
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thereby reducing the numbersnumber accordingly which are

shown on Exhibit MISP2 In the exhibit the

numbersnumber in parenthesesparenthese for bridgesbridge are the numbersnumber

shown on the Commitment Plan and the numbersnumber outside

the parenthesisparenthesi are the amountsamount forecasted by the

Company based on our review of the bridge projectsproject

The calculation for the interference forecast is based

on the adjusted numbersnumber The projected expenditure

level of $852 million discussed above reflectsreflect the

10 bridge adjustment

11 Please describe the second step development of the

12 CitysCity actual infrastructure expenditure forecast

13 In the second step in order to further refine the

14 forecast the Company compared the CitysCity forecast as

15 reflected in the Commitment Plan from January of the

16 previouspreviou fiscal year to the CitysCity actual expendituresexpenditure

17 and averaged the resultsresult of thisthi comparison for the

18 past five yearsyear to develop factor of 97.6 percent

19 ThisThi comparison showsshow that on average over the last

20 five yearsyear 2003-2007 97.6 percent of the CitysCity

21 Commitment Plan forecasted expendituresexpenditure resulted in

22 actual expendituresexpenditure ThisThi calculation is shown in
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Exhibit MISP-2 of and resultsresult in

projected expenditure of $832 million

For the third and fourth stepsstep has the Company found

any correlation between the CitysCity infrastructure

expendituresexpenditure and the CompanysCompany interference costscost

Yes The CompanysCompany actual interference costscost as

percentage of the CitysCity actual expenditure averaged

approximately 11.6 percent over the last five yearsyear

2003-2007 The factor of 11.6 percent as shown in

10 Exhibit MISP-2 of is the five-year

11 average 2003-2007 of the CompanysCompany grossgros interference

12 expenditure compared to the CitysCity actual expendituresexpenditure

13 for the four categoriescategorie mentioned above

14 The Company has also developed ratio for electric

15 expenditure to total Company interference expendituresexpenditure

16 The most current five-year average 2003-2007 of

17 actual electric interference expendituresexpenditure to the

18 CompanysCompany actual grossgros interference expendituresexpenditure is 75

19 percent The 75 percent factor as shown in Exhibit

20 MISP-2 of is the percentage of the CompanysCompany

21 interference expenditure associated with electric

22 facilitiesfacilitie compared to the grossgros interference
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expenditure for all itemsitem combined ThisThi processproces is

demonstrated in Exhibit MISP-2 of

What is the forecast that resultsresult from these

computationscomputation

By applying these percentagespercentage to the last three

quartersquarter of 2009 and the first quarter of 2010 the

Company derived the total Electric interference

forecast of $76.5 million for RY1 excluding Company

labor Exhibit MISP-2 also providesprovide the forecast

10 for RY2 and RY3 without the Company labor component

11 DoesDoe the Company propose to update the forecast of

12 interference expensesexpense during thisthi rate case

13 Yes New York CitysCity Capital Commitment Plan is

14 generally published in January April and September of

15 each calendar year Our testimony and exhibitsexhibit were

16 prepared based on the CitysCity most recent commitment

17 plan which was published in January 2008 We will

18 update the forecast during the update phase of thisthi

19 proceeding if there are substantial changeschange to the

20 CitysCity plan that materially impact our interference

21 OM forecast

22 CAPITAL EXPENSESEXPENSE

23 What is the interference capital expenditure forecast
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The interference capital expenditure forecast for the

period 2009-2012 is $33.65 million in 2009 $34.35

million in 2010 $35.1 million in 2011 and $35.25

million in 2012 as shown on Exhibit MISP-1

Is the methodology for forecasting capital expensesexpense the

same as that of OM

No Unlike OM projection which is calculated

number based on the CitysCity forecast the forecast for

capital interference expensesexpense is the estimated cost of

10 projectsproject based on review of projectsproject contained within

11 the New York City Commitment Plan and from meetingsmeeting

12 with variousvariou City agenciesagencie specifically the Department

13 of Design and Construction DDC concerning future

14 projectsproject Most of these projectsproject however are still in

15 their preliminary design stagesstage precluding finite

16 assessment of capital related costscost

17 LOWER MANHATTAN EXPENDITURESEXPENDITURE

18 Was the exhibit entitled LOWER MANHATTAN ELECTRIC OM

19 AND CAPITAL FORECAST prepared under your supervision

20 and direction

21 Yes it was

22 MARK FOR IDENTIFICATION AS EXHIBIT MISP-3

23 What doesdoe thisthi exhibit demonstrate
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ThisThi exhibit showsshow the projected Lower Manhattan

Interference OM expenditure for RY1 through RY3 and

Capital expenditure forecast for the period 2009 to

2012

What is the electric interference forecast associated

with Lower Manhattan

The CompanysCompany OM expenditure forecast for Lower

Manhattan is $13.85 million $14.28 million and $15.27

million for RY1 RY2 and RY3 respectively The Capital

10 expenditure forecast is $18.07 million $16.14 million

11 $18.3 million and $21.55 million for the period 2009 to

12 2012

13 Explain the methodology used to calculate the

14 interference cost for Lower Manhattan

15 The City provided listing of projectsproject with potential

16 starting datesdate and the type of projectsproject for the Lower

17 Manhattan area We then developed order of magnitude

18 estimatesestimate for OM and Capital work for each project

19 based on past experience of similar jobsjob in the Lower

20 Manhattan area We based thisthi estimate on the type of

21 work that it required in Lower Manhattan which is

22 different than other interference work
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Please explain the difference in the work in Lower

Manhattan

Through the yearsyear most of the new facilitiesfacilitie installed

in Lower Manhattan are on top of existing active and

abandoned facilitiesfacilitie As result there are layerslayer

upon layerslayer of facilitiesfacilitie in Lower Manhattan The

federal financing which is being used to defray the

costscost to the City for the rebuilding of Lower Manhattan

roadwaysroadway requiresrequire the roadwaysroadway to be constructed to

10 meet Federal DOT specificationsspecification ThisThi meansmean inch

11 curb reveal the distance between the top of the curb

12 and the roadway surface be achieved To attain the

13 inch curb reveal the roadway has to be lowered which

14 requiresrequire the lowering of Company facilitiesfacilitie ThisThi will

15 require the removal of abandoned facilitiesfacilitie and then

16 rearranging and lowering active facilitiesfacilitie to provide

17 adequate space for lowering the roadway Consequently

18 extensive removal work is required for these projectsproject

19 which generally comescome at higher cost to perform

20 interference work relative to areasarea outside of Lower

21 Manhattan

22 Are there any other reasonsreason why the methodology used

23 for calculating Lower Manhattan interference expensesexpense
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is different from the methodology used to calculate all

other interference expensesexpense

Yes For areasarea outside of Lower Manhattan the

majority of interference work is being done under the

bid protocol called Section which is Section of

the DDC contract However the work in Lower Manhattan

is being implemented under recently introduced but

different protocol called Joint Bid Unlike Section

under Joint Bid the utility interference work is

10 included in the City bid document and is competitively

11 bid by the contractorscontractor bidding the City project ThisThi

12 protocol was introduced by State Legislation

13 specifically for Lower Manhattan and was accepted by

14 the City of New York and all the major utility

15 companiescompanie operating in the City The City and the

16 utilitiesutilitie spent approximately two yearsyear establishing

17 the detailed processproces for Joint Bidding and the first

18 project under thisthi protocol was bid in late 2007

19 Therefore there is no historic data available to

20 develop methodology to forecast future interference

21 expendituresexpenditure as percentage of the CitysCity forecast

22 In addition the complexity in performing utility

23 interference work in Lower Manhattan due to higher
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levelslevel of underground congestion and narrower than

normal roadwaysroadway are some of the factorsfactor which preclude

the development of mathematical formula to forecast

future expendituresexpenditure Therefore we are forecasting our

future interference costscost on an individual project

estimate basisbasi

Please explain Section

Section is the section in the City contract for

infrastructure work where the utilitiesutilitie identify and

10 quantify the interference scope of work The protocol

11 for Section is established jointly by the City of New

12 York and the major utilitiesutilitie operating in the City

13 Under the protocol the contractor of record for any

14 Section project should negotiate and reach an

15 agreement with the utilitiesutilitie prior to the start of the

16 project If an agreement can not be reached the

17 matter is submitted for arbitration and the result is

18 final and binding

19 Turning back to the forecast for Lower Manhattan

20 please explain the significance of Exhibit MISP-4

21 Exhibit MISP-4 showsshow the CompanysCompany estimated cost

22 for the first Joint Bid project Beekman Street

23 project in Lower Manhattan is consistent with the
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awarded low bid amount Page of showsshow the

CompanysCompany overall estimate for the eekman Street

project OM Electric Gas and Steam capital

expendituresexpenditure totalstotal $13.408 million Page of of

the same exhibit is the City document showing the

project Cost shared by each participating party based

on the low bid and CompanysCompany share of the project as

$13.748 million The order of magnitude method we

apply for forecasting costscost for other upcoming projectsproject

10 in Lower Manhattan is consistent with thisthi estimating

11 approach We therefore expect that the Lower

12 Manhattan projectsproject will be in the range of estimatesestimate

13 included in thisthi filing

14 MITIGATION MEASURESMEASURE

15 Please describe any mitigation measuresmeasure that the

16 Company takestake to decrease interference costscost

17 In addressing interference costscost the Company is

18 required to adhere to state and municipal statutesstatute

19 codescode regulationsregulation and other established protocolsprotocol

20 which limit the CompanysCompany flexibility in implementing

21 mitigation measuresmeasure In addition and as discussed in

22 more detail below given the nature of interference

23 work and the fact that thisthi work and related
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expendituresexpenditure is largely driven by factorsfactor outside of

the CompanysCompany control the opportunitiesopportunitie for mitigation

measuresmeasure are consequently limited However over the

past seven or so yearsyear the Public Improvement

department has taken multiple aggressive initiativesinitiative to

mitigate interference costscost and they are as followsfollow

Strengthening Public Improvement Engineering

Engineering is our first line of defense in cost

mitigation and therefore we have increased our in-

10 house resourcesresource and structured engineeringsengineering

11 functioning to realize maximum efficiency Engineering

12 interfacesinterface with variousvariou agenciesagencie during the initial

13 design and planning phasesphase of project and has the

14 first opportunity to study the agenciesagencie scope of work

15 They perform an in-depth analysisanalysi of the work scope to

16 determine the type and nature of the interference and

17 to quantify it Meeting with the agenciesagencie during the

18 planning phase to suggest/request and discussdiscus possible

19 scope changeschange to minimize interferencesinterference and to request

20 accommodationsaccommodation is another important engineering

21 function Then the Section-U package is prepared

22 quantifying the interference itemsitem and identifying

23 their locationslocation ThisThi package is submitted to the
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agency to be included in the Section-U of their

contract document Almost alwaysalway the time available

to perform the above mentioned functionsfunction is thirty daysday

or lessles and hundredshundred of projectsproject of varying size and

complexity are engineered by variousvariou agenciesagencie during

any given fiscal year Recognizing the importance of

performing thorough engineering analysisanalysi and issuing

quality Section-U package for every project led to

the initiative to increase internal resourcesresource and

10 established accessacces to external resourcesresource if required

11 Maximize Number of Section-U ProjectsProject The Section

12 protocol providesprovide the Company with certain limited

13 leverage to negotiate with the City agency

14 contractorscontractor fair market price for the CompanysCompany

15 portion of interference work ProjectsProject are not

16 automatically classified as Section-U unlessunles certain

17 engineering requirementsrequirement are met Through the effortseffort

18 of the engineering department the Company has been

19 able to maximize the number of interference projectsproject

20 under Section

21 Conduct StudiesStudie and SurveysSurvey Since the protocol of

22 dealing with underground and overhead interferencesinterference is

23 unique particularly in the City of New York it doesdoe
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not easily lend to benchmarking with other similar

utilitiesutilitie ThisThi led Public Improvement to seek the

assistance of expertsexpert in the field to conduct

independent studiesstudie to provide guidance in determining

fair market value for interference itemsitem of work and

best construction practicespractice are applied based on the

latest technology In addition we also conducted

periodic surveyssurvey utilizing internal Company resourcesresource

to ascertain the latest methodology utilized by roadway

10 contractorscontractor in implementing certain taskstask ThisThi allowsallow

11 the updating of our estimating pricing structure and

12 keepskeep current with the latest technology and

13 methodologiesmethodologie

14 Negotiating Team The negotiating team concept has

15 been extremely successful since its inception in 2001

16 The team consistsconsist of the estimator the project

17 engineer the borough manager and the borough project

18 specialist The estimator is the lead and the common

19 individual for all negotiationsnegotiation irrespective of the

20 borough ThisThi helped the enforcement of uniform pricing

21 for same work itemsitem through out the boroughsborough and also

22 forced the reduction of pricesprice for certain itemsitem which

23 resulted from the studiesstudie and surveyssurvey
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Maximize Lump Sum AgreementsAgreement From experience we have

come to the conclusion that lump sum agreementsagreement

generally resultsresult in lower total project cost when

compared to unit price agreementsagreement Therefore we prefer

and promote lump sum agreementsagreement For the past three

yearsyear approximately 76 percent of agreementsagreement are of

the lump sum type The added advantage of lump sum

agreementsagreement is that it allowsallow our field personnel to

concentrate primarily on preventing damage to our

10 facilitiesfacilitie

11 Aggressive Arbitration Strategy The Section-U

12 protocol directsdirect the utility and the contractor to

13 arbitrate if negotiated agreement cannot be reached

14 Another goal served by the studies/surveysstudies/survey and the

15 negotiating team concept is to support effortseffort to

16 successfully challenge contractorscontractor in arbitration if

17 the pricing offered by the contractor is out of line

18 with fair market value To date the Company has an

19 approximate 90 successsucces rate when we have arbitrated

20 these projectsproject

21 Structure Department FunctionsFunction for Maximum Efficiency

22 We restructured the Public Improvement Department to

23 maximize efficiency One recent example of thisthi
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restructuring was the creation of an independent sub-

section in Engineering ServicesService to focusfocu on Emergency

Sewer and Water projectsproject as well as borough wide Test

Pitting The Emergency Sewer and Water personnel focusfocu

on assuring that when sewer can be relined rather

than open cut we pursue thisthi technical solution with

the DEP Timely rigorousrigorou test pitting in advance of

Engineering to properly identify interference

relationshipsrelationship with other utilitiesutilitie and verify the

10 accuracy of our mapsmap and recordsrecord As result we

11 benefit through consistent pricing of contractor work

12 as the section usesuse borough wide approach rather

13 then each borough being independent

14 We have also created an office in Lower Manhattan that

15 focusesfocuse on work in thisthi area as their primary mission

16 Working Clearance near Overhead ConductorsConductor We

17 requested OSHA to provide clarification on safe

18 clearance guide linesline for working near live electric

19 overhead conductorsconductor approach distancesdistance ThisThi enabled

20 us to addressaddres some contractorscontractor refusal to use certain

21 typestype of mechanized equipment in proximity of electric

22 overhead conductorsconductor while performing City

23 infrastructure work
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Joint Bidding We were the primary participant in

crafting the language and worked for the passage of the

Joint Bid legislation along with NYC Following the

Law being enacted we were also one of the primary

participantsparticipant in crafting the Joint Bid Agreement

between the City and the utilitiesutilitie ECS/Verizon Time

Warner Although thisthi Agreement was year in

finalizing the Agreement requiresrequire the creation of

macro unitsunit of work/specificationswork/specification to reflect the type

10 of work in the Lower Manhattan area the most congested

11 area in our service territory as well having some of

12 the most sensitive customerscustomer The basic premise behind

13 Joint Bidding is having all stake holdersholder involved in

14 the project coordinate their work create an integrated

15 work schedule share proportionately in the costscost and

16 get competitively bid pricing

17 RECONCILIATION

18 Is the Company proposing to reconcile electric

19 interference costscost

20 Yes As described earlier in our testimony the

21 Capital and OM expensesexpense that are incurred when the

22 Company is obligated to take action in response to

23 municipal projectsproject are not subject to precise
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projection and are predominately outside of the

CompanysCompany direct control While the Company doesdoe take

aggressive actionsaction to mitigate these expensesexpense to the

extent practicable as we just described the magnitude

and timing of municipal projectsproject is driven by municipal

plansplan and processesprocesse totally outside of our control that

can cause the scope and timing of actual expendituresexpenditure

to vary significantly from forecasted amountsamount

Therefore the Company proposespropose full reconciliation for

10 OM interference expendituresexpenditure consistent with the

11 historical treatment of these expensesexpense until the most

12 recent electric rate order

13 What did the Commission decide on thisthi issue in its

14 most recent order

15 The Commission implemented one-way downward

16 reconciliation mechanism where the Company would be at

17 risk for actual costscost above the forecasted amount and

18 customerscustomer would be made whole for actual expendituresexpenditure

19 below the forecasted amountsamount

20 Do you agree with that determination

21 No we do not Especially in light of the aggressive

22 actionsaction that the Company takestake to mitigate these

23 expensesexpense as well as now relying on an historical
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average of the CitysCity January Commitment Plan and

performing more detailed evaluation of the CitysCity

waterway bridge program one-way downward

reconciliation is grossly unfair to the Company If

the Commission is not receptive to reinstituting two-

way reconciliation for interference expense which has

been staple of multi-year rate plansplan supported by

Commission Staff in such context and no lessles

applicable in theory to one-year rate determinationsdetermination

10 due to the volatility of such expensesexpense the Commission

11 must at minimum eliminate the one-way downward

12 reconciliation in the context of one-year plan to

13 provide the Company fair opportunity to share in the

14 fruitsfruit of its actionsaction to mitigate interference costscost

15 which will in any event be captured for the long-term

16 benefit of customerscustomer when ratesrate are reset

17 Is the Company also proposing to reconcile electric

18 interference costscost for Lower Manhattan projectsproject

19 Yes Like other interference costscost the CompanysCompany

20 forecast of expendituresexpenditure for Lower Manhattan projectsproject

21 is driven by the CitysCity forecasted projectsproject and

22 estimated costscost and the CitysCity actual execution of its

23 program Accordingly these costscost are not directly
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within the CompanysCompany control Therefore the Company

proposespropose to utilize the same reconciliation mechanism

for interference expendituresexpenditure for Lower Manhattan

DoesDoe thisthi conclude the PanelsPanel testimony

Yes it doesdoe
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EW YORK .CT DEP rME oc

$ieN CN$TRUC7JON

AVD PNEY AA

Corr

June 192007
ER3C MACFARLANE P.S

Dy Coissce

Mr Michael MobyedProject Manager
Public 1mprovemen/Etgineering
Consolidated Edison Companyof New York Inc

150 BroadwaySuite 2220

New York NY 1003Z

RE Project liWMWTCA6E
Joint Bid Work for Consolidated.Edison Company of New York Inc

Reconstruction of Beckman Street from Park Row to Gold Street and

Park Place from Broadway to West Broadway
Boroughof Manhattan

Dear Mr Mobyed

BidsBid for the referenced contract were openedon Marth 22 2007 The City has awarded thisthi contract to the

apparent.*verafllowbidder TROCOM CONSTRUCTJONCORP Based on the biddersbidder price the total

cost of Conolidxed Edison Comparyof New York IncsInc share of the work is S12036 vciich

includesinclude construction cost Resident Engineering 1nseetionREX and Transit Authority Force Account

as shown on Project Cost Shared Summary by Each ParticipatingParty The Memorandum of BidsBid
Low Bid Share Breakdown RE contract Transit Authority Force Account Agreement and Project Cost

Shared Summaryby Each ParticipatingPart are attached for your reference

At your option you may wish to follow the CitysCity exampleby adding contingencyfactor suggested
minimum factor 5to your budget appropriation

As per Article Section 8.6 of the Joint Bid Agreement Consolidated Edison Companyof New York inc

has the optionof submittingpayment by check or if greater than $250000.00 by letter of credit In order

for thisthi Departmentto proceedwith the registration of thisthi contract it is herebyrequestedthat Consolidated
Edison Companyof New York Inc forward check for the above amount made payable to THE CITY
OF NEW YORX DIRECTOR OF FINANCE HWMWTCA6E0 or submit letter of credit to Mr
Robert Cleary Assistant Commissioner NYCDDC Budget Finance-Financial ManagementUnit 3O30
Thomson Avenue 4thFloor Long Island City NY 11101

As per Article 8.5 of the Agreement fInal actual costscost reconciliation will be perfonned at substantiai

completion of the contract

Very truly yoursyour

Eric Macf lane PE

End



Jne 192007

Mr Michael Mobyed Prect Manager
Consolidated Edison Compaxyof New York Inc

Project II HWMWFCA6E

Joint Bid Work for ConsoIuated Ecbson Companyof New Yorl inc

Reconstructrnn of Beckman Street from Park Row to Gold Street and

Park Place rorn Broedwa to West Broadway
BorougbofMaPihattan

bc 0/C Macfariane AssocJC R. Zette1und
AssociC Cowan Svilar

A/C Ng D1AIC Malbek Zargarelahi Wong Tang
A/C DoleyresDoleyre Foley Jarorni Keshava
A/C Venugopalan Jean-LoisJean-Loi Yan Lake

A/C Clearyw/sttachment Morrison

SIGIC Sottiie 0/C Varoii
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