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JOSEPH A.  HOLTMAN - ELECTRIC

Pl ease state your nane, title, enployer end busi ness
addr ess.

My nane is Joseph A. Holtman. | amDirector -
EIectricityISuppIy for Cbnsolidated Edi son Conpany of
Nem/York,'Inci ("Qn Edi son" or the "Conpany"). M
office is located at 4 Irving Place, New York, New

Yor k 10003.

Pl ease describe your responsibilities in that
position.

| aniresponsible for day-to-day supply operations,
including the scheduling of generation and | oad bids
wi th the New York |ndependent System Qperat or
("NY1SO'), the PIM Interconnection, L.L.C ("PIM),
and 1 SO New England ("1SO NE'); devel opnent and

i mpl enentation of electric power procurenent plans-for
full service customers, which includes devel opment and
inplenentetion of the Conpany's electric hedging
activities, strategic devel opment and participation in
capacity and transm ssion congestion contract

auctions, and nmanagenent of contracts with various

non-utility generators. | performthese functions for
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the full service custoners of Con Edison, Orange and
Rockl and Utilities, Inc. (*0&'), Rockl and Efectric
Cbnpany ("REQD') and Pi ke County Light & Power Cbnpany'
("R ke")..

Pl ease describe your professional background.

| rejoined Con Edison in March 2002, in ny current
capacity. From April 2000 through Mar ch 2002?7I was
ehployed by M rant NGMIYOFKL Inc. as D fector5

Regul atory Affairs wth responsibility_for-hEM/York
regulafory and NYI SO matters. FromJuly 1999 through
April 2000, | was Director-Corporate Planning for Con
'Ediédn _morking primarily on matters related to
potential nergers and acduisitions; From 1996 t hrough
July 1999, | was D rector-Energy Resources for O&R
with responsibilities siﬁilar to ny currenf position;

| al so had generaI responsibility for the procurenent
of natufai gas energy and capacity, and aséociated
regulatory and accounting natters; From Mar ch t hrough
July 1997, | assuned the'posLtion of Actihg Presi dent
for NORSTAR Energy Limited Parfhership, a Houst on,

Texas- based retail gas narketihg enterprise, wth
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general responsibility for day-to-day operations of
the firm In 1995, | was naned Director-Fue

Resources, with general responsibility for procurenent

~of natural gas for resale, and natural gas, coal and

oil for G&R's electric generation facilities. From
1991 thrbugh 1995, | was Manager - Fuel Resources |
Adm nistration, with simlar responéibilities. From
1989 through 1991, | was a Program Administrator in
&R s Denand-Side Managemnent departnent;. From 1985
through 1989, | was enployed by O&R as an Econom c
Analyst, with responsibility for forecasting, capité[
appropriations analysis, and various.other'stafistical
st udi es.

| received a Bachel or of Awts'degree in Phjsics (cum
laude) fromthe Stéfe Uhiversity of New York Col | ege
at Pl attsburgh in Decenber, 1984, and a Masters degree
in Business Adm nistration with a major in Financial

Managenent frbn1|ona Col | ege' s Hagan School of

‘Business in July, 1989.

Have you previously testified before the New York

Public Service Conm ssion ("Commssion" or "NYPSC')?
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Yes, | have testified on behalf of O%R in Cases 89-E-
175, 89-E-176, 96-E-0900, and 94-E-0952, and for the
Company in Case 04-E-0572. | have al so testified on
vari.ous electric rate matters before the New Jersey
Board of Publlic UtiI_ities', on both gas and electric
rate matters before the Pennsylvania Public Wilities
Conm ssion, and on vari 6us matters before the Federal
Ener.gy Regul atory “Cormi ssi on. |

What is the purpose of your testinony in this
proceedi ng? |

| will describe the energy purchases made on behal f of
Con Edison's full service custonmers from January 2004
t hrough Decenber 2006 and | will explain fhe Conpany' s
pr oj ecti'on of energy supply costs through the rate
yéar. | will discuss the allocation of processing
‘charges between'the Conpany's -Steam and El ectric
Qperations, and its O her Fuel Charges,.' i ncl udi ng
projected costs associated with the Regional

G eenhouse Gas Initiative ("R3E") and other

envi rohmant al initiatives su.ch as the Cean Ar

Interstate Rule ("CAIR').
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SUPPLY PURCHASI NG HI STORY

Q What are the Conpany's objectives when purchasing
energy for its full service custoners?
A.-  The Conpany seeks the | owest reasonabl e costs for its
- customers, subject to reliability and contracfuaf

constraints. As part of this objective, it also seeks
to hitigate price volatility.
Q .IIn what ways does the Conpany acconplish t hese

obj ectives?

A The Conpany aggressively pursues conmerci al

opportunities, such as favorable contract
restructurings or exténsioné. The Cbnpany al so
aggressively pufsues mar ket structure changes that are
benefibial to fts customers, through active
participation in NYISO connittees_and in filings with
FERC to nitigaté anti-cbnpetitive mar ket pricing.'

Q Pl ease describe, in general terns, how Con Edi son
procures electricity supply for its fuII service

custoners.

A El ectric energy and capacity are procured fromthree

mai n sources: contract supplies, such as non-utility




10
11
12
13
14
15
16
17
18
19

20

JOSEPH A, HOLTMAN - ELECTRI C

generation ("NJG) contracts, a contract with Entergy

Nucl ear |ndian Point 2, LLC, and its newest contract

~with Astori a Energy, LLC, Con Edi son's own steam

"electric generation; and purchases made primarily from

the NYISO's energy, capacity and ancillary services
narkets. TheICanany al so uses financial hedges to
mtigate price Volatility for its custoners.'

| show you a ohe-page document entitled, "WHOLESALE
ELECTRI CI TY SUPPLY COSTS - CALENDAR YEARS 2004 THROUGH
2006," and ask whether it was prepared under your

supervision and direction?

Yes. |

MARK FOR IDENTIFICATION AS EXH BIT_  (JAH1I)
What does Exhi bit (JAH 1) éhomﬁ
Exhibit  (JAH1) illustrates the allobated and

i nvoi ced costs, fron12004 t hrough 2006, of energy,
capacity and ancfllafy servicés acqui red on behal f of
the Conpany's full service custoners. | note that
this exhibit shows a material decline in the'Cbﬁpany's

spot market purchases, which is primarily due to
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custonmers migrating from
access.
Pl ease descri be the Conpa

As noted in Exhibit

MAN - ELECTRIC

full-service to retai

ny's firmsupply contracts.

(JAH 1), over 3,000 MV (41%

of Capacity supply) and over 18 mllion MM (66% of

energy supply) were provi

firmcontracts in 2006.

ded by the Conpany's seven

Five of these are nmandated

NUG contracts with PURPA units, one is with Entergy,

and one is with Astoria Energy, LLC

| show you a one-page document entitled, "FIRM

CONTRACTS AS OF MARCH 31,

was prepared under your s

2007," and ask whet her it

upervi sion and direction?

Yes.

MARK FOR | DENTI FI CATI ON AS EXH BIT (JAH 2)
What does Exhibit  (JAH2) show?
Exhibit _ (JAH2) sets forth.the term and capacity

of ‘each of the firmsupply sources described above.

Pl ease describe the Conpany's steamelectric

gener ati on.

As noted in Exhibit

(JAH 1), 416 MN (5% of

capacity supply) and 2,781,565 MM (10% of energy
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supply) were provided by the Conpany's five facilities .
in 2006. Costs are allocated anobng the steam and
electric departnents in accordance with existing rate

pl ans. .

Qﬁ.l ShOM/yOU a one-page docunent entitled, "STENM

" ELECTRI C GENERATI ON CAPACI TY (MY PRQIECTED FOR SUMMVER
2007 AND SUMVER 2008, " and ask whether it was prepared

under your supervision and direction?

Yes.

NARK FOR iDENTIFICATICN AS EXHBIT .  (JAH3)
What does Exhibit - (JAH3) show?
Exhibit______(JA+L3) shoms the capacity fromthe

Conpany's retained generation located at its steam
electric plants (qollectively referred to as_"stean}'
électric generation").

Pl ease describe the Conpany's spot purchases.

The vast mpjority of.spot energy purchases are made
fromthe NYISO prinmarily in its day-ahead market, but

also fromits real-tine market. NYISO prices energy .

_in each of those markets at eleven different |oad

zones. Over 80% of Con Edi son's customers'
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consunption is in NYISOs Zone J, the New York Gty
("NYC') load zone. The remainder is located in NYI SO

Zdnes H (MIllwod) and I (DUnmoodie). The Conpany

“al so purchases excess energy from non- PURPA NUGs

|l ocated in its territory, which have contracted with

other buyers for the bulk of their deliveries. Such

energy is typically purchased at the NYI SO spot price.-

Spdt capacity pufchases are al so made prinarily from
the NYISO in two regions. The NYISO adm ni sters three
capacity market areas: one for NYC, one for_Lbng

I sl and and ohé for rest-of-state (VROS”)J The
majority of Con Edison's capacity obligation is in

NYI SO s NYC market; the remainder is in its ROS

mar ket . NYI SO conducts auctions that allow.|oad

serving entities ("LSs") like Con Edison to purchase

capacity for a one-nonth period, or for periods of up
to six nonths. Any LSE wth capacity obligations not
met by the sum of contract purchases and bUrchases
made in these "strip" or nonthly auctions is provided
capacity_by the NYI SO from spot auctions it conducté

nont hl y. 'Prices in these spot auctions are set at the
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intersection of a demand curve, adninistratively
est abl i shed through the NYI SO s governance processes,
and supply offer ‘curve for that auctidn. One aspect

of the demand curve is that all capacity sellers in
NYI SO s spot auction receive the demand curve price
for all of fhe capacity that they econoniéally of f er
into the demand curve auction. It is typical for nore
Capacity to be available for sale than i s required to
be purchased; Such excess capacity is purchased by
NYlI SO on behal f of the LSEs.: These costs are
aIIocéted to | oad serving entities as "excess gapacity
costs." |

Pl ease describe the Conpany's financi al hedging-
practfces. |

The Company uses financial hedge products to mtigate
the volatility of - its spot purchases. Products
inblude fixed;for-floating price swaps, also known as
contrécts for differénces ("CFDs"), options, and
transm ssi on congestion contracts ("TCCs"). CFDs are
typically traded on a "5x16" basis, nmeaning their

value is conputed over the 16 peak hours (7 AMto 11

-10-
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PM prevailing time) on non-NERC holiday weekdays.
CFDs nay al so be traded-on an "around the cl ock”

basis, priced at the arithnetic average of all 24
hours_in a day, or on a "Ioad.shaped" basi s, where

hourly spot prices are wei ght ed by an agreed.upon set

of wei ghting factors for each hour in a day to

determ ne the CFD S settlenment price. Swaps may al so
be settled against a fixed proportion of the LSEs
hourly actual denand; t hese hedges may al so be'knomm
as 'slice of systeml hedges.

Options typically provide a financial benefit to
the option holder.mhen t he coﬁtracted paraneters, such
as spot price, tehperature, dr.both, exceed prfor
agr eed- upon threshol ds. . The prem ums or purchase
coéts of such options are rélated to the volatility of
t he underlying_product, the length of tine'prior to
delivery, and the agreed-upon strike price and/or
tenperature threshol d.

TCCs are essentially fixed-for-floating price
swaps that provide a hedge against fluctuations in the

transm ssion costs or rents realized when noving

-11-
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energy fromits source or point of injection, to its
sink or point of wthdrawal. |

Exhi bi t (JAH 1) identifies the net inpact
of the Cbnpany's financial hedging in each of the | ast
three years., including the cost of those'hedges; The
exhi bit shows.that the Conpany's hedging practices
stabilized generation prices for custoners, espécially
after Hurricane Katrina's inpact. The het i npact,
however, was slightly higher overall prices for
cust oner s durfng t he three-year'period.

SUPPLY COST PRCUECTLCNS

Have you prepared a projection of whol esal e energy
coéts?

Yes.

I show you a one-page docunent entitled "PRQIECTI ON OF

VHOLESALE ELECTRI CI TY SUPPLY COSTS - CALENDAR YEARS

2007 through 2011," and ask whether it was prepared
under your supervision and directibn?'
Yes. I_

MARK Foé | DENTI FI CATI ON AS EXHI BI T (JAH 4)

What does Exhi bit (JAH4) show?

-12-
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Exhibit ~ (JAH4) sets forth ny projections of
energy costs, based upon the forecast of full service
~sendout provided by the Conpany's Forecasting Panel

Pl ease describe the nethodol ogy used to devel op these
proj ections. |

As noted earlier in ny testinony, capacity and energy
are supplied from three maj or categories: firm
contracts, steamelectric generation, and spot |

pur chases.

Firm contract capacity costs have been proj ected based
on existing contract terms. \Where such terns.rely on
a projection of the Consuner Price Index for this
region, a forecast of 3.0% per year haé been used for
2007, 2.8%per year for 2008, 2.6% per year for 2009,
2. 4% per year for 2010, and 2.5@6per'year for 2011.
Most firmcontracts' energy costs are_ihdexed to some
fuel supply such as the delivered cost of natural gas
or erI oil. The price forecasts for these products
ﬁere based on forvard markets for these products as
published by the New York Mercantile Exchange

("NYMEX') as of Decenber 15, 2006.  Direct conparison

-13-
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of the supplfer's actual fuel oil costs and the
appl i cabl e NYMEX index over the perioq from January
2002 to Decenber 2005 yielded a factor of difference.
This factor, when applied to the NYMEX futures brices
aslof Decenber 15, 2006, yielded the.oil brice |

f orecast .

‘Natural gas price forecasts were based on NYMEX

natural gas futures contract prices, for commodity
delivered to the Henry Hub, Louisiana, as of Decenber
15, 2006. Seaspnal "basis differentials," reflecting
the cost of interstate.transportation fromHenry Hub
to Transgo Zone 6 (NYC), as provided by broker quotes,
wer e fhen applied to fhe commodity prices. This
delivered cost of natural gas was then increased by 4%
to reflect fhe cost of taxes on generation fuel;
yi el ding the natural gas pricé forecast.
Steam el ectric generation costs were projecfed
uSing a cost optimzation nodel; St eam sendout

projections and the fuel price forecasts described

“above were input to the PROMOD production cost nodel,

whi ch nodel s the operating characteristics of the

-14-
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Conpany's steamelectric units. Based on the nodel ed

di spatch of these units, and a projected allocation of

costs from the steam business unit for "processing
charges," such as water, chem cal and |abor costs, the
costs and vol umes of energy available for electricity

supply were deternined,'as sunmari zed on Exhibit

(JAH-4). A variable cost of energy that cannot be

reasonably projected at this time is the cost of .

eni ssions al |l onances for new air quality regu[ations,
such as RGA and CAIR  Such costs, when incurred, are
prdperly recoverabl e through fheINSC as a cost of

suppl ying full service customners. The.tariff'change

Is described in the testinony of the Electric Rate
Panel .

Pl ease continue with your descriptibn of 'Exhibit
(JAH-4).

Spot capacity purchase costs are based on a projection’
of capacity supply nargins.in t he NYC_and RCS regions;"
t he applicétion of fhese margins to anticipated 2008
demand curve paraneters to projeCt pfices, and then

t he appIiCation of these prices to the Conpany's

-15-
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expect ed spot capacity requirements in NYC and ROS
regi ons. Excess capacity costs, és described earlier
in ny testinDny, are also included in these cost

proj ections. |

Spot energy costs-are based oh broker quotes as of
Decenber 15, 2006. These énergy quot es were conpared
to_the'natUraI_gas prices discussed above, to ensure
t hat resulting narkef projections were consistent.
These price projections were then applied fo.thé

f orecast 6f full servfce volunefric requirenents as

provi ded by the Conpany's Forecasting Panel, after

deducting energy projected to be supplied fromfirm

contracts and steamelectric generation.

Has the projected net inpact of financial hedges been
i ncluded in these projeCtions?

The projection of financial hedge results includes
actual performance as of Nhfch 31, 2007. Thereafter
hedges have been assumed to be "at the money, " not
affecting custoneré' prices, for the purposés of these

cost projections.

-16-
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However, financi al hedges conmand prem uns for
reduci ng buyers' risks, and so would be exbected to
i ncrease bosts narginally over the long-term

It should be noted fhat t he Conpany Currently
hedges only for those customers with demands |ess than
1500 kW As discussed by the Conpany's Custoner
Cperations Panel , the Conpany is proposing to |ower
its demand tﬁréshold for custoners reqﬁiredlto t ake-
service under its mandatory hourly prfcing (MP)
service fron11500 kWto SOO kW As the Conpany
acquifes future hedges, it will plan for the
al | ocati on of hedgeé aﬁay fromthose customers after
t he coi nnencenent of ;heir MHP service, to conformwith
Cbnnissibh policy that the Conpany shoul d not be
hedgi ng for NHP customers.
Have you reviemed.the Conniésion's April 19, 2007
O der ih'Case 06-M—1017; regardi ng comodity
procurenment for utility small commercial and
residentfal cust omers?
Yes.. That Order states that utility-specific

volatility neasurenent standards, acceptable goals

-17-
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1 - based upon those standards and methods for after-the-

2 fact reporting of electric utility hedge prices shoul d
3 be established in collaborative or other
4 adm ni strative processes.

5 Q Are you haking any such proposals in this case?

6 A No. Based upon our consultation wth Staff, the

7 Conpany understands that a separate process wll be

8 initiated whose objective will be td_éstablish

9 st andar ds, goéls and_reporting'nethodé by the eﬁd of
10 this year. | amtherefore not naking.any proposals in
11 this case.

12 Q Does this conclude your testinony?

13 A Yes.

-18-




CONSOLIDATED EDISON COMPANY OF NEW YORK. INC.

Wholesale Electricity Supply Costs
Calendar Years 2004 through 2006

2004 2005 2006
Firm contracts Capacity costs $458, 902, 547 49.4% $419, 589, 963 50.0% $458,914,746 58.4%
Energy costs 915, 796, 399 39.5% 1,145,416,544 35.0% 1,192,855,671 43.5%
Other costs* 655, 446 58,335 0
Total costs $1, 375, 354, 392 41.5% $1,565,064,842 39.8% $1,651,770,417 44.6%
Capacity supplied (MW)** 3,036 32.8% 3,003 35.1% 3,303 41.2%
Energy supplied (MWh) 16,960,450 53.6% 17,327,621 55.3% ° 18375372 65.5%0
Steam-electric generation*** Energy costs (incl. fuel) $305,214,864 13.2% $613,286,310 18.8% $728,982,822 26.6%
Total costs $305,214,864 9.2% $613,286,310 15.6% $728,982,822 19.7%
Capacity supplied (MW)** 246 2.7% ] 274 3.2% 416 5.2%
Energy supplied (MWh) 1,437,482 4.5% 2,257,292 7.2% 2,781,565 9.9%
Spot purchases ' Capacity costs $470,933,466 50.6% $420,201,907 50.0% $326,694,320 41,6%
Energy costs 1,097,171,862- 47"3% 1,509,556,962 46.2% 821,857,473 29.9%
Other costs* 12,163,094. 6,647,898 3,463,019
Total costs $1,580,268,422 47.7% $1,936,406,767 - 49.2% $1,152,014,812 31.1%
) Cabacity supplied (MW)** 5,964 64.5% 5,271 61.7% 4,288 53.6%
Energy supplied (MWh) 13,260,687 41.9% 11,727,781 37.5% 6,906,845 24.6%
Financial hedges Net cost $54,262,200 ($180,406,878) $169,335,578
Total portfolio Capacity costs $929,836,013 ' $839,791,870 $785,609,066
Energy costs 2,318,183,125 3,268,259,816 © 2,743,695,966
Other costs* 12,818,540 6,706,233 3,463,019
Financial hedges 54,262,200 (180,406,878) 169,335,578
Total costs $3,315,099,878 $3,934,351,041 $3,702,103,629
Capacity supplied (MW)** 9,246 8,548 8,007
Energy supplied (MWh) 31,658,619 31,312,694 28,063,782

* Other costs include gas import taxes (for Firm contracts) and Power for Jobs demand charges (for Spot purchases).
** Capacity is unforced capacity or UCAP. ’

*** Steam-electric generation costs do not include the embedded cost of Company-retained generation.

LigiH<3
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CONSOLIDATED_EDISON._ COMPANY OF NEW YORK. INC,

PURPA: Energy and Capacity
Brooklyn Navy Yard Cogeneration Project
East Coast Power
Indeck Corinth
Selkirk Phase I

- PURPA: Capacity Only

Sithe - Independence

Firm contracts
Astoria Energy, LLC
Entergy Nuclear Indian Point 2, LLC

Firm Contracts as of March 31, 2007

Effective Term

Capacity Supply (IMW)

1996-2036
1992-2017
1995-2015

1994-2014.

1994-2014

2006-2016
2001-2011

295
645
131
265

- 740

500
1000
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CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.

Steam-Electric Generation Capacity (MW)
Projected for Summer 2007 and Summer 2008

Summer Summer

2007 2008

50th Street GT 1 ' 122 122
74th Street GT 1 & 2 38.7 38.7
Hudson Avenue GT 3,4 &5 376 37.6
EastRiver 1 & 2 - 293.9 293.9
East River 6 & 7 1299.3 299.3
Total 681.7 681.7

(== v I HS



CONSOLIDATED EDISON COMPANY OF NEW YORK. INC.

Projection of Wholesale Electricity Supply Costs

Calendar Years 2007 through 2011

2007 2008 2009 2010 2011
Firm contracts Capacity costs $398,512,353 © 59% © $403,906,763  61% $408,714,360 61% $401,306,414  60% $397,096,613 '59%
Energy costs 1,325,568,977 62% 1,434,255,739  66% 1,254,037,737  58% - 1,028,398,614  50% 806,778,520  39%
Other costs 80,615,958 83,723,821 86,776,530 89,861,644 _ 92,950,644
Total costs $1,804,697,288  57% $1,921,886,323 _ 61% $1,749,528,627 _ 56% $1,519,566,672  50% $1,296,825,776  42%
Capacity supplied (MW) 3,466 - _3,462' 3,229 2,912 2,579
Energy supplied (MWh) 19,007,731 19,196,530 16,215,730 13,681,330 10,796,530
Steam-electric Energy costs (incl. fuel) $273,078,386  13% - $296,932,700  14% $255,591,000 12% $242,783,000 12% $258,389,700  12%
generation Total costs $273,078,386 9% $296,932,700 9% $255,591,000 8% $242,783,000 8% $258,389,700 8%
Capacity supplied (MW) 657 657 657 657 657
Energy supplied (MWh) 2,408,569 2,701,700 2,657,300 2,653,800 2,653,800
Spot purchases Capacity costs $276,692,573  41% $256,734,298  39% $263,578,794  39% $271,710,419  40% $281,257,771  41%
Energy costs 522,580,765  25% 444,183,867 20% 637,870,079  29% 797,700,012  39% 1,010,472,043  49%
Other costs 246,285,456 238,465,452 233,589,542 ' 227,973,983 224,279,639
Total costs $1,045,558,793 _ 33% $939,383,617 __ 30% $1,135,038,415 _ 36% $1,297,384,414  42% $1,516,009,453 _ 49%
Capacity supplied (MW) 3,526 3,300 3,345 3,458 3,574
Energy supplied (MWh) 5,895,979 4,685,770 7,040,970 8,854,870 11,265,670
Financial hedges Net cost $24,291,073 - - - -

Total portfolio

TMOOw >

Capacity costs
Energy costs
Other costs
Financial hedges
Total costs

~ $675,204,926 '
2,121,228,128

326,901,414
24,291,073

$3,147,625,541 .

$660,641,062
2,175,372,305
322,189,272

$3,158,202,639

$672,293,154
2,147,498,816
320,366,072

$3,140,158,042

$673,016,833
2,068,881,626
317,835,627

$3,059,734,086

$678,354,383
2,075,640,262
317,230,283

Capacity supplied (MW)
Energy supplied (MWh)

NOTES:

7,649
27,312,279

7,419
26,584,000

7,231
25,914,000

2007 includes actual results for January through March with projections for the remaining 9 months.
Capacity Supplied reflects the average of expected monthly UCAP requirement.
Capacity Supplied includes both In-City and Rest-of-State regions.

The Entergy contract is projected to end in December 2010.

Steam-electric generation costs do not include the embedded cost of Company-retained generation.
Other Cost includes TUCs, NTAC, ancilliary, and other miscellaneous charges.

7,027
25,190,000

$3,071,224,929 .
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24,716,000
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