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August 1, 2008

IN THE MATTER OF

DEMAND RESPONSE ROGRAMS

FOR THE PERIOD BEGINNING JUNE 1, 2009
MARKET-BASED PROGRAMS

DOCKET NO. EO08060421

New Jersey Board of Public Utilities Request
For Proposals To Implement A Market-Based
Demand Response Program

VIA ELECTRONIC & OVERNIGHT MAIL

Kristi 1zzo, Secretary
Office of the Secretary
Board of Public Utilities
Two Gateway Center
Newark, New Jersey 07102

Dear Secretary 1zzo:

Honeywell

Enclosed for filing are the original and ten copies of Honeywell’s proposal to operate a
Demand Response, Market- Based Program for the New Jersey Board of Public Utilities
in the State of New Jersey. Honeywell is also providing this filing to you as an electronic

copy.

We stand ready to meet the procedural schedule for this matter and look forward to
assisting the State of New Jersey help its citizens and business reduce their annual energy

consumption as well as the State’s electricity peak load.

Respectfully,
pavid Holland

David Holland
Honeywell, Account Executive — Energy Services
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and employee. Everything we do to remain a world-class quality company focuses on these
three essential elements. By using our customer requirements to define quality in new
projects, we consistently evaluate and improve our processes, and have achieved a high rate
of repeat business and contract extensions from major clients.

We will conduct a comprehensive audit process to ensure the highest installation success rate
possible. Through our years of experience, we have optimized the quality audit process to
assure that each staff member performs up to expectations and in full accordance with the
program's guidelines. Our program supervisors also use a quality control inspection checklist

to capture the findings at each inspection site and reward, coach, train and correct as required.

An agreed upon level of installations will be randomly field inspected. Although rare due to
our stringent hiring and training processes, any installer needing improvement will be
provided additional coaching and training, and 100% of this installer’s installations will be
audited throughout this period. Any installer who consistently fails to meet our high
performance standards will be removed from the program. This assures the quality and

reliability of the staff and the installations.

4.0 PROCUREMENT As RELATED To BGS

Honeywell believes that the DR programs should be conducted separately from the BGS
auctions. The results of the DR programs will decrease the resources needed in the auction.
DR programs should be considered as deducts demand thereby decreasing the need for

additional resources at the auction.

5.0 DR PROGRAM RESOURCES

Honeywell anticipates that no one resource will be able to reach the goals that the NJBPU has
ambitiously set across the multiple market segments that it intends to reach. As such, we
think that it will be important for the NJBPU to acquire multiple vendors to delivering on
these key goals. Of considerable importance is the NJBPU’s consideration to creating an
overall program that promotes harmony within the marketplace and manifests a coordinated
approach thus providing customers with easy to understand, well thought out options that

eliminate confusion within the marketplace.

6.0 PROGRAM GEOGRAPHY

Honeywell believes that a DR program of this sort be open to all customers in all customer
classes within the State Of New Jersey. That said, we believe it maybe beneficial to operate

different types of programs for different customer types. This may include offering a
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program type (say a residential customer) through an EDC which may require the program

to stay within a certain service territory. This does not mean that an adjacent EDC couldn’t
offer the same program parameters to its” customer base. Honeywell will be happy to work
with the NJBPU and other stakeholders/participants (i.e. EDC’s) in the program to arrive at

a program design that promotes efficiency, cost effectiveness and marketplace certainty.

7.0 TARGETED CUSTOMER CLASSES

Honeywell believes that all customer classes within the State of New Jersey be eligible to

participate within any DR programs.

8.0 PJM DR — ANCILLARY PROGRAM PARTICIPATION

It is preferable that all DR programs be part of the PJM Program Suite (for cost sharing and reliability reasons) but
not required for the NJ program’s success. At this time there are PJIM programs available for most commercial DR

applications and movement towards offering more Residential DR programs

9.0 PROGRAM TERM

Honeywell believes that a performance based program be given the term necessary for a
participating vendor to recover its investment, earn a profit and ensure system reliability through
the provision of a developed maintenance plan/schedule. It is our experience that such a term

should be set between 7 and 10 years.

10.0 TIMELINE FOR ACTION

Depending on final program design, Honeywell will work with NJBPU to develop a timeline for
action that will allow for goal obtainment. By way of example, the following table provides the
NJBPU with a program timeline for a current Honeywell customer. This production timeline will
have start up activities added at the tables front end as well as maintenance activities follow up

after deployment.
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Example Timeline for Action

Phase I Production and Staffing

Production Schedule

Jan, 2008 Feb, 2008 Mar, 2008Apr, 2008 May, 20085, 2008 5 2998 Aug, 2008 Sep, 2008 Oct, 2008 Nov, 2008 Dec, 2008 Jan, 2009 Feb, 2009 Mar, 2009Apr, 2009 May, 20095un, 2009 5 2999 Aug: 2009 Sep, 2009 Oct, 2009 Nov, 2009 Dec, 209

Cumulative Total

Field Staffing
Installers
Supervisors

Program M and A
Program Manager

IT Support

Program Coordination / Administrative Support
Training / Safety Management

Call Center Staffing

Call Center Manager

Lead Customer Service Representative
Customer Service Representative / Scheduler

‘Warehouse Staffing
Inventory Manager
Warehouse Specialist

257,471 267,941 278,412 289,235 300,753 313318 325882 338,447 349,965 360,788 371,259 381,729 392,200 402,671 413,141 419,765 425,000
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Estimated Production Schedule 0 2,573 5,146 7,719 10,292 10,292 11,321 11,321 11,321 11,321 11,321 11,321 11,321 11,321 12,350 12,350 12,350 12,350 12,350 12,350 11,835 11,835 11,321 11,321
Cumulative Total 0 2,573 7,719 15438 25,729 36,021 47,342 58,663 69,983 81,304 92,625 103,946 115267 126,588 138,938 151,288 163,638 175988 188,338 200,688 212,523 224,358 235,679 247,000
Field Staffing
Installers 0 34 65 94 109 109 120 120 120 120 120 120 123 123 135 135 135 135 135 135 129 129 123 123
Supervisors 0 4 8 12 14 14 15 15 15 15 15 15 15 15 17 17 17 17 17 17 16 16 15 15
Program M t and A rative Support Staffing
Program Manager 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
IT Support 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Program Coordination / Administrative Support 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6 6
Training / Safety Management 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2
Call Center Staffing
Call Center Manager 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Lead Customer Service Representative 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3
Customer Service Representative / Scheduler 0 9 17 25 29 29 32 32 32 32 32 32 33 33 36 36 36 36 36 36 34 34 33 33
Warehouse Staffing
Inventory Manager 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Warehouse Specialist 4 4 4 4 4 4 4 4 4 4 4 4 4 4 4 4 4 4 4
= = S = S = B = = = = — - = — = - - - — - -
Phase II Production and Staffing 8 g S ) K ) el g g g H g g g S £ K ) ] £ g g 2 g
Production Schedule
Estimated Production Schedule 10471 10,471 10,471 10,824 11518 12,565 12,565 12,565 11,518 10,824 10471 10,471 10,471 10,471 10471 6,624 5,235
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11.0 CuSTOMER BENEFITS

A DR program of this nature should provide its customers with a host of benefits. These benefits will be
important to: ensure enrollment and that targets are achieved, create loyalty to the program thus retaining as
many customers over time as possible, as well as achieve a high level of customer satisfaction that may cause
customers to look to the other NJ CEP programs that can help meet the overall strategies of the EMP. Typical
customer benefits associated with DR programs include: monetary sign up bonuses, technology (thermostat,
EBI system) that will improve the operating characteristics of the facility, lower energy bills, access to real time
data through reporting and internet access that can help the customer make informed decisions on their energy
usage, special messaging features that allow constant communication with the customer, near real time two-way
data (where AMI may be deployed) providing customer the potential capability to use energy on less expensive

price plans, and more.

12.0 Cost CONSIDERATION

Honeywell has delivered residential/commercial demand response programs in competitive environments across the
US and Canada. Estimated industry prices for performance-based programs will range from $100-$200 per annual
kW depending on final program design. Typical turn-key program elements include marketing / customer outreach
and program enrollment, back office and scheduling management, communicating thermostats, building automation
system upgrades, installation services, and ongoing system maintenance. Honeywell will work with the NJBPU
team to clearly define a scope of work and which will then be the basis for a firm quote to deliver your demand

response program.

13.0 RELEVANT EXPERIENCE & CUSTOMER REFERENCES

Honeywell has installed almost 800,000 load management devices on an extensive variety of
equipment, impacting more than 700MW. We’ve managed gateway pilots in fifty locations,
and mass-market residential and small commercial programs impacting hundreds of
thousands of customers. While these points of controllable load include pool pumps and water

heaters, the majority are residential central air conditioning units.

We*ve worked on critical peak programs that integrate DR devices with AMI to manage new
rate structures, to empower customer with a new level of control over their consumption and
costs.
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We are very experienced at the customer recruitment, scheduling, and data tracking and
reporting processes that are critical to success. In many programs, we have ramped up
marketing, scheduling, and installation volumes in the spring beyond client expectations to
deliver maximum controllable load during the ensuing summer. Honeywell understands the

seasonal factors that come in to play with residential central air conditioning DR programs.

We are currently operating numerous major DR programs across the nation, including,
Baltimore Gas & Electric, City of San Antonio, Southern California Edison, Long Island
Power Authority, Consolidated Edison, and Austin Energy. In Canada, we are starting up a
pilot program with a target of 9,000 switches and thermostats for the Consortium of Large
Distributors, the six largest retail electric companies in Ontario. We are performing marketing
development and implementation, field operations, customer service, load management

technology consulting, and activity tracking and reporting.

We have the capability to dramatically intensify program volume levels to meet aggressive
goals and we have significant experience managing both internal and subcontracted
installation technicians. At PacifiCorp/Utah Power, our quick start implementation enabled us
to install over 22,000 devices in the first 11 months of deployment through May 2004
(exceeding client expectations) and for Southern California Edison, we installed some 18,000
devices in just the second half of 2005. At KeySpan/LIPA our implementation workforce has
included up to 30 internal and subcontractor technicians installing over 7,000 two-way
thermostats based CAC controls and one-way switch-based pool pump controls in one

quarter.

We’re experienced with every type of control device, communications technology, and
customer interface, including one-way and two-way options, controllable thermostats, load

control receivers, gateways, and fixed network.
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Following are several project references:

SOUTHERN CALIFOREMNLA

A I WTERNA TN [
Client: Southern California Edison
Program: Residential Air Conditioning Control Program
Contact: Mr. Mark Martinez, (626) 302-8643
Term: 2004-Present

This program targets residential customers with central air conditioning. Since the start of the
program, Honeywell has installed over 100,000 switches and load controlling thermostats. We
provide appointment scheduling, installation services, customer service, quality assurance,
and database tracking. Last year we were awarded a contract extension through 2009, for up
to 60,000 additional DRI endpoints.

% Kansas City
Power & Light*

ENERGIZING LI FE

Client: Kansas City Power & Light

Program: Energy Optimizer Program

Contact: Doris Abernathy, Product Manager
(816) 556-2177

Term: November, 2005 — present

Honeywell operates a turnkey DR program, Energy Optimizer, for Kansas City Power &
Light (KCP&L) to deliver air-conditioning load control capacity. Honeywell was selected as
the sole-source supplier for this three-year pilot program which calls for the installation of
14,000 devices. Honeywell certified technicians install programmable, load-controlling
thermostats, free-of-charge, to KCP&L single-family, multi-family and small commercial
customers. We perform marketing, lead intake and pre-qualification, installation and
maintenance, quality assurance, database tracking and reporting, as well as customer service.
In spite of a one-year program startup delay due to regulatory issues, Honeywell is currently a

year and a half ahead of schedule, with over 12,600 installations completed to date.
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Customer and Field Operations

Honeywell’s Kansas-based customer care center is staffed by four full-time customer service
representatives (CSRs) and an administrator. Honeywell also provides 24-hour answering
service/lemergency support. Honeywell’s CSR’s are fully trained on the operation of the
ExpressStat. CSRs handle 85 percent of all service calls and questions immediately, thereby
eliminating the expense of sending an installer to the site. In addition, CSRs assist customers
with online programming of the thermostat, and can even program the thermostat for the

customer through the Cannon web site.

Field installations are conducted by 13 trained installation technicians. All new technicians
have 100% of their installation work quality inspected until they meet and exceed all
standards. In addition, monthly inspections are conducted on 5% of all installations on an

ongoing basis.

Strict safety standards are enforced at all times and a Safety Champion manages the safety
training and requirements. All KCP&L installers attend monthly safety meetings and training
to reinforce the Honeywell policy of “Safety First”. In addition, safety observations are

conducted regularly on every installer to insure they are following all procedures.

Our state of the art data communication and collection process allows for installer schedules
to be sent directly to their phones. Completed work is immediately transmitted back to our
BBCS database completing a closed loop workorder installation process and accurate data

tracking.
Cannon Technologies is the single point of contact for all technical support for the Yukon

load management center. A continuous, online history is shared among the Cannon engineers

to facilitate a quick response in addressing customer software questions or problems.
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Client: Consolidated Edison

Program: Cool Program
Contact: Eileen Egan Annechino, Program Manager C

(212) 460-6504

Term: 2001 — March 2008 conEdison

Future of Cool - a DR program aimed at residential and small commercial customers with
central air conditioning. Utilizing Carrier’s ComfortChoice thermostats, Honeywell has
installed approximately 22,400 points of control, capturing more than 25 MW of controlled

load throughout the five boroughs of NYC and Westchester County.

This program is one of the country’s first deployments of two-way communicating
thermostats for load control, and it includes both residential and small commercial
participants. We have operated this project since its inception, and have played a lead role in
establishing and refining effective in-field techniques for signal testing, equipment installation
and diagnostics. Our role also includes marketing support services, inventory management,

database tracking and reporting, and ongoing O&M and customer support services.

LIPA
Cedige

Client: Long Island Power Authority

Program: LIPAedge

Contact: Carla Ann Hamilton, Program Manager, (631) 755-5326
Term: 2001 — December, 2009

LIPAedge - a DR program targeted towards residential and small commercial customers with
central air conditioning or in ground pool pumps. Since the inception of this program,
Honeywell has installed approximately 32,000 points of control, capturing more than 32 MW

of controlled load.

This program is the country’s largest deployment of two-way communicating thermostats for
load control, and it includes both residential and small commercial participants. We have been
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the implementer of this project since its inception, and have played a lead role in establishing
and refining effective in-field techniques for signal testing, equipment installation and
diagnostics. Additionally, our role includes marketing support services, inventory
management, subcontractor management, incentive processing, database tracking and
reporting, and ongoing O&M and customer support services. During a single three-month
period, Honeywell managed internal and subcontracted technicians to complete over 7,000

device installations for the LIPA Edge program.

 Power&Light ,
A FirstEnergy Company

Client: First Energy / Jersey Central Power & Light

Program: POWERPLUS SAVERS’ Program

Contact: Mr. Christopher Siebens
Manager of Demand Side Management
(610)-921-6694

Term: 1991 - Present

The goal of this load management program is to prevent capacity problems on the
transmission system serving the rapidly-developing southern New Jersey portion of JCP&L’s
service territory. From 1991 through 1999, Honeywell installed more than 107,000 points of
control (~80,000 switches; ~28,000 thermostats), including capturing two megawatts of
commercial load. In 1997, the load-controlling SuperStat™ programmable thermostat was

phased in, and the external RF relay phased out.

Honeywell planned and managed the operations, including request intake, pre-qualification
and scheduling, and permit acquisition. We managed the in-house and subcontracted
technicians who performed hardware installations and service. Honeywell performed
marketing campaigns, including telemarketing. Complete data tracking and reporting, and
quality assurance inspections of 10% of installations, were provided. We also performed
inventory tracking, testing, and bar-coding of load control devices, and 24-hour customer

service and support.
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* PSEG

W mmveiker thvings work _ﬁu‘ yot,

Client: Public Service Electric & Gas Company
Program: Cool Customer Appliance Cycling Program
Contact: Mr. William Reed, Product Manager

(973) 430-7471
Term: 1991 - Present

This is Honeywell's largest-volume load management program. Since contract award in 1991,
we have been the prime contractor and have secured more than 175,000 points of control,
significantly exceeding the goal of capturing 107 MW of controllable load by 2000. In 1998
PSE&G had us begin offering a load cycling programmable thermostat as an alternative to the
standard DCU-based RF relays. Today, both products are maintained and serviced by

Honeywell.
Since the completion of the program’s construction phase, we have been charged with

providing customer support, technical oversight and database management of the program in

its Operations and Maintenance mode.
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