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This is an unofficial

I SCLAI MER

transcript of a public neeting

of the New York State Public Service Comm ssion held on

March 25, 2010 in the Comm ssions's Offices at Three

Empire State Pl aza,

Yor k.

This transcri pt

19th Fl oor Board Room, Al bany, New

may contain inaccuracies, and it may

not include all discussion conducted at the meeting.
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is intended solely for general

information purposes and is not part of any formal or
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a Comm ssion decision of any matter

di scussed. Expressions of opinions in this transcript

do not necessarily
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reflect final determ nati on of

set forth in the Conmm ssion's

Deci si ons and Order.

No pl eading or

paper

may be filed with the Conmm ssion

in any proceeding as a result of or addressed to any
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CHAlI RMAN BROWN: | would like to call the
March 25, 2010 session of New York Public Service
Comm ssion to order. As you can see today we are doing
something a little different. W are here --
Comm ssi oners Acanpora, Curry, Larocca and | are in our
New York City office. Comm ssioner Harris is in our
Al bany office for today's neeting. W'Il|l be interacting
and sonme of our staff is also in our Albany office, so,
hopefully this will work.

| f anyone is having trouble view ng the
webcast |ive on the Internet, please be advised that the
Comm ssion neeting webcasts are archived and avail abl e
on the department's website within a couple of days.
So, if we have any live problems, it will be archived
and put on the Web.

Madam Secretary, are there any changes to
t he agenda today?

MADAM SECRETARY: Unfortunately, yes. Quite
a few that | have to read, so bear with ne.

|tem number 262 is over, and that is case
07- M- 0906, I|berdrola, SA, Energy East Corporation, RGS
Energy Group, Inc., Green Acquisition Capital, Inc.,
NYSEG and RG&E joint petition for approval of the

acqui sition of Energy East Corporation by |berdrola, SA.
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And | will correct that. | believe |

m sstated the nunber. lt's Item 265.

And al so over is Item 368, and that's case

10- E- 0077, Bayonne Energy Center, LLC, petition for an

original certificate of public convenience and necessity

for perm ssion and approval to operate as an electric

corporation within the State of New YorKk.

Now, within Item Nunmber 164, one of the

penalty matters has been renoved, and that is case

10- G- 0011. And that's in the mtter of enforcement

proceedi ngs for alleged violations of 16 NYCRR, part

753, protection of underground facilities, Savage

Equi pment Company, Orange and Rockland Utilities, Inc.

Al'l other penalty actions remain in Item 164.

And then, finally, a clarification that Item

301A, in addition to case 09-E-0428, this item al so

i ncludes case 08-M 0152, conmprehensive management audit

of Consolidated Edi son Conpany of New York,
Those are the changes.

CHAI RMAN BROWN: Thank you.

| nc.

Wth those changes, let's nove to the

consent agenda. Before we take a vote, is t
abstaining or recusing from voting on any of

agenda itenms today?

here anyone

t he consent
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COWM SSI ONER HARRI S: | am M. Chair man.
am recusing fromvoting on Item 362 of the consent
agenda.

CHAl RMAN BROWN: Thank you. Comm ssi oner
Harris is recusing from 362.

Wth that in mnd, all those in favor of the
recommendations in the consent agenda, please say aye.

THE COMM SSI ON:  Aye.

Opposed? Hearing none, the recomendations
are adopted with the recusal as noted.

We'll move now to our regul ar agenda. For
everybody's information, here's the order that we wl
be doing the agenda in today. W'Il|l be starting with
Staff on the -- a presentation by Staff on recent storm

damage and its inpact on customers.

We will then be moving to 101, the item on
the gas explosion. W'Ill be moving then to 303, the
proposed Entergy transaction. We'll go then fromltem

302, the renewable portfolio standard items, and then to
the 301 itenms related to Con Edison's rates. So that
will be the order we're going today.

So, with that, the first item for
di scussion, once again, | think this may be our third

consecutive session where we've had a major stormin the
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State of New York that we've had a report on. So, due
to the severity of the |ast one, requested Staff to
provide an overview of the storm its inpact on
customers, which will be presented by Paul Eddy, Utility
Supervisor in the Office of Electric, Gas & Water; Irene
Luft, Call Center Supervisor in the Office of Consumer
Services, and Alice MIller, Chief of Consumer Advocacy
in the Ofice of Consumer Policy.

So let's see if our great technol ogy works
and we'll begin with Paul Eddy in Al bany.

MR. EDDY: Good norni ng, Chairman Brown and
Comm ssi oners.

| will present an overview of the effects of
the March 2010 stormon electric utility service in the
greater New York City and Long Island areas. Il rene Luft
and Alice MIller, of the Office of Consumer Services,
will then present an overview of their activities from
the department's call center and the company's public
communi cations, including municipal calls. After that,
we'll be glad to answer any questions you may have.

First, we have a few photos to show some of
t he damage that has occurred. This is a car that's in
the m ddle of that photo there.

Next photo, you see that the damage occurred
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from across the road. | t
di stribution right of way.

Next, we have

wasn't in the transm ssion,

a yard tree that -- across

from a school . And then we have trees that came from

t he woods, again, taking down the lines. And here was a

fortunate incident that di

d not hit this historic

building. And finally, we see a photo here that was

much | ess fortunate.

| think if you look at the first and the

| ast photos, you'd see that the inpacts on citizens,

their lives, can be nmuch nore significant than just the

| oss of electricity. The

conplications of damage to

their homes and possessions greatly increases the stress

on their lives, including

having to live without

electricity for several days.

Begi nni ng on Saturday, March 13, 2010, a

coastal storm brought heavy rains and high winds to the

| ower Hudson Valley, New York City and Long Isl and

areas. Very heavy rainfal

| saturated the ground.

W nds of up to 75 mles per hour then

brought down trees, |inbs

and power lines. The storm

continued through Saturday night, and into md to |ate

Sunday evening. Moder at e

conti nued through Monday,

wi nds and |ight rains

slowing initial restoration
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activities.

The storm caused the most damage to the Long
| sl and Power Authority area and Con Edi son service
territories, where customer outages extended to Thursday
and Friday, respectively.

NYSEG and Orange & Rockland Utilities were
al so affected, but to a much | esser degree. NYSEG and
O&R restored service to their customers by Tuesday and
Wednesday.

Because of the extensive damage, the
restoration work far exceeded the capabilities to |ocal
utilities, and calls for municipal aid support were
made. The electric utilities expanded their workforces
by shifting internal line crews from unaffected
di vi si ons, where possible, and using contractor |ine
crews, mutual aid line crews from around New York State,
and fromutilities in other states including Georgia
M chi gan, Massachusetts, Ohio, Pennsylvania, North
Carolina, Kentucky and Virginia.

The utilities also contracted with numerous
tree services. Over 2,000 crews worked to restore power
to customers. Additionally, numerous, numerous, repeat,
other utility personnel supported the restoration

activities.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

l'"d like to review a little bit of Staff's
activities, as well. Staff began monitoring the storm
prior to its occurrence by nmonitoring the National
Weat her Service conference calls and utilities’
preparations.

During the event, Staff was at Con Edison's
West chester and Manhattan command centers monitoring
restoration efforts. Staff also made field visits to
various affected locations in order to assess damage and
monitor utility restoration activities.

Throughout the event, status reports were
issued four times per day regarding customers affected,
crew response and restoration efforts. When
appropriate, the reports included input fromthe Office
of Tel econmmuni cati ons and maps produced by our
departnment's GI'S Staff showi ng power outages by
locality.

One positive thing I can report is that Con
Edi son transm ssion line interruptions fromtree
contacts were not an issue during this event.

Finally, the State Emergency Managenent
Office was not activated for our agency during this
restoration period. W did, however, provide our

reports and participate in conference calls with SEMO
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and maintained regular communication with them as issues
arose.

Due to the extended | ength of outages,
Comm ssion regul ation 16 NYCRR Part 105, electric
utility emergency plans, requires the utilities to
perform an internal performance review and submt their
findings to the Comm ssion within 60 days follow ng the
conmpl etion of service restoration. W will be
communi cating with Con Edison to advise them of this
requi rement and will expect their report in |ate My.

Staff independently performs its own review
to determne if the utilities responded appropriately.
Staff's investigation will review how the utilities
communi cated, estimated restoration times to custonmers,
and the utility's ability to provide tinmely, accurate
restoration information to allow consumers to make
i nformed deci sions during such outages.

Staff will look to identify whether
i mprovements can be made from the | essons | earned during
this event, as well as the effectiveness of the
corrective actions taken in response to previous events'
recommendati ons.

As we reported three weeks ago regarding the

snow storm that severely affected the md Hudson Vall ey,
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one of the challenges involved in tree trimmng is to
stri ke a balance between the environmental and aesthetic
benefits of trees in the community, and measures
necessary to ensure electric reliability.

Li ke many other issues, this balance is
difficult to perfect. W always |ook at an event [ike
this as an opportunity to reexam ne the current
utility's specifications to determne if they are stil
appropri ate.

That concludes my section of the report. I
will now turn it over to Irene Luft in New York City.

CHAlI RMAN BROWN: Paul , can | just ask you
one question before we nove on to the consunmer part of
t his. You mentioned that there was no transm ssion |ine
cont act s. Maybe you can just explain for a second the
difference between transm ssion and distribution system,
and the inmportance -- what would happen if a couple of
the major transm ssion |lines did have contact and did go
down during events like this, how nuch nore w despread
woul d the event |ikely have been, or how nuch nore
extended m ght it have been?

MR. EDDY: The potential exists when you
| ose a transm ssion |line that you are going to be taking

out the power supply obviously to thousands of customers
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and to the distribution system

Al so, it beconmes an issue during restoration
because the restoration, the sequence begins wth
restoring the transm ssion system before you can get
your power supply to your distribution system So, it's
critical that that system be protected and preserved.

In the previous storm the snow storm we
saw very little inpact. There was some m nor impact in
Central Hudson's territory where some distribution |ines
wer e taken out. However they were able to --

CHAlI RMAN BROWN: Di stribution or
transm ssion?

MR. EDDY: Sorry, transm ssion.

The difference between transm ssion |ines,
but they were able to provide switching to redistribute
their power.

CHAI RMAN BROWN: Thank you.

MR. DVORSKY: M . Chairman, just as a
f oot note, the last major blackout in the Northeast was
caused by a tree in the transm ssion line in the
M dwest . So, it could be a very severe event.

CHAI RMAN BROWN: That one took out mllions.

MR. DVORSKY: Yes.

CHAI RMAN BROWN: Thank you.
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Are we going to Alice next? Irene.

MS. LUFT: Good norni ng, Chairman Brown and
Comm ssi oners.

G ven the extreme nature of the past storm
with heavy rains and gusty wi nds, the Office of Consumer
Services i medi ately coordinated with Office of Gas,

El ectricity and Water, and Office of Consumer Policy,
and we established channels of communication with the
customer service organizations at each affected

regul ated utility compani es.

Our focus was to nmonitor the utility call
center operations, customer service and |life support,
customer notifications.

I n addition, our own call center positioned
itself to assist custonmers. These activities remained
in place until all customers were returned to service on
Friday, March 19.

As severe weat her conditions were forecasted
on Friday, March 12, we were ready to assist custoners
when we opened for business on Monday, March 15. As
expected during extended power outages, the OCS cal
center experienced additional activity as a result of
this storm

On Monday nmorning, March 15, OCS St aff
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reviewed the extent of the electrical outages due to the
storm Focusing on health and safety of the interrupted
consumers, Staff inmmediately made arrangenents to add
addi ti onal personnel to the hotline to handle after-hour
calls related to the storm

OCS Staff contacted each of the conpanies
regarding the information being provided to custonmers.
The information included the |ocations of where
customers could obtain dry ice.

Staff also nonitored each conpany's contact
with [ife support equi pment customers throughout the
storm Al'l compani es provided call center with daily
mul ti ple updates regarding their customer service
activity. Our call center staff had current information
avai |l able from each affected utility to assist those
custonmers who call ed us.

Our call center received over 161
stormrelated calls from customers who were requesting
information on dry ice |locations, or to report outages
and situations of downed wires.

OCS staff will be participating in the
department's investigation of this event once the
utility storm assessnments are received. W will review

call center performance, including timeliness of cal
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response and information provided to customers. The
scope and nature of consumer conplaints for al
companies will also be addressed in detail in Staff's
final report to the Comm ssi on.

Finally, we will evaluate the inmplementation
of recommendati ons from previous snow storm events -- |
mean storm events.

Thi s concludes ny report. | would now like
to introduce Alice MIler fromthe Office of Consumer
Policy.

CHAI RMAN BROWN:  Thank you, Irene.

MS. M LLER: Thank you.

Begi nning on March 12, the Office of
Consumer Policy worked closely with our coll eagues in
the Office of Electricity, Gas and Water, as well as the
Office of Consumer Services, to monitor Con Edison's
responses to the storm

The Office of Consumer Policy focused on the
information that utilities provided to their customers,
el ected officials and the public. W nonitored the
content of those communications, including information
about estimated restoration times. Access to accurate
estimated restoration tinmes is extrenmely inportant to

utility customers, to allow themto make informed
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deci si ons about outages.

We al so nonitored how Con Edi son delivered
that information, including the communications vehicles
used and the frequency of the updates. Conmmmuni cati on
with custonmers included press rel eases, outage maps and
ot her information provided on Con Edison's website.

Our staff also nmonitored 13 conference calls
convened by Con Edison with municipal officials,
begi nning on March 12 and continuing through March 19.
The calls provided information to public officials in
the affected areas and hel ped Con Edi son obtain feedback
and address concerns.

When Con Edi son submts its stormreport,
the Office of Consumer Policy will review all aspects of
utility conmmunications with the public to identify
| essons | earned and best practices.

We're now avail able to answer any questions
t hat you may have.

CHAI RMAN BROWN:  Any questions?

Comm ssi oner Curry.

COWM SSI ONER CURRY: This is nore by way of
a comment. At the |last session | noted in response to
the presentation about stormrelated damage then. Wy

observations is that there has been significant
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i mprovenment in communi cation from the rel evant
utilities, that the management of customer expectation
is key to customers being able to handle their life

di sl ocation during the course of a storm

| salute not only the Staff, who did a | ot
of work to bring this along, but the utilities
t hemsel ves for doing a nmuch better job of communicating
t han, say, occurred back in '06.

Perfection is the goal. It's not
necessarily attainable, but we've made good progress in
this direction, and | commend everyone invol ved.

CHAI RMAN BROWN: Thank you.

Comm ssi oner Acanpor a.

COVM SSI ONER ACAMPORA: |"d like to back up
Comm ssioner Curry with regard to the information that
was given to us. That communication was extrenmely
outstanding and | want to thank the Staff and al so the
utilities.

| think that | agree with Comm ssioner Curry
that the communication has gotten a | ot better. I
hadn't received any conplaints from any el ected
officials. In the past we have.

| think, again, letting the consumer know

when or about they will get their power back is
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extremely inmportant. And to all the people that were
af fected, yes, they did go through a |ong period, but as
you | ook at how this storm covered such a huge range of
New York, | don't think a |ot of people really took into
it the total magnitude of the damage of this storm

As we tal k about the tree trimmng all the
time, and how inportant it is, as trees get ol der they
become more and nmore dangerous. That's something that
the utilities and our own department -- who we do have
an arborist -- | think we need to stay very focused on
tree trimm ng and making sure that we do the best we
can, but | do see a |lot of inprovement this time. And
|"d like to thank everybody for a great job.

CHAI RMAN BROWN: Thank you.

| guess the other comment | would make is
that since we have had three storns affecting probably
five or six of our utilities, | know there is going to
be a lot of work for Staff to go out and get the reports
fromthe various utilities, but maybe it's an
opportunity to really share some of the best practices
that we've |learned from each of them

| imagine in each case we're going to see
sonme things that were really good and maybe some things

that weren't as positive, and take those | essons,
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because | think the point that Comm ssioner Curry and
Acanpora was making was related to the fact that, due to
past storms, we've |earned a | ot about conmmuni cati ons,
and informng municipalities and the like. That it made
a big difference why it didn't seem despite the
seriousness of these storms, there was not the outcry

t hat we have seen in others.

So, thank you to all the Staff that worked
hard on this. Again, you have to thank the utility
crews that they just worked tirelessly. Trucks com ng
up from Georgia and Al abama to help work on this. That
mutual aid really makes a difference.

As Comm ssi oner Acanmpora pointed out, these
storms have been so wi despread you can't just go to your
nei ghboring utilities because they are dealing with the
sanme problenms that you are. So, you really have to go a
| ong way.

So, thank you to everybody, and we'll be
| ooking forward to the updates on the reports.

Thank you, Paul, Irene and Alice.

Second item for discussion today is Item
101A, case 09-C-0380, natural gas explosion at 80-50
260t h Street, Queens, New York, in Consolidated Edi son

of New York's service territory on April 24, 20009.
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This will be presented by Gavin Nicoletta,
Chief of Safety in the Office of Electric, Gas & Water.

Gavi n.

MR. NI COLETTA: Thank you. And good
mor ni ng, Chairman Brown and Comm ssioners.

At the Comm ssion session on Novenmber 12th
of 2009 | presented a detailed final report on our
investigation into the natural gas explosion that
occurred on April 24th of 2009 at 80-50 260th Street in
the Floral Park area of Queens, in the territory of Con
Edi son.

The expl osion destroyed the house and
resulted in the death of a resident, Ghanwatti Boodram,
a wife, and mother of three young children. At the time
of the explosion, Con Edison personnel were on site at
260th Street, having responded to investigate a report
of a gas odor in the area. The First responder had been
on the site for approximately 45 m nutes before the
expl osi on occurred.

Staff's report included a discussion of the
causes of the explosion and tinmeliness of the response
to the report of a gas odor on the block received prior
to the expl osion. Staff's report identified problens

with Con Edison's internal processes.
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Fol l owi ng the incident, Con Edison
i mpl emented several actions to inmprove its applicable
procedures, to provide for identifying situations that
requi re enhanced emergency response, getting nore
personnel to the scene quickly in such situations,
venting gas from subsurface structures, and checking and
evacuating buildings, if necessary.

In addition to those enhancements, Staff's
report included several recomendations to further
i mprove the safety of the conmpany's gas operations
related to receiving gas odor reports fromthe public
di spatchi ng personnel, |eak investigation and emergency
response, equipment carried by emergency responders, and
separation of electric and gas facilities.

The Comm ssion issued a notice seeking
comment on Staff's report. And on |ast January 7th, two
public statenment hearings, one in the afternoon and one
in the evening, were held in Floral Park to receive
comments from the public regarding Staff's report and
recommendati ons.

So, today | amreporting to the Comm ssion
on the status of Con Edison's inmplementation of the
recommendati ons contained in the report, and I'Ill also

di scuss sone relevant conments from the public hearings.
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| am happy to report at this time that Con
Edi son has enmbraced each of the recomendati ons and has
i mpl emented nmost, while full implementation of some will
require additional tine.

We believe that taken together, Con Edison's
post -i nci dent actions and Staff's recommendati ons
i mprove public safety. W believe that a Conmm ssion
order requiring that Con Edi son inplement the
recommendati ons would serve to ensure that they are
fully incorporated into the conpany's ongoi ng
operations.

Sonme details on inmplementation of certain of
t he recommendati ons. Con Edi son's revised procedure for
investigating reports of gas | eaks now incl udes
requi rements for enhanced response to significant
events, known as code MuRRE, which means Multiple
Resource Response Event.

These include conmbi ned gas and el ectric
events, excavation damage to gas facilities, gas
readi ngs above the | ower explosive concentration in
manhol es, nultiple reports of gas odors fromthe same
area, or reports of a strong gas odor fromfire
department, police department, school officials or

company personnel .
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A code MURRE requires immediate notification
to the fire departnment, which will respond i mediately
to assist in checking buildings for gas, and evacuating
if necessary, as well as assisting with opening manhol es
to vent accumul ated gas.

Recall this case, the gas |eak which
ultimately led to the expl osion was caused by the
failure of electric cable in close proximty to the gas
mai n, and that a resident on the block had reported an
electric service problem shortly before reporting the
gas | eak.

Con Edi son has devel oped a conputer
application to monitor the | ocation of customer calls
and notified both the gas emergency response center and
the electric control center of possibly related gas and
el ectric service trouble reports.

Staff's report also identified issues with
Con Edison's radi o conmmuni cations equi pment. The
company is in the process of field testing a new nodel
radi o that provides better coverage, signal strength,
battery life and voice clarity.

However, there are technical issues that
need to be resolved related to switching between Con

Edi son's radio network and the wi rel ess provider
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net wor k, and coverage in comrercial buildings and
basements.

Con Edi son expects to conplete the field
testing by June 1st of this year, and to conplete the
rollout to all operating areas by the end of 2011, with
prioritization based on areas that have coverage issues.

Whi |l e we acknow edge that there are
technical issues to be resolved, we are concerned about
t he pace of inplementation, but we will continue to
moni tor Con Edi son's progress towards ful
i mpl ement ati on as soon as possible.

Staff's recomendati on that Con Edi son
enhance its procedures for dispatching personnel to
emphasi ze giving higher priority to the potenti al
emergenci es, rather than to routine matters, m nim zing
di stractions due to unrelated calls, and bal ancing
enpl oyee proximty to the emergency versus routine
matters.

Con Edi son has revised its operating
procedures so that supervisors in the gas enmergency
response center control the field response for
significant |eak conditions or incidents, handling tasks
| i ke accessing maps and providing guidance to the first

responder at the scene until a field supervisor arrives.
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Con Edison is hiring additional clerical
personnel to assist with routine tasks, such as
transmtting forms to mechanics in the field, or
verifying that permts have been obtai ned.

The company has also identified some routine
tasks and conmuni cations that had previously invol ved
di spatchers but can now be handled directly between the
field personnel and other conpany personnel. All of
t hese actions will reduce the distractions for
di spatchers and allow themto concentrate on their
di spatching duti es.

Additionally, at the start of each shift,
field supervisors for each operating area | ook at
factors such as call volumes, weather, special events
and road closings in deploying first responders
geographically in order to optim ze emergency response.

During the shift, the gas emergency response
center strives to maintain its strategic and geographic
spacing of its field personnel by assigning
short-interval tasks to mechanics throughout the day so
that, if necessary, they can easily and quickly be
reassigned to respond to an emergency.

|"d like to discuss some of the issues that

came up in the public statement hearings. A speaker at
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one of the hearings noted that Staff did not enphasize
training of Con Edison personnel in emergency response
procedures. \While it's true we made no explicit
recommendati on regarding training, our report did note
that the operator qualification records of Con Edison
personnel involved in the response to this event were
revi ewed and found in conpliance with the Comm ssion's
safety regul ations, which requires gas system operators
I i ke Con Edison to have operator qualification programs
for enployees that perform safety-related functions, to
provide training for those enployees and to ensure they
are qualified to performtheir assigned tasks.

Anot her speaker at the hearings noted that
Con Edi son provides gas service to part of Queens while
National Grid New York City provides the reminder, and
comment ed that any recommendations instituted to ensure
a conprehensive emergency response nust be required of
ot her operators within New York City.

Staff discussed this incident directly with
ot her New York State gas LDCs, and through the worKking
comm ttees of the Northeast Gas Association, and a
comm ttee was created, including Staff and Nati onal
Grid, to review existing gas | eak response procedures.

And in view of the |l essons |earned fromthis incident,
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identify actions that could be included in those
procedures.

The commttee is identifying the best
practices, and although there may be some differences in
response of procedures for urban versus rural
territories, we expect that this process will result in
Con Edi son and National Grid New York having
substantially simlar procedures.

Since the root cause of this incident was
t he burnout of an electric cable, several speakers
expressed concern about the age and condition of Con
Edi son's electric system One person recomended t hat
t he company shoul d gradually replace the nost
problematic facilities in an orderly fashion.

Con Edi son's underground secondary cable
repl acement program for mains is designed to increase
overall system performance reliability, and mnim ze
public safety events, such as electric shocks, manhol e
fire and manhol e expl osion incidents.

The program targets secondary cable
repl acenment based on past performance, age, conductor
size, conductor type and cable | oading. The conmpany
al so gains information regarding the health of the

secondary system from the five-year inspection program,
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whi ch requires opening and inspecting inside service
boxes and manhol es.

Service cables are replaced as a result of
previous failures, discovery of stray voltage
conditions, and problems discovered during manhole fire
or explosion events. For the years 2007 through 20009,
Con Edi son replaced about 3700 mles of main service and
streetlight cable throughout its system including about
900 mles in Queens.

So, we believe that Con Edi son has taken
appropriate actions to address Staff's reconmmendati ons.
We will stay on them to make sure that all the
recommendations are fully implemented. The result of
this will be inmproved public safety.

Thank you. That concludes ny statenment at
this tinme.

CHAI RMAN BROWN:  Thank you, Gavin.

| mean, clearly, | am pleased that Con Ed is
i mpl ementing the plan. That's good, but we just can't
have tragic events happen before we get around to
i mpl ementi ng plans. | mean we have to anticipate nore.
Utilities really need to anticipate potential problens
and really look at their procedures before an event

happens.
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And unfortunately, we've had quite a few
events in the City over the last few years. So, it's
just -- it's good news that they are going to try to fix
the problem but the event itself is a horrible thing.

So, comm ssioner Curry.

COWMM SSI ONER CURRY: | share the Chairman's
regret at the loss of life in this incident, and having
partici pated in one of the Floral Park hearings, and
wal ked the property, and seen the proximty of house to
house, and understandi ng what some of the best practices
could be as a non-engineer, | think we are moving in the
right direction.

| think it is hard to encourage cultures
t hat have grown up in their own way to | ook at best
practices. | think Staff has done a commendable job in
doing that. The nmore that best practices mgrate to any
part of the state where there are houses in with the
same proximty one to another, it would be very hel pful
and useful, | think, to encourage everybody in the
state, not just folks that are right next to each other
like the old Brooklyn Union Gas and Con Ed, but also in
ot her situations, to keep |ooking at what the best way
of responding swiftly, conpletely and with safety is the

ut most concern.
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So, thank you for what you have done, Gavin.

MR. NI COLETTA: We are dealing with all the
companies in the state on this to -- with the |essons
| earned and to identify some of the better procedures
and better parts of the procedures to incorporate into
their own.

COMM SSI ONER CURRY:  Good.

COWMM SSI ONER ACAMPORA: Gavin, | appreciate
the fact that you nmentioned that the conpanies are
| ooking at their best practices to try and make sure
that there is a communication, and it always boils down
to comunication. W just tal ked about conmuni cation
before. W are tal king about conmuni cation again.

| was just wondering, | was at the public
hearing when some of the residents had conpl ai ned that
they felt that they had simlar problenms as far as
experiencing |oss of electric service.

And | was wondering if those areas, if the
company had | ooked into those specific areas that are
close to where the incident occurred.

MR. NI COLETTA: | don't know the answer to
t hat question specifically. | do know that they do
prioritize their program for cable replacement based on

past history. So, if there is a history, a significant
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history in a certain area of outages due to cable
failures, and things of that nature, those areas are
hi gher on a priority list in terms of cable upgrade

projects.

COMM SSI ONER ACAMPORA: | think that those

residents felt that they weren't a priority because they

claimthat they had conplained for a very long tine.

woul d hope that, because there is that close proximty,

t hat maybe there would be an extra effort to deal with

the community and | ook at other areas that there may be
some problems there, and fix them if they can.
CHAl RMAN BROWN: Comm ssi oner Larocca.
COWMM SSI ONER LAROCCA: | see much of what we

are doing today connected to one another, the different

aspects of what we're | ooking at with this conpany.

that is that the best protocols, the best manual, best

practices | ocked away in a binder are not enough.

And t he depl oyment of people and machi nes

al ways requires a direct form of managenment. And on
t he baselines we have seen in the management audit,
troubling about aspects of this case, is where we
recogni ze that procedures as described are adequate,
not as i nmpl enented.

| am very troubled by apparently sone

And

e of

and

but
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knowl edge that the radios aren't always carried into the
prem ses because everybody knows they don't work from
the prem ses. | f everybody knows that, then whatever it
says on paper that's not good enough.

So, as we go forward, | think part of the
orientation and nonitoring, the inplementation plans as
they come forward, is to watch for that critical gap
bet ween design. And i npl ementati on and management
oversight, and enforcement of protocols and rules that
are there, because | think one of the |essons we are
drawi ng here is that some of the difficulty arose out of
t hose gaps, or those potential gaps.

And as we | ook at the |arger condition of
the company, in inmplementing managenment audit practices
overall, this is one element of that |arger story, which
is the distance from the high north of executive
management to the people on the ground, and in this case
in the homes, where critical actions have real
consequences.

Very pleased with the job you have done on
this, and | think it's very useful, as the Chairman has
done, to rem nd us at the bottomof this is a terrible
tragedy. And that should ani mate our continuing concern

about this.
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Thank you.

CHAI RMAN BROWN: Thank you.

Any ot her comments or questions?

Let's nove to Item 101B, case 10-G- 0100,
proceedi ng on notion of the Comm ssion to investigate
whet her a penalty should be inposed on Con Edison for
viol ations of the Public Service Law, or an order or
regul ati on adopted under the authority of the Public
Service Law causing or contributing to the death of a
Queens resident in the natural gas explosion that
occurred on April 24, 2009 in Floral Park, New York.

This will be presented by Peter M Gowan,
General Counsel to the Comm ssion.

Pet er.

MR. MCGOWAN: Thank you and good norning.

In the wake of such an event, of course, one
of the primary things that the Comm ssion should be
doing is | ooking at whether there are gaps, |ooking at
whet her i mprovenments can be made to the procedures, to
t he execution of the procedures.

The Comm ssion has -- and the departnment
have already spent a |lot of time over the | ast several
mont hs reviewi ng what happened, making inmprovenents,

maki ng sure that the inmprovements are going to be put
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into place by Con Edison.

And | would point out, kind of as a side
note, that the Comm ssion in this particular review
process took the extra step of having a public process,
to make sure that there was public input before the
Staff conpleted its investigation and its report.

So all of that has been inmportant and is a
primary thing for the Comm ssion and the department to
do but it's not the only thing. The Comm ssion does
al so have a power in the Public Service Law to bring a
penalty action.

The point of that is to bring heightened
attention, to make sure that the conmpany is, in fact,
following the requirements that the Public Service Law
and the Comm ssion inmposes on them

So, that's what this proceeding is about.
And the essence of the recommendation is to institute a
new proceeding to take the first steps in considering
whet her there is a basis to bring a civil penalty
action, which would ultimtely be executed through the
court, but the first step is at the Conm ssion.

So, the step today is to have the Conm ssion
direct the conpany, Con Edison, to show cause why the

Comm ssion should not determ ne that each of four
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particul ar violations caused, or constituted, a
contributing factor in bringing about the death of the
resident at 80-50. And that's a specific requirement
that is set forth in Public Service Law Section 25.

There are four -- the way this framework
wor ks here is there are commands in the Public Service
Law. There is a regulation that carries out the
commands concerning safety where utilities are required
to have, to file with the Comm ssion, and to fully
conformwith procedures that are specifically designed
to ensure safety of gas operations.

In review ng those procedures, we have
determ ned that there are four instances where the
conmpany, it appears, have violated -- or individuals
operating under the company's control have violated the
procedure. And it appears that those violations have
contributed to the incident and the death here.

So, those violations constitute a ground for
bringing a penalty action. There are four. And let nme
qui ckly indicate that one is the failure to vent the
manhol es. Second is a failure to check all points of
entry upon arriving and reviewing the first residence.

Third is the failure to check the buyer's

manual , which hel ps the individual determ ne where el se
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the gas may |likely be mgrating. And fourth is the
failure to take continuous action to elim nate the
hazard that was identified or should have been
identified.

If there is a determnation ultimately
the Comm ssion that these are violations, and that
is a causal link, the conpany would be exposed to
$250, 000 for each violation. That's the maxi mum th

the statute would enable you to do. And that would

ultimately be determ ned in the Supreme Court of New

Yor k.

| also just wanted to note that we are
here questioning that the procedures were adequate,
because | think the procedures that we are particu
focused on today, the procedures were not really
i nadequat e. It was the failure to follow the
procedures, the failure to execute the procedures,
was the problem

And | think several comm ssioners have
i ndicated the inmportance not only of having a good
procedure but of carrying through and executing it
properly.

So, that's the basic thrust behind this

item

by

t here

at

not

arly

t hat
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COWM SSI ONER LAROCCA: Counsel, just a
clarification. The potential penalty of $250,000 is set
in statute?

MR. MCGOWAN: Yes.

COWM SSI ONER LAROCCA: Does that apply to
each of the four?

MR. MCGOWAN: Each of the four, up to a
mllion. So, if each of the four were to be
successfully prosecuted to the maximum it would be a
mllion.

COWM SSI ONER LAROCCA: | wanted to clarify
t hat . Thank you.

CHAI RMAN BROWN:  Any ot her comments or
guestions for Peter?

So the recommendati on, as | understand, is
to institute a new proceeding, direct Con Edison to show
within 30 days of the date of our order as to why the
Comm ssi on should not determ ne that each of the four
safety violations caused or constituted a contributing
factor in bringing about the death of a resident at
80-50 260th Street in Queens, New York.

So, that's the recomendation. So, | would
like to take that to a vote. All those in favor of

starting the new proceedi ng as descri bed, please say
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aye.

THE COMM SSI ON:  Aye.

Opposed? Hearing no opposition, we wl
move ahead with that proceedi ng.

Thank you, Peter. And thank you, Gavin, for
the report on that.

The fourth item for discussion today is Item
303, case 08-E-0077. This is a declaratory ruling
regardi ng a corporate reorganization, or in the
alternative, an order approving the transaction, an
order approving debt financing for Entergy -- a variety
of Entergy Corporations.

This will be presented by Adm nistrative Law
Judges Jerry Lynch and Dave Prestenmon of the Office of
Heari ngs and Alternative Dispute Resolutions. So, |
believe we are starting with Judge Prestenon.

And | think on March 4th, when we | ast met,

we had some description of what transpired, but | think
we'll kind of -- what's happened since that date is
where we will begin.

Judge.

JUDGE PRESTEMON: Good norni ng, Chairman
Brown, Comm ssioners.

As you recall, at that March 4th session the
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Comm ssion had just received two days earlier a proposal
fromthe petitioners to make modifications to their
petition, which were aimed at meeting certain principals
t hat had been enunciated by the advisory staff as being
necessary to bring the petition into conformty with the
public interest.

I n general, the three principals were that
the new owners of the New York nuclear facilities should
have the financial wherewithal in the short run to
wi t hstand severe financial stress, that in the |long run
t hey should develop a financial strength to maintain a
credit rating at |east as strong as what's expected of
t he previous owner, what would be the previous owner,
Entergy, and also that there be sonme additional benefits
provided to New York ratepayers to conmpensate for the
fact that the overall finances of the owners of these
plants was | ess than was expected at the time of the
original transacti on.

M. Stewart, for the advisory staff,
reported to you at that time that they had only been
able to do a prelimnary analysis, but on the basis of
t hat analysis they found that the proposals would
satisfy the first principal, but not principals two and

three, the long-term financial health and the benefits
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to ratepayers, and that on that basis, that prelimnary
review, they would have to recomend that the petition
be denied by the Conm ssion.

The Comm ssi on, however, decided that, given
the short amount of time, the fact that no other parties
had had an opportunity to review adequately and coment
on the petition, you would not vote then but instead
woul d give the parties an opportunity to coment.

And to facilitate their coments, you
directed that a technical conference be held at which
advisory staff and petitioners could question each other
and all of the other active parties could question both.

And | can say that, although I was concerned
at that tinme that the schedule was tight, we had
extremely good cooperation fromall of the parties in
this case.

The technical conference took place on March
10t h. M. Stewart was there to answer questions for the
advi sory staff. Petitioners provided a number of their
top personnel to answer questions. Every one of the
parties that had been active in this case was there in
person or on the phone, nostly in person.

And there was active questioning at the

conference, which went on for about four and a half
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hours, fromthe Office of the Attorney General, Oswego
County, Westchester County, and the department staff, as
well as petitioners and advisory staff.

Fol | owi ng the conference, parties submtted
their comments on March 18th. Again, we received
comments from essentially all of the parties that have
been active in this case, fromthe Attorney General, two
| ocals of the International Brotherhood of Electrical
Wor kers, the departnment staff, Westchester County,

Ri ver keeper, as well as petitioners.

A summary of those coments has been
provided to you. And now, | think, unless there are any
guestions, we turn it to M. Stewart.

CHAI RMAN BROWN: John, do you want to add to
your March 4th comments on the proposal ?

MR. STEWART: Yes. We have conpl eted our
review of their proposed transaction as modified by the
March filing. W have also considered the comments of
the parties which were received | ast week.

Just going back and rem ndi ng everyone what
happened. As you may recall, at the March 4th sessi on,
we considered prelimnarily the details of the conpany's
March 2nd filing. | will focus just on the highlights

because | went into a |lot of details at that sessi on.
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One thing they proposed was an i Mmedi ate
reduction of $500 mllion in Enexus's outstandi ng debt.
At the March 4th session, | explained how that really
addressed the short-time financial viability of the
company, but did not address long-term financia
viability concerns.

Anot her thing they proposed was a 50 percent
restriction in the payout of dividends, or the
repurchase of comon stock, which would be effective
until such point in time that they received either a BB+
bond rating or they had a market-based debt ratio
cal cul ation of 50 percent or bel ow.

They al so proposed that this feature would
sunset upon satisfaction of either of those two trigger
requirenments.

CHAI RMAN BROWN:  Just speak | ouder for the
audi ence. You are being heard in Al bany.
Unfortunately, the speakers up here don't seem to be
wor ki ng very wel | .

MR. STEWART: The $500 m |l lion debt
reduction up front satisfied the short-term financia
viability requirements, but | explained how it did not
satisfy long-term financial viability requirements.

Anot her thing that petitioners proposed in
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their March 2nd filing was a 50 percent reduction in the
payments of dividends or stock repurchases that woul d be
in effect until such time as petitioners achieved a BB+
bond rating or a 50 percent or |ower market-based debt
rati o cal cul ati on.

Thi s provision would sunset i mediately upon
achi evement of either the bond rating or the debt ratio
provi sion. | explained how the sunset provision was
unaccept able, and that the conpany could imedi ately
change its financial profile the day after satisfying
t hese conditions.

| explained how a 50 percent dividend or
stock repurchase restriction did not address the idea of
building up the debt ratio, and actually building up
equity and reducing the debt ratio. And | explained how
the 50 percent debt ratio, market-based cal cul ati on was
likely to produce a bond rating that was nowhere near
BB+ and could, on the basis of other financi al
parameters provided on the record, produce financial
parameters that could be even in the "B" category of
ratings rather than "BB".

| further explained how much nore that cost
was |ikely to cause the conpany.

A third thing that the petitioners proposed
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was a short-term reduction of $250 mllion in the amount
of funds available to pay dividends or to repurchase
common stock. | explained how, on the basis of the
projections we had before us on the record, that
basically had no inmpact on the conmpany's ability to
repurchase stock or pay dividends.

Finally, the company proposed to provide up
to $300 mllion of benefits to New York State to fund
energy efficiency and related initiatives through some
type of revenue sharing arrangement. | expl ai ned how
that really didn't deliver on the ampunt that they claim
because the strike prices did not -- were quite high.

That's basically a summary of what |
presented to the Comm ssion, prelimmnarily, at the
session on the 4th of March. At this point, we have
conpl eted our review of the petitioner's proposal, we've
consi dered the conments, and the conclusions which we
presented to the Comm ssion on March 4th remain in
effect. They are unchanged.

It's our position that Enexus is not a
financially viable entity in the long run under their
proposal, and as such, the proposed transaction is not
in the public interest.

lt's our recommendati on, therefore, the
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Comm ssion deny the proposal by petitioners.

CHAI RMAN BROWN: We have done this | think
at least at the three |last sessions, but before we take
any action | want to know if there is comments or
guesti ons.

COVM SSI ONER LAROCCA: | guess by way of
repetition a little bit, but this ultimately is a public
interest test. And the business case, | presune, is
t here because the conpany wouldn't be here if it didn't
believe it had a business case. Our measure is nmuch
broader, and that is the public interest. That test, to
this point in the process, has not been met.

MR. STEWART: That's correct, although |
woul d say that we have sone questions about their
busi ness case, as well.

CHAlI RMAN BROWN: Comm ssi oner Curry.

COWMM SSI ONER CURRY: Again, by way of
repetition of what |'ve said at the |ast two sessions
t hat we have addressed this, | agree with the comments
about the business case and whether that's viable, but
even before addressing that nmy concern includes, in
addition to the business case aspects, the safety issues
t hat have appeared at the Vernmont Yankee Nucl ear Pl ant.

| just call staff's attention to focus on
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the depth and the pronptness of

about the integrity of their saf

their procedures there, as those are a source of concern

to me over and above the financi

| abored |l ong and hard to get a handle on, to address and

to try to refine.

Thank you.

CHAI RMAN BROWN: I's
Harris?

COMM SSI ONER HARRI S:

Acanpora has a question | can wait.
COWM SSI ONER ACAMPORA: Not so nuch as a

guestion. Just a brief statement on being repetitious.

| think that, again,

benefit to New York ratepayers,

State of New York, we are not saying no to businesses,
but we are saying New York ratepayers and taxpayers need

to be treated fairly if something will move forward.

Al so, | stated right

| agreed with the Attorney General's office that a ful

SEQRA revi ew was necessary, and

ei t her.

CHAI RMAN BROWN: Conmm ssioner Harris.

COMM SSI ONER HARRI S:

Entergy's conmmuni cati on

ety processes there, and

al issues that staff has

t hat Comm ssi oner

I f Comm ssioner

there is no appreciable

which is important. The

from the begi nning that

t hat hasn't been net

Thank you.
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John Stewart, this is, | think, a question
for you or for Doris. If we proceed with denying the
petition, is it your opinion, or are you confortable
with the Ilikelihood that Entergy's possible actions
woul d still place the conmpany in a better position for
the ratepayers in New York than the alternative under
Enexus?

MR. STEWART: You read the petitioner's
comments, | think you would come away with the
perspective that they are suggesting that the nucl ear
assets under Entergy, if the transaction is not
approved, m ght be no better off than they would be
under Enexus.

I n other words, they are suggesting that the
nucl ear assets could have a bond rating, a credit
quality profile of "BB-" or "BB".

On the basis of the information which we
have seen on the record we think a |likely scenario, if
ring fencing were to occur at Entergy, would be a notch
downgrade in the bond rating or credit quality
associ ated with the nucl ear power plants that are
emerging plants in New York.

But | also want to note that there is

information on the record, which | can't get into
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details of, which indicates that there are ways that
Enexus -- or that Entergy has in front of it, where they
could restructure their regulated and merchant nucl ear
operations in a way that m ght not result in that
occurring.

So, we are going to have to carefully
moni tor what their actions are. And at some point, we
may have to consider additional reporting requirements.

MR. MCGOWAN: And if | could just say
anot her thing, which is that the conpany, especially in
this nost recent round of comments, is also suggesting
that they could take actions, certain actions, that
woul d not involve the Comm ssion's jurisdiction, namely
i ssuing debt -- doing a ring fencing, issuing debt at
t he parent conmpany | evel, perhaps even doing some other
t hi ngs that would not involve the Comm ssion's
jurisdiction.

| have a question. | do not agree with the
Conpany's argunents. They do have argunents, but there
are a number of answers to those arguments, not the
| east of which is it's not clear that FERC, if it was
reviewi ng such a transaction, would want to approve it,
but I also think that there are a nunber of argunments

that the Comm ssion could, and I think will, mke to
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prevent the conpany from doing indirectly what the
Comm ssion is not pleased with directly.

COWM SSI ONER HARRI S: Peter, assum ng,
t hough, that the company is correct, and that they can
take certain actions that are outside of the
Comm ssion's jurisdiction, would those actions, issuing
debt from the parent conpany, and ring fencing, put the
company in a less attractive position than it
potentially could be under Enexus?

| mean that is my concern, which is, if we
make a deci sion here today to deny the petition, could
the company take action that's outside of our
jurisdiction that, in the long run, places this future
conpany or whatever actions the conmpany m ght take in a
| ess viable position?

MR. MCGOWAN: Yeah, | think they could try

to, but it's also -- let ne just think here -- | nmean
they could do that even if you approved Enexus, | would
say.

So the challenge here is: Are we going to
yield right fromthe get-go?

COWM SSI ONER HARRI S:  Wboul d they need to
take those actions if we approved the petition?

| guess | am just trying to | ook at the
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options here, which is, we deny the petition and they go
ahead and take actions that are outside of our
jurisdiction that place the conmpany in a |less financi al
position that was our concern in denying the petition.

| am just trying to figure out if approving
the petition and going forward with Enexus actually
m ght put themin a better position, wthin our
jurisdiction, than actions that they take outside of our
jurisdiction. | am just trying to get confortable with
t hose alternatives.

CHAlI RMAN BROWN: Comm ssi oner Harris, as you
know, this has been one of my biggest concerns fromthe
begi nni ng here has been where will they go next and what
will that mean? And there is no way of absolutely
assuring the prediction of the future.

| think the company has kind of described in
the process where they would likely go. And it's
counsel's office analysis that at this point he thinks
we can maintain jurisdiction.

Could they come up with something creative
that's different? That's part of nmy concern about this.
It's al ways been. At |east the Enexus filing was in our
control. What may happen next potentially, potentially

m ght not be, but | think the best evidence that we have
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got from counsel's office at this point is that he
believes we will have an ability to maintain some
jurisdiction.

And | can't absolutely predict the future,
but that's the best reasoning we've got going right now.

COWM SSI ONER LAROCCA: M . Chairman.

CHAI RMAN BROWN: Comm ssi oner Larocca.

COVM SSI ONER LAROCCA: | would be, as a
menber of this Comm ssion, deeply troubled by a scenario
in which a company conmes forward subject to our
jurisdiction, submts to our jurisdiction, is
di sappointed in what it seeks, then decides that, well,
our jurisdiction was not all that relevant after all,
and it submts to our jurisdiction only when it gets the
way -- gets what it wants in its filing.

| think that would be very disturbing in
terms of its inmpact on regulatory process in the State
of New York. We have such jurisdiction as we have
conferred by the statute, |egislature, and the case
history, and all of the rest, and it applies on those
occasi ons when conpani es are pleased with an outcome
t hat may occur here, and not pleased with an outcome
here.

And it doesn't -- it's not to be picked and
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chosen only when the outcones are the ones that the
regul ated entities seek. So, | would be deeply

di sturbed by a scenario that would now, as an attenpt to
reject our jurisdiction because of a failure to get what
t he company was seeking, particularly when the prem ses
are related to the public interest.

CHAI RMAN BROWN: Comm ssion Harris, | did
not mean to cut you off. So if you want to add further
comments or questions, please continue.

COWM SSI ONER HARRI S: | am good.

CHAI RMAN BROWN:  Just one ot her point | want
to make on this is -- and | did check this with John
Stewart and the |ike about is this |ike any other power
pl ant that -- obviously, a |lot of power plants have
transferred ownership in our history since restructured
electricity markets, but the nuclear assets, | think,
are extremely unique, and were recogni zed as extrenely
unique fromthe initial divestiture days.

We did not -- we did check the, for example,
it's my understanding -- John, you can expound on this
-- we did check nore extensively the creditworthiness of
t he conpani es, the purchasers, than we m ght have for an
80 megawatt conbined cycle gas plant, for exanple.

John, 1 don't know if you want to expand on
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that at all, but I think it's an inmportant point to make
here.

MR. STEWART: | think if you | ook back on
the Comm ssion's orders when they approved the transfers
of fossil plants, you'll see that even in those orders,

t he Comm ssion, when they approved the transaction,
referenced the bond rating of the entity acquiring them
In all cases, it was investment grade.

Nucl ear plants, the Conmm ssion did not even
consider selling them at that time, but it wanted to
study it much closer. And when they eventually did sel
t he nucl ear plants, the process was that in order to
even qualify to be able to bid you had to be financially
viable. And that was typically measured by at |east a
"BBB" bond rating.

| know specifically, although I can't
di vul ge, | know specifically of instances where entities
that were not investnent grade were elimnated from
consi deration from bidding on nucl ear power plants. So,
it was definitely a different process.

CHAI RMAN BROWN: Thank you.

Are there any other coments or questions at
this point?

COWM SSI ONER HARRI S: M . Chairman, my only
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guestion is procedurally what we would be voting on. | f
| could just get a synopsis or a sunmmary. Are we voting
on rejecting the petition? Are we voting on certain
principals not being nmet?

| f somebody -- or Peter McGowan, or sonmebody
can just give nme a quick little synopsis just so | am
confortable with what I am voting on.

Anybody?

MR. MCGOWAN: Yes. The essence of the
recommendation today is to reject the transaction
because it does not neet the test that the Comm ssion
has established, which is the public interest test and,
more particularly, the no harm test.

The analysis that Staff has been providing
to the Comm ssion over the past several nonths indicates
t hat the conpany does not have sufficient financial
strength to pass that test.

CHAlI RMAN BROWN: So, let me try framng it
so that I think we will all understand. The vote wil
be for finding that the proposed transaction, as
modi fied by the March 2nd filing, is not in the public
i nterest and should be rejected.

So, that's what we would be voting on, that

we do not believe that the filing and the modification
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of the filing is in the public interest and should be

rejected.

Are you confortable with that, Comm ssioner?

JUDGE LYNCH: | would amend it and just say,

when you say filing, | would refer to the August 2009
amended petition, so as not to confuse anyone that we
are going back to the original petition.

CHAl RMAN BROWN: Judge, that's a good
clarification.

Okay, so, with that, let's try to take a

vote here. Comm ssioners who find that the proposed

transaction, as nodified by the March 2nd filing, and as

clarified by Judge Prestenon, is not in the public
interest, should be rejected, should please say aye.

THE COMM SSI ON:  Aye.

Opposed? Hearing no objection, the proposed

transaction is denied.

Thank you for everybody and their hard work

on this case.

The fifth item --

MADAM SECRETARY: Excuse ne. Can we clarify

t hat vote. | am sorry. | didn't [ook quick enough.
didn't see Conm ssioner Harris.

CHAl RMAN BROWN: Conmm ssioner Harris, can
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we. . .

COMM SSI ONER HARRI S: Aye.

CHAI RMAN BROWN: Thank you.

So, it was a five nothing vote.

SECRETARY BRI LLI NG: Thank you.

The fifth item for discussion, Item 302A,
case 03-E-0188, proceeding on the nmotion of the
Comm ssion regarding the retail renewable portfolio
standard, concerning main tier resources, which will be
presented by Tina Pal mero, Chief of Renewable Energy in
the Office of Energy Efficiency and the Environment.

Good afternoon, Tina.

MS. PALMERO: Good afternoon, Chairman and
good afternoon, all comm ssioners.

|tem 302A addresses nodifications to the
rules for main tier procurements in the RPS program
First, it recommends that the originally established
January 1, 2003 commerci al operation date, known as the
vintage date, remain in place at this time. This wl
be consistent with what was used for the first three
main tier solicitations, as well as the fifth
solicitation that was issued earlier this year.

However, we recommend that project

devel opers be put on notice that changing circunstances
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may warrant the Comm ssion revising the vintage date in
the future, based on facts and circunmstances at the
time, in order to best meet RPS objectives.

As you recall, this was the case in the
fourth solicitation, when the Comm ssion changed the
date to | everage federal stinulus nonies that would only
be avail able to projects of nore i mmedi ate vi ntage.

Second, the item recommends clarifying the
contract length for projects that currently have shorter
than ten-year contract ternms w th NYSERDA. Il n your
January order, you stated your rationale for allow ng a
maxi mum of ten years for each contract and required al
new contracts to be for a set term of ten years.

Therefore, it should be clarified that a
project with one of these | egacy contracts of |ess than
ten years be permtted to bid into future solicitations
with a termthat would equal ten years.

So, for exanple, if the |egacy contract was
for four years, a project could bid into a new
solicitation for a six-year contract, but only for a
si x-year contract term nothing more, nothing less, to
abide by this ten-year rule term

Third, the item recommends providing an

addi ti onal option for biomass facility owners, who may
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have difficulty securing a long-term fuel supply for the
duration of their contract with NYSERDA. The Comm ssion
al ready recognized this difficulty and its January order
provided for an opt-out provision fromits contract.

This was a two-and-a-half year period
opt-out provision. So, if a facility could not secure a
| ong-term fuel supply, it had an option to opt out of
its contract and term nate it.

However, because we value these resources as
contributing to the goal, we recommend that these
facility owners be allowed to make a showing to the
Comm ssion that their contract with NYSERDA, along with
ot her factors, will not produce revenues sufficient to
secure continuous fuel supply and make a reasonabl e
profit.

This is very simlar to the mai ntenance tier
of the main tier, where we tried to hold on to those
basel i ne resources. It would then be up to the
Comm ssion to determ ne whether or not to adjust the
contract price upward for a two-and-a-half year period,
or allow a contract to term nate.

At this time, all other requests from
parties and stakehol ders for changes to the eligibility

rules for the main tier are not recommended.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

59

Finally, it is recommended that the use of
contract for differences or other hedgi ng mechani sms not
be i mpl emented at this time, primarily for |ack of
support by the stakeholders and the parties due to the
conplexities in inplementing and adm ni stering these
hedgi ng mechani sms, and also for the fact that the
current process appears to be working well, attracting a
substantial anmount of bidders at reasonable prices
wi t hout offering devel opers any help in hedging the risk
for future electricity prices.

So, right now it's tabled at this time or we
recommend tabling the CFD mechanisns at this time, table
it, but in the future, if circumstances warrant
revisiting it, the Conmm ssion should opt to do that.

That concludes nmy discussion of Item 302A.

MR. STEWART: | just have one | ate-breaking
pi ece of additional information here. It has to do with
the scoring for econom c devel opment. And in |light of

results fromthe recent solicitation that is underway
ri ght now, we have concerns of whether or not we want to
keep it exactly the way it is.

And what we are proposing is that it be put
out for review by NYSERDA, Staff and interested parties

and then get back to you in a certain amunt of time
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with their

will craft

com ng but

is remaining as it was, unless -- but there may be a
need for a change and at some point we may be com ng

forward with that is what you are suggesting.

differences, and thank Staff and NYSERDA for doing a | ot
of work on that. It was inportant to do, because there
was at |east an indication from sonme devel opers that
they may not be able to participate in the way New York
does things, which is a little bit different than nost
of the other states in the renewable portfolio standard

with the central procurement, because of the |ack of

hedges, or

protect themselves and m ght prevent them from bi ddi ng.

findings.

MR. MCGOWAN: Separate fromthis | think we
a notice.

MR. STEWART: Yes.

CHAlI RMAN BROWN: So, that's going to be

at this time the econom c devel opment scoring

MR. STEWART: Yes.

CHAlI RMAN BROWN: But no action today.
MR. STEWART: No .

CHAI RMAN BROWN: Thank you.

| did want to comment on the contract for

ot her instruments where they m ght be able to

At that point in time, that was al nost
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before two auctions ago, that's what we had heard. And
so we asked Staff to say -- go back, what if that starts
to happen. Maybe we need a back-up mechanism to make it
work -- go forward.

And a |l ot of hard work happened, but lo and
behol d, we've held two auctions since then, one
finalized and the one still in the mdst of, but al
i ndi cations are we are getting very vibrant results,
diverse results, and active participation, which kind of
says that problem maybe doesn't really exist.

Since a |lot of our participants then said,
boy, that's conplicated, it seens |like the |ogical thing
to do is take this good information, put it aside for
the moment, and if things change and we do need to nove
forward with it, we've got a | ot of good work done. But
at this point, there seenms to be no indication we need
to take any separation actions on this.

Are there any other comments or questions on
the main tier, either changes or non-changes?

COWM SSI ONER HARRI S: | have sonme questions
and conmments, M. Chairman.

Regardi ng the el ectronic automted REC
tracking system it's nmy understanding that our current

system is outdated, it's not automated, and given the




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

62

nunber of transactions it m ght be inadequate to handle

t hat .

And if you go onto the USEPA website, New
York is the only state, | believe -- maybe | am
m sspeaking here -- to not have a sophisticated

automated el ectronic REC tracking system

In 2004, the only thing all the parties
agreed upon was a REC tracking system | don't believe
we've i nmplemented it to date. | would make a notion to
i medi ately to have a REC automatic el ectronic tracking
system put in place, run by a third party with | SO data,
and have it inmmediately impl emented.

| think we are sorely behind the eight bal
on this and in order to track our progress on the RPS
goals I think it's an essential conponent that's
m ssing.

CHAlI RMAN BROWN: Could I make an alternative
suggestion? We have been talking with the New York
| ndependent System Operator not only to use their data,
but potentially have them run the system  And they have
been amenable to that suggestion. Thus far, in my m nd,
it's been a matter of priorities of different things
t hat they need to do.

What | would Iike to do is nore formally, as
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a result of the session, request themto nmove forward
expeditiously with the devel opment of that project,
because | think we have a place to go. W have a pl ace
to implenment it. And what we probably haven't had is
the strong push fromthe Comm ssion. And maybe we could
provi de that push here today.

COWM SSI ONER HARRI S: Consider this a big
push, fromme at least. And | think that's a great
alternative, as long as it's done expeditiously.

CHAlI RMAN BROWN: | will convey that, unless
anybody has any objection here today, including Staff.

COWM SSI ONER CURRY: |"d just be happy to
know nmore about it before putting it away, because |
think reps are |less a conmponent of our program here than
they are in many other states.

CHAI RMAN BROWN: That's true.

Any comments on that? Tina, are you okay?

MS. PALMERO: Just that we will work with
the 1SO on the Staff |evel, at least, to help automate
the tracking system which we do a tracking system
It's not a REC based, because we don't really recognize
RECs at this tinme.

But for our environmental disclosure program

we do have to track the energy and the attributes in
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that fashion. W do it -- we don't do it -- it's not
automated. So we are working towards automating that
system

CHAI RMAN BROWN: Thanks.

No ot her comments or questions here, al
those in favor of the recommendati ons presented by Tina
regarding the issues for main tier resources for the RPS
program, please say aye.

THE COMM SSI ON:  Aye.

CHAlI RMAN BROWN: Opposed? Hearing none, the
recommendati ons are adopted.

MS. LYNCH: M. Chairman, excuse me. The
st enographer is requesting a break at this tinme.

CHAI RMAN BROWN: Absolutely. VWhy don't we
go to 20 of 1:00 and then we can get going again. So,
we will take a 20 m nute break here.

(Break taken.)

CHAlI RMAN BROWN: Let's reconvene the meeting
of the Public Service Conm ssion.

Next up is Item 302B, case 03-E-0188,
proceedi ng on notion of the Comm ssion regarding the
customer-sited tier of the renewable portfolio standard,
which will also be presented by Tina Palmero in the

Office of Energy and Environment.
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Ti na.

MS. PALMERO: Thank you, Chairman.

|tem 302B addresses the future of the
customer-sited tier of the RPS program by establishing a
si x-year budget of 279 mlIlion through the year 2015 for
solar PV, small wi nd, anaerobic digesters, fuel cells
and solar thermal systems, and additional technol ogy
recommended for eligibility.

As an adjunct to the customer-sited tier, it
is recommended that the Comm ssion approve a budget of
30 mllion per year, also through 2015, for a new
initiative to encourage |arger-scale customer-sited
solar PV fuel cells, and anaerobic digesters in the
downstate area, to help address overall geographic
bal ance in the RPS program

Toget her, these two prograns are projected
to contri bute about 600,000 megawatt hours to the RPS
goal , addi ng about 265 negawatts of new renewabl e energy
capacity.

These programs will also continue to play a
role in helping to diversify the state's energy m x,

i mprove the environnment, reduce demand during peek | oad
peri ods, and stinmulate econom c devel opment

opportunities.
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This item al so addresses the scope and cost
of adm nistration of the entire RPS program, including
program eval uation activities. And finally, it
establishes a recommended schedul e of collection of
costs fromutility customers. These collections are
anticipated to cover all current and future costs of the
entire RPS program through 2024.

Thi s concludes nmy presentation of Item 302B.

Thank you.

CHAI RMAN BROWN: Thank you.

| will start with a coment and question, |
guess. One area that -- the custoner-sited tier

photovol taics program there had been issues in the past
about overrunnings of budgets, and along the way, |
think at the bridge order, for the |lack of a better

term at the beginning of the year, we suggested kind of
a self-correcting mechanism | think at that point, on a
mont hly basi s.

My understanding is we are maintaining that
correction mechanism but it's going to be on a 60-day
rolling basis now?

MS. PALMERO:. That's correct. W are giving
NYSERDA a little more flexibility within that two-nonth

period of when and if it should change the incentive
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| evel based on demand.

CHAlI RMAN BROWN: | guess | just would ask --
my concern about it -- and | really like it for its
self-correcting mechanism and ability to kind of
hopefully maintain the budget a | ot clearer.

My concern is at every 60 days potentially
the incentive changing, it mght be a little difficult
for installers trying to do business. If I aminstaller
and | am working with Conmm ssioner Curry, and finally
get himto agree to buy my system but then when | find
out shortly thereafter, oops, the incentive changed, it
may ruin my economcs, his economcs, the project,
etcetera. Potentially, every 60 days that incentive
changi ng could be disruptive.

But, on bal ance, because of what happened
| ast year, | think it's an appropriate mechanism to have
in place. | am just putting up a little flag here, and
invite NYSERDA, as they get experience with this
program, if they see that that frequence adjustment is
ei ther taking place or tends to be a bit disruptive,
personally | would welcome alternative suggestions that
woul d al so maintain the other half of our goal, which is
to kind of keep the budget in place.

So | am going to support what we are doing
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here today, but | would certainly invite NYSERDA, if
they can come up with alternative ways of achieving both
our objectives, of having stability in the program and
mai nt ai ni ng the budget of the program to conme to us, if
they can find better ways, or if we see that this
adj ust ment mechanismis not nearly as necessary as we
m ght have thought, because it's a good protection, but
it's potentially disruptive is the way | would describe
it.

So, it's my one coment on the
customer-sited tier today.

Are there any other coments or questions?

Hearing none, | would |like therefore --

COWM SSI ONER HARRI S: M. Chairman, | wil
be recusing nyself fromvoting on this item

CHAI RMAN BROWN: That's right. Thank you,
Comm ssi oner .

So, all those, based on the discussion
t oday, all those in favor of the recomendati ons as nore
fully presented by Tina for the customer-sited tier of
the RPS, please say aye.

THE COMM SSI ON (excludi ng Conm ssi oner
Harris): Aye.

CHAI RMAN BROWN: Opposed? And we have got
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one recusal. Therefore, the recommendati ons are
adopt ed.

Thank you, and, again, and all the hard
wor k, and thank NYSERDA for the cooperation. | think
it's been a very positive approach in getting to this
next step of RPS. | do want to say | am very proud of
where | think this has taken New York as a real | eader,

and this is a commtnent to renewabl es now t hat we

shoul d be able to achieve our goals that we set forward.

And it's historic in the sense that we're
really -- | describe it as we are starting to control
our energy future, rather than just watching the world
around us change, and hope that it all changes to the
better.

So, thank you for the hard work and

congratul ations on the program

Next item for discussion is -- we will be
doing a couple of Consolidated Edi son cases. | forgot
to talk to you about this. | think we are going to

start with 301B and then do 301B; is that the approach
we are going to take here, Ton?

MR. DVORSKY: Yes.

CHAI RMAN BROWN: So that's 301B, proceeding

on notion of the Comm ssion on Consolidated Edison's
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electric service. This will be presented by Tom
Dvorsky, Director of the Office of Electric, Gas and
Wat er .

Tom pl ease begin.

MR. DVORSKY: Good afternoon, Chairman and
Comm ssi oners.

On February 8, 2010 Con Edi son, Staff and
t he Consumer Protection Board filed a Joint Proposal,
which if adopted by the Comm ssion, will result -- would
resolve the issues raised by Staff's review of the
company's electric capital expenditures during the
period of April 1, 2005 to March 31, 2008.

The Joint Proposal addresses the revenue
requi rement consequences related to a total of $75
mllion of above market capital expenditures for a
series of retrospective and prospective rate peri ods.

As we previously reported to you, Comm ssion

adoption of the Joint Proposal would result in direct

custonmer benefits totaling approximately $91 mlli on.
Of this total, 26 mllion is imediately avail able, and
an additional 10.4 mllion of benefits will accrue to

the custonmers during the three-year rate plan being
consi dered by you today.

The remaining 54.7 mllion in nom nal
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benefits will flow back to customers over the remaining
book life of the investments. At the March 4th session,
you requested that we evaluate an alternative
application of the customer benefits avail able over the
three-year rate plan to provide nore inmmedi ate rate

relief to the customers.

of the full $36.4 mlIlion custonmer benefit as a one-tinme

bill credit in rate year one. This approach, | believe,

is consistent with your expressed objective.

t he pass back of the full $36.4 mllion customer benefit

in rate year one w thout objection.

mllion of customer benefits resulting fromthe Joint

Pr oposal

in the same manner as the rate increases granted and be

passed back to the custonmers as a one-time bill credit.

shoul d be applied during a single month of the upcom ng

summer period when customer bills are typically the

hi ghest .

one-time credit should include a bill nessage that

We have done so, and recommend to pass back

Con Edi son has indicated that it will accept

In summary, we recommend that the $36.4

be allocated to the appropriate service classes

To be most effective, this one time credit

Each customer's bill that contains the
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states the total amount of the credit being reflected
and that the credit is being provided in conpliance of
t he Comm ssion order.

That concludes my presentation. Be glad to
answer any questions.

CHAI RMAN BROWN: Comm ssi oner Larocca.

COWM SSI ONER LAROCCA: M . Chairman, thank
you. | just thank the Staff for this and the conpany.

It's an opportunity to make a small but, |
t hi nk, meani ngful gesture for consunmers. And a credit
is always better than its opposite number.

So, while it may not change very much in the
lives of our New Yorkers, | think it's an inportant
step, and | think that particularly as we get into the
rest of our business today, we are dealing with a huge
matter of what electric energy costs |look like in the
next couple of years, and | think this is a good and
responsi ble move to make, and |I commend you for it.

CHAlI RMAN BROWN: Comm ssi oner Curry.

COWM SSI ONER CURRY: | guess | would echo
that. The subject matter that you got into and exam ned
carefully was a very significant amunt of spend.
Getting a result like this cooperatively with the

Consumer Protection Board and the conpany was a very
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good result. Thank you for the effort.

CHAI RMAN BROWN:  Any ot her comments or
gquestions?

We have got the recommendati ons as outlined
by Tom All those in favor of the recommendati ons we
just heard, please say aye.

THE COMM SSI ON:  Aye.

CHAI RMAN BROWN: Opposed? Hearing none, the
recommendati ons are adopted.

So with that as the prol ogue, now let's go
into 301A, proceeding on the nmotion of the Comm ssion of
the rates, charges, rules and regul ations for
Consol i dated Edison in case 08-M 0152, conmprehensive
management audit of Consolidated Edison. This will be
presented today by Adm nistrative Law Judge Kevin
Casutto, of the Office of Hearing and Alternative
Di spute Resolution, and Wayne Brindl ey, Deputy Director
in the Office of Accounting and Finance.

So, let's begin with Judge Casutto.

JUDGE CASUTTO: Good afternoon, Chairman
Brown and Comm ssioners.

As you know, we discussed this case during
the March 4th session. | went into a detailed

presentation regarding the procedural history and the
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provisions of the Joint Proposal. So today, | would
like to provide you with a brief, very brief, procedural

hi story and, again, rem nd you of sone of the provisions

of the Joint Proposal, and then discuss bri

passback that you just voted on, and another item that

has devel oped going forward.

The company made its filing in

on May 8, 2009. Staff and the parties, other parties,

filed their testinmony in August of 20009. | n Sept enber,

the company filed a notice of comencenent

negoti ati ons, which negotiations occurred under the
auspi ces of two settlement judges. And also during

September the conpany filed its rebuttal and update

case.

As you know, the settlement negotiations
were fruitful, and on Novenber 24, 2009 the Joint
Proposal was filed. The Joint Proposal was signed by 11

active parties and receives no opposition fromthe other

active parties.

The Joint Proposal creates a three-year rate
plan with a rate increase of $420.4 mllion per year,

whi ch amounts to a return on equity for the conmpany of

10. 15 percent.

As you know, the Joint Proposal

efly the

this matter

of settl ement

al so
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represents the conpany's response, in part, to the

Li berty Management audit, which is a separate case. And
the provisions of the Joint Proposal include unique
provisions to control capital expenditures going
forward.

In view of your vote monments ago in the B
ltem $36.4 mllion will be available as a passback to
be applied in rate year one, as Tom descri bed.

Anot her matter that is of concern to the
Comm ssion and to advisory staff is nonitoring and
reporting of the barrier issues identified by Liberty.

And so, at this time, Wayne Brindley is
going to make a presentation describing provisions that
will apply -- or are proposed to apply regarding
moni toring and reporting on barrier items.

MR. BRI NDLEY: Good afternoon, M. Chairmn,
Comm ssi oners.

The purpose of ny presentation today is to
di scuss the relationship between the management audit of
Con Edi son through the JP before you. | would like to
do so fromtwo distinct perspectives.

First, are the management audit
recommendati ons adequately reflected in the JP? And the

second perspective is, how do we better ensure that
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during the three-year termof the JP that Con Ed is
adequately inmplenmenting the management audit

recommendati ons?

These are two distinct questions. The first

one is really more short-term and it's have we got the

benefits of the management audit in the plan?

The second one is nore long-term that's

ensuring that because Con Ed will not be back for rates
for at least two years, that we are able to continue to
put a spotlight on the managenent audit recommendati ons
and ensure that they continue to be interested. I f they

are not interested, we will bring it to your attention

for remedy.
Touching on the first perspective, the

timng of the Con Ed audit report in the rate case

really didn't allow for detailed inclusion of all the 92

recommendations in the rate case. The judge just went

t hrough some of the dates, but I'll run through them

real quick.

The company filed its case in May of 2009,

whi ch was even before Liberty issued its report in

August of 2009. Staff filed its case only three weeks

after Liberty released the report. Conpany filed an

i mpl ement ation plan in October, and the JP was filed

in
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Novenber .

However, even with this tight time frame, as
| will elaborate on, there was significant consideration
of the management audit recommendations in the Joint
Proposal .

Just as a little aside, before | get to
that, we are |ooking at the timng of the managenent
audits relative to rate cases. That was raised at the
| ast session by Comm ssioner Acanpora. It will be a
chal | enge, but | heard you. | am | ooking at it.

COWMM SSI ONER ACAMPORA: You can do it. You
will do it.

MR. BRI NDLEY: Okay, but back to the subject
matter at hand, are the contents of the JP consistent
with the spirit, if not the words, of the Liberty audit
report? And nmy answer would be, yes, it is.

First, it's a three-year settlement. This
breaks the cycle of annual stop gap rate cases and gives
the company the ability to look a little |onger term,
and perhaps nmore actively assume | eadership for its own
fate as opposed to relying on regulators to set its
annual budget and establish priorities.

Second, when | briefed you |ast year on Con

Ed's last rate case, | enphasized the inmportance of big
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ticket cost drivers as underlying Con Ed's real need for
rate relief. And unless those are dealt with, the
upward pressure on rates would continue.

Anmong the drivers | discussed | ast year were
| arge infrastructure expenditures and property taxes.
The JP is responsive to addressing these big ticket
items and it's also consistent with the recommendati ons
that you find in the Liberty audit report.

First, the JP contains a significant |evel
of capital expenditure controls which M. Dvorsky
descri bed at the last session. And | will just go
t hrough these real quick in shorthand, but the point is
| amtrying to make is that the recommendations in the
report are enbodied in the JP.

Some of the ones that Tom nmentioned | ast
time, issue directives to management to consi der
customer inmpacts when advanci ng budget requests;
annually report and meet with parties on capital plans;
return carrying costs of any capital underspending to
customers; justify any investment above target |evels
during the term of the rate plan in the next rate case.
And they have no upside protection during the term of
the rate plan.

In fact, the JP Ilimts Con Ed's ability to
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earn its full return, th
return, on any over targ
rate year one.

And basically what

assumed that

debt for its entire book

i dea. | wish | thought
| give himcredit.
Second,
actual
projected expense,
deferred and either
custonmers. Likew se,
with the conpany.
What

provi des

heret of ore was consi dered outside of
fully recoverable from customers.

putting the conpany aware that

responsibility to dea
uncontrol | abl e expenses.

That's part
getting that what

One of the barriers,

this does

at is both the debt and equity
et construction expenditures in
wi Il happen is it will be

this excess plant

life.

of it,

the JP contains a proposal
property tax expense in any year
80 percent

recovered from or

the mrror

i's

incentive to Con Ed to dea

with some of

of

we see in the Liberty audit

envi ronment al |

t he message that

was financed solely by
| think that's a great
whoever of it

but t hought

that if
varies fromthe
of the variation will be
credited to

ef fect would happen

it places risk and
wi t h what
its control and

So, again, that's
t hey have sonme

t hese heretofore

you are
report.

under st andi ng you're
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operating primarily in New York City. Bi g property
t axes.

These points are responsive to not only Con
Ed's maj or cost drivers but some of the nore gl obal
themes in the Con Ed audit report, that Con Ed inprove
its planning process, better monitor its progress, to
| ook internally for solutions rather than relying on
regul ators, and to be nmore sensitive to upward rate
pressures on custonmers.

Al so, the earnings sharing cap is adjusted
in the second and third years of the plan to reflect the
potential benefits fromthe inmplementation of the
Li berty audit report recommendati ons.

So, to the extent that the inplenmentation of
the Liberty audit report recomendati ons produce
addi ti onal savings that contribute to the company
exceedi ng the earnings cap, the customers will share in
t hose savi ngs.

The JP also reflects two |arge efforts that
were topics of the Liberty audit report. First, the
company has commtted in the JP to produce an electric
| ong-range planning study. And second, the joint
proposal provides capital spending targets for the

enterprise resource projects.
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So, that's the first perspective, did we get
enough of the management audit into this three-year
deal ? | think my bottom Iline would be that, while al
92 of the managenent audit reconmmendati ons are not
specifically recognized in the JP, that overall, the JP
reflects, in many ways, the recommendati ons embodied in
t he management audit report. Emphasi s on pl anni ng,
emphasi s on nmonitoring, accountability and sensitivity,
and it does so for sonme of the big ticket itens.

Moving on to the second perspective. How do
we ensure that Con Ed's continued interest, while they
are not going to be in to see us for rates for at |east
two nore years. Separate question.

| would like to enphasize the words when |
say "better ensure", because | really think that the
management audit inplementation nonitoring process that
we have currently in place is pretty good. Kat e
Tal | mdge described this at the | ast session whereby we
receive an update from Con Ed every four nonths as to
its status in implementing the management audit
recommendati ons.

Roughly two to three months after that, we
provide an informational item back to the Conm ssion

summari zi ng progress. And, if necessary, we wil
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request Comm ssion intervention if we see problens.

| think that's a good control, but |ike any
internal control, they can be strengthened and
conpl enented. And the draft order does exactly that.

Public Service Law 6619 only requires the
Comm ssion's conmpliance with the management audit
recommendations to be reviewed in the subsequent rate
filings. So this Joint Proposal would result in Con Ed
not filing a major rate filing for at |east two nore
years, the draft order strengthens the typical Public
Service Law requirement by directing the conpany to
submt to all rate case parties on an annual basis until
it filed its next case a report sponsored by the
conpany's executive management explaining the progress
t he company has made in inplementing the Liberty
recommendati ons.

This is not limted to the 92
recommendati ons, but the company will also be reporting
back on the nore subjective, cultural, environnmental,
financial and regulatory barrier issues.

Furt hernore, the report is expected to
explain how the company's efforts at addressing these
recommendations is integrated into its day-to-day

operations and corporate culture and will result in cost
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reductions and/or reliability imrovements for
customers.

Al so, followi ng the subm ssion of the
company's annual report, the department will convene a
meeting where interested parties can receive a
presentation by the conmpany on its progress, raise
guestions as to the content of the annual report, and
identify opportunities for nmodifications or
i mprovenents.

And finally, the draft order authorizes
Li berty to be reengaged under the existing contract with
Con Ed's department to independently review sone or all
of the company's annual progress as deemed necessary.

| believe the things that | have just
menti oned under the second perspective is responsive to
any potential concern that Con Ed may | ose interest in
i mpl ementing the management audit recomrendati ons
because it has a three-year rate plan.

It increases the visibility of Con Ed's
effort in these regards by requiring additional
information to be filed and discussed in a public forum
It also provides staff with additional resources in the
form of reengaging Liberty to evaluate Con Ed's progress

or lack thereof.
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In conclusion, | believe the rate terms of
the Joint Proposal before you, while not explicitly
recogni zing all 92 recomendations, do inmplicitly
recogni ze some of the most inmportant elements of the
recommendati ons.

And the added public visibility and
addi ti onal resources that may be enmployed will allow the
Comm ssion to adequately monitor Con Ed's performance in
i mpl ementing the management audit recomendati ons during
the term of the rate plan.

That concludes ny prepared remarKks.

JUDGE CASUTTO: Thank you, Wayne.

That concludes our formal remarks. W
remain available to respond to questi ons.

And advisory staff and | recomend that the
Comm ssi on adopt the terms and conditions of the Joint
Proposal and the provisions regarding barrier issues
t hat Wayne descri bed.

CHAlI RMAN BROWN: Comm ssi oner Curry, you
want to start?

COWMM SSI ONER CURRY: This is sort of by way
of historical coment. | am the city kid on the
Comm ssi on. | have been in Con Ed's service territory

for nore than 55 years since.
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Since | arrived at the Comm ssion, which
seems | onger but it was only about three and a half
years ago, | have consistently expressed concern about
how to encourage Con Ed to |ook at its managenment
practices and its culture.

A positive devel opment was starting up
again, the process of doing management audits by
i ndependent third parties of each of the utilities that
we regul ate and, of course, we started with Con Ed.

After nmore than 18 months of effort, the
auditors submtted over 90 specific recomendati ons that
Wayne just alluded to and also noted culture barriers
that Con Ed has to overcome to have a sustainable
busi ness model to take it into the next several decades.

The recomendati on of the management audit
is directly linked to the rate case here. That has not
been the case in the past. When we did managenment
audits -- | say we -- when you did managenent audits in
t he past there was not the effort to staple the
recommendati ons of the rate case -- excuse ne, the
recommendati ons of the managenent audit to the rate
case. So they were sort of running on parallel, not
necessarily intersecting, tracks.

Here today, after a |lot of effort by a | ot
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of people, we are getting the two together. The benefit
of the audit and the continued engagement of Liberty,
the actual party that conducted the audit, to assi st
staff in regular reporting to the Comm ssion is a
significant step forward. It's clear and it's

unequi vocal .

| n addressing the Joint Proposal for a
three-year rate case, without that, | would have had
difficulty supporting such a long period of time between
accountability monents for Con Ed -- as between Con Ed
and the Comm ssi on.

| see a process whereby monitoring by staff,
assisted by Liberty as needed, will be persistent and
pervasive, which is the only way to keep everyone's
attention on where we hope things can conme out.

Suppl ementing M. Brindley's view that staff
sees no conflict between the rate case and the
management audit, | took testimony from Con Ed in the
rate case who -- wherein a senior officer said the same
thing, they saw the two as conplenmentary and not in any
way contradictory.

So, from that standpoint, from the cultural
management issues that we occasionally see before us,

but here we have a system c way of addressing them on a
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regul ar basis.

This Joint Proposal also addresses anot her
one of nmy concerns, capital expenditures. Con Ed has to
mai ntai n and upgrade its systenms, requiring vast anounts
of ratepayer dollars. As Wayne indicated in his
presentation, and in other presentations, there are just
very limted areas where the Comm ssion can have a
significant effect on those -- on expenditures
t hroughout, because we have things |ike pension paynments
and tax paynments that are pretty nmuch entitlements, if
you view that in a federal budgetary speak.

Here we have got some innovation on the part
of staff and other participants in the Joint Proposal of
having different accountability points for the
expendi tures, and having remedies for variants that seem
to be reasonable from a distance and | ook |ike they
ought to worKk.

Since the Comm ssion has little choice about
passing through the ratepayers, these real estate taxes,
etcetera, this is a good way to go.

We then | ook at how the Joint Proposal
treats both CAPEX and how CAPEX dollars are spent. So,
there are two separate issues. One is the total amount

CAPEX and the other is howit's spent. | think the JP
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handl es these issues satisfactorily, with innovation,

and hopefully that accountability, because at the end of

the day accountability to the ratepayers for these
dramatic dollars is our task, our task being both the
Comm ssion's and the staff's.

The Joint Proposal, coupled with the
i mpl ement ati on of the management audit recomendati ons,
appears to be a good and satisfactory approach to this
concern.

So, thank everyone for their efforts in
putting this together.

CHAI RMAN BROWN: Comm ssi oner Larocca.

COVM SSI ONER LAROCCA: | would second the
remar ks by Comm ssioner Curry.

| do have, | guess, two specific |anguage
reference itenms, if you will. It seens to nme in the
same season during which this rate proceedi ng has gone
forward there really have been two matters that have
come directly to our attention.

The one, of course, was the contract
management operation that is now safely in the crimna
justice system where a dozen or so people are working
t heir way.

And the other, of course, was the tragedy
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that we examned a little bit again this norning.

In the portions of the order that speak to
the inplementation of the findings of the audit process,
and in this broad sense, the findings there have to do
with the efficiency of management in managing the
busi ness of the conpany.

We don't, however, make specific reference
to these two quite explicit failures that came in the
same season.

So when | ook on -- in the revised draft,
which | guess | saw yesterday, on page 15, provisions of
the audit addressed by the proposal now says include
capital construction planning, and including the
devel opment of second and third year construction
programs, planning and budgeti ng processes, capital
pl anni ng and budget advising, and so forth.

We don't make specific reference to
management of the capital and construction prograns.

And | would just ask you all, for a moment, to consider,
whet her given the parallel history the same season, that
the references be nore specific, because it is one of
the areas to which we will be looking in this three-year
pl an.

We know of this failure in construction
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management that resulted in this problem and we know of
the failure, based on the earlier report today, of the
management under the emergency response and code MIRRE,
and so forth, whether this is broad -- is broader than
it needs to be.

We are not just |ooking at construction and
capi tal planning. We are | ooking at the managenment and
i mpl ement ati on of the capital program and the integrity
of those programs as they are conducted by the conpany,
because we did see these failures.

So, | don't know if raising the |Ianguage
issue at this late date, or sinmply the fact we make a
record. In my mnd, it's sort of like a legislative
history in the transcript here that, certainly on the
part of this comm ssioner, | will be looking in this
three-year period to cone, as we continuously | ook at
the rel ationship between our managenment audit work and
t he conduct of the company under this plan, that we are
seeing specific imrovement in how they manage the
capital and construction prograns, to correct the
integrity issues that we now have explicitly shown to
us, and too, that in its managenment of service issues,
emer gency issues, code MJURRE issues, that all of the

t hi ngs we have |l earned from the tragedy are specifically
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addressed as we go forward.

So, that is really a coment, and to the
extent it's possible to fiddle with | anguage at this
| ate date that would be nice, but it's not essential, so
long as the spirit of these connections are part of how
we go forward.

Thank you, M. Chairman.

CHAI RMAN BROWN: Thank you.

| know Staff knows that comm ssioners have
| ong menories of what they say here at session.

Are there any other coments or questions?

Comm ssion Harris, do you have anything?
Not being able to see you, | can't read your body
| anguage.

COMM SSI ONER HARRI S: No. We were just
danci ng here, but no, we are all set. Thank you.

CHAI RMAN BROWN: Comm ssi oner Acanpor a.

COWM SSI ONER ACAMPORA: | just, before we
wrap this up, I'd like to do a little background and
hi story again for people who are listening and nmake sure
that it also is on the record of the nunmbers that
actually started the request from the conpany and what
we -- the JP has whittled that down to.

Could we tal k about that? Who wants to




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

92

answer ?

JUDGE CASUTTO: | believe on a levelized
basis, the conpany's initial proposal was $540 mllion
per year. So, it's approximately 120 mllion |less on an

annual i zed basi s.

And then for rate year one, it would be
further reduced -- or further mtigated -- by the 36.4
mllion of the CAPEX overspend noney.

COMM SSI ONER ACAMPORA: Since we are doing
this in New York, | think we have some also nore
interested parties that m ght not want to go through
t hat again, just to show that it has been whittled down.

| really want to thank all the interested
parties who participated in this, along with our staff
and the conpany, for the ability to move the nunbers
around, and particularly for the $36.4 mllion return to
rat epayers. As Comm ssioner Larocca said, it's a small
gesture, but it's a good gesture, none the sane of being
an increase.

Al so --

COMM SSI ONER LAROCCA: Can | just coment on
your question to Kevin.

It m ght be worth taking just a monent.

Take us through the very first numbers when it was a
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front-ended proposal, because | think the first serious
work that you all acconplished here, | think with great
success, was taking out that front ending and |evelizing
it; and, two, bringing the levelization down to the
number that Pat has just nentioned. | think you have a
t wo-step process and it's been very much in the consunmer
i nterest.

MR. SCHERER: Comm ssioners, if | mght just
clarify what Judge Casutto made reference.

Was a | evelization inpact of the three cost

of service increases; 540 mllion in the first year, 306
in the second year and 280 mllion in the third year.
On a levelized basis, that's $420 mllion. That was

done to aneliorate the rate inpacts.

| think your question originally was, how
did that result conpare to what the conpany's original
regquest was?

COWM SSI ONER ACAMPORA: Ri ght.

MR. SCHERER: The conpany's original request
for the first rate year was $840 million as updated, so
there was roughly $300 mllion reduction as a result of
this process, with first rate year increase.

The second and third years there were

conpar abl e reductions. The conpany's request was in the
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order of magnitude of $400 mllion per year, and they

compared to the 306 and 280 reductions, so there were

reductions in the out years, as well.

COMM SSI ONER ACAMPORA: Thank you.

Again, | really want to applaud the use of
t he management audit. And thank you, Wayne, and | hope

| am going to continue to thank you, for getting the

process parallel to one another, which I think is really
important if this tool is going to be as useful as |
think it can be. | think that's really inportant.

We have a culture, again, we talk about
communi cations and it's the communications with the
utilities. And this was a utility that | think for a
long tinme the culture said that we are number one and

nobody else is like us, but after that management audit

| think it's brought people to the reality that

i mprovement can occur to anyone who even thinks that

they are the best. You can always get better.

So, | think that it's really inmport

have sonme of that culture, which I think is changing,
and the ability of our people to work with Liberty and

Con Ed, to make sure continuing inmrovenments occur, and

in the area of capital expenditures that there

pl an, and that it's a prudent plan.

ant to

is a
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So, | thank you all very much for your work.

COWM SSI ONER HARRI S: M. Chairman, | do
have a foll ow-up conmment now, if that's okay, just to
follow up on what all the comm ssioners have said.

| do want to conmmend the conpany, staff and
all the interested parties on this Joint Proposal. I
t hi nk enormous concessi ons were made on behal f of all
the parties, all to the benefit of the ratepayers.

| mean there is a significant amount of
| ow-i ncome program there's a reasonable austerity
adjustnment for all three years, the productivity |evel
-- | mean, there's just sone great concessions, CAPEX
control .

So, | think this will be very hel pful for
the company and some financial stability, and a resource
issue for our staff here. So, | just think going
forward this is a great proposal.

| just want to point out, though, as the
ot her comm ssioners have mentioned about the real estate
taxes and sonme of the other fixed costs that we actually
aren't able to control.

So when Comm ssioners Acanmpora and Larocca
had nenti oned about the original number, and what we

were able to reduce it to, | want the ratepayers in New
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York City to keep in mnd how much the percentage of
what we weren't able to adjust and whittle away is --
conmprises the $420 mllion a year.

John Scherer, if you can just give ne those
numbers or give us those numbers about how many doll ars
we aren't able to adjust through property taxes and
pensions and OPEBs, | think it will give the ratepayers
a perspective of just how nmuch of an increase we
actually gave on infrastructure inprovenments.

CHAI RMAN BROWN: They are scurrying, |ooking
for the appropriate piece of paper.

MS. STOUT: John, if you don't have it, |
have it with me here.

MS. STOUT: John, if you don't have it, |
have it with me here.

CHAlI RMAN BROWN: Doris is ready.

MS. STOUT: | have it. | don't have it on
the $420 mllion basis, but of the $540 mllion
non-1| evelized number, 87 mllion of that is related to
property taxes. So, that's 16 percent.

And then in the subsequent years, it's
roughly 80 mllion each year so that percentage is 27
percent and 38 percent of the rate increases in years

two and three. So, it looks |ike about an average of
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about 25 percent of the rate increase is comng from
property taxes.

Just as an overall global perspective, Con
Ed's electric deliveries revenues are almst $5 billion.
Of that, a billion is related to property tax expenses,
so, about 22 percent.

COMM SSI ONER HARRI S: Thank you. | find
that very helpful to give a perspective, if we were to
go forward and approve this Joint Proposal, just how
much of it is sort of outside our control and the
company's control to that extent.

Thank you.

CHAI RMAN BROWN: Before we go to a vote, |
just want to kind of circle the day. This norning we
had a discussion of the tragic accident that was the
result, amongst other things, of infrastructure failure.
And the need that, Comm ssioner Acanpora, the
nei ghbor hood was concerned about outages and how the
company prioritizes.

The underground system is so expensive to
wor Kk on, number one. New York City is such an expensive
pl ace to work, number two. And the infrastructure is
agi ng, nunber three. That it is our responsibility to

make sure that Con Ed has the adequate resources to keep
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the system safe and reliable.

What | want to thank you folks for doing is
trying to balance that against the other concern that we
all have, that a record nunber of New Yorkers can't pay
their electricity bills as it is today, much less with
an increase in it.

That is our constant dilemma, is trying to
make sure that the system maintains that safe and
reliability, while the prices, rates remain just and
reasonabl e.

And | think what you guys have done is
achi eved a good bal ance. Hopefully, Con Ed can conti nue
t he upgrades in their system that are absolutely so
essential to be made to keep the system safe and
reliable, but at the same time, doing our best, as
Comm ssioner Harris pointed out, with some additional
| ow-i ncome protections, to try to maintain that people
can afford their electricity.

Wth that, | think going to the three-year
program offers a | ot of advantages from a | ot of
different perspectives, with all the protections that
the other comm ssioners have pushed very hard for, and
whi ch you have managed to inplement of tying the audit

to the rate case.
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So, with that, unless there is any other
comments or questions, | would like to go to vote.

So, we have got a recommendation as fully
descri bed by Judge Casutto and staff. All those in
favor, please say aye.

THE COMM SSI ON: Aye.

CHAI RMAN BROWN:  Opposed? Hearing no
opposition, the recomendati ons are adopted.

Madam Secretary, is there anything else to
come before us today?

SECRETARY BRI LLING: There are no additional
matters for today. The next regularly schedul ed session
will be April 15th and that will be held in Al bany at
10: 30 a.m  Thank you.

CHAI RMAN BROWN:  Thank you very nuch. The
meeting is adjourned. Thank you.

(Meeting adjourned.)
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