STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

At a session of the Public Service
Commission held in the City of
Albany on September 8, 2006

COMMISSIONER PRESENT:

William M. Flynn, Chairman

CASE 06-M-1078 — Proceeding on Motion of the Commission to Audit
the Performance of Consolidated Edison Company
of New York, Inc. in Response to Outage
Emergencies.

ORDER INSTITUTING PROCEEDING AND DIRECTING AUDIT
(Issued and Effective September 8, 2006)

INTRODUCT ION

Heavy rain and strong wi nds caused by Tropical Storm
Ernesto resulted in w despread danage to trees and power lines in
the service territory served by Consolidated Edi son Conpany of
New York, Inc. (Con Edison). The damage caused servi ce outages,
begi nni ng on Septenber 2, 2006, for approximtely 100, 000
busi ness and residential custoners.

The Conpany's custoners have conpl ai ned about its sl ow
response to the outage, del ayed restoration of power, poor
comuni cations, and | ack of information provided to custoners.
Simlar conplaints were directed agai nst the Conpany after storm
rel ated outages that occurred in January 2006 and in July 2006.
On July 17, 2006, disturbances on the Conpany's distribution
feeders during an extended period of high tenperatures resulted
in extensive outages for custoners served by its networks and an
extended tinme to restore service. As aresult of its network
out ages, Con Edi son was subject to nunerous conplaints about its
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practices and preparations for responding to outages, slow
restoration of service, and poor communications.’

Ef fective communi cation with custonmers and pronpt
restoration of service is an essential conponent of the Conpany's
responsibility to provide safe and adequate service to its
custoners. An independent audit of the Conpany's operations and
managenent of responses to weather rel ated and ot her outage
enmergenci es woul d evaluate its practices and procedures and
result in recommendations for inprovenents in its planning and
organi zation for responses to outage energenci es and service
restorations.

By this Oder, the Conm ssion determ nes that there is
a need to initiate a proceeding and to conduct an independent
audit of the Conpany's system w de operations, practices, and
procedures as they relate to energency planning, response to
out ages, and restoration of service. The Conm ssion will engage a
consultant to performthis audit on the adequacy of the Conpany's
managenent of its enmergency outage responses and preparedness.
The audit will be managed by Departnment of Public Service Staff
and conducted at its direction. Con Edison has agreed to enter
into a contract with the auditors providing for their paynment by
t he Conpany. The consultant shall be directed to conduct a ful
i ndependent exami nation of the Conpany's preparedness for
responses to outage energencies and performance in responding to
them and Staff is directed to report the findings and
recommendations resulting fromthe audit to us.

' By order issued July 26, 2006, the Conmission ordered a Staff
i nvestigation of these network outages, which is underway in a
separate proceedi ng (Case 06-E-0894, Electric Power Qutages in
Consol i dated Edi son Conpany of New York, Inc.'s Long Island
City Electric Network, Order Instituting Proceeding and
Directing Staff Investigation (issued July 26, 2006). The
i nvestigation includes review of the circunstances |leading to
| oss of primary feeders and need for inprovenent to the
Conpany's pl ans, practices, procedures, and operations to
avoid simlar outages. It is anticipated that the audit
instituted herein will take into consideration the
information, findings, and recommendations resulting fromthe
Long Island City Electric Network investigation.
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DI SCUSSI ON AND CONCLUSI ON

During the outage energencies that have occurred this
year, questions have arisen about the tineliness of Con Edison's
restoration of service and the ability of custoners to obtain
accurate information about the extent and duration of the outage.
The Conpany's preparedness for outage energencies and its
practices and procedures for responding to these outages require
an audit and recommendations for inproving its performance. W
expect the audit to result in identification of inprovenents that
are necessary in Con Edison's operations, plans, nmanagenent, and
publ i ¢ conmuni cation practices as they relate to outage
ener genci es.

Specifically, the audit would include, but not be
l[imted to, an assessnment of the follow ng aspects of the
Conmpany' s managenent and operati ons:

1. Effectiveness of the Conpany's overall energency
response planning, response to outages, and service
restoration efforts, including an organi zational
assessnment of the Conmpany's internal structure for
managi ng service restoration;

2. Adequacy of the Conpany's resources avail able by
maj or operating areas, iIncluding personnel and

equi pnent, to respond aggressively to | arge-scale

out age energenci es and the Conpany's effectiveness in
depl oyi ng and nanagi ng these resources in an opti nal
manner ;

3. Planning and preparation for responding to multiple
and sinmul taneous | arge-scal e outages occurring in
di fferent operating areas;

4. Effectiveness of procedures for determ ning the
extent of outages, including the nunber of custoners
affected, and in providing accurate estinmates of the
timng of service restorations;

5. Effectiveness of plans and procedures for obtaining
assistance fromother utilities and contractors, and
ability to effectively depl oy and nanage these
addi ti onal resources; and

6. Proper procedures to assure effective outreach
efforts on a regular basis, including accuracy of
information and frequency of comunication with | ocal
officials, state agencies, and the public throughout
t he event.
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It is expected that the audit will result in recomendations for
actions that the Conpany should take to inprove its energency
out age pl anni ng, preparation, outreach, and restoration efforts
t hroughout its service territory.

Accordingly, a proceeding is instituted and an
i ndependent consultant with the requisite expertise shall be
engaged to conduct an audit of Con Edi son's energency outage
pr epar edness and response, performance during outages, and
service restoration. Con Edison Conpany shall enter into a
contract with an independent third-party auditor to work for and
under the direction of the Conm ssion according to the terns that
t he Comm ssion may determ ne are necessary and reasonable. The
eval uation shall conformto the scope of work set forth in this
Order and any additional aspects of the Conmpany's operations with
respect to its responses to outage energencies that are
identified. The process of retaining a consultant and perform ng
an eval uation shall comence inmedi ately.

It is ordered:

1. The proceeding described in the body of this Order
is instituted.

2.  An independent third-party consultant shall be
engaged to conduct an audit of the Conpany's perfornmance in
response to outage energencies and planning for restoration of
service, in conformance with the discussion in the body of this
O der.

3. Consolidated Edi son Conpany of New York, Inc. shal
enter into a contract with an independent third-party auditor to
work for and under the direction of the Comm ssion according to
the terns that the Conm ssion nmay determ ne are necessary and
r easonabl e.

4. This proceeding is continued.

(SIGNED)

Commissioner



