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STUART NACHMIAS - G#S

Please state your name and business address.

My name is Stuart Nachmias and my business address is 4
Irving Place, New York, New York.

By whom are you employed and in what capacity?

I am employed by Consolidated Edison Company of New
York, Inc. (“Con Edison”) and currently hold the
position of Vice President, Energy Policy and
Regulatory Affairs.

Please describe your educational background.

I graduated from the State University of New York at
Binghamton with a Bachelor of Arts degree in Economics
and Psychology and earned a Master of Business
Administraﬁion degree with a concentration in Finance
from Baruch College. I also earned an Advanced
Certificate in Energy Management from the New York
Institute of Technology, and completed a Power
Technologies Inc. (“PTI”) Distribution Engineering
program.

Please discuss your professional background.

I have primarily worked for Con Edison since 1988. I
began in the Company’s management intern program, and
worked in' capital budgeting, customer sales and revenue
forecasting and corporate planning. I worked to
develop the state’s plan for deregulation, including

establishing the New York ISO. I also worked at Con
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STUART NACHMIAS - GAS

Edison Solutions from 1997 to 2000, initially in the
wholesale power group and later marketing manager for
large business customers. After leaving the Company
from 2000-2001, I rejoined Con Edison in the Energy
Markets Policy Group (“EMPG”), focused on competitive
wholesale electric and gas markets. I have held
positions of increasing responsibilities in this area,
as well as a one year job rotation in customer
operations, where I worked on customer complaints to
executives and the Commission.

Please describe your current responsibilities.

As Vice President of Energy Policy and Regulatory
Affairs, I am responsible for development of energy
policy and the management of state and federal
regulatory matters. Responsibilities of the energy
policy and regulatory affairs department include
contributing to and advancing the Company’s strategic
objectives by keeping employees well-informed of energy
issues, developing Company policy positions, and
communicating and advocating policy positions among

regulators and stakeholders. I was also the Company'’s

" project manager for the Management Audit conducted by

the Liberty Consulting Group (“Liberty”), a process
which began in early 2008.

What is the purpose of your testimony?

-2 -
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I discuss Con Edison’s compliance with the Commission’s
directions and recommendations relating to the recently
completed management audit of the Company.

Please describe the management audit.

In February 2008, the Commission, in Case 08-M-0152,
ordered a comprehensive management audit of Con Edison
in accordance with Public Service Law, Section 66(19).
Through a competitive bidding process, the Commission
selected Liberty to perform a comprehensive management
audit of the Company’s electric, natural gas, and steam
businesses, with a specific focus on the Company’s
construction program planning processes and operational
efficiency. The audit examined the following elements
of the Company’s construction program and planning
process: Corporate Mission, Objectives, Goals and
Planning; Long-Term Load Forecasting; Supply
Procurement, Long~Term System Planning; Capital and 0&M
Budgeting; Program and Project Management; Work
Management; and Performance and Results Management.

The audit concluded in mid-2009 with issuance of the
audit report on August 7, 2009. The audit report
contains 119 conclusions and 92 recommendations. The
audit report also discussed four barriers - cultural,
regulatory, environmental, and financial - as

impediments to the Company’s sustainability and long-
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STUART NACHMIAS - GAS

term success.

What directives did the Commission issue regarding the
audit report?

On August 21, 2009, the Commission issued its “Order
Directing the Submission of an Implementation Plan”
("Order”). The Order directed Con Edison to file a plan
to address the findings and recommendations of the
audit report, which the Company submitted as required
on October 5, 2009. The Order also stated that the
Plan should include an overall characterization of the
relative priorities for each of the recommendations,
implementation action steps, schedules with specific
interim milestones, risk/cost/benefit analyses, and the
designation of executive officer accountability. In
addition, the Order provides for Con Edison to examine
how the implementation of certain recommendations will
address contractor cost issues raised in Cases 09-M-
0243 and 09-M-0114. The Company must conduct public
outreach to interested parties and its various customer
classes about what reliability means and its
relationship to affordability of Con Edison's rates.
Con Edison must consult with Staff in developing its
implementation plan, meet with Staff during the
implementation period, and provide written updates on

the Company's progress at least every four months. 1In
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any rate proceeding filed on or after the date of the
Order, the Company must file testimony to demonstrate
the nature and extent of its achievement of the goals
and objectives in its implementation plan until the
plan is fully executed.

And so does this testimony address this last
requirement?

Yes.

Please describe Con Edison’s response to the
Commission’s Order.

As noted above, the Company filed its Audit
Implementation Plan on October 5, 2009. Con Edison has
established a senior executive team-led structure to
evaluate and address each of the barriers and the 92
recommendations. Each of the recommendations and
éssociated conclusions was assigned to one of 12 teams
based on the nature of the issue presented. Each of
the 12 teams is sponsored by one or more senior
officers in the Company to oversee the recommendations
assigned to their team. Two barriers teams were
established as well, including a regulatory barriers
team and a cultural barriers team. Overall executive
oversight is assigned to two senior officers, who will
see that recommendations are addressed in an integrated

and holistic manner to achieve operating efficiency for
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the benefit of customers. The executive oversight also
links directly with Con Edison’s Chief Executive
Officer and its Board of Trustees. The Board of
Trustees will continue to receive regular updates on
implementation activities and status. The full Board
and select Board committees will provide direction and
guidance on team progress as appropriate during the
implementation process.

The 12 teams assigned to the recommendations are as

follows:

e Team 1 - Electric Long Range Plan

e Team 2 - Board Leadership

¢ Team 3 - Rate and Financial Strategy
e Team 4 - Work Management

e Team 5 - Cost Management

e Team 6 - Load Forecasting

e Team 7 - Gas Main Replacement

¢ Team 8 - Gas Capacity Planning

e Team 9 - Performance and Resource Management
¢ Team 10 - Asset Management

¢ Team 11 - Gas and Steam Planning

¢ Team 12 - Energy Supply
While the recommendations are important to overall

management and process advancements across the Company,
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teams 7, 8 and 11 specifically relate to gas
activities. The Company is also developing a long
range plan for the gas system that will be integrated
with long range plans for the electric and steam
systems also being developed.

What are the key goals of the Company’s Implementation
Plan?

Con Edison considers the implementation effort as an
opportunity to improve its business processes and work
more efficiently and effectively in its operations for
the benefit of customers. FEach of the teams is
actively engaged in implementation efforts that include
an expanded focus on cost management awareness and
practices. These efforts include linking capital
expenditures to long term goals. An underlying goal of
the implementation effort is the development and
execution of a strategy for the long-term
sustainability of the Company. This strategy will
present long range visions and plans for the electric,
gas, and steam systems that provide a framework for
capital investments and technological change and
balance customer affordability and reliability impacts.
Please provide an overview of the Company’s plans for

implementing the audit report’s recommendations.
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Con Edison’s 236-page Audit Implementation Plan
contains a complete description of the Company’s plans
for implementing each recommendation. An overview of
the Company’s plans is provided in my exhibit, titled
"Matrix of Recommendations,” which is an information
matrix for each recommendation. This matrix is also
part of the Company’s Audit Implementation Plan
(Appendix B) filed with the Commission.
MARK FOR IDENTIFICATION AS EXHIBIT __ (SN-1)

Describe Exhibit __ (SN-1).
The twelve teams have examined the Audit Report’s
statements of relevant finding(s) and conclusion(s) and
the associated recommendation(s). Exhibit _ (SN-1)
reflects the teams’ conclusions and planned approach
regarding identified finding(s), conclusion(s), and
recommendations; recommendations are assessed under one
of the following four categories:

Accepted: Concurrence with Audit Report’s

statement of relevant finding(s) and

conclusion(s); recommendation is appropriate based

on preliminary cost benefit and risk assessment;

implementation plan with milestones established

and in progress subject to additional cost benefit

and risk review.
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Modified: Concurrence with Audit Report’s
statement of relevant finding(s) and
conclusion(s); however, an alternative
recommendation approach is planned; tentative

implementation plan with milestones established

and in progress subject to additional cost benefit

and risk review.
Under Review: Concurrence with Audit Report’s

statement of relevant finding(s) and

conclusion(s); recommendation appears appropriate;

tentative implementation plan with milestones
established and in progress subject to cost
benefit and risk review.

Not Accepted: Audit report’s identification of

relevant finding(s) and conclusion(s) has been

reviewed; implementation activity is not warranted

at this time.
The Exhibit is organized by team and identifies "High
Priority" recommendations. For each recommendation,
the Exhibit also provides estimated start and
completion dates; a brief statement of anticipated
deliverables; results of cost-benefit and risk
analysis, when available; an assessment category (as
described above); and a status indicator. Status is

categorized by the following categories:
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In Progress: Actions are currently being taken.
Completed: The Company’s response to this
recommendation and its findings are complete; no
further action is required or expected.
Pending: Response to this recommendation is
dependent upon sequencing of other initiatives
that must be completed first.
Reevaluating: Actions are halted until further
review is completed to justify continued action or
suggest a change in course.
Please discuss how the Company will examine the costs,
benefits and risks associated with the recommendations.
Con Edison 1s committed to keeping customer value a
central theme through qualitative and/or quantitative
analyses of costs, benefits and risks. Con Edison will
determine costs, benefits and risks to the business
and, in turn, for customers. For many recommendations,
costs and/or benefits will not be readily quantifiable,
and in such cases the Company will require that
gqualitative measures indicate adequate benefits to
warrant the implementation action.
Has the Company reflected cost savings from
recommendation implementation in its proposed revenue
requirement in this proceeding?

As indicated above, the Company is still in the process

-10~



