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INTRODUCTION

Pursuant to Sections 9(a)(2) and 10 of the Public Utility Holding Company
Act of 1935 (the "Act"), Consolidated Edison, Inc. ("CEI"), a New York public
utility holding company, hereby requests that the Securities and Exchange
Commission ("SEC" or "Commission") authorize the acquisition of all of the
issued and outstanding securities of Orange and Rockland Utilities, Inc.
("orange and Rockland"), a New York public utility company and a holding
company, pursuant to the terms of the Agreement and Plan of Merger among Orange
and Rockland, CEI and C Acquisition Corp., dated as of May 10, 1998 (the "Merger
Agreement"). CEI owns all of the common stock of Consolidated Edison Company of
New York, Inc. ("Con Edison"), a New York electric and gas utility company under
the Act. CEI is exempt from all provisions of the Act except Section 9(a)(2)
thereof pursuant to Section 3(a)(1). Orange and Rockland is an electric and gas
utility company and a holding company which is exempt from registration under
the Act pursuant to an order of the Commission issued under Section 3(a)(2).
Orange and Rockland owns two public utility subsidiaries, Rockland Electric
Company ("RECO0"), a New Jersey corporation that is an electric utility company
under the Act, and Pike County Light & Power Company ("Pike"), a Pennsylvania
corporation that is an electric and gas utility company under the Act. C
Acquisition Corp. is a New York corporation and a wholly-owned subsidiary of
CEI. Pursuant to the terms of the Merger Agreement, C Acquisition Corp. will be
merged with and into Orange and Rockland, and Orange and Rockland will be the
surviving corporation in the Merger and become a wholly-owned subsidiary of CEI,
which is a New York corporation.



The Merger is expected to produce benefits to investors and consumers and
will meet all applicable standards of the Act. Among other things, CEI believes
that the Merger offers significant strategic and financial benefits to each
company and their respective shareholders, as well as to the communities in
which they provide service. Through coordinated operations and joint
infrastructure investment, Con Edison and Orange and Rockland will be able to
improve the operations of the combined public utility systems. The adjacent gas
and electric service territories will permit the generation of synergies and
operating efficiencies that would not be available absent the Merger. Moreover,
both companies are operating in an increasingly competitive utility industry and
are in the process of divesting large portions of their generating assets to
create competition. Those divestiture processes will continue after the Merger.
The expected benefits of the Merger are discussed in detail in Item 3 below.

For purposes of this Application, CEI and Orange and Rockland, and their
operating public utility subsidiaries, may be referred to collectively as "the
Companies."

I. ITEM 1. DESCRIPTION OF THE PROPOSED TRANSACTION
A. Description of the Parties and the New York Power Pool
1. CEI

CEI was organized in 1997 as a New York corporation and currently is a
public utility holding company exempt from all provisions of the Act except
Section 9(a)(2). CEI owns all of the issued and outstanding common stock of Con
Edison, a public utility company organized and existing as a corporation under
the laws of the State of New York. Con Edison supplies electric
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service in all of New York City (except part of the Borough of Queens) and most
of Westchester County, New York, an approximate 660 square mile service
territory with a population of more than 8 million. It also supplies gas in the
Boroughs of Manhattan and the Bronx and parts of the Borough of Queens and
Westchester County, New York, and steam in part of Manhattan. Con Edison is
regulated by the New York State Public Service Commission ("NYPSC") as to retail
rates, service, accounts, issuance of securities and in other respects. The
Federal Energy Regulatory Commission ("FERC") has jurisdiction over Con Edison
under the Federal Power Act ("FPA") in connection with electric transmission
facilities and operations, wholesale sales of power and related transactions.
Con Edison's principal executive office is 4 Irving Place, New York, New

York, 10003.

Con Edison has the following subsidiaries:

(a) Davids Island Development Corporation ("Davids Island") is organized
and existing as a corporation under the laws of the State of New York. It owns
real property acquired as a possible site for an electric generating plant in
Dutchess and Columbia Counties in New York State. It is in the process of
disposing of the property. Davids Island is a wholly-owned subsidiary of Con
Edison.

(b) D.C.K. Management Corporation is a corporation organized and existing
under the laws of the State of New York that owns real property in the City of
New York. It is a wholly-owned subsidiary of Con Edison.

(c) Con Edison also owns a 28.8 percent interest in Honeoye Storage
Corporation, a New York corporation that owns and operates a gas storage
facility in upstate New York.
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Other CEI subsidiaries are:

(a) Consolidated Edison Solutions, Inc. ("CES") is a wholly-owned
subsidiary of CEI, organized in the State of New York that provides wholesale
and retail energy and related services. CES has a 33 1/3 percent fully diluted,
interest in Inventory Management & Distribution Company, Inc. ("IMD"), an energy
marketing firm organized and existing under the laws of the State of Delaware.
IMD's principal place of business is 5599 San Felipe, Suite 870, Houston, Texas,
77056. CES also has a 14.4 percent interest in Remote Source Lighting
International, Inc. ("RSLI"), a lighting technology company organized in the
State of Delaware. Its principal place of business is 32961 Calle Perfecto, San
Juan Capastrano, California 92675.

(b) Consolidated Edison Development, Inc. ("CEDI") is wholly-owned by CEI
and organized and existing under the laws of the State of New York. It is in
the business of investing in foreign and domestic energy and other
infrastructure projects and marketing of Con Edison's technical services. CEDI
has five direct subsidiaries: (i) Con Edison Development, Guatemala, Ltd.
("CEGL"), organized under the laws of the Cayman Islands and in the business of
investing in energy projects in Central America; (ii) IEP Global Development,
LLC (of which CEDI owns 50 percent), a limited liability company organized in
Delaware to develop and acquire electric power generation, transmission and
distribution projects outside of the United States; (iii) Consolidated Edison
Leasing, Inc., a corporation organized in Delaware and formed to invest in lease
transactions, which owns an undivided leasehold interest in a power plant in
Holland through the Roca Facility Trust No. 2; (iv) CED Ada, Inc., a Delaware
corporation, which owns an approximate 96 percent interest in CED/DELTA Ada,

LLC, a Delaware limited liability
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company, which owns a 49.5 percent limited partnership interest and a 0.5
percent general partnership interest in Ada Cogeneration Limited Partnership
("ACLP") (ACLP owns a 30 megawatt gas-fired qualifying cogeneration facility
under the Public Utility Regulatory Policies Act of 1978 in Ada, Michigan) and
(v) Carson Acquisition, Inc., a Delaware corporation ("Carson Acquisition")
which owns an approximate 47.75 percent interest in each of CMD Carson GP, LLC
and CMD Carson, LLC, each a Delaware limited liability company, which in turn
own, in the aggregate, all of the limited partnership and general partnership
interest in Carson Cogeneration Company, a California limited partnership
("Carson Cogen"). Carson Cogen is a lessee of a leasehold interest in a 42
megawatt qualifying cogeneration facility in Carson, California.

CEDI owns all of the issued and outstanding shares of Con Edison
Development Guatemala Acquisition and Finance, Ltd. ("CEDGAF"), a corporation
organized under the laws of the Cayman Islands. At present, CEDGAF is a shell
corporation, meaning that it has no assets or operations. It was organized in
connection with a potential investment in Guatemala, which was never made.

(c) Consolidated Edison Energy, Inc. is a wholly-owned subsidiary of CEI,
organized under the laws of the State of New York to invest in, operate and
market the output of electric energy supply facilities in the United States and
to provide specialized wholesale energy services in the electric power and
natural gas markets.

(d) Consolidated Edison Communications, Inc. ("CECI") is a wholly-owned
subsidiary of CEI, organized in the State of New York in late 1997 to own,
operate or invest in
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facilities used for telecommunications or otherwise to compete in the
telecommunications industry.

CEI's common stock is listed on the New York Stock Exchange. As of
October 31, 1998, CEI had outstanding 233,186,794 common shares ($.10 par
value). The issued and outstanding shares of Con Edison number 235,489, 650
($2.50 par value), all of which are held by CEI.

For the twelve months ended September 30, 1998, CEI's total operating
revenues were $7.22 billion, of which approximately $5.74 billion were derived
from electric operations, $1 billion from gas operations, $355 million from the
steam business, and $113 million were from non-utility businesses. Consolidated
assets of CEI at September 30, 1998, were approximately $14.5 billion. A more
detailed summary of information concerning CEI and its subsidiaries is contained
in the combined CEI and Con Edison Annual Report on Form 10-K for the year ended
December 31, 1997,/1/ and Quarterly Reports on Form 10-Q for the quarters ended
March 31, 1998, June 30, 1998, and September 30, 1998, which are incorporated
herein by reference.

In September 1997, the NYPSC approved a settlement agreement among Con
Edison, the Staff of the NYPSC and other parties ("the Con Edison Settlement
Agreement") providing for: (i) a transition to a competitive electric market
through the development of a "retail access" plan, (ii) a rate plan providing
for substantial retail rate reductions through March 31, 2002, (iii) a
reasonable opportunity to recover "strandable costs," and (iv) the divestiture
by Con Edison to

/1/ CEI was formed in late 1997 and became the parent holding company for Con
Edison effective January 1, 1998. Thus, there are no 1997 figures for CEI
that differ from those reported for Con Edison.



unaffiliated third parties of at least 50 percent of its New York City fossil-
fueled electric generating capacity. See Exhibit K-1 to this Application.

Pursuant to the Con Edison Settlement Agreement, Con Edison submitted a
divestiture plan for its fossil-fueled electric generation in New York City.
The NYPSC approved Con Edison's electric generation Divestiture Plan in orders
issued July 21, and August 5, 1998. Under the Divestiture Plan, Con Edison will
auction off in-City electric generation to unaffiliated third parties in three
bundles:

1,434 MW consisting of the Arthur Kill generating station and Astoria
gas turbines ("Arthur Kill bundle");

2,168 MW consisting of the Ravenswood generating station and gas
turbines ("Ravenswood bundle"); and

1,858 MW consisting of the Astoria generating station plus the Gowanus
and Narrows turbines ("Astoria bundle").

No purchaser may purchase more than one of the three bundles. Closing on the
sales of these three bundles is expected in the second half of 1999.

Under its Steam System Plan, announced on April 15, 1998, Con Edison will
auction off the remainder of its electric generation in New York City in a
fourth bundle, consisting of 463 MW of units that produce electricity and steam
for Con Edison's steam delivery system ("Steam - electric bundle"). Con Edison
plans to close on the sales of the fourth bundle by the end of 1999.

The NYPSC, in a July 21, 1998 Order, gave Con Edison the option of having
its unregulated affiliate participate in the auction to purchase one of the
initial three bundles. On
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July 24, 1998, Con Edison advised the NYPSC that its affiliate would forego its
right to participate in the auction./2/ Accordingly, Con Edison plans to divest
all of its in-City generation to third parties.

In addition, Con Edison is in the process of divesting its 810 Mw
interest in the Bowline Point generating station ("Bowline Station") located in
Orange and Rockland's territory as part of Orange and Rockland's auction of its
generation, as described below. Similarly, Con Edison has agreed to divest its
400 MW interest in the Roseton station located in Central Hudson Gas and
Electric Corporation's service area in conjunction with Central Hudson's
divestiture auction. As a result of the divestitures described above, Con
Edison no longer will own dispatchable generation resources./3/ Con Edison
will, however, retain an obligation to serve load in its service territory. In
order to serve that load, Con Edison will purchase capacity and energy in the
competitive market.

2. Orange and Rockland

Orange and Rockland and its public utility subsidiaries supply electricity
and gas to a service territory covering approximately 1,350 square miles. The
eastern boundary of the service area extends along the west bank of the Hudson,
directly across the river from the service

/2/ Con Edison's relinquishment of its affiliate's right to participate in the
auction was based on certain understandings as to the treatment of any
gain on the sales. On August 5, 1998, the NYPSC approved Con Edison's
proposal in this regard, subject to one modification, which Con Edison
accepted on August 10, 1998. Con Edison, accordingly, is proceeding with
the divestiture.

/3/ Con Edison will retain its interests in a nuclear power generating
facility. It is expected that Con Edison's nuclear facility will operate
whenever it is available and be bid into the generation market at an
incremental price reflecting the "to go" costs.
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territory of Con Edison. Orange and Rockland's New York electric and gas service
territory includes all of Rockland County, most of Orange County and part of
Sullivan County. In New Jersey, RECO supplies electricity to the northern parts
of Bergen and Passaic Counties and small areas in the northeastern and
northwestern parts of Sussex County. Pike supplies electricity and gas to the
northeastern corner of Pike County, Pennsylvania. Orange and Rockland, RECO and
Pike jointly operate a single fully integrated electric production and
transmission system serving parts of New York, New Jersey and Pennsylvania.
Orange and Rockland's principal executive office is One Blue Hill Plaza, Pearl
River, New York 10965.

Orange and Rockland and its public utility subsidiaries furnish electric
service to approximately 269,000 customers in 96 communities with an estimated
population of 681,000 and gas service to approximately 114,000 customers in 57
communities with an estimated population of 482,000. Approximately 77 percent
of Orange and Rockland's consolidated energy sales are from Orange and Rockland,
with 21 percent of consolidated energy sales generated from RECO in New Jersey
and approximately 1 percent of consolidated energy sales from Pike in
Pennsylvania.

Orange and Rockland is regulated by the NYPSC. RECO is regulated by the
New Jersey Board of Public Utilities ("NJBPU") and Pike is regulated by the
Pennsylvania Public Utility Commission ("PaPUC") as to retail rates, service and
accounts, issuance of securities and in other respects as to service provided in
those individual states. FERC has jurisdiction under the FPA over certain of
the electric facilities and operations of Orange and Rockland and its
subsidiaries.
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Orange and Rockland has three wholly-owned non-utility subsidiaries, Clove
Development Corporation ("Clove"), a New York corporation, and O&R Energy
Development, Inc. and O&R Development, Inc., both Delaware corporations. Clove
holds approximately 5,200 acres of real estate, located primarily in the Mongaup
Valley region of Sullivan County, New York. O&R Development, Inc., which was
formed to promote industrial and corporate development in Orange and Rockland's
service territory by providing improved sites and buildings, owns approximately
200 acres of land, which are being marketed for sale. O0&R Energy Development,
Inc. is an inactive corporation.

RECO has two wholly-owned non-utility subsidiaries, Enserve Holdings, Inc.
("Enserve") and Saddle River Holdings Corp. ("SRH"), both Delaware corporations.
Enserve has two wholly-owned non-utility subsidiaries, Palisades Energy
Services, Inc., an energy service provider and Compass Resource, Inc.
("Compass"), both Delaware corporations. SRH has two wholly-owned non-utility
subsidiaries, NORSTAR Holdings, Inc. ("NHI") and Atlantic Morris Broadcasting,
Inc. ("AMB"), both Delaware corporations. Compass and AMB are inactive
corporations. NHI has two wholly-owned non-utility subsidiaries, NORSTAR
Management, Inc. ("NMI"), and Millbrook Holdings, Inc. ("Millbrook"), both
Delaware corporations. Millbrook holds a leasehold interest in non-utility real
estate in Morris County, New Jersey. NMI is the sole general partner of a
Delaware limited partnership, NORSTAR Energy Limited Partnership ("NORSTAR
Partnership"), a gas marketing company that is discontinuing operations, of
which NHI is the sole limited partner. The NORSTAR Partnership
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is the majority owner of NORSTAR Energy Pipeline Company, LLC, a Delaware
limited liability company, which is inactive.

For the twelve months ended September 30, 1998, Orange and Rockland's
total operating revenues on a consolidated basis were approximately $643,281, 000
and total utility operating revenues were $642,524,000, of which approximately
$496 million was derived from electric sales and $146 million from gas sales./4/
As noted above, 21 percent of total utility revenues is generated from New
Jersey, approximately 1 percent is from Pennsylvania, and the balance is from
operations in New York. Consolidated assets of Orange and Rockland and its
subsidiaries at September 30, 1998, were approximately $1.3 billion. A more
detailed summary of information concerning Orange and Rockland and its
subsidiaries is contained in Orange and Rockland's Annual Report on Form 10-K
for the year ended December 31, 1997, and Orange and Rockland's Quarterly
Reports on Form 10-Q for the quarters ended March 31, 1998, June 30, 1998, and
September 30, 1998, which are incorporated herein by reference.

Orange and Rockland's common stock (par value $5.00 per share) (the
"Common Stock") is listed on the New York Stock Exchange. The Common Stock
outstanding as of October 31, 1998, numbered 13,519, 866.

Orange and Rockland filed a plan ("Final Divestiture Plan") to divest all
of its electric generation facilities pursuant to NYPSC divestiture orders. By
orders issued April 16, 1998, and May 26, 1998, the NYPSC approved Orange and
Rockland's Final Divestiture Plan. See Exhibit K-2

/4/  All intercompany balances and transactions have been eliminated.
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to this Application. Orange and Rockland's Final Divestiture Plan provides for
the divestiture of 100 percent of Orange and Rockland's generating assets by
auction.

Oon November 24, 1998, Orange and Rockland agreed to sell all of its
electric generating facilities, including its one-third interest in the Bowline
Station, to Southern Energy, Inc., a subsidiary of The Southern Company. Also
included in this sale is Con Edison's two-thirds interest in the Bowline
Station. The sale price for all the generating facilities is approximately $480
million, with Orange and Rockland's share being approximately $345 million.
Orange and Rockland anticipates that this sale will be completed by April 30,
1999. The benefits of Orange and Rockland's restructuring to its customers
will not be reduced as a result of the Merger. Orange and Rockland's customers
will benefit from the restructuring and receive additional benefits from the
Merger.

3. The New York Power Pool

Con Edison and Orange and Rockland are members of the New York Power Pool
("NYPP"), a cooperative association consisting of the major electric utilities
operating in the State of New York. NYPP is a "tight" power pool through which
its members agree to coordinate their operations by operating their systems in
parallel, by consulting on design, use and construction of capacity, by
scheduling repair outages and by providing support to each other in meeting
generating capacity and energy transmission needs. NYPP has a centralized
computer system that monitors the available capacity on the system and the
demand for energy of all of the NYPP members to determine which sources of
capacity should be used to reliably provide economic energy to meet customer
demand. Through this process, NYPP coordinates the dispatch of the least cost
to meet the demand for power. Under the current NYPP structure, each
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member utility owns and controls its separate transmission system. Access to
those systems is available through each utility's open access transmission
tariff.

NYPP has filed with the FERC a plan to reorganize and establish an
Independent System Operator ("NYISO") that will control transmission assets in
New York, as well as operate a power exchange. Under the present NYPP
structure, NYPP dispatches the least cost generating facility to meet demand.
In the future, NYISO will operate on a bid price basis. Generating units will
bid into the hourly energy markets at a particular price. Whether any given
facility is dispatched will depend on its bid price, not the cost of the unit.
NYISO members and non-members also may make purchases outside of the power
exchange and schedule those purchases with the NYISO (bilateral agreements).
The transmission owning members of NYPP will continue to own, maintain and
operate their transmission facilities but will relinquish operational control
over their transmission facilities to the NYISO, and the NYISO will provide
transmission service to members and non-members pursuant to a pool-wide, open
access transmission tariff.

Thus, the NYISO will administer both the transmission tariff and the
energy market. The NYISO will identify system constraints and dispatch
generating units, based on information supplied by generators, to meet load,
provide necessary ancillary services and accommodate bilateral transactions.

The NYISO proposal contains "locational-based marginal pricing," which is
designed to encourage market participants to use the most efficient resources
available and to alleviate transmission constraints. Locational-based marginal
pricing will be available to all market participants and will provide incentives
for the efficient use of the transmission system.
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After divestiture, Con Edison and Orange and Rockland will purchase capacity and
energy in the regional market to serve their respective load requirements.

Following the Merger, Con Edison and Orange and Rockland will continue to
be members of NYPP and will continue to coordinate operations in accordance with
applicable NYPP procedures. In addition, since Con Edison and Orange and
Rockland are divesting the bulk of their generation assets, the Companies will
jointly purchase capacity and energy to meet their obligations to serve native
load. Upon the implementation of the NYISO, the purchases - through the NYISO
coordinated energy market, neighboring power exchanges, and bilateral
agreements - will replace, for the combined companies, the arrangement for
economic dispatch of utility-owned generation that has prevailed under the NYPP.
The Companies will make purchases to meet their aggregate load service
obligations, taking advantage of savings through larger purchasing power and a
joint purchasing plan. This combined purchasing arrangement will ensure that
both Companies are served by the lowest cost reliable power available and thus
achieve economies of scale and function not available absent the Merger.

B. Description of the Merger
1. Background of the Merger

Oon March 25, 1997, Orange and Rockland, the NYPSC staff and other parties
entered into an agreement providing for the settlement of Orange and Rockland's
Rate and Restructuring Plan which had been previously filed with the NYPSC. The
agreement, which was subject to NYPSC approval, provided for a global settlement
involving generating assets, retail access, a base rate freeze and stranded cost
recovery.
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The NYPSC considered the agreement in September 1997. The NYPSC expressed
concerns about the terms of the agreement and directed the parties to resume
negotiations to address those concerns. The NYPSC also encouraged Orange and
Rockland to divest its generating assets as soon as possible. Subsequently,
after retaining independent expert consultants to provide additional financial,
legal and regulatory analysis and, after extensive negotiations with the NYPSC
staff and other parties to the proceeding, on November 6, 1997, Orange and
Rockland entered into an Electric Rate and Restructuring Plan ("Restructuring
Plan") that provided, among other things, for the divestiture of all of Orange
and Rockland's generating assets. The Restructuring Plan is attached to this
Application as Exhibit K-2. The Board of Directors of Orange and Rockland also
retained Donaldson, Lufkin & Jenrette ("DLJ"), Orange and Rockland's primary
financial advisor, to advise the Board regarding the Restructuring Plan and
Orange and Rockland's strategic options following the possible sale of the
generating assets.

In November 1997, the Board of Orange and Rockland, after reviewing the
information provided by DLJ (which, consistent with the conclusions of its other
financial consultant, recommended that Orange and Rockland sell its generating
assets by auction), determined to sell the generating assets and approved the
Restructuring Plan. DLJ discussed with the Board the current competitive
environment in the utility industry, noting that Orange and Rockland faced
deregulation and regulatory risks, a consolidating industry and limited growth
prospects, all of which could erode shareholder value. 1In light of this, DLJ
reviewed with the Board certain strategic alternatives assuming the generating
assets were sold, including a possible sale of the company. After discussion,
the Board authorized Orange and Rockland management and DLJ to
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explore the possibility of combining the company with another entity, either
through the sale of the company or some other strategic combination, so that the
Board could determine whether it would be in the best interests of Orange and
Rockland and its shareholders to continue as only a transmission and
distribution company following the sale of the generating assets.

From November 1997 through December 1997, a number of potential strategic
partners, primarily with interests in the utility industry, were contacted in
order to determine whether any of those entities would be interested in
considering either merging with or acquiring Orange and Rockland. Those
entities that expressed an interest in continuing to review the possibility of
such a transaction were asked to sign a confidentiality agreement with Orange
and Rockland. On December 24, 1997, Con Edison executed such an agreement./5/
In January 1998, after sharing certain information regarding Orange and Rockland
with the interested parties, including CEI, Orange and Rockland requested that
such parties provide non-binding indications of interest, specifying the price
ranges within which such parties believed they might be able to pursue a
transaction. These non-binding indications of interest were requested to assist
the Orange and Rockland Board in evaluating whether it would be in the best
interests of Orange and Rockland and its shareholders for Orange and Rockland
to: a) continue as only a transmission and distribution company following the
sale of the generating assets, or b) enter into a business combination with
another party.

On February 3 and 4, 1998, preliminary, non-binding letters of interest
were received from certain of the entities that had expressed interest in
acquiring or merging with Orange and
/5/ On January 1, 1998, Con Edison became a subsidiary of CEI.
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Rockland. CEI's letter was dated February 4, 1998. The preliminary, non-binding
letters of interest were evaluated by Orange and Rockland management, an Ad Hoc
Committee of independent directors (the "Ad Hoc Committee") formed by the Orange
and Rockland Board to review such business combinations, and the Orange and
Rockland Board. At a meeting of the Orange and Rockland Board held on

February 5, 1998, the Board further reviewed, with representatives of DLJ, the
preliminary indications of interest received. The Board considered, among other
things, the terms of each of the non-binding proposals, including the proposed
value to be received by Orange and Rockland's shareholders and the structure of
a proposed transaction. After discussion, the Board determined to permit a
limited number of the parties who expressed interest (the "Interested Parties"),
including CEI, to meet with management of Orange and Rockland and conduct due
diligence.

During the period February through April 1998, the Interested Parties
performed due diligence on Orange and Rockland and met with management. During
these months, the Ad Hoc Committee and the Orange and Rockland Board had
meetings with management, DLJ and Orange and Rockland's legal counsel to discuss
the ongoing due diligence and the status of the process and to continue to
consider whether it would be in the best interests of Orange and Rockland and
its shareholders for the company to: a) continue as only a transmission and
distribution company following the sale of the generating assets, or b) enter
into a business combination with another party. 1In order to assist the Board in
its consideration of whether it was in the best interests of the company and its
shareholders to continue as a transmission and distribution company or enter
into a business combination, the Board decided to send draft
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merger agreements to each of the Interested Parties in April 1998. In order to
provide the Board with a clear indication of the terms that the Interested
Parties would consider in a business combination with Orange and Rockland, the
Interested Parties were instructed to submit mark-ups of the merger agreement
that would indicate the terms pursuant to which such party would enter into a
business combination with Orange and Rockland.

Between May 1 and May 4, 1998, proposals were received from each of the
Interested Parties, including CEI. Each proposal included a draft merger
agreement, which contained the terms of the proposed merger, and which was
revised to include any changes that would be necessary for the Interested Party
to enter into a binding agreement with Orange and Rockland.

On May 4, 5 and 6, 1998, the Ad Hoc Committee, Orange and Rockland's
management, DLJ and Orange and Rockland's legal counsel considered the proposals
that had been received. On May 7, 1998, both the Ad Hoc Committee and the
Orange and Rockland Board met to discuss and consider the proposals that had
been received. Following its deliberations, the Orange and Rockland Board
authorized management, together with DLJ and Orange and Rockland's legal
counsel, to proceed with negotiations with respect to the proposal submitted by
CEI so that the Board could determine whether it would be in the best interests
of Orange and Rockland and its shareholders for Orange and Rockland to: a)
continue as only a transmission and distribution company following the sale of
the generating assets, or b) enter into a business combination with CEI.
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On May 8 and 9, 1998, representatives of Orange and Rockland's management,
DLJ and Orange and Rockland's legal counsel negotiated the terms of the Merger
Agreement with CEI and the legal counsel for CEI.

On May 10, 1998, the Board of Orange and Rockland held a special meeting
to review the terms of the transaction that had been negotiated with CEI. After
presentations by the Ad Hoc Committee, DLJ and Orange and Rockland's legal
counsel and full discussion and analysis by the Board, the Board, by unanimous
vote: (i) determined that it was in the best interests of Orange and Rockland
and its shareholders for Orange and Rockland to enter into a business
combination with CEI, (ii) determined that the terms of the Merger were fair to,
and in the best interests of, the shareholders of Orange and Rockland, and
(iii) authorized, approved and adopted the proposed agreement and plan of merger
and the transactions contemplated thereby and the execution and delivery of the
Merger Agreement. Later that evening, Orange and Rockland, CEI and C Acquisition
Corp. executed and delivered the Merger Agreement and certain related
agreements.

2. Description of the Merger Agreement

Pursuant to the Merger Agreement among Orange and Rockland, CEI and
C Acquisition Corp., Orange and Rockland will be merged with and into
C Acquisition Corp., with Orange and Rockland continuing as the surviving
corporation and becoming a wholly-owned subsidiary of CEI.

The Merger will be effected through the purchase of Orange and Rockland
stock. Each share of Orange and Rockland common stock will be cancelled and
converted into the right to receive $58.50 in cash, without interest ("the
Merger Consideration") payable to the holder of
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such share upon surrender. Any Orange and Rockland common stock owned by Orange
and Rockland as treasury stock or by CEI will be cancelled and no payment will
be due to such holders. All preferred stock and preference stock of Orange and
Rockland will be redeemed, prior to the effective date of the Merger, at a
redemption price equal to the respective amount set forth in Orange and
Rockland's restated Certificate of Incorporation, together with all dividends
accrued and unpaid to the date of redemption. The transaction is expected to be
taxable to stockholders of Orange and Rockland for Federal income tax purposes.
The Merger Agreement is subject to customary closing conditions, including
receipt of approval of the holders of Orange and Rockland's Common Stock and the
approval of various state and Federal regulatory agencies, including the
Commission. Orange and Rockland held a meeting of its common stockholders on
August 24, 1998, and the requisite two-third votes of its stockholders approved
the Merger.

The Merger will become effective at the time specified in the certificate
of merger (the "Effective Time") that is delivered and filed by the Department
of State of the State of New York. Such filing will be made on or as promptly
as practicable following the closing date under the Merger Agreement, which will
take place not later than the second business day after the satisfaction or
waiver of all of the conditions set forth in the Merger Agreement or such other
time as agreed to by the parties.

CEI will designate a Paying Agent to effect the payment of consideration
for the Merger. As soon as practicable after the Effective Time, the Paying
Agent will mail to each holder of record of a certificate or certificates (which
immediately prior to the Effective Time represented
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outstanding shares of Common Stock of Orange and Rockland that were cancelled
and became instead the right to receive the consideration for the Merger)
instructions for effecting the surrender of the certificates in exchange for the
Merger Consideration. Upon surrender of the certificates, the holders will be
entitled to receive the Merger Consideration. Until surrendered, each
certificate will be deemed at any time after the Effective Time to represent
only the right to receive upon such surrender the Merger Consideration. No
interest will be paid or will accrue on the Merger Consideration payable to
holders of certificates.

Upon completion of the Merger, Orange and Rockland will be a wholly-owned
subsidiary of CEI. Orange and Rockland's subsidiaries, including its two utility
subsidiaries, RECO and Pike, will remain Orange and Rockland Subsidiaries. The
Merger is currently expected to close in April 1999.

At the Effective Time of the Merger, CEI will establish an advisory board,
with equal numbers of CEI and Orange and Rockland members, who will provide
advice and input regarding the implementation of the Merger and the ongoing
operations of Con Edison and Orange and Rockland. CEI will elect one new member
to its Board of Directors who previously was a member of the Board of Directors
of Orange and Rockland. Following the consummation of the Merger, CEI will
maintain a subsidiary office in Rockland County as the headquarters of Orange
and Rockland for at least three years following the Merger. CEI has committed
to make charitable contributions to the communities within the service area of
Orange and Rockland and its public utility subsidiaries on a level consistent
with the contributions provided over the two years before the Effective Time.
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Pursuant to the Merger Agreement, from and after the Effective Time,
Orange and Rockland, as a subsidiary of CEI, will indemnify, to the fullest
extent permitted by applicable law, each person who was at the date of the
Merger Agreement, or who has been at any time prior to the execution date of the
Merger Agreement, or who becomes prior to the Effective Time, (i) a director or
officer, or (ii) an employee covered by Orange and Rockland as of the date of
the Merger Agreement (to the extent of coverage extended as of such date) of
Orange and Rockland or any of its subsidiaries with respect generally to their
service to Orange and Rockland. Such rights to indemnification will continue in
full force and effect for at least six years from the Effective Time. Orange and
Rockland, as a subsidiary of CEI, also will maintain in effect, for at least six
years after the Effective Time, policies of directors' and officers' insurance
equivalent in all material respects to those maintained by or on behalf of
Orange and Rockland and its subsidiaries on May 10, 1998.

CEI will cause Orange and Rockland, as a subsidiary of CEI, to honor
(1) all collective bargaining agreements of Orange and Rockland, and (ii) the
provisions regarding employee benefit plans, contracts, agreements (including
all in effect as of the date of the Merger Agreement that apply to any current
or former employee or director of Orange and Rockland). Subject to applicable
law and obligations under collective bargaining agreements, for three years
following the consummation of the Merger, any workforce reduction will be made
on a fair and equitable basis as determined by Orange and Rockland without
regard to whether prior employment was with Orange and Rockland, CEI or any of
their subsidiaries, and with due consideration to prior experience and skills.
Generally, any employee whose employment is
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terminated or whose job is eliminated during such period will be eligible to
participate on a fair and equitable basis in the job opportunity and employee
placement programs offered by CEI, Orange and Rockland or any of their
subsidiaries for which they are eligible. The Merger Agreement provides that
all service under any Orange and Rockland benefit plan will be recognized,
accrued or credited under such plan after the consummation of the Merger - and
that employees will be given credit for service with Orange and Rockland under
CEI's benefit plans for purposes of eligibility and vesting, but not for benefit
accrual purposes or eligibility for early retirement purposes under defined
benefit pension plans, and not to the extent crediting such service would result
in duplication of benefits. Although not addressed in the Merger Agreement and
subject to (i) changes that may result from periodic reviews of the pension and
benefit plans of other employers and evolving business practices and

(ii) applicable law and collective bargaining agreements, CEI and Orange and
Rockland currently intend that all employees who were employees of Orange and
Rockland immediately before the Effective Time who transfer from Orange and
Rockland and its subsidiaries to Con Edison will receive credit for benefit
accrual and eligibility for early retirement purposes for service with Orange
and Rockland that is equivalent to that of such employees who do not transfer,
with offsets as may be appropriate to avoid duplication of benefits. Employees
also will be given credit for service with Orange and Rockland under CEI's
severance plans for purposes of calculating the amount of each employee's
severance benefits. Finally, CEI will cause Orange and Rockland to maintain,
for at least one year, benefits to the Orange and Rockland employees that are no
less favorable than the
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benefits such employees enjoyed before the Merger. The Orange and Rockland
severance plan also will be maintained by CEI for one year following the closing
date of the Merger.

The Merger may be terminated by (i) mutual consent of the parties and
(ii) by either party if the Merger is not consummated by November 30, 1999
(subject to an automatic extension of six months if the requisite statutory
approvals have not been obtained by that date, but all other conditions have
been fulfilled or are capable of being fulfilled), or (iii) by a non-breaching
party if there occurs a material breach of any representation, warranty,
covenant or agreement contained in the Merger Agreement, which is not cured
within twenty business days after receipt of notice to the other party. The
Merger Agreement provides that if the Merger is terminated because of a party's
material breach of its representations and warranties or a material failure to
perform and comply with its agreements and covenants, then the defaulting party
will pay the other party up to $5 million for its out-of-pocket expenses
incurred in connection with the Merger.

II. ITEM 2: FEES, COMMISSIONS AND EXPENSES

The fees, commissions and expenses to be paid or incurred, directly or
indirectly, by Con Edison and Orange and Rockland, in connection with the
Merger, are estimated to total approximately $18 million, including investment
bankers' fees of approximately $11 million. Below are listed the approximated
fees:
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Accountant's fees
Financial advisory and information services fees
Legal fees and expenses relating to the Act
Economic consulting fees
Other legal fees and expenses
Other
Shareholder communications and proxy solicitations
Investment bankers' fees and expenses

Salomon Smith Barney

Donaldson, Lufkin & Jenrette

Consulting fees relating to human resources, public
relations, etc.

Miscellaneous

Total
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175,000
340,000
250, 000
373,000

5,000, 000
100, 060

117,000

4,590,000

6,320,000

400, 000

600, 000

$18, 265, 000



III. ITEM 3: APPLICABLE STATUTORY PROVISIONS

The following sections of the Act are directly or indirectly applicable to
the proposed Merger: Sections 9(a)(2) and 10. To the extent other sections of
the Act or the Commission's rules under the Act are deemed applicable to the
Merger, such sections and rules should be considered to be included in this
section of the Application.

Section 9(a)(2) of the Act makes it unlawful, without prior approval of
the Commission under Section 10, "for any person . . . to acquire, directly or
indirectly, any security of any public-utility company, if such person is an
affiliate . . . of such company and of any other public utility or holding
company, or will by virtue of such acquisition become such an affiliate." Since
Orange and Rockland and its public utility subsidiaries will, by virtue of the
proposed Merger, become affiliates of CEI, Section 9(a)(2) requires approval by
the Commission under Section 10.

As set forth more fully below, the Merger meets all of the applicable
requirements of Section 10 of the Act and should be approved by the Commission:

The Merger will not create detrimental interlocking relations or
concentration of control.

The consideration to be paid to Orange and Rockland shareholders is
fair and reasonable.

The Merger will not result in an unduly complex capital structure.
The Merger is consistent with Sections 8 and 11 of the Act.

The Merger tends towards the economic and efficient development of an
integrated electric utility system and an integrated gas utility

system.
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The Merger is in the public interest and the interest of investors and
consumers.

The Merger complies with all applicable State laws.
A. The Merger Meets the Requirements of Section 10(b) of the Act

Section 10(b) of the Act provides that if an acquisition satisfies the
requirements of subsection (f), the Commission shall approve the acquisition
unless the Commission finds that:

(1) such acquisition will tend towards interlocking relations or
concentration of control of public utility companies of a kind or to
an extent detrimental to the public interest or the interest of
investors or consumers;

(2) in the case of an acquisition of securities or utility assets,
the consideration, including all fees, commissions, and other
remuneration, to whomsoever paid, to be given, directly or
indirectly, in connection with such acquisition is not reasonable or
does not bear a fair relation to the sums invested in or the earning
capacity of the utility assets to be acquired or the utility assets
underlying the securities to be acquired; or

(3) such acquisition will unduly complicate the capital structure of
the holding company system of the applicant or will be detrimental to
the public interest or the interest of investors or consumers or the
proper functioning of such holding company system.

1. Section 10(b)(1) -- Interlocking Relations

Section 10(b)(1) directs the Commission to approve an acquisition unless
it finds that such acquisition will tend toward interlocking relations "of a
kind or to an extent detrimental to" the public interest or the interests of
investors or consumers. Accordingly, an acquisition does not offend
Section 10(b)(1) merely because it causes interlocking relations. Any merger,
by its nature, results in interlocking relations between previously unrelated
companies. As the Commission has recognized, such relationships are necessary
to integrate the merging entities.

-27-



Northeast Utils., HCAR 25221, 47 S.E.C. Docket 1270 (Dec. 21, 1990), modified on
other grounds, HCAR No. 25273 (Mar. 15, 1991), aff'd sub nom. City of Holyoke
Gas & Elec. Dep't v. SEC, 972 F.2d 358 (D.C. Cir. 1992).

The Merger will not result in interlocking relations that are detrimental
to any of the interests protected by Section 10(b)(1). The Merger Agreement
provides that the Board of Directors of CEI will be modified to include one
member who previously was a member of the Board of Directors of Orange and
Rockland. Following the Merger, the Orange and Rockland Board of Directors will
be elected by CEI. An advisory board, with equal numbers of CEI and Orange and
Rockland members, will be established to provide advice and input regarding
implementation of the Merger. These relationships are necessary to integrate
the combined companies and achieve the objectives of the Merger. The Merger
will create efficiencies and economies that will benefit both consumers and
investors. The combined companies will continue to be regulated by the NYPSC,
the regulations of which are specifically designed to protect the public
interest. Similarly, the NJBPU and the PaPUC will continue to regulate RECO's
operations in New Jersey and Pike's operations in Pennsylvania, respectively, in
the public interest. Accordingly, the Merger will not harm, but will instead
promote the interests protected by Section 10(b)(1).

2. Section 10(b)(1) -- Concentration of Control

Section 10(b)(1)'s concern with concentration of control is directed at
avoiding an "excess of concentration and bigness" while preserving
"opportunities for economies of scale, the elimination of duplicate facilities
and activities, the sharing of production capacity and reserves and generally
more efficient operations." 1In re American Elec. Power Co., 46 S.E.C.
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1299, 1309 (1978). When applying Section 10(b)(1) to utility acquisitions, the
Commission must determine if the acquisition will create the type of structure
or combination at which the Act is specifically directed. In re Vermont Yankee
Nuclear Corp., 43 S.E.C. 693, 700 (1968), rev'd on other grounds, 413 F.2d 1052
(D.C.Cir 1969). As discussed below, the Merger does not create a "huge

complex and irrational system," but instead takes advantage of economies of
scale and efficiencies that benefit both investors and consumers. American
Electric Power Co., 46 S.E.C. at 1309.

a. Size

While the combination of Con Edison, Orange and Rockland, RECO and Pike
will create somewhat larger electric and gas utility systems, these systems will
not exceed the economies of scale of current electric generation and
transmission or gas distribution technology. If approved, the CEI utility
subsidiaries will serve approximately 3.3 million electric customers in New
York, New Jersey and Pennsylvania and approximately 1.1 million gas customers in
New York and Pennsylvania. As of September 30, 1998, CEI's assets totaled about
$14.5 billion, the combined consolidated assets of CEI and Orange and Rockland
totaled approximately $16 billion and for the year ended September 30, 1998,
CEI's operating revenues totaled about $7.22 billion and combined operating
revenues totaled $7.8 billion. This represents approximately an eight percent
increase in revenues and assets compared with CEI's existing system.

The Commission has approved combinations resulting in similarly-sized and
larger utility systems. See TUC Holding Co., HCAR 26749, 65 S.E.C. Docket 301
(Aug. 1, 1997) (combination of Texas Utilities Company and ENSERCH Corporation,
combined assets at time of acquisition of approximately $24 billion); Houston
Indus., Inc., HCAR 26744, 65 S.E.C. Docket 83 (July 24, 1997) (combination of
Houston Industries, Inc. and NorAm Energy Corp.,
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combined assets at time of acquisition of approximately $16 billion); Entergy
Corp., HCAR 25952, 55 S.E.C. Docket 2035 (Dec. 17, 1993) (acquisition of Gulf
States Utilities Co., combined assets in excess of $22 billion). Following the
Merger, CEI will be a mid-size holding company and its operations will not
exceed the economies of scale of current electric generation and transmission
technology, or provide undue power and control to CEI in the region in which it
will provide service.

b. Efficiencies and Economies

In Centerior Energy Corp., the Commission stated that a "determination of
whether to prohibit enlargement of a system by acquisition is to be made on the
basis of all the circumstances, not on the basis of size alone." Centerior
Energy Corp., HCAR 24073, 35 S.E.C. Docket 769, 771 (April 29, 1986). In
addition, in the SEC Staff's 1995 Report, the Division of Investment Management
recommended that the Commission approach its analysis of mergers and
acquisitions in a flexible manner with emphasis on whether the merger creates an
entity subject to effective regulation and is beneficial for shareholders and
customers as opposed to focusing on rigid, mechanical tests. The Regulation of
Public-Utility Holding Companies, Division of Investment Management Report, at
73-74, dated June 1995 (hereinafter referred to as Division Report).

By virtue of the Merger, CEI's consolidated utility revenues will increase
by less than ten percent; its operations will not exceed the economies of
current electric and gas utility technology, or provide undue power and control
to CEI in the region in which Con Edison and Orange and Rockland operate. The
companies will be in the position to realize the "opportunities for economies of
scale, the elimination of duplicate facilities . . . and generally
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more efficient operations." American Elec. Power Co., 46 S.E.C. at 1309. Among
other things, the Merger is expected to create operational and administrative
economies, savings in facility maintenance and emergency coordination, and other
administrative and general savings. In addition, as a result of the Merger, Con
Edison and Orange and Rockland and its utility subsidiaries are expected to be
better positioned to remain competitive as the utility industry restructures.
These factors should prove beneficial to the interests of investors and
consumers as well as the public interest in general. The expected economies and
efficiencies from the consolidation of Con Edison and Orange and Rockland, as
well as the competitive position of CEI after the Merger, are described in more
detail later in this Application.

c. Competitive Effects

The Merger will not have an adverse affect on competition. Section
10(b)(1) also requires the Commission to consider the possible anticompetitive
effects of a proposed combination. Entergy Corp., 55 S.E.C. Docket at 2041,
citing Municipal Elec. Ass'n v. SEC, 413 F.2d 1052, 1056-57 (D.C. Cir. 1969.)
Orange and Rockland is divesting all of its generating assets. Con Edison also
is divesting the bulk of its generating facilities to at least three separate
buyers. Thus, the Merger does not result in an increase in market concentration
for generation. Both Con Edison and Orange and Rockland are participants in the
NYISO, which will insure that transmission will be provided on a non-
discriminatory basis to all customers and competitors.

A full competition analysis was provided in the application of Con Edison
and Orange and Rockland for approval of the Merger under Section 203 of the
Federal Power Act, which was filed with the FERC on September 9, 1998. This
analysis was set forth in the testimony of Dr. William H. Hieronymus, who found
that since Orange and Rockland is divesting all of its
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generating resources, there will be no increase in market concentration from the
Merger. Under the FERC's Merger Policy Statement, which is based on the
Department of Justice's Horizontal Merger Guidelines, Dr. Hieronymus found that
the Merger passes all of the screening criteria.

On January 27, 1999, the FERC issued an order approving the Merger.
Consolidated Edison Company of New York, Inc. and Orange and Rockland Utilities,
Inc., Docket No. EC98-62-000, 86 FERC (P) 61,064 (1999). The FERC evaluated the
potential competitive consequences of the Merger in light of the criteria
established in its Merger Policy Statement. The FERC review included an analysis
of horizontal and vertical market power issues. Based on the record, including
applicants' mitigation commitments and generation divestiture plans, the FERC
found that the Merger raises no competitive concerns.

This Commission previously has relied upon the expertise of other federal
regulators in determining if a proposed transaction has anti-competitive
effects, and the D.C. Circuit has upheld the Commission's ability to "watchfully
defer[]" to other regulators. City of Holyoke Gas & Elec. Dep't v. SEC, 972
F.2d at 363-64. Applicant hereby respectfully requests that the SEC watchfully
defer to the competitive analysis set forth in the FERC order approving the
Merger.

For the reasons described above, the Merger will not "tend toward
interlocking relations or the concentration of control" of public utility
companies, of a kind or to the extent detrimental to the public interest or the
interests of consumers or investors within the meaning of Section 10 of the Act.

3. Section 10(b)(2) -- The Consideration Is Fair and Reasonable
The Commission may not approve the proposed acquisition of Orange and
Rockland by CEI under Section 10(b)(2) if it finds that the consideration to be

paid in connection with the
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acquisition, including all fees, commissions and other remuneration, is "not
reasonable or does not bear a fair relation to the sums invested in or the
earning capacity of . . . the utility assets underlying the securities to be
acquired. . . ." 1In considering whether or not a price meets such standard, the
Commission has considered whether the price was decided as the result of arms-
length negotiations, whether the parties' boards of directors approved the
purchase price, the opinions of investment bankers and the earnings, dividends,
book and market value of the shares of the company to be acquired. Ohio Power,
HCAR 16753 (June 8, 1970); Southern Co., HCAR 24579 (Feb. 12, 1988); Entergy
Corp., HCAR 25952 (Dec. 17, 1993).

CEI believes that the standards of Section 10(b)(2) regarding
consideration for the Merger are satisfied. The purchase price for the common
stock of Orange and Rockland was negotiated at arms-length between Orange and
Rockland and CEI. These negotiations were accompanied by extensive due
diligence, analysis and evaluation of all of the assets and goodwill of Orange
and Rockland as well as the liabilities and business prospects of Orange and
Rockland. (See Section II(B)(1) of this Application for the background and
description of the negotiations leading to the Merger.) As noted by the
Commission in In re Ohio Power Co., 44 S.E.C. 340 (1970), prices arrived at
through arms-length negotiations are particularly persuasive evidence that
Section 10(b)(2) is satisfied.

The Merger has been approved by the boards of directors of both CEI and
Orange and Rockland and by the affected public shareholders of Orange and
Rockland (approval by CEI's shareholders is not required). The acquisition was
approved by the CEI Board of Directors on April 28, 1998, consistent with its
fiduciary duties to protect the interests of the CEI
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shareholders. The Merger was approved by the Orange and Rockland Board of
Directors on May 10, 1998. The Orange and Rockland shareholders voted for
approval and adoption of the Merger Agreement on August 20, 1998.

Nationally recognized investment bankers for both Orange and Rockland and
CEI have reviewed extensive information concerning the Companies and the Merger
and have opined that the consideration to be paid to the Orange and Rockland
common stockholders is fair. The opinion letter of Salomon Smith Barney ("SSB")
for CEI found that, considering all of the facts, the consideration to be paid
for the common stock of Orange and Rockland is fair from a financial point of
view to CEI. DLJ, Orange and Rockland's financial advisor, similarly found that
the consideration was fair from a financial point of view to the holders of
Orange and Rockland common stock. In rendering their fairness opinions, both
DLJ and SSB performed a number of analyses relevant to the reasonableness of the
purchase price and its relation to the investment, in and earning capacity of,
the utility assets of both CEI and Orange and Rockland. These analyses
considered, among other things, the pro forma effect of the Merger on earnings,
dividends and cash flow, and the respective contributions of CEI and Orange and
Rockland in terms of assets, earnings, dividends, cash flow and businesses.
Both SSB and DLJ considered public and non-public historical and projected
financial information and forecasts related to the earnings, assets, business,
dividends, cash flow and prospects of CEI and Orange and Rockland; historical
market prices and trading activity of the common stock of the companies and
certain publicly traded companies deemed similar; and other information, as more
fully described in their opinion letters included with this Application as
Exhibits H-1 and H-2.
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In light of these opinions and an analysis of all relevant factors, the
purchase price falls within the range of reasonableness, and the consideration
for the Merger bears a fair relation to the sums invested in, and the earning
capacity of, the utility assets of Orange and Rockland and its subsidiaries.

4. The Fees Associated With the Merger Are Reasonable

CEI believes that the overall fees, commissions and expenses incurred and
to be incurred in connection with the Merger are reasonable and fair relative to
other mergers and the anticipated benefits of the Merger to the public, the
investors and the consumers, and such fees are consistent with recent precedent
and otherwise meet the standards of Section 10(b)(2).

As set forth in Item 2 of this Application, CEI expects that the total
fees, commissions and expenses associated with the Merger to be incurred by CEI
and Orange and Rockland together will be approximately $18 million. Similar
expenses have been incurred in other mergers and acquisitions. For example,
Union Electric and Central Illinois Public Service Company incurred together
approximately $21.8 million in fees, expenses and commissions in connection with
their combination into Ameren Corporation; Public Service Company of Colorado
and Southwestern Public Service Company incurred together $23.5 million in fees
and associated expenses in connection with their combination into New Century
Energies, Inc.; Texas Utilities and ENSERCH incurred together $37.2 million in
fees, commissions and expenses in connection with their combination into TUC
Holding Company; Houston Industries and NorAm incurred together $32 million in
fees, commissions and expenses in connection with their combination into Houston
Industries, Inc.; The Cincinnati Gas and Electric Company and PSI Resources
incurred together $47.1 million in fees, commissions and expenses in connection
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with their combination into CINergy Corp.; Northeast Utilities alone incurred
$46.5 million in fees, expenses and commissions in connection with its
acquisition of Public Service Company of New Hampshire; and Entergy alone
incurred $38 million in fees in connection with its acquisition of Gulf States
Utilities - all of which amounts were approved by the Commission as reasonable.

CEI believes that the fees paid to the financial consultants SSB and DLJ,
which are included in the total estimate of fees of $18 million, are fair and
reasonable. By letter of April 28, 1994 ("the SSB Engagement Agreement"), Con
Edison engaged Salomon Brothers, Inc., now SSB, as a financial advisor to assist
the senior management of Con Edison in identifying and/or evaluating regulated
utility acquisitions, and under the agreement was specifically requested to
assist in exploring the possibility of a business combination with Orange and
Rockland. The Board of Directors selected SSB as a financial advisor because
SSB, as part of its investment banking business, is continually engaged in the
valuation of businesses and their securities in connection with mergers and
acquisitions. SSB is familiar with Con Edison, having provided certain
investment banking services to Con Edison from time to time, and having acted as
its financial advisor in connection with, and having participated in certain of
the negotiations leading to, the Merger. Pursuant to the SSB Engagement Letter,
Con Edison engaged SSB as its financial advisor in connection with the potential
acquisition of Orange and Rockland. Pursuant to the terms of the SSB Engagement
Letter, CEI agreed to pay SSB $250,000 upon CEI's commencement of substantive
negotiations with Orange and Rockland, an additional fee of $375,000 upon
execution of the Merger Agreement, an additional fee of $375,000 upon receipt
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of Orange and Rockland's shareholder approval, and an additional fee of
$4,590,000, less the amounts previously paid, on closing of the transaction. 1In
addition CEI has agreed to reimburse SSB for out-of-pocket expenses (including
the reasonable fees and expenses of counsel) incurred by SSB in connection with
its engagement, and to indemnify SSB and certain related parties against certain
liabilities, including liabilities under the Federal securities laws relating
to, or arising out of, its rendering of services under the SSB Engagement
Letter.

Pursuant to terms of an engagement letter between Orange and Rockland and
DLJ dated December 2, 1997, (the "DLJ Engagement Letter"), Orange and Rockland
has agreed to pay DLJ: (i) a retainer fee of $250,000, (ii) an opinion fee of
$500,000, (iii) a fee of $1,250,000 upon the execution of the Merger Agreement,
(iv) a fee of $750,000 upon shareholder approval of the Merger, and (v) a Merger
fee equal to $6,320,000 (0.8 percent of the aggregate consideration payable in
the Merger) less previously paid fees. 1In addition, Orange and Rockland also
has agreed to reimburse DLJ for all out-of-pocket expenses (including the
reasonable fees and expenses of counsel) incurred by DLJ in connection with its
engagement, and to indemnify DLJ and certain related persons against certain
liabilities, including liabilities under the Federal securities laws relating to
or arising out of its rendering of services under the DLJ Engagement Letter.

5. The Capital Structure Is Not Unduly Complex
Section 10(b)(3) of the Act requires the Commission to determine if the
Merger will unduly complicate CEI's capital structure or will be detrimental to
the public interest, the interests of investors or consumers or the proper
functioning of CEI's system.
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As a result of the Merger, Orange and Rockland shareholders will receive
cash for surrendering their Orange and Rockland common stock which will then be
cancelled. All preferred stock and preference stock of Orange and Rockland will
be redeemed. C Acquisition Corp. will merge with Orange and Rockland, with
Orange and Rockland being the surviving corporation and a wholly-owned
subsidiary of CEI. There will be no minority common stock interest remaining in
Orange and Rockland. The only voting securities of CEI that will be publicly
held after the Merger will be CEI common stock. The only class of voting
securities of CEI's direct and indirect utility and non-utility subsidiaries
will be common stock, except for 1,915,319 shares of Con Edison's $5 Preferred
Stock, each of which has one vote per share, and, in all but a few cases, issued
and outstanding shares of such common stock will be held by CEI or a subsidiary
of CEI. CEI will hold, through its current subsidiaries, the interests
described in Item 1 of this Application.

Set forth below are summaries of the historical capital structure of CEI
and Orange and Rockland as of December 31, 1997, and the pro forma consolidated
capital structure of CEI after the Merger as of March 31, 1998.
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CAPITAL STRUCTURE FOR CEI/6/
(in thousands)

12/31/97 as of 3/31/98
Common Shareholder Equity $ 5,930,079 $ 5,780,924
Preferred Stock Subject to ga,550 84,550
Mandatory Redemption
preferred stock s18,08 318,018
Long Term Debt 4,188,906 4,108,152
Total capitalization 10,437,003 10,297,004
Total Noncurrent Liabilities 146,006 150,613
Total Current Liabilities 1,548,257 1,166,085
Total Deferred Credits 2,501,242 2,577,183
total s14,722,518 $14,190,975

/6/ To the extent CEI has outstanding short-term debt, CEI typically pays off
its short-term debt within a short period of time, and therefore short-
term debt is not reflected in CEI's financial statements.
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CAPITAL STRUCTURE FOR Orange and Rockland
(in thousands)

12/31/97 3/31/98
Common Stock Equity $ 376,319 $ 377,463
Non Redeemable Stock 43,222 43,220
Long Term Debt ss6,637 356,637
Total capitalization 766,270 777,320
Total Noncurrent Liabilities 65,189 63,838
Total Current Liabilities 208,72 107,155
Total Deferred Credits 217,006 217,550
total $1,288,000 $1,255,872
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PRO FORMA COMBINED CAPITAL STRUCTURE FOR CEI (unaudited)
(in thousands)

1997
Common Stock Equity $ 5,695,836
Preferred Stock Subject to Mandatory 84,550
Redemption
preferred stock 318,018
Long Term Debt 4,198,152
Total capitalization 10, 493, 365
Total Noncurrent Liabilities 150, 613
Total current Liabilities 1,181,388
Total Deferred Credits 2,577,183
Total $14, 402, 549

The capital structure of CEI after the Merger will not be unduly
complicated and will be substantially similar to capital structures approved by
the Commission in other orders. See e.g., LG&E Energy Corp., HCAR 26866
(Apr. 30, 1998); Conectiv, Inc., HCAR 26832 (Feb. 25, 1998); Centerior Energy
Corp., 35 S.E.C. Docket 769; Midwest Resources, Inc., HCAR 25159, 47 S.E.C.
Docket 252 (Sept. 26, 1990).

CEI's pro forma consolidated common equity to total capitalization rate of
48.7 percent comfortably exceeds the traditionally acceptable 30 percent level.
Northeast Utils., HCAR 25221, 47 S.E.C. Docket at 1284.
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Section 10(b)(3) also requires the Commission to determine whether the
proposed combination will be detrimental to the public interest, the interests
of investors or consumers or the proper functioning of the CEI system. The
combination of Con Edison and Orange and Rockland is entirely consistent with
the interests of the public, investors, consumers and the proper functioning of
the holding company system. Con Edison and Orange and Rockland already are
interconnected at several points and their operations will be integrated to take
advantage of efficiencies and economies that would not be possible absent the
Merger. Further, CEI, Con Edison and Orange and Rockland will remain reporting
companies subject to the continuous disclosure requirements of the 1934 Act
following consummation of the Merger. The Merger will make Con Edison and
Orange and Rockland strong competitors in the emerging energy market, which is
good for both consumers and investors. For these reasons, the Applicants
believe that the Merger will be in the public interest and the interests of
investors and consumers, and will not be detrimental to the proper functioning
of the CEI holding company system.

As set forth more fully later in this Application, the Merger is expected
to result in cost savings and synergies, and will improve the efficiencies of
the utility systems. The Merger, therefore, will be in the public interest and
will not be detrimental to the proper functioning of the resulting holding
company system.

B. The Merger Meets the Requirements of Section 10(c)

Section 10(c) of the Act provides that, notwithstanding the provisions of
Section 10(b), the Commission shall not approve:
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1) an acquisition of securities or utility assets, or any other
interest, which is unlawful under the provisions of section 8 or is
detrimental to the carrying out of the provisions of section 11; or

2) the acquisition of securities or utility assets of a public
utility or holding company unless the Commission finds that such
acquisition will serve the public interest by tending towards the
economical and the efficient development of an integrated public-
utility system .

1. Section 10(c)(1)
a. Compliance with Section 8

Section 8 prohibits registered holding companies from acquiring properties
which would result in combined gas and electric operations in the same area
without the authorization of the appropriate state commission, where state law
prohibits or requires authorization for such combined operations. Section 8
applies only to registered holding company systems and thus, by its terms, is
not applicable to CEI or Orange and Rockland and its subsidiaries or the Merger.
However, even if it applied to exempt holding companies, the Merger would not be
unlawful as there is no such law, regulation or policy against combination
companies in the affected states. Accordingly, the Merger will not be unlawful
under Section 8 of the Act, and the portion of Section 10(c)(1) relating to
Section 8 is satisfied.

b. No Detriment to the Carrying Out of Section 11

Section 11 of the Act contains the integration and simplification
requirements of the Act applicable to registered holding companies.
Specifically, Section 11 mandates that the Commission require each registered
holding company to limit operations of its holding company system to a single
integrated public utility system, and certain "functionally related" businesses,
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unless the provisions of subsection 11(b)(1)(A) - (C) (the "ABC" Clauses) permit
ownership of additional public utility systems.

The term "Integrated public utility system" is defined in Section 2(a)(29)
to mean:

As applied to electric utility companies, a system consisting of one
or more units of generating plants and/or transmission lines and/or
distributing facilities, whose utility assets, whether owned by one
or more electric utility companies, are physically interconnected or
capable of physical interconnection and which under normal conditions
may be economically operated as a single interconnected and
coordinated system confined in its operations to a single area or
region, in one or more States, not so large as to impair (considering
the state of the art and the area or region affected) the advantage
of localized management, efficient operation, and the effectiveness
of regulation;

and

(B) As applied to gas utility companies, a system consisting of one
or more gas utility companies which are so located and related that
substantial economies may be effectuated by being operated as a
single coordinated system confined in its operations to a single area
or region, in one or more States, not so large as to impair
(considering the state of the art and the area or region affected)
the advantages of localized management, efficient operation, and the
effectiveness of regulation; Provided, That gas utility companies
deriving natural gas from a common source of supply may be deemed to
be included in a single area or region.

Based upon these provisions, the SEC has determined that a single
integrated public utility system may be either an integrated electric utility
system or an integrated gas utility system, but not both. SEC v. New England
Elec. Sys., 384 U.S. 176, 178 n.7 (1966). An integrated electric utility system
must satisfy four criteria. The electric properties, which may be owned by more
than one subsidiary, must be: (1) physically interconnected or capable of such
interconnection; (2) economically operated as a single interconnected and
coordinated system;

-44-



(3) confined in its operations to single region; and (4) not so large as to
impair the advantages of localized management, efficient operations or the
effectiveness of regulation. See, e.g., Environmental Action, Inc. v. SEC, 895
F.2d 1255, 1263 (9th Cir. 1990) (citing In re Elec. Energy Inc., 38 S.E.C. 658,
668 (1958.) An integrated gas utility system need not be physically
interconnected and thus must satisfy three criteria: (1) substantial economies
through operation as a single coordinated system; (2) confinement to a single
region (subsidiaries deriving gas from a common source of supply may be included
in a single region); and (3) not so large as to impair the advantages of
localized management, efficient operation and effectiveness of regulation. See,
e.g., Consolidated Natural Gas Co., HCAR 25040, 45 S.E.C. Docket 672 (Feb. 14,
1990); MCN Corp., HCAR 26576, 45 S.E.C. Docket 2379 (Sept. 14, 1996).

Section 10(c)(1) does not require that exempt holding companies meet the
strict integration requirements of Section 11, but acquisitions by exempt
holding companies should not be detrimental to the carrying out of Section 11.
See Gaz Metro., Inc., HCAR 26170, 58 S.E.C. Docket 189, 193 (Nov. 23, 1994)
("Section 10(c)(1)'s requirement that the acquisition not be "detrimental" to
the carrying out of the provisions of Section 11 does not mandate that the
latter section's integration requirements be met. Exempt holding companies are
not directly subject to Section 11(b)(1)'s integration standards.") (citation
omitted.) The Commission has previously determined that a holding company may
acquire utility assets that will not, when combined with the acquiring company's
existing utility assets, make up an integrated system or fully comply with the
ABC Clauses, provided that there is de facto integration of contiguous utility
properties
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and the holding company will be exempt from registration under Section 3 of the
Act following the acquisition. TUC Holding Co., HCAR 26749, 65 S.E.C. Docket 301
(Aug. 1, 1997).

Because CEI will remain exempt from registration under Section 3 following
the acquisition of Orange and Rockland, CEI is not required to show that the
electric system of Con Edison will be integrated with the electric system of
Orange and Rockland, or that the gas system of Con Edison will be integrated
with the gas system of Orange and Rockland in accordance with applicable
statutory criteria. Thus, consistent with TUC Holdings Co., CEI requests the
Commission to evaluate this Application based upon compliance with the de facto
integration standard and the fact that CEI will be exempt under Section 3
following the acquisition of Orange and Rockland.

Under this "de facto" integration standard, the Commission need not
address the question of whether the degree of integration that will exist
between the two companies would satisfy the integration standard of Section 11.
Indeed, CEI specifically requests that the Commission not address that question
vis-a-vis this Application. The issue of how utilities that have divested their
generation may satisfy the integration standard is an important policy issue,
because this Commission presumably does not want to discourage pro-competitive
divestiture. Thus, the issue should be addressed only where it is material and
where all of the relevant facts and policy implications can be examined.
Accordingly, for purposes of this Application, CEI asks the Commission to assume
that CEI's electric and gas systems will not be integrated following the Merger,
without prejudice to CEI's rights to later show that they meet the integration
standard.
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In the following discussion, CEI presents information about the electric
and gas systems that is more than ample to support a finding of de facto
integration of all systems. This information is organized in accordance with
the statutory integration criteria. A summary of the basis for CEI's claim of
eligibility for exemption pursuant to Section 3 is also presented.

(1) The Electric Utility Systems
(a) Physical Interconnections

Con Edison and Orange and Rockland have adjacent electric service
territories that are physically interconnected. The Companies are directly
interconnected at three locations, two in New York and one in New Jersey. In
New York, the Companies are interconnected at the Ramapo substation via two 345-
138 kV transformers and at West Haverstraw via one 345-138 kV transformer. 1In
New Jersey, the Companies are directly interconnected via a 345-138 kV
transformer at South Mahwah. See Exhibit E-1.

The Companies jointly own 29.2 miles of transmission consisting of a
double circuit 345 kV tower line that runs from Con Edison's wholly-owned Ramapo
substation east to the Rockland/Westchester County line at the Hudson River.

Con Edison and Orange and Rockland, as tenants in common, own 85 percent and 15
percent undivided interest, respectively in those 345 kV circuits. Con Edison
and Orange and Rockland also jointly own, as tenants in common, the property
that supports the double circuit 345 kV ties between Ramapo and the New York/New
Jersey state line. The Companies jointly own (66 1/3 percent - Con Edison,

33 1/3 percent - Orange and Rockland) the Bowline Point generating facility and
the 345kV transmission line and substation connecting Bowline Point to the
above-mentioned transmission
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facilities. As described above, Orange and Rockland and Con Edison have agreed
to sell Bowline Point to a subsidiary of the Southern Company.

(b) Operation of the Electric Systems

Orange and Rockland, RECO and Pike jointly operate a single integrated
electric production and transmission system serving New York, New Jersey and
Pennsylvania. Power supply agreements between Orange and Rockland and RECO and
Orange and Rockland and Pike reflect and provide for the integrated operation of
the system as a single electric production and transmission system, and for the
allocation of system costs among the three jurisdictions according to their pro
rata use of the system. The power supply agreements are FERC-approved tariffs
and are regulated by FERC pursuant to its jurisdiction under the Federal Power
Act. Transmission of the energy produced on the Orange and Rockland system to
the various load centers is accomplished by an interconnected interstate
transmission grid. The physical plant constructed to perform the power delivery
function is operated as a single power delivery system for the pro rata benefit
of the three companies, even though portions of it are owned by whichever of the
three companies in whose territory the facilities are located.

Con Edison operates a combination electric and gas utility system that
generates, transmits and distributes electricity and delivers natural gas to
three million customers in New York City and Westchester County. The Con Edison
service territory encompasses about 660 square miles and lies within two
contiguous areas consisting of The City of New York (except for the Rockaway
Peninsula) and most of Westchester County. Within the service area Con Edison
furnishes retail electric service to all members of the general public subject
to compliance
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with the company's tariff on file with the NYPSC. To fulfill its
responsibilities under its franchise, Con Edison owns or leases and operates
electric generation, transmission and distribution facilities located within the
service area. The company uses such facilities, as well as interests in certain
other properties, to serve the present and expected needs of customers within
the service area.

Con Edison and Orange and Rockland also operate as a part of an
interconnected and coordinated regional system through their membership in NYPP,
which is a "tight" power pool. Their generating assets are centrally dispatched
through NYPP procedures. Upon implementation of the NYISO, operational control
of certain transmission facilities of Con Edison and Orange and Rockland will be
transferred to the NYISO and controlled as part of the NYISO system. In
addition, the NYISO energy markets will operate on a bid price basis and the
dispatch of any facility will depend upon its bid. Bilateral contracts outside
of the bid markets also will be permitted and will be scheduled by the NYISO.
Following divestiture of their generating assets, Con Edison and Orange and
Rockland will still have to meet their respective retail load obligations. They
will accomplish this by jointly purchasing and scheduling the delivery of
capacity and energy on an economic basis.

Following the Merger, the Companies are planning to jointly purchase
capacity and energy to provide for their aggregate loads on a centralized basis,
thereby optimizing the aggregate cost of electricity. This function will be
conducted largely by Con Edison's
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Megawatthour Store./7/ Projected electricity needs of the Companies will be
provided to the Megawatthour Store, which will purchase the best group of
resources to meet the aggregate load.

If the NYISO is operating its open access transmission tariff prior to the
effective date of the Merger, transmission service over both the Con Edison and
the Orange and Rockland systems will be provided through the NYISO tariff. In
the event the NYISO tariff is not in place as of the effective date of the
Merger, the Companies have submitted to the FERC a joint open access
transmission tariff. That joint tariff provides for service across the
transmission systems of Con Edison and Orange and Rockland at a single price,
and provides a single point of contact for obtaining transmission service across
the system.

Under the NYISO proposal, the NYISO will have operational control over key
transmission facilities; however, the NYISO will not own or physically operate
the facilities. Certain key transmission facilities will be maintained and
operated by the transmission owner under the direction and control of the NYISO.
Other facilities whose status may have an effect on reliability are operated and
controlled by the transmission owner. Any changes in the status of such
facilities must be communicated to the NYISO. Thus, the Companies will continue
to have control and responsibility for the maintenance and reliability of their
transmission facilities.

(c) Same Area or Region
The electric properties of Con Edison and Orange and Rockland are located
primarily in adjoining counties in southern New York. The electric properties

of RECO in New Jersey and Pike in Pennsylvania are directly contiguous with the
New York properties of Orange and

/7/  The Megawatthour Store is Con Edison's internal power marketing
department.
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Rockland. Thus, the electric assets of the system are adjacent and contiguous
and located in southern New York, northern New Jersey and one adjoining county
in Pennsylvania. Thus, the electric systems will be confined to the same area
or region.

(d) The Size of the Electric Systems

The Commission has approved the formation of registered and exempt holding
companies far larger than the combination produced by the Merger. The combined
electric systems will operate principally in New York, with smaller operations
in Pennsylvania and New Jersey. Management focus will not be impaired by the
Merger. A member of the Orange and Rockland Board of Directors will be added
to the CEI Board of Directors. The Companies expect that the Merger will result
in more efficient operations. Following consummation of the Merger, the
electric systems of CEI will continue to be regulated by the New York, New
Jersey and Pennsylvania public service commissions. The FERC will continue to
regulate matters within its jurisdiction as well. Regulatory oversight of the
Companies will not change. Thus, the size of the electric systems will not be
so large as to impair the advantages of localized management, efficient
operations or the effectiveness of regulation.

(2) The Gas Utility Systems
(a) Operation of the Systems

As shown on Exhibit E-1, the existing gas service areas of Con Edison and
Orange and Rockland are adjacent; however, they are separated by the Hudson
River. Due to that separation, the existing gas systems are not directly
interconnected. The gas systems will realize economies of scale and purchasing
synergies while preserving the advantages of localized management and the
effectiveness of regulation.
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The Companies share access to market and supply area locations through
several pipelines. The Companies plan to coordinate and jointly manage their
portfolios of supply and storage and to combine and centralize their gas
transportation function. The Companies also intend to engage in joint and
coordinated gas purchasing and planning. However, the gas distribution
operations of the Companies will continue to be separate.

(b) Single Region or Area

The gas systems will be confined to several counties in southern New York
and a very small portion of northeastern Pennsylvania. The gas properties of
Con Edison and Orange and Rockland are adjacent and separated only by the Hudson
River. The gas assets of Pike are adjacent to Orange and Rockland's service
area. Thus, following the Merger, the gas systems of CEI will be confined to a
single region.

In addition to being located within the same area, the gas systems also
will share a number of common sources of supply. Historically, in determining
whether two distant gas companies share a "common source of supply," the
Commission has placed substantial importance on whether the gas supply of the
two companies is derived from the same gas producing area (or basins),
recognizing that significant economies and efficiencies are achieved through the
coordination and management of gas supply. The Commission also has considered
whether the two companies are served by a common pipeline.

As indicated in the following table, Con Edison and Orange and Rockland
obtain a substantial amount of gas from the same basins. In 1997, Con Edison
and Orange and Rockland purchased 84 percent and 58 percent, respectively, of
their gas supply for retail operations from the Gulf Coast basin. In 1998,
purchases from the Gulf Coast Basin are expected to be
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84 percent for Con Edison and 54 percent for Orange and Rockland. The
projections for 1999 estimate Con Edison's purchases from the Gulf Coast Basin
at 77 percent and Orange and Rockland's at 48 percent. Con Edison and Orange and
Rockland also make significant purchases from the Canadian Basin; Con Edison's
purchases for 1997, 1998 and 1999 are approximately 15 percent, while Orange and
Rockland's purchases are approximately 38 percent.

ANNUAL SUPPLY PURCHASES

1997 1998 1999
oRU  coNED oRU cONED ORU  CON ED
Gulf Coast 13.9 109.3 11.8 109.3 9.3 69.7
Midcontinent 0.0 00 0.0 00 0.0 0.0
Appalachia 0.9 o5 0.9 o5 0.9 0.5
canadian 0.1 200 o1 201 0.1 201
Toral 23.9 12009 218 1209 19.3 90.3

Con Edison, Orange and Rockland and Pike also obtain transportation
services from several of the same interstate gas pipelines. Con Edison, Orange
and Rockland and Pike take service from Algonquin Gas Transmission, Tennessee
Gas Pipeline, National Fuel and Texas Eastern Transmission. The Companies do
not use hubs to purchase gas. The supply area locations that the Companies have
access to are: Henry, LA; Lebanon, OH; Louisiana; National
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Fuel; South Texas; Niagara, NY; and Leidy, PA. As noted above, the Companies
intend to coordinate and jointly manage their portfolios of supply and storage.

(c) The Size of the Gas Systems

The gas systems will be managed under the overall direction of the CEI
Board of Directors which will remain unchanged except for the addition of one
new member from the Orange and Rockland Board of Directors. As discussed in
Item 3, Section B.2 of this Application, the Merger will result in more
efficient operations. Finally, the Merger will not impair the effectiveness of
regulation since the gas systems will continue to be regulated by the state
public utility commissions. Thus, the Merger of the gas systems will not have
an adverse effect on localized management, efficient operations or effective
regulation.

(3) "De Facto" Integration of the Electric and Gas Systems

In TUC Holding Co., the Commission addressed the acquisition of a gas
utility by an exempt electric holding company. The Commission stated:

Section 11(b)(1) makes provision for the acquisition and
retention of more than one integrated system only if the requirements
of section 11(b)(1)(A)--(C) ("ABC Clauses") are satisfied. By its
terms, however, section 11(b)(1) applies only to registered holding
companies. The Commission has previously determined that a holding
company may acquire utility assets that will not, when combined with
the acquiring company's existing utility assets, make up an integrated
system or fully comply with the ABC clauses, provided that there is a
de facto integration of contiguous utility properties and the holding
company will be exempt from registration under section 3 of the Act
following the acquisition.

TUC Holding Co., 65 S.E.C. Docket at 305-06 (footnote omitted).
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In applying this standard to the combination of a purely electric utility
system with a purely gas utility system, the Commission explained:

In this matter there will be a de facto integration of the
combined utility properties. The respective service territories of
the TUC and ENSERCH systems generally overlap. The two systems will
be coordinated administratively. The combination offers TUC and
ENSERCH a means to compete more effectively in the emerging energy
services business, and it does not appear that the merger will give
rise to any of the abuses, such as ownership of scattered utility
properties, inefficient operations, lack of local management or
evasion of state regulation, that section 11(b)(1) and the Act
generally were intended to address. The merger of the two companies
should have no effect upon the ability of state and local ratemaking
authorities to carry out their statutory duties. Accordingly, the
Commission does not find that the proposed acquisition would be
detrimental to the carrying out of section 11, so that section
10(c)(1) of the Act is satisfied.

Id. at 306 (footnotes omitted).

In BL Holdings Corp., HCAR 26875 (May 15, 1998), the SEC stated that the
creation of a combination utility system with unified gas operations and an
electric generation company met the standards of the Act. Relying on TUC
Holding Co. the order states:

In this matter, there will be de facto integration of the
separate gas and electric systems . . . The two systems will be
coordinated administratively. BL Holding anticipates forming one or
more service companies that will provide certain common utility and
administrative services to BL Holding, Gas East, T&D Managers and
Genco. It does not appear that the combination will give rise to any
of the abuses, like ownership of scattered utility properties,
inefficient operations, lack of local management or evasion of state
regulation, that section 11 (b)(1) and the Act were intended to
address. The Transactions should have no effect upon the ability of
state ratemaking authorities to carry out their statutory duties.
Accordingly, the Commission does not find that the proposed
acquisition would be detrimental to the carrying out of section 11,
so that section 10(c)(1) of the Act is satisfied.

Id. (footnotes omitted).
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Other recent cases in this area demonstrate the Commission's recognition
of the changes in the energy industry. In New Century Energies, for example, the
Commission stated that the gas and electric industries are converging and that
separation of such businesses could cause the separated entities to be weaker
competitors. 65 SEC Docket at 288. The SEC in approving the acquisition of KU
Energy by LG&E accepted that the combination of a combination utility system
exempt under Section 3 of the Act with an electric utility system would result
in a stronger financial competitor in the emerging total energy market. LG&E
Energy Corp., HCAR 26866 (April 30, 1998). Finally, the SEC noted in its order
approving the BL Holdings acquisition that the applicants had asserted that the
combination would create the opportunity for strategic, financial and
operational benefits in the form of greater financial strength and financial
flexibility. BL Holdings, HCAR 26875, at 15.

Con Edison and Orange and Rockland each presently coordinate the
operations of their respective electric and gas properties. The gas and electric
service areas of each company overlap and the systems share a number of
coordinated functions, including joint gas and electric billing, meter reading,
emergency management and resources, customer service and credit and billing
services. Thus, the existing gas and electric systems of each company already
are "de facto" integrated.

After the Merger, the Companies will also engage in the coordination of
administrative, corporate and purchasing functions related to the electric and
gas systems. The Companies expect to combine administrative and corporate
functions in common areas such as treasury, human resources, insurance and risk
management, accounting, legal, regulatory and government
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affairs, environmental health and safety, business development, corporate
communications, information technology and purchasing functions. As noted
earlier, the Companies also intend to engage in joint and coordinated purchasing
of power and gas to meet aggregate demand of the systems in the most economical
manner. During emergencies the Companies will coordinate operations and
maintenance to expedite restoration of service.

Following the Merger, the electric and gas systems of CEI will continue to
largely overlap and will be located in adjacent service areas on opposite sides
of the Hudson River. The systems will reap many benefits available from
coordination of combined resources, while preserving local control and state
regulation.

Based upon the foregoing, the combination will result in the de facto
integration of the electric and gas utility systems of Orange and Rockland with
the electric and gas utility systems of CEI. Consistent with BL Holdings Corp.,
the service territories of the Companies are adjacent to one another. The
electric systems are physically interconnected and jointly own transmission
facilities. The gas systems obtain substantial quantities of gas from the same
supply areas and are served by the same pipelines. The systems will be
coordinated administratively and through joint purchasing arrangements for power
and gas to serve aggregate loads. The consolidation of administrative and
corporate functions is expected to provide efficiencies and economies. The
Merger will not give rise to any of the abuses, like ownership of scattered
properties, inefficient operations, lack of local management or evasion of state
regulation, that Section 11(b)(1) and the Act was intended to address.
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(4) Exemption of CEI Following the Merger

Following consummation of the Merger, CEI and Orange and Rockland will
continue to be entitled to exemptions under Section 3 of the Act. CEI will
remain an exempt holding company under Section 3(a)(1) of the Act and continue
to file an annual statement on Form U-3A-2, while Orange and Rockland will
continue to rely on the Commission's order exempting Orange and Rockland from
registration based on its status as a holding company which is predominantly a
public utility company under Section 3(a)(2) of the Act./8/

[i] 3(a)(1) Exemption for CEI

CEI will continue to be entitled to an exemption under Section 3(a)(1) of
the Act. Section 3(a)(1) of the Act authorizes the Commission to exempt any
holding company:

if such holding company, and every subsidiary company thereof which
is a public-utility company from which such holding company derives,
directly or indirectly, any material part of its income, are
predominantly intrastate in character and carry on their businesses
substantially in a single State in which such holding company and
every such subsidiary company thereof are organized.

Under Section 3(a)(1) of the Act, in order for a holding company to
qualify for an exemption, each of its "material" subsidiaries must be
predominantly intrastate in nature and carry out their businesses
"substantially" in a single state in which the holding company and each material
subsidiary are organized. Wisconsin Electric Power Co., 28 S.E.C. 906 (1948).
Under

/8/ The Commission held that Orange and Rockland was entitled to an exemption
under Section 3(a)(2) of the Act in In the Matter of Rockland Light and
Power Company, 1 SEC 354 (1936). Subsequently, Rockland Light and Power
Company became Orange and Rockland Utilities, Inc.
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an informal SEC guideline, a utility subsidiary is material if it contributes
more than ten percent of the consolidated utility revenues of the holding
company. A second guideline provides that a utility subsidiary operates
substantially in a single state if no more than about 20% of the utility's
operations are out of state. Hawes, Utility Holding Companies, Clark, Boardman
Company, Ltd., 1987 at (S) 3-04.

Following the Merger, CEI will have four public utility subsidiaries: Con
Edison, Orange and Rockland, RECO and Pike. The contribution of each utility
subsidiary to CEI's consolidated utility revenues based on 1997 figures is shown
below.

($000)

CEI consolidated utility revenues (pre-Merger) 6,740,000
Orange and Rockland consolidated utility revenues (pre-Merger) 642,000
CEI consolidated utility revenues (post-Merger) 7,382,000
Con Edison utility revenues 6,740,000
Orange and Rockland utility revenues 494,000
RECO utility revenues 141,000
Pike utility revenues 6,420
Percent of total: Con Edison 91.30%

Orange and Rockland 6.70%

RECO 1.91%

Pike 0.09%

Post-Merger CEI will continue to be entitled to an exemption under section
3(a)(1), because each of its material subsidiaries will remain predominantly
intrastate in character and carry on its operations substantially in a single
state in which CEI and such subsidiaries are organized.
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Con Edison will remain a material subsidiary of CEI post Merger, because
approximately 91.3 percent of CEI's consolidated utility revenues will be
derived from Con Edison's operations. Since Con Edison is a material subsidiary
of CEI, it is necessary to consider whether Con Edison is predominantly
intrastate in character and carries on its business substantially in the state
in which CEI and Con Edison are organized.

CEI and Con Edison both are New York corporations. Con Edison's retail
electric and gas service areas are exclusively in New York, and all of its
generating and transmission assets are located in New York. Con Edison makes
only a small number of wholesale sales, and the majority of those sales are in
New York or at the New York border, and thus are intrastate in character.
Clearly, Con Edison is predominantly, if not exclusively, intrastate in
character and carries out its business substantially in New York. Thus, Con
Edison meets the requirements of Section 3(a)(1).

Orange and Rockland will not be a material subsidiary of CEI, because it
will contribute approximately 6.7 percent of CEI's consolidated utility revenues
post-Merger. Since Orange and Rockland will not be a material subsidiary, it is
not necessary to show that Orange and Rockland is predominantly intrastate in
character. Nevertheless, Orange and Rockland is organized in New York and its
electric and gas service areas are confined to three counties in New York.

Thus, Orange and Rockland is predominantly intrastate in character and carries
on its operations substantially in New York.

Post-Merger, RECO will contribute less than two percent of CEI's
consolidated utility revenues. Thus, RECO is not a material subsidiary of CEI
and is not required to be incorporated
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in or operate in New York. Pike's revenues will constitute less than 0.09
percent of CEI's consolidated utility revenues. Clearly, Pike, like RECO, will
not be a material subsidiary of CEI under Section 3(a)(1) and need not be
incorporated in or operate in the same state as CEI.

In view of the foregoing, CEI will be entitled to an exemption under
section 3(a)(1) following the Merger, because CEI and each of its material
subsidiaries will be predominantly intrastate in character and carry on their
businesses substantially in a single state in which CEI and each such subsidiary
are organized.

[ii] 3(a)(2) Exemption for Orange and Rockland

Following the Merger, Orange and Rockland will continue to rely on the
Commission's order granting Orange and Rockland an exemption under Section
3(a)(2) of the Act./9/ Section 3(a)(2) of the Act provides that the Commission
may issue an order exempting a holding company from registration under the Act
if:

such holding company is predominantly a public utility company whose
operations, as such, do not extend beyond the State in which it is
organized and States contiguous thereto.

Under this subsection, the SEC has held that the utility activities of the
subsidiaries can be about 50% of the activity (revenues, assets) of the holding
company (gross-to-gross test). Houston Industries Incorporated, HCAR No. 35-
26744 (1997). 1In granting the exemption to Orange and Rockland in 1936, the
Commission observed that sales at retail by Orange and Rockland amounted to
81 percent of the gross revenues of the consolidated Orange and Rockland

/9/ In the Matter of Rockland Light and Power Co., 1 SEC 354 (1936).
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system and that 78 percent of the electricity and 93 percent of the gas sold by
the entire system was sold by the parent company.

Today, Orange and Rockland remains a public utility company organized and
operating exclusively in New York, with public utility subsidiaries operating in
the contiguous states of New Jersey and Pennsylvania. Orange and Rockland still
produces approximately 77 percent of the revenues of the consolidated system.
The ratio of the revenues of RECO and Pike to those of Orange and Rockland is
approximately 28.2 percent. The ratio of the assets of RECO and Pike to those
of Orange and Rockland is approximately 16 percent./10/

As shown above, there has been no material change in the operations of
Orange and Rockland and its subsidiaries since the Commission granted Orange and
Rockland an exemption in 1936. Nor will the Merger materially affect the
operations of Orange and Rockland. Orange and Rockland will continue to operate
predominantly as a public utility company in the State of New York. RECO and
Pike will continue to operate in New Jersey and Pennsylvania, respectively.
There will not be a significant change in the gross-to-gross test comparing the
revenues of RECO and Pike to those of Orange and Rockland. Thus, it is
appropriate for Orange and Rockland to continue to rely on the Commission's
order granting Orange and Rockland an exemption from the Act under Section

3(a)(2).
[iii] Effect of Divestiture
As explained earlier, both Con Edison and Orange and Rockland have plans

to divest generating assets. CEI believes that the utility revenues of its
operating subsidiaries will not be

/10/ Orange and Rockland has total assets of $1.2 billion. RECO has assets
of approximately $186 million and Pike has assets of approximately
$9.2 million.
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materially affected by the planned divestitures. It is expected that Con Edison
and Orange and Rockland and its subsidiaries will continue to make substantial
sales of electric power to customers within their service areas. Retail choice
is not expected to have a disproportionate effect on either the utility revenues
of Con Edison or Orange and Rockland and its operating subsidiaries. Thus,
Orange and Rockland, RECO and Pike will remain non-material subsidiaries of CEI
following divestiture; Con Edison will continue its operations substantially in
New York; and CEI will continue to qualify for exemption under Section 3(a)(1).

Similarly, the effect of divestiture is not expected to effect Orange and
Rockland's eligibility for exemption under Section 3(a)(2). Orange and Rockland
will continue to make sales at retail in New York on a level comparable to its
present sales, and neither RECO or Pike own any generating facilities. Thus,
the gross-to-gross ratio of revenues post divestiture is expected to be
comparable to the current ratio. The book value of the Orange and Rockland
assets to be divested is approximately $289 million./11/ If that amount is
removed from Orange and Rockland's books, the gross-to-gross ratio changes from
16 percent to 19 percent. That ratio clearly is well within the range considered
acceptable by the SEC.

/11/ Orange and Rockland's Annual Report for 1997 at page 23. (The total net
book value of the plant assets to be sold is $269 million. In addition,
fuel and material and supplies inventories, with a carrying value of $20
million, will be included with the sale.)
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[iv] The "Unless and Except" Clause

Section 3 of the Act provides for the exemptions from registration
described above, and requires that the Commission grant the exemptions, "unless
and except insofar as it finds the exemption detrimental to the public interest
or the interest of investors or consumers."

CEI submits that the Merger will not be detrimental to the public interest
or the interests of consumers or investors. The Merger cannot go forward
without the approval of affected state regulatory commissions and the Federal
Energy Regulatory Commission. As demonstrated above, CEI and Orange and
Rockland will be well within the guidelines of Section 3(a)(1) and 3(a)(2).

Only 2% of CEI's consolidated utility revenues will be derived from out-of-state
operations, and CEI does not have significant investments in non-utility
businesses. This Application demonstrates that the Merger is expected to
produce benefits to investors and consumers. There is simply no basis for
invoking the unless and except clause on the record presented.

Based on the foregoing, the Merger satisfies the requirements of Section
10(c)(1). The combination will result in the de facto integration of the
electric and gas utility systems of Orange and Rockland with the adjacent
electric and gas utility systems of CEI. CEI and Orange and Rockland will
continue to be eligible for exemption under Section 3 following the Merger.
Moreover, the acquisition will not go forward without the approval of the New
York, New Jersey and the Pennsylvania public service commissions. The Merger
does not reduce or eliminate the regulation of the CEI consolidated systems.
Thus, there is no effect on the local regulation that is of concern under the
Act. Finally, CEI does not believe that the acquisition and operation of these
utility systems will pose any other concerns to the public interest or the
interests of
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investors or consumers than those already addressed or that are likely to be
raised in the state proceedings. For these reasons, no adverse finding is
required under Section 10(c)(1).

2. Section 10(c)(2) -- Economic and Efficient Development of
an Integrated Public Utility System

Section 10(c)(2) of the Act requires that the Merger tend toward the
economical and efficient development of an integrated public utility system,
thereby serving the public interest. The Commission previously has determined
that where a holding company will be exempt from registration under Section 3 of
the Act following an acquisition of non-integrating utility assets, it is
sufficient for purposes of Section 10(c)(2) to find benefits to one integrated
system. BL Holdings Corp., HCAR 26875, at 14.

Section 2(a)(29) has distinct definitions for a gas utility system and an
electric utility system. Therefore, the Commission historically has taken the
position that gas and electric properties together cannot constitute a single
integrated public utility system. SEC v. New England Elec. Sys., 384 U.S. 176,
178 n.7 (1965). Nevertheless, Commission authority is equally clear that
Section 10(c)(2) does not limit Commission approval to acquisitions resulting in
only one integrated system:

we have indicated in the past that acquisitions may be approved even
if the combined system will not be a single integrated system.
Section 10(c)(2) requires only that the acquisition tend "towards the
economical and the efficient development of an integrated public-
utility system."
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Gaz Metro. Inc., HCAR 26170, at 192, quoting In re Union Elec. Co., HCAR 18368
(Apr. 10, 1974), aff'd mem. sub nom., City of Cape Girardeau, Missouri v. SEC,
521 F.2d 324 (D.C. Cir. 1975). See also, New Century Energies, HCAR 26748
(Aug. 1, 1997)

The Merger will make available rate savings above and beyond the
substantial savings captured for customers by the Con Edison Settlement
Agreement and the Orange and Rockland Restructuring Plan and the transition to
competition. The combined systems will be able to offer customers in adjacent
service areas gas and/or electric service to meet their energy needs at
competitive prices. The Companies will engage in joint purchasing to serve
their retail load obligations, combining their purchasing power to achieve
economies and synergies through the elimination of duplicative functions and
improved purchasing power. Further, the Merger will create savings in the form
of combined administrative and corporate functions that will reduce the cost of
service to both Con Edison's and Orange and Rockland's customers. These savings
will accrue to both gas and electric customers.

Thus, the Merger clearly satisfies the requirement of Section 10(c)(2) as
it tends toward the economic and efficient development of several integrated
public utility systems by benefiting the electric and gas utility systems
through cost savings and synergies.

The Merger will produce economies and efficiencies more than sufficient to
satisfy the standards of Section 10(c)(2) of the Act. Although some of the
anticipated economies and efficiencies will be fully realized only in the longer
term, it is proper to consider them in determining whether the standards of
Section 10(c)(2) are met. See In re American Elec. Power Co., 46 S.E.C. at
1320-21. Although some potential benefits cannot be precisely estimated, such
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benefits also are entitled to be considered in the Commission's 10(c)(2)
determination. "[S]pecific dollar forecasts of future savings are not
necessarily required; a demonstrated potential for economies will suffice even
when these are not precisely quantifiable." Centerior Energy Corp., 35 S.E.C.
Docket at 775 (footnote omitted).

CEI estimates that the nominal dollar value, net of costs to achieve the
Merger, of non-fuel savings from the Merger to be approximately $467.6 million
over ten years. These savings come from the elimination of duplicate corporate
and administrative programs and greater efficiencies in operations and business
processes. The synergy savings are expected to be derived primarily from labor
costs savings to be realized through combined operations in common areas such as
the treasury, human resources, insurance and risk management, accounting,
regulatory and government affairs, environmental health and safety, business
development, corporate communications, information technology, legal and
purchasing functions. The expected savings are summarized below:

SUMMARY OF SAVINGS
($ in thousands)

Labor $334,690
Facilities 19,594
Corporate and Administrative 105, 828
Purchasing Economies (Non-Fuel) 48,162
Gas Supply (Support Activities) 3,341
511,636

(44,060)*
$467,576

* Costs to achieve
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The coordination between the Companies will be effective in meeting the
challenges of the increasingly competitive environment in the utility industry
in both the gas and electric sectors, due to economies of scale and more
efficient operations. By creating the economies of scale in both utility
systems, CEI and Orange and Rockland believe that the combined utility systems
will create the opportunity for strategic, financial and operational benefits
from customers in the form of lower rates over the long term and for
shareholders in the form of greater financial strength and financial
flexibility. As described above, the Merger will make available rate savings
above and beyond the substantial savings to be realized by customers under each
company's restructuring plan.

3. Section 10(f)
Section 10(f) provides that:

The Commission shall not approve any acquisition as to which an
application is made under this section unless it appears to the
satisfaction of the Commission that such State laws as may apply in
respect of such acquisition have been complied with, except where the
Commission finds that compliance with such State laws would be
detrimental to the carrying out of the provisions of section 11.

As described below under Item 4 of this Application, Regulatory Approvals,
and as evidenced by the filings before the public service authorities of New
York, New Jersey and Pennsylvania, CEI and Orange and Rockland and its
subsidiaries intend to comply with all applicable state laws related to the
Merger.
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Iv. ITEM 4: REGULATORY APPROVALS

Set forth below is a summary of the regulatory approvals that CEI and
Orange and Rockland have obtained or expect to obtain in connection with the
Merger.

A. Antitrust

The Hart-Scott-Rodino Act ("HSR Act") and the rules and regulations of
that Act provide that certain mergers (including this Merger) may not be
consummated until certain information has been submitted to the Department of
Justice ("DOJ") and the Federal Trade Commission ("FTC") and a specified waiting
period has been satisfied. CEI and Orange and Rockland submitted their
respective notification and report forms and all required information to the DOJ
and FTC on January 26, 1999.

If the Merger is not consummated within 12 months after the expiration of
the HSR Act waiting period, then CEI and Orange and Rockland would be required
to submit new information to the DOJ and the FTC, and a new HSR Act waiting
period would have to expire or be terminated before the Merger could be
consummated.

B. Federal Energy Regulatory Commission

Section 203 of the Federal Power Act ("FPA") provides that no public
utility shall sell or otherwise dispose of its jurisdictional facilities or
directly or indirectly merge or consolidate such facilities with those of any
other person or acquire the securities of any other public utility, without
first obtaining the approval from the FERC. Under section 203 of the FPA, the
FERC will approve a merger if it finds that such merger is "consistent with the
public interest." In reviewing a merger, the FERC generally evaluates whether
the merger will adversely affect competition, whether it will adversely affect
rates, and whether it will impair the effectiveness of
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regulation. Con Edison and Orange and Rockland also are subject to the
jurisdiction of the FERC under section 205 of the FPA with respect to certain
wholesale electric sales and transmission services. On September 9, 1998, an
application was filed with the FERC requesting the required approvals from the
FERC. That application is filed with this Application as Exhibit D-1.

On January 27, 1999, the FERC issued an order approving the Merger.
Consolidated Edison Company of New York, Inc. and Orange and Rockland Utilities,
Inc., Docket No. EC98-62-000, 86 FERC (P) 61,064 (1999). Based on the record
before it, including applicants' mitigation commitments and generation
divestiture plans, the FERC found that the Merger raises no competitive
concerns. The FERC also concluded that the Merger will not adversely affect
rates, or the manner or extent to which FERC or the relevant state commissions
regulate the transactions and facilities of the merged entities. The FERC
approved the applicants' proposal to use the "purchase' method of accounting to
record the Merger and found that the applicants' proposal to account for the
goodwill on the books of CEI is also acceptable and consistent with FERC
precedents. A copy of the FERC order approving the Merger is included in
Exhibit D-5.

By separate order issued January 27, 1999, in Docket No. ER98-4510-000,
the FERC conditionally accepted for filing on an interim basis, a single-system
open access transmission tariff filed by Con Edison and Orange and Rockland in
conjunction with their application for approval of the Merger. Consolidated
Edison Company of New York, Inc. and Orange and Rockland Utilities, Inc., 86
FERC (P) 61,063 (1999). The applicants requested that the interim tariff be made
effective upon consummation of the Merger and that it remain in effect until the
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NYISO open access transmission tariff takes effect. The FERC accepted the
interim tariff to become effective on the date of consummation of the Merger.
However, the FERC also stated that if the NYISO tariff becomes effective prior
to the date of consummation of the Merger, the proposed interim tariff is
unnecessary and is dismissed accordingly. A copy of the FERC order accepting
the proposed tariff is included in Exhibit D-5.

C. State Public Utility Commissions
New York

Con Edison and Orange and Rockland are seeking approval of the NYPSC under
Section 70 of the Public Service Law for CEI to acquire the stock of Orange and
Rockland as contemplated in, and pursuant to, the terms of the Merger Agreement.
Con Edison and Orange and Rockland also have sought NYPSC approval under Section
108 of the Public Service Law for a certificate of merger. Such approvals only
will be given if it is demonstrated that the Merger is in the public interest.
The approvals requested by Con Edison and Orange and Rockland in their joint
petition to the NYPSC include modifications to the restructuring plans of both
Companies to reflect the corporate structure that will result upon consummation
of the Merger. The joint petition proposes adopting cost allocation and
accounting procedures for transactions between and among CEI and its
subsidiaries that are consistent with procedures approved by the NYPSC in the
Con Edison and Orange and Rockland restructuring plans. Con Edison and Orange
and Rockland filed their joint petition with the NYPSC on June 22, 1998. That
joint petition is provided to the Commission as Exhibit D-2 to this Application.
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New Jersey

RECO is subject to the jurisdiction of the NJBPU, and thus the NJBPU's
approval also is required pursuant to New Jersey Stat. Ann. 48:2-51.1 and New
Jersey Stat. Ann. 48:3-10. The NJBPU, pursuant to its statutory mandate, will
evaluate the impact of the acquisition on competition, on the rates of affected
ratepayers, on the employees of the affected utilities, and on the provision of
safe and adequate utility service at just and reasonable rates. 1In reviewing
mergers and acquisitions, the NJBPU has utilized a "no harm" standard rather
than a positive benefits standard. A petition requesting approval of the Merger
was filed on July 2, 1998.

Pennsylvania

The Merger also must be approved by the PaPUC pursuant to Section 1102 of
the Pennsylvania Public Utility Code, which requires a Pennsylvania utility
(Pike) to obtain the PaPUC's approval, by certificate of public convenience,
before it may transfer property used and useful in the public service. In
determining whether to grant such a certificate, the PaPUC will consider whether
a public benefit will result from the proposed merger or acquisition. A
petition requesting PaPUC approval was filed by Pike on July 2, 1998. The
PaPUC established a separate proceeding to consider the application. On December
8, 1998, the Pennsylvania Office of Consumer Advocate and Pike notified the
PaPUC that they had agreed in principle to settle completely this proceeding. A
formal settlement agreement was filed with the PaPUC on January 19, 1999.
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Except as set forth above, no other state or local regulatory body or
agency and no other Federal commission or agency has jurisdiction over the
Merger proposed herein.

V. ITEM 5: PROCEDURE

The Commission respectfully is requested to issue and publish, not later
than February 10, 1999, the requisite notice under Rule 23 with respect to the
filing of this Application, such notice to specify a date not later than
March 3, 1999, by which comments must be entered and a date not later than
March 31, 1999, as the date after which an order of the Commission granting and
permitting this Application to become effective may be entered by the
Commission.

It is submitted that a recommended decision by a hearing or other
responsible officer of the Commission is not needed for approval of the
Application. The Division of Investment Management may assist in the
preparation of the Commission's decision. There should be no waiting period
between the issuance of the Commission's order and the date on which it is to
become effective.

VI. ITEM 6: EXHIBITS AND FINANCIAL STATEMENTS

Exhibits
B-1 The Merger Agreement
c-1 The Orange and Rockland Proxy Statement dated July 17, 1998 and
incorporated herein by reference, File No. 1-4315
D-1 Application submitted to the Federal Energy Regulatory Commission
D-2 Application submitted to the New York State Public Service Commission
D-3 Application submitted to the New Jersey Board of Public Utilities
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Application submitted to the Pennsylvania Public Utility Commission

Orders of the above-mentioned agencies (to be submitted by amendment)
(A)(P) Orders of the Federal Energy Regulatory Commission

A map showing the interconnections and the relationship of the utility
properties of CEI and Orange and Rockland

Preliminary Opinion of Counsel (to be submitted by amendment)
Past-tense Opinion of Counsel (to be submitted by amendment)
Financial Data Schedule (see Exhibit 27)

Opinion of Salomon Smith Barney

Opinion of Donaldson, Lufkin and Jenrette Securities Corporation

Annual Report of CEI on Form 10-K for the year ended December 31, 1997
(File No. 1-4514 and incorporated herein by reference)

Annual Report of Con Edison on Form 10-K for the year ended December 31,
1997 (File No. 1-1217 and incorporated herein by reference)

Annual Report of Orange and Rockland on Form 10-K for the year ended
December 31, 1997 (File No. 1-4315 and incorporated herein by reference)

Orange and Rockland Annual Report to Shareholders (File No. 1-4315 and
incorporated herein by reference)

Quarterly Report of CEI on Form 10-Q for the quarter ended March 31,
1998 (File No. 1-4514 and incorporated herein by reference)

Quarterly Report of CEI on Form 10-Q for the quarter ended June 30, 1998
(File No. 4514 and incorporated herein by reference)

Quarterly Report of CEI on Form 10-Q for the quarter ended September 30,
1998 (File No. 1514 and incorporated herein by reference)

Quarterly Report of Con Edison on Form 10-Q for the quarter ended
March 31, 1998 (File No. 1-1217 and incorporated herein by reference)

Quarterly Report of Con Edison on Form 10-Q for the quarter ended
June 30, 1998 (File No. 1-1217 and incorporated herein by reference)
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L-1(P)

EX 27

FS-1

FS-2

FS-3

FS-4

FS-5

FS-6

FS-7

Quarterly Report of Con Edison on Form 10-Q for the quarter ended
September 30, 1998 (File No. 1-1217 and incorporated herein by
reference)

Quarterly Report of Orange and Rockland on Form 10-Q for the quarter
ended March 31, 1998 (File No. 1-4315 and incorporated herein by
reference)

Quarterly Report of Orange and Rockland on Form 10-Q for the quarter
ended June 30, 1998 (File No. 1-4315 and incorporated herein by
reference)

Quarterly Report of Orange and Rockland on Form 10-Q for the quarter
ended September 30, 1998 (File No. 1-4315 and incorporated herein by
reference)

Notice of the Merger

Con Edison Settlement Agreement (Amended and Restated Agreement and
Settlement, between Con Edison and the Staff of the New York Public
Service Commission, designated in Con Edison's Current Report on
Form 8-K, dated September 23, 1997 (File No. 1- 1217 as Exhibit 10)

Orange and Rockland Electric Rate and Restructuring Plan dated
November 6, 1997

Organization Charts of CEI and Orange and Rockland Pre-Merger, and CEI
Post-Merger

Financial Data Schedule
Financial Statements

CEI Unaudited Pro Forma Combined Condensed Balance Sheet as of March 31,
1998

CEI Unaudited Pro Forma Combined Condensed Statement of Income for the
12 months ended March 31, 1998

CEI Consolidated Balance Sheet as of March 31, 1998

CEI Consolidated Statement of Income for the 12 months as of March 31,
1998

Con Edison Consolidated Balance Sheet as of March 31, 1998

Con Edison Consolidated Statement of Income for the 12 months ended as
of March 31, 1998, and the last three fiscal years

Orange and Rockland Consolidated Balance Sheet as of March 31, 1998
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FS-8 Orange and Rockland Consolidated Statement of Income for the 12 months
ended March 31, 1998, and the last three fiscal years

FS-9 RECO Consolidated Balance Sheet as of March 31, 1998

FS-10 RECO Consolidated Statement of Income for the 12 months ended as of
March 31, 1998, and the last three fiscal years

FS-11 Pike Consolidated Balance Sheet as of March 31, 1998
FS-12 Pike Consolidated Statement of Income
VII. ITEM 7: JINFORMATION AS TO ENVIRONMENTAL EFFECTS

Review and approval of the Merger is not a "major federal action
significantly affecting the quality of the human environment" within the meaning
of Section 102(2)(C) of the National Environmental Policy Act, 42 U.S.C. (S)
4321 et seq. (1994). The Commission's approval of this Application, the
expiration of the applicable waiting period under the HSR Act, the review by the
appropriate state regulatory bodies and the FERC will not result in changes in
the operations of Orange and Rockland or Con Edison that would have any impact
on the environment. No Federal agency is preparing an environmental impact
statement with respect to this matter.

VIII. SIGNATURE
Pursuant to the requirements of the Public Utility Holding Company Act of
1935, the undersigned company has duly caused this Application to be signed on

its behalf by the undersigned thereunto duly authorized.
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Respectfully submitted,
Consolidated Edison, Inc.
4 Irving Place

New York, New York 10003

By:

Peter A. Irwin
Its Attorney

By:

J. A. Bouknight, Jr.
Its Attorney
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PRO-FORMA
CONSOLIDATED EDISON,

CONSOLIDATED BALANCE SHEET
AS AT MARCH 31, 1998

ASSETS

Utility plant, at original cost
Electric
Gas
Steam
General

Total
Less: Accumulated depreciation

Net
Construction work in progress
Nuclear fuel assemblies and components,
less accumulated amortization
Net utility plant acquisition adjustment

Net utility plant
Current assets

Cash and temporary cash investments
Accounts receivable - customer, less

allowance for uncollectible accounts (a)

Other receivables (b)

Regulatory accounts receivable

Fuel, at average cost

Gas in storage, at average cost
Materials and supplies, at average cost
Prepayments

Other current assets

Total current assets

Investments and nonutility property

Deferred charges
Deferred pension and other postretirement
benefits
Enlightened Energy program costs
Unamortized debt expense
Recoverable fuel costs
Power contract termination costs
Other deferred charges

Total deferred charges

Net Assets of Discontinued Operations

Regulatory asset-future federal
income taxes

Total

CEI
MARCH 31, 1998
ACTUAL

$11, 805, 558
1,759,293
582,332
1,210,805
15,357,988
4,481,414
10,876,574
284,725

103, 690

198,257

561, 655
44,983

3,888
38,985
31,137
192, 698
189, 146
16,700

102, 349
138, 262
25,613
69,594
254,270

$14,402,549

ORANGE & ROCKLAND
UTILITIES, INC. AND
SUBSIDIARIES
MARCH 31, 1998
ACTUAL

(Thousands of Dollars)

ADJUSTMENTS

$1,048, 587
232,771

1,345,928
480,773
865,155

70,121

437,708 (c)

4,771 (71,730) (d)

60, 555
9,690 (1,246) (e)

6,530

3,245
15,438
25,831
39,923

41,642 35,200 (c)

$1, 255,872

$399, 932

PRO FORMA*

$12,854,145
1,992,064
582,332
1,275,375
16,703,916
4,962,187
11,741,729
354,846

103, 690
437,708

131,298

622,210
53,427

3,888
45,515
34,382
208, 136
214,977
56,623

8,051
102, 349
149,241

19,595
82,219
331,112

$16, 058, 353

The accompanying notes to the pro forma are an integral part of this statement.



PRO-FORMA
CONSOLIDATED EDISON, INC. (CEI)
CONSOLIDATED INCOME STATEMENT
FOR THE TWELVE MONTHS ENDED MARCH 31, 1998

OPERATING REVENUES
Electric
Gas
Steam
Non-utility

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Purchased power
Fuel
Gas purchased for resale
Other operations
Maintenance
Depreciation and amortization
Taxes, other than federal income tax
Federal income tax

TOTAL OPERATING EXPENSES

OPERATING INCOME
OTHER INCOME (DEDUCTIONS)
Investment income
Allowance for equity funds used during construction
Other income less miscellaneous deductions
Taxes other than income taxes
Federal income tax

TOTAL OTHER INCOME

INCOME BEFORE INTEREST CHARGES

Interest on long-term debt

Other interest

Allowance for borrowed funds used during construction

NET INTEREST CHARGES

LOSS FROM DISCONTINUED OPERATIONS

NET INCOME
PREFERRED STOCK DIVIDEND REQUIREMENTS

NET INCOME FOR COMMON STOCK
COMMON SHARES OUTSTANDING - AVERAGE (000)
BASIC AND DILUTED EARNINGS PER SHARE - CONTINUING OPERATIONS
- DISCONTINUED OPERATIONS

DIVIDENDS DECLARED PER SHARE OF COMMON STOCK

* Assumes $790 million long-term debt issuance and sale at a 6% interest rate.

CEI
ACTUAL 1998

$5, 657,948
1,038,031
365, 011
72,654

1,355,129
580, 024
490, 325

1,122,458
478,600
507,921

1,178,391
377,796

1,053,487
318, 464
13,916
(1,561)

(18,276)

ORANGE & ROCKLAND
UTILITIES, INC. AND

SUBSIDIARIES
ACTUAL 1998

ADJUSTMENTS

(Thousands of Dollars)

$478, 468
149, 370

62,631
73,121
82,159

145,314
33,618
35,045
96, 648
22,916

(10,834)

36,394
(2,800)

8,800 (c)
11,223 (c)

(19,670)(3)

(353)

47,400 (i)

PRO FORMA*

$6,136,416
1,187,401
365,011
73,352

1,417,760
653,145
572,484

1,276,572
512,218
554,189

1,275,039
381,042

1,132,255
390, 281
23,164
(3,333)
(10,834)
711, 309
(21,076)

$ 2.98




CONSOLIDATED EDISON, INC.

ASSETS

UTILITY PLANT, AT ORIGINAL COST
Electric
Gas
Steam
General

Total
Less: Accumulated depreciation

Net
Construction work in progress
Nuclear fuel assemblies and components,
less accumulated amortization

NET UTILITY PLANT

CURRENT ASSETS

Cash and temporary cash investments

Funds held for refunding of debt

Accounts receivable - customer, less
allowance for uncollectible accounts
of $22,705, $21,600 and $21,535

Other receivables

Regulatory accounts receivable

Fuel, at average cost

Gas in storage, at average cost

Materials and supplies, at average cost

Prepayments

Other current assets

TOTAL CURRENT ASSETS

INVESTMENTS AND NONUTILITY PROPERTY

DEFERRED CHARGES
Enlightened Energy program costs
Unamortized debt expense
Recoverable fuel costs
Power contract termination costs
Other deferred charges

TOTAL DEFERRED CHARGES

REGULATORY ASSET-FUTURE FEDERAL
INCOME TAXES

TOTAL

(Thousands of Dollars)

$ 11,805,558
1,759,293
582,332
1,210,805
15,357,988
4,481,414
10,876,574
284,725

103, 690

198, 257

561, 655
44,983

3,888
38,985
31,137
192, 698
189, 146
16,700

102, 349
138, 262
25,613
69,594
254,270

The accompanying notes are an integral part of these financial statements.

CONSOLIDATED EDISON, INC.

CAPITALIZATION AND LIABILITIES

CAPITALIZATION
Common stock, authorized 500,000,000
shares; outstanding 235,489,650 shares,
235,489,650 shares and 235,008,078 shares

Dec. 31, 1997

$ 11,743,745
1,741,562
576,206
1,203,427
15,264,940
4,392,377
10,872,563
292,218

102,321

183, 458
328,874

581, 163
60, 759

(1,682)

53,697
37,209
191, 759
75,516
16,457

117,807
126, 085
98,301
80,978
239, 559

$ 11,678,164
1,665,996
538,924
1,160,419
15,043,503
4,371,046
10,672,457
309, 315

100,720

94,903

570, 595
36,497
60,954
45,946
22,660

203, 675

170, 852
15,453

128,204
128,234
52,389
46,848
289,795

$ 1,482,351

Dec. 31, 1997

(Thousands of Dollars)

$ 1,482,351

$ 1,478,647



Retained earnings
Capital stock expense

TOTAL COMMON SHAREHOLDERS' EQUITY

Preferred stock
Subject to mandatory redemption
7.20% Series I
6-1/8% Series J

TOTAL SUBJECT TO MANDATORY REDEMPTION

Other preferred stock
$ 5 Cumulative Preferred
5-3/4% Series A
5-1/4% Series B
4.65% Series C
4.65% Series D
6% Convertible Series B

TOTAL OTHER PREFERRED STOCK
TOTAL PREFERRED STOCK

Long-term debt
TOTAL CAPITALIZATION

NONCURRENT LIABILITIES
Obligations under capital leases
Other noncurrent liabilities

TOTAL NONCURRENT LIABILITIES

CURRENT LIABILITIES
Long-term debt due within one year
Accounts payable
Customer deposits
Accrued taxes
Accrued interest
Accrued wages
Other current liabilities

TOTAL CURRENT LIABILITIES
PROVISIONS RELATED TO FUTURE FEDERAL INCOME TAXES
AND OTHER DEFERRED CREDITS
Accumulated deferred federal income tax
Accumulated deferred investment tax credits
Other deferred credits

TOTAL DEFERRED CREDITS

TOTAL

4,531,810
(36,966)

175,000
7,061
13,844
15,330
22,233

39,180

200, 000
377,799
163, 983
107, 989
66,557
80,509
184, 551

2,308,092
161, 490
107,601

$ 14,402,549

4,484,703
(36,975)

175,000
7,061
13,844
15,330
22,233

39,879

529, 385
440,114
161, 731
65,736
85,613
82,556
183,122

2,307,835
163, 680
119,727

$ 14,722,518

4,322,562
(34,831)

175,000
7,061
13,844
15,330
22,233
4,519

103, 762
352,461
159,176
109, 052
67,706
78, 300
145, 787

2,299,747
170,290
173, 348

$ 14,111, 368

The accompanying notes are an integral part of these financial statements.



CONSOLIDATED EDISON, INC.

OPERATING REVENUES

Electric
Gas

Steam
Non-utility

TOTAL OPERATING REVENUES

OPERATING EXPENSES

Purchased power

Fuel

Gas purchased for resale

Other operations

Maintenance

Depreciation and amortization

Taxes, other than federal income tax
Federal income tax

TOTAL OPERATING EXPENSES

OPERATING INCOME

OTHER INCOME (DEDUCTIONS)

Investment income

Allowance for equity funds used during construction

Other income less miscellaneous deductions
Federal income tax

TOTAL OTHER INCOME

INCOME BEFORE INTEREST CHARGES

Interest on long-term debt
Other interest

Allowance for borrowed funds used during construction

NET INTEREST CHARGES

NET INCOME
PREFERRED STOCK DIVIDEND REQUIREMENTS

NET INCOME FOR COMMON STOCK

COMMON SHARES OUTSTANDING - AVERAGE (000)
BASIC AND DILUTED EARNINGS PER SHARE

DIVIDENDS DECLARED PER SHARE OF COMMON STOCK

CON EDISON SALES

(A)

(B)

The accompanying notes are an integral part of these financial statements.

Electric (Thousands of kilowatthours)
Con Edison customers
Delivery service to NYPA and others
Service for municipal agencies

Total sales in service territory
off-system sales (A)
Gas (dekatherms)
Firm (B)
off-peak firm/interruptible

Total sales to Con Edison customers
Transportation of customer-owned gas
NYPA
Others
off-system sales

Total sales and transportation
Steam (Thousands of pounds)

Includes 865,683 and 1,617,564 thousands of kWwh,

Includes firm transportation for customer aggregation.

1998

1997

(Thousands of Dollars)

$ 5,657,948

$ 5,523,800

1,038,031 1,063,225
365,011 391,494
72,654 159, 480
7,133,644 7,137,999
1,355,129 1,321,564
580, 024 540,741
490,325 618,553
1,122,458 1,165,863
478,600 447,944
507,921 487,713
1,178,391 1,165,187
377,796 383,731
6,090, 644 6,131,296
1,043,000 1,006,703
14,082 8,527

3,161 4,755

(4,082) (7,812)
(2,674) 811

10,487 6,281
1,053,487 1,012,984
318, 464 312,203
13,916 16,893
(1,561) (2,270)
330,819 326,826
722,668 686,158
(18,276) (18, 429)

$ 704,392 $ 667,729
235,195 234,987

$ 2.99 $ 2.84
$ 2.105 $ 2.085

respectively,
purchased by Con Edison for sale to its customers.

subsequently

37,626,512
8,826,642
831, 459
47,284,613
2,536,590

90, 659, 667
23,248,182

113,907, 849

15,425,100
9,526,866
15,785,892
154, 645, 707
26,267,547

36,962,401
8,718,372
723,899
46,404,672
4,068,429

93,211,622
21,656,329

114,867,951

7,487,843
6,268,814
10,949, 867
139,574,475
28,271,763



CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.

ASSETS

UTILITY PLANT, AT ORIGINAL COST
Electric
Gas
Steam
General

Total
Less: Accumulated depreciation

Net
Construction work in progress
Nuclear fuel assemblies and components,
less accumulated amortization

NET UTILITY PLANT

CURRENT ASSETS

Cash and temporary cash investments

Funds held for refunding of debt

Accounts receivable - customer, less
allowance for uncollectible accounts
of $22,372, $21,600 and $21,535

Other receivables

Regulatory accounts receivable

Fuel, at average cost

Gas in storage, at average cost

Materials and supplies, at average cost

Prepayments

Other current assets

TOTAL CURRENT ASSETS

INVESTMENTS AND NONUTILITY PROPERTY

DEFERRED CHARGES
Enlightened Energy program costs
Unamortized debt expense
Recoverable fuel costs
Power contract termination costs
Other deferred charges

TOTAL DEFERRED CHARGES

REGULATORY ASSET-FUTURE FEDERAL
INCOME TAXES

TOTAL

(Thousands of Dollars)

$ 11,805,558 $ 11,743,745 $ 11,678,164

1,759,293 1,741,562 1,665,996
582,332 576,206 538,924
1,210, 805 1,203,427 1,160, 419
15,357,988 15,264, 940 15,043,503
4,481,414 4,392,377 4,371,046
10,876,574 10,872,563 10,672, 457
284,725 292,218 309, 315
103, 690 102,321 100,720

98,216 183, 458 94,903
-- 328,874 --
541,322 581,163 570,595
43,780 60, 759 36,497
3,888 (1,682) 60, 954
38,985 53,697 45,946
29,577 37,209 22,660
192,698 191, 759 203,675
188, 321 75,516 170, 852
16,688 16,457 15,453
1,153,475 1,527,210 1,221,535
244,370 292,397 193, 894
102, 349 117,807 128,204
138, 262 126,085 128,234
25,613 98,301 52,389
69,594 80,978 46,848
254,270 239, 559 289,795
590, 088 662,730 645,470
938, 053 973,079 967,977

The accompanying notes are an integral part of these financial statements.

CONSOLIDATED EDISON COMPANY OF NEW YORK INC.

(Thousands of Dollars)

CAPITALIZATION AND LIABILITIES

CAPITALIZATION
Common Stock $ 1,482,351
Retained earnings 4,335,539

1,482,351 $
4,484,703

1,478,647
4,322,562



Capital stock expense
TOTAL COMMON SHAREHOLDERS' EQUITY

Preferred stock

Subject to mandatory redemption
7.20% Series I
6-1/8% Series J

TOTAL SUBJECT TO MANDATORY REDEMPTION

Other preferred stock
$ 5 Cumulative Preferred
5-3/4% Series A
5-1/4% Series B
4.65% Series C
4.65% Series D
6% Convertible Series 8

TOTAL OTHER PREFERRED STOCK
TOTAL PREFERRED STOCK
Long-term debt

TOTAL CAPITALIZATION

NONCURRENT LIABILITIES
Obligations under capital leases
Other noncurrent liabilities

TOTAL NONCURRENT LIABILITIES

CURRENT LIABILITIES
Long-term debt due within one year
Accounts payable
Customer deposits
Accrued taxes
Accrued interest
Accrued wages
Other current liabilities

TOTAL CURRENT LIABILITIES

PROVISIONS RELATED TO FUTURE FEDERAL INCOME

TAXES AND OTHER DEFERRED CREDITS
Accumulated deferred federal income tax

Accumulated deferred investment tax credits

Other deferred credits

TOTAL DEFERRED CREDITS

TOTAL

(36,966)

175,000
7,061
13,844
15,330
22,233

39,180

200, 000
356, 606
163,983
116,795
66,557
80,509
181, 635

2,308,092
161, 490
107,601

$ 14,190,975

(36,975)

175,000

7,061
13,844
15, 330
22,233

39,879

529,385
440,114
161,731
65,736
85,613
82,556
183,122

2,307,835
163, 680
119,727

$ 14,722,518

(34,531)

175,000
7,061
13,844
15,330
22,233
4,519

103,762
352,461
159,176
109, 052
67,706
78,300
145,787

2,299,747
170,290
173,348

$ 14,111,368

The accompanying notes are an integral part of these financial statements.



CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.

OPERATING REVENUES
Electric

Gas

Steam

TOTAL OPERATING REVENUES

OPERATING EXPENSES

Purchased power

Fuel

Gas purchased for resale

Other operations

Maintenance

Depreciation and amortization

Taxes, other than federal income tax
Federal income tax

TOTAL OPERATING EXPENSES

OPERATING INCOME

OTHER INCOME (DEDUCTIONS)

Investment income

Allowance for equity funds used during construction
Other income less miscellaneous deductions

Federal income tax

TOTAL OTHER INCOME

INCOME BEFORE INTEREST CHARGES

Interest on long-term debt
Other interest
Allowance for borrowed funds used during construction

NET INTEREST CHARGES

NET INCOME
PREFERRED STOCK DIVIDEND REQUIREMENTS

NET INCOME FOR COMMON STOCK

CON EDISON SALES
Electric (Thousands of kilowatthours)
Con Edison customers
Delivery service to NYPA and others
Service for municipal agencies

Total sales in service territory
off-system sales (A)
Gas (dekatherms)
Firm (B)
off-peak firm/interruptible

Total sales to Con Edison customers
Transportation of customer-owned gas
NYPA
Others
off-system sales

Total sales and transportation
Steam (Thousands of pounds)

(A) Includes 865,683 and 1,617,564 thousands of kWwh,

The accompanying notes are an integral part of these financial statements.

respectively,
subsequently purchased by Con Edison for sale to its customers.
(B) Includes firm transportation for customer aggregation.

(Thousands of Dollars)

$ 5,660,384
1,038,575
365, 415

1,344,276
580, 024
421,216

1,114,224
478,600
507,079

1,178,237
384,910

1,055,578

318, 464
13,916
(1,561)

(18,276)

37,626,512
8,826,642

831, 459
47,284,613
2,536,590

90, 659, 667
23,248,182

113,907, 849

15, 425,100

9,526, 866
15,785,892
154,645,707
26,267,547

$ 5,523,800
1,063,225
391, 494

1,321,564
540,741
460,143

1,162,695
447,944
487,599

1,165,125
384,260

1,012,984

312,203
16,893
(2,270)

(18,429)

36,962,401
8,718,372
723,899
46,404,672
4,068,429

93,211,622
21,656,329

114,867,951

7,487,843
6,268,814
10, 949, 867
139,574,475
28,271,763



ORANGE AND ROCKLAND UTILITIES, INC.

(THOUSANDS OF DOLLARS)

MARCH 31,
1998
UTILITY PLANT:
Electric $883,109
Gas 231,915
Common 64,502
Utility Plant in Service 1,179,526
Less accumulated depreciation 427,990
Net Utility Plant in Service 751,536
Construction work in progress 67,317
Net Utility Plant 818,853
NONUTILITY PROPERTY AND INVESTMENTS:
Nonutility property 264
Less accumulated depreciation, depletion
and amortization 166
Investment in subsidiary companies 115,992
Net Nonutility Property 116,090
CURRENT ASSETS:
Cash and cash equivalents 2,482
Temporary cash investments [c]
Customer accounts receivable, less allowance for
uncollectible accounts of $2,312 48,950
Accrued utility revenue 17,550
Other accounts receivable, less allowance for
uncollectible accounts of $226 8,690
Receivable from associated companies 11,086
Materials and supplies (at average cost) 18,852
Prepaid property taxes 22,275
Prepayments and other current assets 22,562
Total Current Assets 152, 447
DEFERRED DEBITS:
Income tax recoverable in future rates 67,359
Deferred revenue taxes 4,170
Deferred pension and other postretirement benefits 2,049
IPP settlement costs 10,387
Unamortized debt expense (amortized over term
of securities) 8,914
Other deferred debits 23,387
Total Deferred Debits 116, 266

TOTAL $1,203, 656

ORANGE AND ROCKLAND UTILITIES, INC.
CONSOLIDATED BALANCE SHEETS

March 31,
1998
CAPITALIZATION:
Common stock (13,518,737 shares outstanding) $ 67,594
Premium on capital stock 132,300
Capital stock expense (6,030)

Retained earnings 183,625



Total Common Stock 377,489

Non-redeemable preferred stock (428,443 shares outstanding) 42,844

Non-redeemable cumulative preference stock
(11,548 shares outstanding) 376
Total Non-Redeemable Stock 43,220
Long-term debt 314,022
Total Capitalization 734,731

NON-CURRENT LIABILITIES:

Reserve for claims and damages 4,011
Postretirement benefits 6,414
Pension costs 44,841
Obligations under capital leases 1,600

Total Non-current Liabilities 56,866

CURRENT LIABILITIES:

Long-term debt and obligations due within one year 143,685
Accounts payable 37,795
Payable to associated companies 81
Accrued Federal income and other taxes 8,281
Refundable fuel and gas costs 7,502
Refunds to customers 808
Other current liabilities 22,801

Total Current Liabilities 220,953

DEFERRED TAXES AND OTHER:

Deferred Federal income taxes 169,011
Deferred investment tax credits 12,149
Accrued IPP settlement agreements 0]
Accrued Order 636 transition costs 1,340
Other deferred credits 8,606

Total Deferred Taxes and Other 191,106

Total $ 1,203,656




ORANGE AND ROCKLAND UTILITIES, INC.
Consolidated Statement of Income

For the Year Ended

December 31,
1997

333, 689
168, 331
78,743

December 31,
1996

336,509
176,319
74,457

December 31,
1995

321,737
140, 033
70,854

70,298
65,276
99, 418
116,534
31,589
31,305
78,676
20,194

57,745
73,539
101,754
121,199
31,840
27,732
78,919
22,860

70,495
53,557
71,602

105,792
36,025
33,043
74,229
22,682

March 31,
1998
OPERATING REVENUES:
Electric 331,539
Gas 149,103
Electric sales to other utilities 78,446
Total Utility Revenues 559,088
Diversified activities 0
Total Operating Revenues 559,088
OPERATING EXPENSES:
Operations:
Fuel used in electric production 72,611
Electricity purchased for resale 62,414
Gas purchased for resale 82,105
Other expenses of operation 117,541
Maintenance 29,613
Depreciation and amortization 30,500
Taxes other than income taxes 77,943
Federal income taxes 19,192
Total Operating Expenses 491,919
INCOME FROM OPERATIONS 67,169
OTHER INCOME AND DEDUCTIONS:
Allowance for other funds used during construction o]
Investigation and litigation costs 490
Other - net (170)
Equity in earnings of subsidiary companies (2,218)
Taxes other than income taxes (209)
Federal income taxes 814
Total Other Income and Deductions (1,293)
INCOME FROM OPERATIONS 65,876
INTEREST CHARGES:
Interest on long-term debt 20,139
Other interest 10,003
Amortization of debt premium and expense - net 1,079
Allowance for borrowed funds used during construction (1,739)
Total Interest Charges 29,482
NET INCOME 36,394
Dividends on preferred and preference stock,
at required times 2,800
Earnings applicable to common stock 33,594
Average number of common shares outstanding 13,615,538

Earnings per average common share outstanding 2.47

13,649,079

1.96

13,653,952

3.17

13,653,613

2.60



ROCKLAND ELECTRIC COMPANY

(THOUSANDS OF DOLLARS)

UTILITY PLANT:

Electric
Less accumulated depreciation

Net Utility Plant in Service
Construction work in progress

Net Utility Plant

NONUTILITY PROPERTY AND INVESTMENTS:

Nonutility property
Less accumulated depreciation, depletion
and amortization

Net Nonutility Property

CURRENT ASSETS:

Cash and cash equivalents

Temporary cash investments

Customer accounts receivable, less allowance for
uncollectible accounts of $265

Accrued utility revenue

Other accounts receivable, less allowance for

uncollectible accounts of $79

Receivable from associated companies

Materials and supplies (at average cost)

Prepaid property taxes

Prepayments and other current assets

Total Current Assets

DEFERRED DEBITS:

Income tax recoverable in future rates
Deferred revenue taxes
Deferred pension and other postretirement benefits
IPP settlement costs
Unamortized debt expense (amortized over term
of securities)
Other deferred debits

Total Deferred Debits

NET ASSETS OF DISCONTINUED OPERATIONS:

TOTAL
ROCKLAND ELECTRIC COMPANY
CONSOLIDATED BALANCE SHEETS
CAPITALIZATION AND LIABILITIES
(THOUSANDS OF DOLLARS)
CAPITALIZATION:

Common stock (112,000 shares outstanding)
Capital stock expense
Retained earnings

Total Common Stock

MARCH 31,
1998

50,748

2,652

MARCH 31,
1998



Long-term debt 39,931

Total Capitalization 137,609

NON-CURRENT LIABILITIES:

Reserve for claims and damages 176
Postretirement benefits 6,693
Capital lease obligations 4

Total Non-current Liabilities 6,873

CURRENT LIABILITIES:

Long-term debt and obligations due within one year [c]
Accounts payable 986
Payable to associated companies 10,529
Accrued Federal income and other taxes 2,309
Refunds to customers 457
Other current liabilities 2,098

Total Current Liabilities 16,379

DEFERRED TAXES AND OTHER:

Deferred Federal income taxes 22,091
Deferred investment tax credits 2,075
Accrued IPP settlement agreements [c]
Other deferred credits 1,102

Total Deferred Taxes and Other 25,268

Total $186,129



ROCKLAND ELECTRIC COMPANY
Statement of Income

For the Year Ended

March 31, December 31, December 31, December 31,
1998 1997 1996 1995
(Thousands of Dollars)

OPERATING REVENUES:

Electric 135,489 136,203 134,848 133,038
Diversified activities 52 17 0 4
Total Operating Revenues 135,541 136,220 134,848 133,042

OPERATING EXPENSES:

Operations:
Electricity purchased for resale 67,027 69,075 68,724 67,116
Fuel used in electric production 416 (1,059) (2,754) (1,374)
Other expenses of operation 28,881 28,243 27,642 27,020
Maintenance 3,641 3,504 4,686 4,959
Depreciation and amortization 4,198 4,169 4,072 4,032
Taxes other than income taxes 18,081 19,674 19,395 19,010
Federal income taxes 3,611 3,513 3,234 2,917
Total Operating Expenses 125,855 127,119 124,999 123,680
INCOME FROM OPERATIONS 9,686 9,101 9,849 9,362
OTHER INCOME AND DEDUCTIONS:
Allowance for other funds used during construction 21 40 20 18
Investigation and litigation costs 133 (568) (399) (1,578)
Other - net 1,703 1,005 690 1,064
Equity in earnings of subsidiary companies 0 0 0 0
Taxes other than income taxes (64) (63) (61) (64)
Federal income taxes (479) 39 (608) 282
Total Other Income and Deductions 1,314 453 (358) (278)
INCOME FROM OPERATIONS 11,000 9,554 9,491 9,084
INTEREST CHARGES:
Interest on long-term debt 2,613 2,841 3,118 3,176
Other interest 197 (349) (127) (75)
Amortization of debt premium and expense - net 324 309 138 139
Allowance for borrowed funds used during construction (33) (42) (12) (25)
Total Interest Charges 3,101 2,759 3,117 3,215
INCOME FROM CONTINUING OPERATIONS 7,899 6,795 6,374 5,869
Discontinued Operations:
Operating income (loss) - net of taxes (2,140) (6,738) (1,844) (807)
Estimated loss on disposal (8,694) (8,694) 0 0
Income (Loss) from Discontinued Operations (10,834) (15,432) (1,844) (807)
Earnings applicable to common stock (2,935) (8,637) 4,530 5,062
Average number of common shares outstanding 112,000 112,000 112,000 112,000

Earnings per average common share outstanding (26.21) (77.12) 40.45 45.20



PIKE COUNTY LIGHT & POWER COMPANY

Balance Sheets

UTILITY PLANT:

Electric
Gas
Common

Utility Plant in Service
Less accumulated depreciation

Net Utility Plant in Service
Construction work in progress

Net Utility Plant

NONUTILITY PROPERTY AND INVESTMENTS:

Nonutility property
Less accumulated depreciation, depletion
and amortization

Net Nonutility Property

CURRENT ASSETS:

Cash and cash equivalents

Temporary cash investments

Customer accounts receivable, less allowance for
uncollectible accounts of $50,453

Accrued utility revenue

Other accounts receivable, less allowance for

uncollectible accounts of $500

Receivable from associated companies

Materials and supplies (at average cost)

Prepaid property taxes

Prepayments and other current assets

Total Current Assets

DEFERRED DEBITS:

Income tax recoverable in future rates
Deferred revenue taxes
Deferred pension and other postretirement benefits
IPP settlement costs
Unamortized debt expense (amortized over term
of securities)
Other deferred debits

Total Deferred Debits

TOTAL
PIKE COUNTY LIGHT & POWER COMPANY
Balance Sheets
Capitalization and Liabilities
CAPITALIZATION:

Common stock (2,740 shares outstanding)
Premium on capital stock
Retained earnings

Total Common Stock

March 31,
1998

$7,307,305
855, 422
68, 406
8,231,133
2,035,181
6,195,952
152, 882

308,125
0

376,632
448,141

29,729
4,179
257,247
1,623
285, 751

608,101
25,015
74,164

159, 221

47,682
245, 202

March 31,
1998

$ 137,000
500, 000
2,919,779



Long-term debt 2,683,500

Total Capitalization 6,240,279

NON-CURRENT LIABILITIES:

Postretirement benefits 99, 056

Total Non-current Liabilities 99, 056

CURRENT LIABILITIES:

Long-term debt and obligations due within one year [c]
Accounts payable 25,497
Payable to associated companies 1,294,555
Accrued Federal income and other taxes 1,173
Refundable fuel and gas costs 160, 340
Refunds to customers 28,000
Other current liabilities 105,691

Total Current Liabilities 1,615,256

DEFERRED TAXES AND OTHER:

Deferred Federal income taxes 1,180,276
Deferred investment tax credits 65,758
Accrued IPP settlement agreements [c]
Accrued Order 636 transition costs 0
Other deferred credits 43,160

Total Deferred Taxes and Other 1,289,194

Total $9, 243,785



PIKE COUNTY LIGHT & POWER COMPANY
Consolidated Statement of Income

For the Year Ended

March 31, December 31, December 31, December 31,
1998 1997 1996 1995
OPERATING REVENUES:
Electric 5,392,213 5,305,996 5,225,782 5,335,218
Gas 837,941 840,434 766,852 686,075
Total Operating Revenues 6,230,154 6,146,430 5,992,634 6,021,293
OPERATING EXPENSES:
Operations:
Electricity purchased for resale 2,684,560 2,783,220 2,864,554 2,731,272
Fuel used in electric production 95,549 22,238 (74,450) (79,130)
Gas purchased for resale 591,378 591,214 473,542 443,148
Other expenses of operation 1,371,030 1,328,893 1,175,132 998, 025
Maintenance 352,914 180,763 106,139 202,383
Depreciation and amortization 220,897 223,759 204,317 181,720
Taxes other than income taxes 371,893 374,067 333,277 367,350
Federal income taxes 78,668 122,075 189, 282 258,685
Total Operating Expenses 5,766,889 5,626,229 5,271,793 5,103,453
INCOME FROM OPERATIONS 463, 265 520,201 720,841 917,840
OTHER INCOME AND DEDUCTIONS:
Allowance for other funds used during construction 0 0 81 0
Investigation and litigation costs 5,848 (26,069) (16,380) (64,953)
Other - net (5,147) (4,413) (3,525) 102,601
Taxes other than income taxes (1,094) (1,082) (639) (433)
Federal income taxes 771 11,971 (9,395) (11,205)
Total Other Income and Deductions 378 (19,593) (29,858) 26,010
INCOME FROM OPERATIONS 463,643 500, 608 690,983 943, 850
INTEREST CHARGES:
Interest on long-term debt 258,615 258,615 258,615 258,615
Other interest 26,545 29,638 51,415 69,794
Amortization of debt premium and expense - net 3,291 3,291 3,291 3,291
Allowance for borrowed funds used during construction (478) (44) (4,033) (4,735)
Total Interest Charges 287,973 291,500 309, 288 326,965
Net Income 175,670 209,108 381,695 616, 885
Average number of common shares outstanding 2,740 2,740 2,740 2,740

Earnings per average common share outstanding 64.11 76.32 139.30 225.14
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AGREEMENT AND PLAN OF MERGER (the "Agreement"), dated as of May 10,
1998 (referred to herein as the "date hereof"), by and among Orange and Rockland
Utilities, Inc. (the "Company"), a New York corporation, Consolidated Edison,
Inc., a New York corporation ("CEI"), and C Acquisition Corp., a New York
corporation (the " Merger Subsidiary").

WHEREAS, the Company and CEI have determined that it would be in their
respective best interests and in the interests of their respective shareholders
to effect the transactions contemplated by this Agreement; and

WHEREAS, in furtherance thereof, the respective Boards of Directors of
the Company, Merger Subsidiary and CEI have approved this Agreement and the
merger of Merger Subsidiary with and into the Company (the " Merger").

NOW, THEREFORE, in consideration of the premises and the
representations, warranties, covenants and agreements contained herein, the
parties hereto, intending to be legally bound hereby, agree as follows:

ARTICLE I
THE MERGER

Section 1.1  The Merger. Upon the terms and subject to the
conditions of this Agreement, at the Effective Time (as defined in Section 1.3),
the separate existence of Merger Subsidiary shall cease and Merger Subsidiary
shall be merged with and into the Company in accordance with the laws of the
State of New York. The Company shall be the surviving corporation in the
Merger, shall continue its corporate existence under the laws of the State of
New York, and, following the Effective Time, the Company shall become a wholly
owned subsidiary of CEI and shall succeed to and assume all the rights and
obligations of Merger Subsidiary in accordance with the New York Business
Corporation Law (the " NYBCL"). The effects and consequences of the Merger
shall be as set forth in Section 1.2. The surviving corporation after the
Merger is sometimes referred to as the " Surviving Corporation."

Section 1.2 Effects of the Merger. At the Effective Time, (a)
the Restated Certificate of Incorporation of the Company in effect immediately
prior to the Effective Time shall be the certificate of incorporation of the
Surviving Corporation until thereafter amended, (b) the by-laws of the Company
in effect immediately prior to the Effective Time shall be the by-laws of the
Surviving Corporation after the Effective Time until duly amended, and (c) the
Merger shall have all the effects provided by the NYBCL. As of the Effective
Time, each of the directors of the Company shall resign and the directors of the
Merger Subsidiary at the Effective Time shall, from and after the Effective
Time, be the directors of the Surviving Corporation until their successors have
been duly elected or ap-



pointed and qualified or until their earlier death, resignation or removal in
accordance with the certificate of incorporation and the by-laws of the
Surviving Corporation.

Section 1.3 Effective Time of the Merger. Subject to the provisions
of this Agreement, on the Closing Date (as defined in Section 3.1), a
certificate of merger shall be executed and delivered for filing, with the order
of the New York State Public Service Commission (the " NYPSC") approving the
Merger attached thereto, by the Company and Merger Subsidiary to the Department
of State of the State of New York pursuant to the NYBCL. The Merger shall become
effective at the time specified in the certificate of merger so delivered and
filed by the Department of State of the State of New York (the " Effective
Time").

ARTICLE II

TREATMENT OF SHARES
Section 2.1 Effect on Capital Stock of the Company and the Merger
Subsidiary. As of the Effective Time, by virtue of the Merger and without any
action on the part of any holder of any capital stock of the Company or Merger
Subsidiary:

(a) Conversion of Capital Stock of the Company. Each issued and
outstanding share of Common Stock, $5 par value per share, of the Company (the "
Company Common Stock"), in each case not owned directly or through a wholly
owned Subsidiary (as defined in Section 4.1) by the Company or CEI, issued and
outstanding immediately prior to the Effective Time shall be cancelled and shall
be converted into the right to receive cash in the amount of $58.50 (the "
Merger Consideration") payable, without interest, to the holder of such share of
Company Common Stock, upon surrender, in the manner provided in Section 2.2
hereof, of the certificate formerly evidencing such share.

(b) Cancellation of Treasury Stock and Certain Company Common Stock.
Any shares of Company Common Stock that are owned by the Company as treasury
stock or by CEI or by any wholly owned Subsidiary of the Company or CEI shall be
cancelled and retired and shall cease to exist and no Merger Consideration or
other consideration shall be delivered in exchange therefor, and each holder of
a certificate formerly representing any such shares shall cease to have any
rights with respect thereto.

(c) Redemption of Company Preferred Stock. Prior to the Effective
Time, the Board of Directors of the Company shall call for redemption all
outstanding shares of Company Preferred Stock (as defined in Section 4.3), at a
redemption price equal to the amount set forth in the Restated Certificate of
Incorporation of the Company, together with all dividends accrued and unpaid to
the date of such redemption. All shares of Company Preferred Stock shall be
redeemed so that no such shares shall be deemed to be outstanding at the
Effective Time.



(d) Redemption of Company Preference Stock. Prior to the Effective
Time, the Board of Directors of the Company shall call for redemption all
outstanding shares of Company Preference Stock (as defined in Section 4.3), at a
redemption price equal to the amount set forth in the Restated Certificate of
Incorporation of the Company, together with all dividends accrued and unpaid to
the date of such redemption. All shares of Company Preference Stock shall be
redeemed so that no such shares shall be deemed to be outstanding at the
Effective Time.

(e) Capital Stock of Merger Subsidiary. Each issued and outstanding
share of Common Stock, $0.01 par value per share, of Merger Subsidiary (" Merger
Subsidiary Common Stock") (of which, as of the date hereof, 1,000 shares are
issued and outstanding, each entitling the holder thereof to vote on the
approval of this Agreement and the transactions contemplated hereby), shall be
converted into one fully paid and nonassessable share of Common Stock, $5 par
value, of the Surviving Corporation.

Section 2.2 Surrender of Shares.

(a) Deposit with Paying Agent. Prior to the Effective Time, the
Company and CEI shall mutually designate a bank or trust company to act as agent
(the " Paying Agent") for the holders of shares of Company Common Stock in
connection with the Merger to receive the funds to which holders of shares of
Company Common Stock shall become entitled pursuant to Section 2.1(a). From
time to time at, immediately prior to or after the Effective Time, CEI shall
make available to the Paying Agent immediately available funds in amounts and at
the times necessary for the payment of the Merger Consideration upon surrender
of Certificates (as defined in Section 2.2(b)) in accordance with Section
2.2(b), it being understood that any and all interest or other income earned on
funds made available to the Paying Agent pursuant to this Section 2.2(a) shall
belong to and shall be paid (at the time provided for in Section 2.2(d)) to CEI.
Any such funds deposited with the Paying Agent by CEI shall be invested by the
Paying Agent as directed by CEI.

(b) Exchange Procedure. As soon as practicable after the Effective
Time, the Paying Agent shall mail to each holder of record of a certificate or
certificates (the " Certificates") which immediately prior to the Effective Time
represented outstanding shares of Company Common Stock (the " Cancelled Shares")
that were cancelled and became instead the right to receive the Merger
Consideration pursuant to Section 2.1: (i) a letter of transmittal (which shall
specify that delivery shall be effected, and risk of loss and title to the
Certificates shall pass, only upon actual delivery of the Certificates to the
Paying Agent) and (ii) instructions for use in effecting the surrender of the
Certificates in exchange for the Merger Consideration. Upon surrender of a
Certificate to the Paying Agent for cancellation (or to such other agent or
agents as may be appointed by agreement of CEI and the Company), together with a
duly executed letter of transmittal and such other documents as the Paying Agent
shall require, the holder of such Certificate shall be entitled to receive the
Merger Consideration in exchange for each share of Company Common Stock formerly
evidenced by such Certificate which such holder has the right to receive
pursuant to the provi-



sions of this Article II. In the event of a transfer of ownership of Cancelled
Shares which is not registered in the transfer records of the Company, the
Merger Consideration may be given to a transferee if the Certificate
representing such Cancelled Shares is presented to the Paying Agent, accompanied
by all documents required to evidence and effect such transfer and by evidence
satisfactory to the Paying Agent that any applicable stock transfer taxes have
been paid. Until surrendered as contemplated by this Section 2.2, each
Certificate shall be deemed at any time after the Effective Time to represent
only the right to receive upon such surrender the Merger Consideration as
contemplated by this Section 2.2. No interest shall be paid or will accrue on
the Merger Consideration payable to holders of Certificates pursuant to the
provisions of this Article II.

(c) Closing of Transfer Books; Rights of Holders of Company Common
Stock. From and after the Effective Time, the stock transfer books of the
Company shall be closed and no registration of any transfer of any capital stock
of the Company shall thereafter be made on the records of the Company. If, after
the Effective Time, Certificates are presented to the Surviving Corporation,
they shall be cancelled and exchanged for the Merger Consideration, as provided
in this Section 2.2. From and after the Effective Time, the holders of shares of
Company Common Stock outstanding immediately prior to the Effective Time shall
cease to have any rights with respect to such shares of Company Common Stock,
except as otherwise provided herein or by applicable law.

(d) Termination of Paying Agent. At any time commencing one year
after the Effective Time, CEI shall be entitled to require the Paying Agent to
deliver to it any funds which had been made available to the Paying Agent and
not disbursed to holders of shares of Company Common Stock (including, without
limitation, all interest and other income received by the Paying Agent in
respect of all funds made available to it), and thereafter such holders shall be
entitled to look to CEI (subject to abandoned property, escheat and other
similar laws) only as general creditors thereof with respect to any Merger
Consideration that may be payable upon due surrender of the Certificates held by
them. Notwithstanding the foregoing, neither CEI, the Surviving Corporation nor
the Paying Agent shall be liable to any holder of a share of Company Common
Stock for any Merger Consideration delivered in respect of such share to a
public official pursuant to any abandoned property, escheat or other similar
law. If any Certificates shall not have been surrendered prior to the thirty-
first day of December in the fifth calender year after the Effective Time (or
immediately prior to such earlier date on which any payment pursuant to this
Article II would otherwise escheat to or become the property of any Governmental
Authority (as defined in Section 4.4(c))), the payment in respect of such
Certificate shall, to the extent permitted by applicable law, become the
property of CEI, free and clear of all claims or interest of any person (as
defined below) previously entitled thereto. As used in this Agreement, the term
" person" shall mean any natural person, corporation, general or limited
partnership, limited liability company, joint venture, trust, association or
entity of any kind.



ARTICLE III
THE CLOSING

Section 3.1 Closing. The closing of the Merger (the " Closing")
shall take place at the offices of Skadden, Arps, Slate, Meagher & Flom LLP, 919
Third Avenue, New York, New York 10022 at 10:00 A.M., local time, on the second
business day immediately following the date on which the last of the conditions
set forth in Article VIII hereof is fulfilled or waived, or at such other time,
date and place as the Company and CEI shall mutually agree (the " Closing
Date").

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as set forth in the schedule delivered by the Company on
the date hereof (the "Company Disclosure Schedule") and making reference to the
particular subsection of this Agreement to which exception is being taken, the
Company represents and warrants to CEI as follows:

Section 4.1 Organization and Qualification. The Company and each of
the Company Subsidiaries (as defined below) is a corporation duly organized,
validly existing and in good standing under the laws of its jurisdiction of
incorporation or organization, has all requisite power and authority, and has
been duly authorized by all necessary approvals and orders to own, lease and
operate its assets and properties to the extent owned, leased and operated and
to carry on its business as it is now being conducted and is duly qualified and
in good standing to do business in each jurisdiction in which the nature of its
business or the ownership, leasing or operation of its assets and properties
makes such qualification necessary other than in such jurisdictions where the
failure so to qualify, individually or in the aggregate, would not have a
Company Material Adverse Effect. For purposes of this Agreement, "Company
Material Adverse Effect" shall mean any change, effect, event, occurrence or
state of facts (i) that is, or reasonably would be expected to be, materially
adverse to the business, assets, financial condition, results of operations or
prospects of the Company and the Company Subsidiaries taken as a whole or (ii)
that would prevent, or reasonably be expected to prevent, the Company from
performing its obligations under this Agreement or prevent the consummation of
the transactions contemplated hereby. As used in this Agreement, (a) the term "
Subsidiary" of a person shall mean any corporation or other entity (including
partnerships and other business associations) of which at least a majority of
the voting power represented by the outstanding capital stock or other voting
securities or interests having voting power under ordinary circumstances to
elect directors or similar members of the governing body of such corporation or
entity (or, if there are no such voting interests, 50% or more of the equity
interests of which) shall at the time be held, di-



rectly or indirectly, by such person, and (b) the term " Company Subsidiary"
shall mean a Subsidiary of the Company.

Section 4.2 Subsidiaries. Section 4.2 of the Company Disclosure
Schedule sets forth a list, as of the date hereof, of (a) all the Company
Subsidiaries and (b) all other entities in which the Company has an aggregate
equity investment in excess of $2 million. All of the issued and outstanding
shares of capital stock of each Company Subsidiary are validly issued, fully
paid, nonassessable and free of preemptive rights, and are owned, directly or
indirectly, by the Company free and clear of any pledges, liens, claims,
encumbrances, security interests, charges and options of any nature whatsoever
(collectively, " Liens") and free of any other restriction (including any
restriction on the right to vote, sell or otherwise dispose of any such capital
stock) and there are no outstanding subscriptions, options, calls, contracts,
voting trusts, proxies or other commitments, understandings, restrictions,
arrangements, rights or warrants, including any right of conversion or exchange
under any outstanding security, instrument or other agreement, obligating any
such Company Subsidiary to issue, deliver or sell, or cause to be issued,
delivered or sold, additional shares of its capital stock or obligating it to
grant, extend or enter into any such agreement or commitment.

Section 4.3 Capitalization. As of the date hereof, the authorized
capital stock of the Company consists of 50,000,000 shares of Company Common
Stock, 1,000,000 shares of Cumulative Preferred Stock, issuable in series, par
value $100.00 per share (" Company Preferred Stock"), and 1,500,000 shares of
Cumulative Preference Stock, issuable in series, without par value (" Company
Preference Stock"). At the close of business on April 30, 1998, (i) 13,518,779
shares of Company Common Stock were issued and outstanding, and 16,931 shares of
Company Common Stock were reserved for conversion of Company Preference Stock,
(ii) 428,443 shares of Company Preferred Stock were issued and outstanding,
(iii) 11,518 shares of Company Preference Stock were issued and outstanding,
(iv) no bonds, debentures, notes or other indebtedness having the right to vote
(or convertible into securities having the right to vote) on any matters on
which stockholders may vote (" Voting Debt") were issued or outstanding and (v)
no shares of Company Common Stock were held by the Company in its treasury.
Since April 30, 1998, the Company has not issued any shares of Company Common
Stock or of any other class or series of capital stock or any Voting Debt, other
than shares of Company Common Stock issued upon conversion of Company Preference
Stock. As of the date hereof, all outstanding shares of Company Common Stock,
Company Preferred Stock and Company Preference Stock are validly issued, fully
paid and nonassessable and are not subject to preemptive rights. As of the
Closing Date, all outstanding shares of Company Common Stock will be validly
issued, fully paid and nonassessable and will not be subject to preemptive
rights. As of the date hereof, there are no options, warrants, calls, rights,
commitments or agreements of any character to which the Company or any Company
Subsidiary is a party or by which it is bound obligating the Company or any
Company Subsidiary to issue, deliver or sell, or cause to be issued, delivered
or sold, additional shares of capital stock or any Voting Debt securities of the
Company or any Company Subsidiary or obligating the Company or any



Company Subsidiary to grant, extend or enter into any such option, warrant,
call, right, commitment or agreement. At the Effective Time, there will be no
option, warrant, call, right, commitment or agreement obligating the Company or
any Company Subsidiary to issue, deliver or sell, or cause to be issued,
delivered or sold, any shares of capital stock or any Voting Debt of the Company
or any Company Subsidiary, or obligating the Company or any Company Subsidiary
to grant, extend or enter into any such option, warrant, call, right, commitment
or agreement.

Section 4.4 Authority; Non-Contravention; Statutory Approvals;
Compliance.

(a) Authority. The Company has all requisite power and authority to
enter into this Agreement and, subject to the receipt of the Company
Shareholders' Approval (as defined in Section 4.14) and the applicable Company
Required Statutory Approvals (as defined in Section 4.4(c)), to consummate the
transactions contemplated hereby. The execution and delivery of this Agreement
and the consummation by the Company of the transactions contemplated hereby have
been duly authorized by all necessary corporate action on the part of the
Company, subject to obtaining the Company Shareholders' Approval. This Agreement
has been duly and validly executed and delivered by the Company and, assuming
the due authorization, execution and delivery hereof by the other signatories
hereto, constitutes the legal, valid and binding obligation of the Company
enforceable against it in accordance with its terms.

(b) Non-Contravention. The execution and delivery of this Agreement
by the Company does not, and the consummation of the transactions contemplated
hereby will not, in any respect, violate, conflict with or result in a breach of
any provision of, or constitute a default (with or without notice or lapse of
time or both) under, or result in the termination or modification of, or
accelerate the performance required by, or result in a right of termination,
cancellation or acceleration of any obligation, or the loss of a benefit under,
or result in the creation of any Lien upon any of the properties or assets of
the Company or any of the Company Subsidiaries (any such violation, conflict,
breach, default, right of termination, modification, cancellation or
acceleration, loss or creation is referred to herein as a " Violation" with
respect to the Company and such term when used in Article V has a correlative
meaning with respect to CEI) pursuant to any provisions of (i) the certificate
of incorporation, by-laws or similar governing documents of the Company or any
of the Company Subsidiaries, (ii) subject to obtaining the Company Required
Statutory Approvals and the receipt of the Company Shareholders' Approval, any
statute, law, ordinance, rule, regulation, judgment, decree, order, injunction,
writ, permit or license of any Governmental Authority applicable to the Company
or any of the Company Subsidiaries or any of their respective properties or
assets (other than (x) municipal consents and franchises and (y) immaterial
consents, approvals, orders, authorizations, actions, registrations,
declarations or filings, including with respect to communications systems,
zoning, name change, occupancy and similar routine regulatory approvals) or
(iii) subject to obtaining the third-party consents set forth in Section 4.4(b)
of the Company Disclosure Schedule (the " Company Required Consents"), any note,
bond, mortgage, indenture, deed of trust, license, franchise, permit,



concession, standstill agreement, contract, lease or other instrument,
obligation or agreement of any kind to which the Company or any of the Company
Subsidiaries is a party or by which they or any of their properties or assets
may be bound or affected (other than municipal consents or franchises), except
in the case of clause (iii) for any such Violation which, individually or in the
aggregate, would not have a Company Material Adverse Effect.

(c) Statutory Approvals. No declaration, filing, registration with,
notice to, authorization, permit, order, consent or approval (other than
immaterial consents, approvals, orders, authorizations, actions, registrations,
declarations or filings, including with respect to communications systems,
zoning, name change, occupancy and similar routine regulatory approvals) of, any
court, federal, state, local or foreign governmental, administrative, or
regulatory body (including a stock exchange or other self-regulatory body) or
authority (each, a " Governmental Authority") is necessary for the execution and
delivery of this Agreement by the Company or the consummation by the Company of
the transactions contemplated hereby, except those described in Section 4.4(c)
of the Company Disclosure Schedule (the " Company Required Statutory Approvals,"
it being understood that references in this Agreement to "obtaining" such
Company Required Statutory Approvals shall mean making such declarations,
filings or registrations; giving such notices; obtaining such authorizations,
permits, orders, consents or approvals; and having such waiting periods expire
as are necessary to avoid a violation of law).

(d) Compliance. Except as disclosed in the Company SEC Reports (as
defined in Section 4.5) filed prior to the date hereof, neither the Company nor
any of the Company Subsidiaries is in violation of, is, to the knowledge of the
Company, under investigation with respect to any violation of, or has been given
notice or been charged with any violation of, any law, statute, order, rule,
regulation, ordinance or judgment (including, without limitation, any applicable
Environmental Law (as defined in Section 4.12(b)(ii))) of any Governmental
Authority, except for possible violations which individually or in the aggregate
would not have a Company Material Adverse Effect. Except as disclosed in the
Company SEC Reports filed prior to the date hereof, the Company and the Company
Subsidiaries have all permits, licenses, franchises and other governmental
authorizations, consents and approvals necessary to conduct their businesses as
presently conducted which are material to the operation of the businesses of the
Company and the Company Subsidiaries (other than certain municipal consents and
franchises). The Company and each of the Company Subsidiaries is not in breach
or violation of or in default in the performance or observance of any term or
provision of, and no event has occurred which, with lapse of time or action by a
third party, could result in a default by the Company or any Company Subsidiary
under (1) their respective certificates of incorporation or by-laws or (ii) any
contract, commitment, agreement, indenture, mortgage, loan agreement, note,
lease, bond, license, approval or other instrument to which it is a party or by
which the Company or any Company Subsidiary is bound or to which any of their
respective properties or assets are subject, except in the case of this clause
(ii) for possible violations, breaches or defaults which individually or in the
aggregate would not have a Company Material Adverse Effect. All utility rates
charged



by the Company and its utility Subsidiaries have been and continue to be made
pursuant to lawfully filed tariffs and contracts.

Section 4.5 Reports and Financial Statements. (a) The filings (other
than immaterial filings) required to be made by the Company and the Company
Subsidiaries since January 1, 1993 under the Securities Act of 1933, as amended
(the " Securities Act"); the Securities Exchange Act of 1934, as amended (the "
Exchange Act"); the Public Utility Holding Company Act of 1935, as amended (the
" 1935 Act"); the Federal Power Act (the " Power Act"); and applicable state
public utility laws and regulations have been filed with the Securities and
Exchange Commission (the " SEC"), the Federal Energy Regulatory Commission (the
" FERC"), or the appropriate state public utilities commission, as the case may
be, including all forms, statements, reports, tariffs, contracts, agreements
(oral or written) and all documents, exhibits, amendments and supplements
appertaining thereto, and complied, as of their respective dates, in all
material respects with all applicable requirements of the applicable statutes
and the rules and regulations thereunder. The Company has made available to CEI
a true and complete copy of each report, schedule, registration statement and
definitive proxy statement filed with the SEC by the Company pursuant to the
requirements of the Securities Act or Exchange Act since January 1, 1993 (the "
Company SEC Reports"). As of their respective dates, the Company SEC Reports did
not contain any untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein,
in light of the circumstances under which they were made, not misleading. The
audited consolidated financial statements and unaudited interim financial
statements (including the notes thereto) of the Company included in the Company
SEC Reports (collectively, the " Company Financial Statements") have been
prepared in accordance with United States generally accepted accounting
principles (" GAAP") as applied to a regulated utility, applied on a consistent
basis during the periods involved (except as may be indicated therein or in the
notes thereto and except with respect to unaudited statements as permitted by
Form 10-Q of the SEC) and fairly present the consolidated financial position of
the Company and its consolidated Subsidiaries as of the dates thereof and the
consolidated results of their operations and cash flows for the periods then
ended, subject, in the case of the unaudited interim financial statements, to
normal, recurring audit adjustments. True, accurate and complete copies of the
Restated Certificate of Incorporation and by-laws of the Company, as in effect
on the date hereof, are included (or incorporated by reference) in the Company
SEC Reports.

(b) Franchises. The Company and the Company utility Subsidiaries own or
have sufficient rights and consents to use under existing franchises, easements,
leases, and license agreements all properties, rights and assets necessary for
the conduct of their business and operations as currently conducted, except
where the failure to own or have sufficient rights to such properties, rights
and assets would not have, individually or in the aggregate, a Company Material
Adverse Effect. To the knowledge of the Company, no other private corporation
can commence public utility operations in any part of the territories now served
by the Company or its wholly owned utility Subsidiaries, Rockland Electric
Company ("RECO0") and Pike County Light & Power Company ("Pike"), respectively,
without



obtaining a certificate of public convenience and necessity from the applicable
state utility commission.

Section 4.6 Absence of Certain Changes or Events. Except as disclosed
in the Company SEC Reports filed prior to the date hereof, since December 31,
1997, the Company and each of the Company Subsidiaries have conducted their
respective businesses only in the ordinary course of business consistent with
past practice and there has not been, and no fact or condition exists which,
individually or in the aggregate, would have a Company Material Adverse Effect.
From December 31, 1997 through the date hereof there has not been (i) any
declaration, setting aside or payment of any dividend or other distribution
(whether in cash, stock or property) with respect to any capital stock of the
Company, other than (A) regular quarterly dividends of $.645 per share on
Company Common Stock and (B) dividends payable on Company Preferred Stock and
Company Preference Stock in accordance with their terms, (ii) any split,
combination or reclassification of any capital stock of the Company or any of
the Company Subsidiaries or any issuance or the authorization of any issuance of
any other securities in respect of, in lieu of or in substitution for any
capital stock of the Company or any of the Company Subsidiaries or (iii) except
insofar as required by a change in GAAP, any change in accounting methods,
principles or practices by the Company or any of the Company Subsidiaries
materially affecting their respective assets, liabilities or businesses.

Section 4.7 Litigation. There (a) are no claims, suits, actions or
proceedings before any court, governmental department, commission, agency,
instrumentality or authority or any arbitrator, pending or, to the knowledge of
the Company, threatened, nor are there, to the knowledge of the Company, any
investigations or reviews by any court, governmental department, commission,
agency, instrumentality or authority or any arbitrator pending or threatened
against, relating to or affecting the Company or any of the Company Subsidiaries
which, individually or in the aggregate, would have a Company Material Adverse
Effect, (b) have not been any significant developments since December 31, 1997
with respect to any disclosed claims, suits, actions, proceedings,
investigations or reviews that, individually or in the aggregate, would have a
Company Material Adverse Effect and (c) are no judgments, decrees, injunctions,
rules or orders of any court, governmental department, commission, agency,
instrumentality or authority or any arbitrator applicable to the Company or any
of the Company Subsidiaries except for such that, individually or in the
aggregate, would not have a Company Material Adverse Effect.

Section 4.8 Proxy Statement. None of the information supplied or to be
supplied by or on behalf of the Company for inclusion or incorporation by
reference in the proxy statement, in definitive form, relating to the meeting of
holders of Company Common Stock to be held in connection with the Merger (the "
Proxy Statement") will, at the date mailed to the Company shareholders and at
the time of the meeting of the holders of Company Common Stock to be held in
connection with the Merger, contain any untrue statement of a material fact or
omit to state any material fact required to be stated therein or necessary in
order to make the statements therein, in light of the circumstances under



which they are made, not misleading. The Proxy Statement will comply as to form
in all material respects with the provisions of the Exchange Act and the rules
and regulations thereunder.

Section 4.9 Tax Matters.

Except as to any items that would not, individually or in the
aggregate, have a Company Material Adverse Effect:

(a) The Company and each of the Company Subsidiaries has (i)
filed all Federal, state, local and foreign income and other tax returns or
reports (including declarations of estimated tax) required to be filed by it,
(ii) paid all taxes of any nature whatsoever (together with any related
penalties and interest) (any of the foregoing being referred to herein as a "
Tax"), that are shown on such Tax returns as due and payable on or before the
date hereof, and (iii) paid all Taxes otherwise required to be paid.

(b) There are no claims or assessments pending against the
Company or any of the Company Subsidiaries for any alleged deficiency in Tax,
and the Company does not know of any threatened Tax claims or assessments
against the Company or any of the Company Subsidiaries.

(c) The Company has established adequate accruals for Taxes and
for any liability for deferred Taxes in the Company Financial Statements in
accordance with GAAP.

(d) There are no Liens for Taxes (other than for current Taxes
not yet due and payable) on the assets of the Company or any Company Subsidiary.

(e) The Federal income Tax returns of the Company, each Company
Subsidiary and any affiliated, consolidated, combined or unitary group that
includes the Company or any Company Subsidiary either have been examined and
settled with the Internal Revenue Service or closed by virtue of the expiration
of the applicable statute of limitations for all years through 1994.

(f) None of the Company or any Company Subsidiary shall be
required to include in a taxable period ending after the Effective Time an
amount of taxable income attributable to income that accrued in a prior taxable
period but was not recognized in any prior taxable period as a result of the
installment method of accounting, the completed contract method of accounting,
the long-term contract method of accounting, the cash method of accounting or
Section 481 of the Code or comparable provisions of state, local or foreign Tax
law.



(9) From December 31, 1997 through the date hereof, there have
not been any Tax elections, any settlements or compromises of any income Tax
liability or any changes in Tax attributes.

Section 4.10 Employee Matters; ERISA.

(a) Section 4.10(a) of the Company Disclosure Schedule hereto contains
a true and complete list of each deferred compensation and each bonus or other
incentive compensation, stock purchase, stock option and other equity
compensation plan, program, agreement or arrangement; each severance or
termination pay, medical, surgical, hospitalization, 1life insurance and other
"welfare" plan, fund or program (within the meaning of Section 3(1) of the
Employee Retirement Income Security Act of 1974, as amended (" ERISA")); each
profit-sharing, stock bonus or other "pension" plan, fund or program (within the
meaning of Section 3(2) of ERISA); each employment, retention, consulting,
termination or severance agreement; and each other employee benefit plan, fund,
program, agreement or arrangement, in each case, that is sponsored, maintained
or contributed to or required to be contributed to by the Company or by any
trade or business, whether or not incorporated (an " ERISA Affiliate"), that
together with the Company would be deemed a "single employer" within the meaning
of Section 4001(b) of ERISA, or to which the Company or an ERISA Affiliate is
party, whether written or oral, for the benefit of any employee or former
employee of the Company or any Company Subsidiary (the " Company Plans").

(b) With respect to each Company Plan, the Company has heretofore
delivered or made available to CEI true and complete copies of each of the
following documents:

(1) a copy of the Company Plan and any amendments thereto;

(ii) a copy of the two most recent annual reports on Internal
Revenue Service Form 5500 and actuarial reports, if required under ERISA, and
the most recent report prepared with respect thereto in accordance with
Statement of Financial Accounting Standards No. 87;

(iii) a copy of the most recent Summary Plan Description required
under ERISA with respect thereto;

(iv) if the Company Plan is funded through a trust or any third
party funding vehicle, a copy of the trust or other funding agreement and the
latest financial statements thereof and all related agreements; and

(v) the most recent determination letter or pending determination
letter received from the Internal Revenue Service with respect to each Company
Plan intended to qualify under Section 401 of the Internal Revenue Code of 1986,
as amended (the " Code").



(c) No liability under Title IV or Section 302 of ERISA has been
incurred by the Company or any ERISA Affiliate that has not been satisfied in
full, and no condition exists that presents a material risk to the Company or
any ERISA Affiliate of incurring any such liability, other than liability for
premiums due the Pension Benefit Guaranty Corporation (" PBGC") (which premiums
have been paid when due). No Company Plan has, to the knowledge of the Company,
engaged in a "prohibited transaction" (as defined in Section 4975 of the Code or
Section 406 of ERISA), no Company Plan subject to Title IV of ERISA (a " Title
IV Company Plan") has been terminated by the PBGC or has been the subject of a
"reportable event" (as defined in Section 4043 of ERISA and the regulations
thereunder) for which the 30-day notice requirement has not been waived and the
Company has not received any notice of intent by PBGC to terminate any such
plan.

(d) With respect to each Title IV Company Plan, the present value
of accrued benefits under such plan, based upon the actuarial assumptions used
for funding purposes in the most recent actuarial report prepared by such plan's
actuary with respect to such plan did not exceed, as of its latest valuation
date, the then current value of the assets of such plan allocable to such
accrued benefits.

(e) No Title IV Company Plan or any trust established thereunder
has incurred any "accumulated funding deficiency" (as defined in Section 302 of
ERISA and Section 412 of the Code), whether or not waived, as of the last day of
the most recent fiscal year of each Title IV Company Plan ended prior to the
Closing Date nor has there been any application for waiver of the minimum
funding standards imposed by Section 412 of the Code. All contributions required
to be made with respect to any Company Plan on or prior to the Closing Date have
been timely made or are reflected on the balance sheet.

(f) No Title IV Company Plan is a "multiemployer plan", as defined
in Section 3(37) of ERISA, nor is any Title IV Company Plan a plan described in
Section 4063(a) of ERISA.

(9) Each Company Plan has been operated and administered in all
material respects in accordance with its terms and applicable law, including but
not limited to ERISA and the Code, the rules and regulations thereunder and all
applicable collective bargaining agreements and each Company Plan intended to be
"qualified" under Section 401(a) of the Code has received a favorable
determination letter from the Internal Revenue Service to such effect. To the
knowledge of the Company, there is no fact, condition or set of circumstances
existing that could adversely affect such favorable determination. To the
Company's knowledge, there are no investigations pending in respect of any
Company Plan by any Governmental Authority.

(h) Each Company Plan intended to be "qualified" within the meaning
of Section 401(a) of the Code is so qualified and the trusts maintained
thereunder are exempt from taxation under Section 501(a) of the Code.



(1) No Company Plan provides medical, surgical, hospitalization,
death or similar benefits (whether or not insured) for employees or former
employees (or their beneficiaries) of the Company or any Company Subsidiary for
periods extending beyond their respective dates of retirement or other
termination of service, other than (i) coverage mandated by applicable law, (ii)
death benefits under any "pension plan," or (iii) benefits the full cost of
which is borne by the current or former employee (or his beneficiary).

No amounts payable under the Company Plans will fail to be
deductible for federal income tax purposes by virtue of Section 280G of the
Code.

(k) The consummation of the transactions contemplated by this
Agreement will not, either alone or in combination with another event, (1)
entitle any current or former employee or officer of the Company or any ERISA
Affiliate to severance pay, unemployment compensation or any other payment, or
(ii) accelerate the time of payment or vesting, or increase the amount of
compensation due any such employee or officer. Schedule 4.10(k) of the Company
Disclosure Schedule sets forth estimates prepared by the Company of the amounts
reasonably expected to be paid to participants in any Company Plan (or by which
any of their benefits may be increased or accelerated) as a result solely of (i)
the execution of this Agreement, (ii) the obtaining of the Company Shareholders'
Approval and (iii) termination or constructive termination of any officer or
director's employment with the Company or any Company Subsidiary. For purposes
of the preceding sentence, the determination of the amounts set forth in
Schedule 4.10(k) is based upon each employee's current compensation, outstanding
awards and benefits accrued (as applicable) and on such other factors as the
Company, taking into account applicable law and regulations, deems reasonable
and appropriate.

(1) There are no pending, threatened or anticipated claims by or on
behalf of any Company Plan, by any employee or beneficiary covered under any
such Company Plan, or otherwise involving any such Company Plan (other than
routine claims for benefits).

Section 4.11 Labor and Employee Relations.

(a) As of the date hereof, except as disclosed in the Company SEC
Reports filed prior to the date hereof, (i) except for the existing collective
bargaining agreement between the Company and Local Union No. 503 of the
International Brotherhood of Electrical Workers effective June 1, 1997 through
May 31, 2000, neither the Company nor any of the Company Subsidiaries is a party
to any collective bargaining agreement or other labor agreement with any union
or labor organization and (ii) to the knowledge of the Company, there is no
current union representation question involving employees of the Company or any
of the Company Subsidiaries, nor does the Company know of any activity or
proceeding of any labor organization (or representative thereof) or employee
group to organize any such employees, except to the extent such, individually or
in the aggregate, would not have a Company Material Adverse Effect.



(b) Except as disclosed in the Company SEC Reports filed prior to the
date hereof or except to the extent such, individually or in the aggregate,
would not have a Company Material Adverse Effect, (i) there is no unfair labor
practice, employment discrimination or other charge, claim, suit, action or
proceeding against the Company or any of the Company Subsidiaries pending, or to
the knowledge of the Company, threatened before any court, governmental
department, commission, agency, instrumentality or authority or any arbitrator,
(ii) there is no strike, lockout or material dispute, slowdown or work stoppage
pending or, to the knowledge of the Company, threatened against or involving the
Company, and (iii) there is no proceeding, claim, suit, action or governmental
investigation pending or, to the knowledge of the Company, threatened in respect
of which any director, officer, employee or agent of the Company or any of the
Company Subsidiaries is or may be entitled to claim indemnification from the
Company or such Company Subsidiary pursuant to their respective certificates of
incorporation or by-laws or as provided in the indemnification agreements listed
in Section 4.11(b) of the Company Disclosure Schedule or any other
indemnification agreements.

Section 4.12 Environmental Protection.

(a) Except as set forth in the Company SEC Reports filed prior to the
date hereof:
i.

(1) Compliance. The Company and each of the Company Subsidiaries
is in compliance with all applicable Environmental Laws except where the
failure to so comply, individually or in the aggregate, would not have a
Company Material Adverse Effect, and neither the Company nor any of the
Company Subsidiaries has received any communication (written or oral)
reasonably grounded in fact, from any person or Governmental Authority that
alleges that the Company or any of the Company Subsidiaries is not in such
compliance with applicable Environmental Laws. To the knowledge of the
Company, compliance with all applicable Environmental Laws will not require
the Company or any Company Subsidiary to incur costs, beyond those
currently budgeted for the three Company fiscal years beginning with
January 1, 1998, that, individually or in the aggregate, would have a
Company Material Adverse Effect, including, but not limited to, the costs
of pollution control equipment that are known or anticipated to be required
in the future.

(ii) Environmental Permits. (A) The Company and each of the
Company Subsidiaries has obtained or has applied for all environmental,
health and safety permits and governmental authorizations (collectively,
the " Environmental Permits") necessary for the construction of their
facilities or the conduct of their operations except where the failure to
so obtain, individually or in the aggregate, would not have a Company
Material Adverse Effect, (B) all such Environmental Permits are in good
standing or, where applicable, a renewal application has been timely filed
and is pending agency approval except where the failure of such
Environmental



Permits to be in good standing or to have filed a renewal application on a
timely basis would not, individually or in the aggregate, have a Company
Material Adverse Effect, (C) the Company and the Company Subsidiaries are
in material compliance with all terms and conditions of the Environmental
Permits, except where failure to so comply, individually or in the
aggregate, would not have a Company Material Adverse Effect and (D) neither
the Company nor any of the Company Subsidiaries has been advised by any
Governmental Authority of any potential change in the terms and conditions
of the Environmental Permits either prior to or upon their renewal, except
for such potential changes as would not, individually or in the aggregate,
have a Company Material Adverse Effect.

(iii) Environmental Claims. There are no Environmental Claims
(as defined in Section 4.12(b)(i)) which would, individually or in the
aggregate, have a Company Material Adverse Effect pending or, to the
knowledge of the Company, threatened, (A) against the Company or any of the
Company Subsidiaries, (B) to the knowledge of the Company, against any
person or entity whose liability for any Environmental Claim the Company or
any of the Company Subsidiaries has or may have retained or assumed either
contractually or by operation of law, or (C) against any currently owned,
leased or managed, in whole or in part, real or personal property or
operations of the Company or any of the Company Subsidiaries or, to the
knowledge of the Company, against any formerly owned, leased or managed, in
whole or in part, real or personal property or operations of the Company or
any of the Company Subsidiaries.

(iv) Releases. The Company has no knowledge of any Releases (as
defined in Section 4.12(b)(iv)) of any Hazardous Material (as defined in
Section 4.12(b)(iii)) that would be reasonably likely to form the basis of
any Environmental Claim against the Company or any of the Company
Subsidiaries, or against any person or entity whose liability for any
Environmental Claim the Company or any of the Company Subsidiaries has or
may have retained or assumed either contractually or by operation of law
except for any Environmental Claim which, individually or in the aggregate,
would not have a Company Material Adverse Effect.

(v) Predecessors. The Company has no knowledge, with respect
to any predecessor of the Company or any of the Company Subsidiaries, of
any Environmental Claim which, individually or in the aggregate, would have
a Company Material Adverse Effect pending or threatened, or of any Release
of Hazardous Materials that would be reasonably likely to form the basis of
any Environmental Claim which, individually or in the aggregate, would have
a Company Material Adverse Effect.

(b) Definitions. As used in this Agreement:



(1) "Environmental Claim" means any and all administrative,
regulatory or judicial actions, suits, demands, demand letters, directives,
claims, liens, investigations, proceedings or notices of noncompliance or
violation (written or oral) by any person or entity (including any
Governmental Authority), alleging potential liability (including, without
limitation, potential responsibility for or liability for enforcement,
investigatory costs, cleanup costs, governmental response costs, removal
costs, remedial costs, natural resources damages, property damages,
personal injuries or penalties) arising out of, based on or resulting from
(A) the presence, Release or threatened Release into the environment of any
Hazardous Materials at any location, whether or not owned, operated, leased
or managed by the Company or any of the Company Subsidiaries; or (B)
circumstances forming the basis of any violation or alleged violation of
any Environmental Law or (C) any and all claims by any third party seeking
damages, contribution, indemnification, cost recovery, compensation or
injunctive relief resulting from the presence or Release of any Hazardous
Materials or the presence of or exposure to any electromagnetic fields.

(ii) "Environmental Laws" means all federal, state and local
laws, rules, regulations, orders, decrees, judgments or binding agreements
issued, promulgated or entered into by or with any Governmental Authority,
relating to pollution, the environment (including, without limitation,
ambient air, surface water, groundwater, land surface or subsurface strata)
or protection of human health as it relates to the environment including,
without limitation, laws and regulations relating to noise levels, Releases
or threatened Releases of Hazardous Materials, or otherwise relating to the
manufacture, processing, distribution, use, treatment, storage, disposal,
transport or handling of Hazardous Materials.

(iii) "Hazardous Materials" means (A) any petroleum or petroleum
products, radioactive materials, asbestos in any form that is or could
become friable, urea formaldehyde foam insulation and transformers or other
equipment that contain dielectric fluid containing polychlorinated
biphenyls (" PCBs"); (B) any chemicals, materials or substances which are
now defined as or included in the definition of "hazardous substances,"
"hazardous wastes," "hazardous materials," "extremely hazardous wastes,"
"restricted hazardous wastes," "toxic substances," "toxic pollutants," or
words of similar import under any Environmental Law and (C) any other
chemical, material, substance or waste, exposure to which is now
prohibited, limited or regulated under any Environmental Law in a
jurisdiction in which the Company or any of the Company Subsidiaries
operates.

(iv) "Release" means any release, spill, emission, leaking,
injection, deposit, disposal, discharge, dispersal, leaching or migration
into the atmosphere, soil, surface water, groundwater or property.



Section 4.13 Regulation as a Utility. As of the date hereof, the
Company, pursuant to an order, dated March 27, 1936, of the SEC, has been
exempted, from all of the provisions of the 1935 Act, except Section 9(a)(2)
thereof relating to the acquisition of securities of other public utility
companies. The Company is regulated as a public utility in the State of New
York and in no other state. RECO is regulated as a public utility in the State
of New Jersey and in no other state. Pike is regulated as a public utility in
the State of Pennsylvania and in no other state. Except as set forth in this
Section neither the Company nor any "subsidiary company" or "affiliate" (as each
such term is defined in the 1935 Act) of the Company is subject to regulation as
a public utility holding company, public utility or public service company (or
similar designation) by the Federal government of the United States, any other
state in the United States or any foreign country.

Section 4.14 Vote Required. Provided that the NYPSC approves the
Merger prior to the Effective Time, the approval of the Merger by the holders of
two-thirds of all outstanding shares of Company Common Stock (the " Company
Shareholders' Approval") is the only vote of the holders of any class or series
of the capital stock of the Company or any of the Company Subsidiaries required
to approve this Agreement, the Merger and the other transactions contemplated
hereby.

Section 4.15 State Anti-Takeover Statutes. Assuming the accuracy of
the representation of CEI set forth in Section 5.8, neither Section 912 nor
Article 16 of the NYBCL nor any provision of Article Eighth of the Company's
Restated Certificate of Incorporation is applicable to the transactions
contemplated by this Agreement. To the knowledge of the Company, no other state
anti-takeover statute is applicable to the Company's participation in the Merger
or in the other transactions contemplated hereby.

Section 4.16 Opinion of Financial Advisor. The Company has received
the opinion of Donaldson, Lufkin & Jenrette Securities Corporation (" DLJ"),
dated the date hereof, to the effect that, as of the date hereof, the Merger
Consideration is fair from a financial point of view to the holders of Company
Common Stock.

Section 4.17 Insurance. The Company and each of the Company
Subsidiaries is, and has been continuously since January 1, 1993, insured with
financially responsible insurers in such amounts and against such risks and
losses as are customary in all material respects for companies conducting the
business as conducted by the Company and the Company Subsidiaries during such
time period. Neither the Company nor any of the Company Subsidiaries has
received any notice of cancellation or termination with respect to any insurance
policy of the Company or any of the Company Subsidiaries. The insurance policies
of the Company and each of the Company Subsidiaries are valid and enforceable
policies.

Section 4.18 Discontinued Business . NORSTAR Management, Inc. and
its Subsidiaries and the business formerly conducted by them have ceased
operations (the " Discontinued Business") and, except for liabilities reflected
in the Company Financial



Statements, neither the Company nor any the Company Subsidiary, other than
NORSTAR Management, Inc. and its Subsidiaries, has any liabilities or
obligations with respect to such business and no creditor of the Discontinued
Business has any recourse against the Company or any Company Subsidiary other
than NORSTAR Management, Inc. and its Subsidiaries.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF CEI

Except as set forth in the schedule delivered by CEI on the date
hereof (the " CEI Disclosure Schedule") and making reference to the particular
subsection of this Agreement to which exception is being taken, CEI represents
and warrants to the Company as follows:

Section 5.1 Organization and Qualification. Each of CEI, Consolidated
Edison Company of New York, Inc., a New York corporation ( "CECONY"), and the
Merger Subsidiary is a corporation duly organized, validly existing and in good
standing under the laws of its jurisdiction of incorporation or organization,
has all requisite power and authority, and has been duly authorized by all
necessary approvals and orders to own, lease and operate its assets and
properties to the extent owned, leased and operated and to carry on its business
as it is now being conducted and is duly qualified and in good standing to do
business in each jurisdiction in which the nature of its business or the
ownership, leasing or operation of its assets and properties makes such
qualification necessary other than in such jurisdictions where the failure so to
qualify, individually or in the aggregate, would not have a CEI Material Adverse
Effect. For purposes of this Agreement, "CEI Material Adverse Effect" shall mean
any change, effect, event, occurrence or state of facts (i) that is, or
reasonably would be expected to be, materially adverse to the business, assets,
financial condition, results of operations or prospects of CEI and its
Subsidiaries (the " CEI Subsidiaries") taken as a whole or (ii) that would
prevent, or reasonably be expected to prevent, CEI from performing its
obligations under this Agreement or prevent the consummation of the transactions
contemplated hereby.



Section 5.2 Authority; Non-Contravention; Statutory Approvals;
Compliance

(a) Authority. Each of CEI and the Merger Subsidiary has all
requisite power and authority to enter into this Agreement and, subject to the
receipt of the applicable CEI Required Statutory Approvals (as defined in
Section 5.2(c)), to consummate the transactions contemplated hereby. The
execution and delivery of this Agreement and the consummation by each of CEI and
the Merger Subsidiary of the transactions contemplated hereby have been duly
authorized by all necessary corporate action on the part of CEI and the Merger
Subsidiary. This Agreement has been duly and validly executed and delivered by
each of CEI and the Merger Subsidiary and, assuming the due authorization,
execution and delivery hereof by the other signatories hereto, constitutes the
legal, valid and binding obligation of each of CEI and the Merger Subsidiary
enforceable against it in accordance with its terms.

(b) Non-Contravention. The execution and delivery of this
Agreement by CEI and the Merger Subsidiary does not, and the consummation of the
transactions contemplated hereby will not, result in a Violation pursuant to any
provisions of (i) the certificate of incorporation, by-laws or similar governing
documents of CEI or the Merger Subsidiary, (ii) subject to obtaining the CEI
Required Statutory Approvals, any statute, law, ordinance, rule, regulation,
judgment, decree, order, injunction, writ, permit or license of any Governmental
Authority applicable to CEI or the Merger Subsidiary or any of their respective
properties or assets (other than immaterial consents, approvals, orders,
authorizations, actions, registrations, declarations or filings, including with
respect to communications systems, zoning, name change, occupancy and similar
routine regulatory approvals) or (iii) any material note, bond, mortgage,
indenture, deed of trust, license, franchise, permit, concession, standstill
agreement, contract, lease or other instrument, obligation or agreement of any
kind to which CEI or the Merger Subsidiary is a party or by which they or any of
their respective properties or assets may be bound or affected, except in the
case of clause (iii) for any such Violation which, individually or in the
aggregate, would not have a CEI Material Adverse Effect.

(c) Statutory Approvals. No declaration, filing or registration
with, notice to, authorization, permit, order, consent or approval (other than
immaterial consents, approvals, orders, authorizations, actions, registrations,
declarations or filings, including with respect to communications systems,
zoning, name change, occupancy and similar routine regulatory approvals) of, any
Governmental Authority is necessary for the execution and delivery of this
Agreement by each of CEI and the Merger Subsidiary or the consummation by each
of CEI and the Merger Subsidiary of the transactions contemplated hereby, except
those described in Section 5.2(c) of the CEI Disclosure Schedule (the " CEI
Required Statutory Approvals," it being understood that references in this
Agreement to "obtaining" such CEI Required Statutory Approvals shall mean making
such declarations, filings or registrations; giving such notices; obtaining such
authorizations, permits, orders, consents



or approvals; and having such waiting periods expire as are necessary to avoid a
violation of law).

(d) Compliance. Except as disclosed in CEI SEC Reports (as defined in
Section 5.3) filed prior to the date hereof, neither CEI nor the Merger
Subsidiary is in violation of, is under investigation with respect to any
violation of, or has been given notice or been charged with any violation of,
any law, statute, order, rule, regulation, ordinance or judgment (including,
without limitation, any applicable Environmental Law) of any Governmental
Authority, which would prevent CEI from consummating the transactions
contemplated by this Agreement.

Section 5.3 Litigation. Except as disclosed in each report,
schedule, registration statement and definitive proxy statement filed with the
SEC by CEI or CECONY pursuant to the requirements of the Securities Act or
Exchange Act since January 1, 1993 (as such documents have since the time of
their filing been amended, the "CEI SEC Reports") filed prior to the date
hereof, there are no claims, suits, actions or proceedings by any court,
governmental department, commission, agency, instrumentality or authority or any
arbitrator, pending or, to the knowledge of CEI, threatened, nor are there, to
the knowledge of CEI, any investigations or reviews by any court, governmental
department, commission, agency, instrumentality or authority or any arbitrator
pending or threatened against relating to or affecting CEI or the Merger
Subsidiary which, in each case, would prevent CEI from consummating the
transactions contemplated by this Agreement.

Section 5.4 Proxy Statement. None of the information supplied or to
be supplied by or on behalf of CEI for inclusion or incorporation by reference
in the Proxy Statement will, at the date mailed to the Company shareholders and
at the time of the meeting of the holders of Company Common Stock to be held in
connection with the Merger, contain any untrue statement of a material fact or
omit to state any material fact required to be stated therein or necessary in
order to make the statements therein, in light of the circumstances under which
they are made, not misleading.

Section 5.5 Regulation as a Utility. As of the date hereof, neither
CEI nor any "subsidiary company" or "affiliate" (as each such term is defined in
the 1935 Act) of CEI is subject to regulation as a public utility holding
company, public utility or public service company (or similar designation) by
the Federal government of the United States, any state in the United States or
any foreign country.

Section 5.6 No Vote Required. No vote of holders of any class or
series of the capital stock of CEI is necessary to approve this Agreement, the
Merger or the other transactions contemplated hereby.

Section 5.7 Financing. CEI has or will have available, prior to the
Effective Time, sufficient cash in immediately available funds to pay the Merger
Consideration pursu-



ant to Article II hereof and to consummate the Merger and the other transactions
contemplated hereby.

Section 5.8 Ownership of Company Common Stock. As of the date
hereof, neither CEI nor any of its Affiliates (excluding for such purposes
officers and directors of CEI and the CEI Subsidiaries) (i) beneficially owns
(as defined in Rule 13d-3 under the Exchange Act), directly or indirectly, or
(ii) is party to any agreement, arrangement or understanding for the purpose of
acquiring, holding, voting or disposing of, in each case, shares of capital
stock of the Company.

ARTICLE VI
CONDUCT OF BUSINESS PENDING THE MERGER

Except as set forth in the Company Disclosure Schedule and making
references to the particular subsection of this Agreement to which exception is
being taken:

Section 6.1 Covenants of the Company. After the date hereof and
prior to the Effective Time or earlier termination of this Agreement, the
Company agrees as follows, each as to itself and to each of the Company
Subsidiaries, except as expressly contemplated or permitted in this Agreement or
to the extent CEI shall otherwise consent in writing, which decision regarding
consent shall be made as soon as reasonably practical:

(a) Ordinary Course of Business. The Company shall, and shall cause
the Company Subsidiaries to, carry on their respective businesses in the usual,
regular and ordinary course in substantially the same manner as heretofore
conducted and in compliance in all material respects with all applicable laws
and regulations and use all commercially reasonable efforts to preserve intact
their respective present business organizations and goodwill, preserve the
goodwill and relationships with customers, suppliers and others having business
dealings with them and, subject to prudent management of work force needs and
ongoing programs currently in force, keep available the services of their
respective present officers and employees, provided, however, (i) that nothing
shall prohibit the Company from divesting its generation assets in accordance
with terms that are equivalent in all material respects to the terms in the
Order Adopting Terms of Settlement with the New York State Public Service
Commission, issued and effective November 26, 1997 (the " Settlement Agreement")
and the Final Divestiture Plan dated February 3, 1998 and the Order Authorizing
the Process For Auctioning of Generation Plant and Rejecting Joint Agreement,
issued and effective April 16, 1998 (collectively, the " Final Divestiture
Plan") and (ii) neither the Company nor any Company Subsidiary shall enter into
any new line of business. Notwithstanding the above and notwithstanding any
other provision in Section 6.1 (other than Section 6.1(1)), the Company and any
of the Company Subsidiaries may make equity infusions into a Company Subsidiary
(other than NORSTAR Management, Inc. and its Subsidiaries) (i) to the extent
required by law or a state regulatory commission or (ii) to the extent



that equity infusions into the Company Subsidiaries do not exceed $10 million in
the aggregate.

(b) Dividends. The Company shall not, and shall not permit any of the
Company Subsidiaries to: (i) declare or pay any dividends on or make other
distributions in respect of any of their respective capital stock other than to
the Company or the Company Subsidiaries and other than regular quarterly
dividends on Company Common Stock with usual record and payment dates not,
during any period of any fiscal year, in excess of the dividends for the
comparable period of the prior fiscal year, (ii) split, combine or reclassify
any of their respective capital stock or issue or authorize or propose the
issuance of any other securities in respect of, in lieu of, or in substitution
for, shares of their respective capital stock or (iii) redeem, repurchase or
otherwise acquire any shares of their respective capital stock, other than (A)
redemptions, purchases or acquisitions required by the respective terms of any
series of Company Preferred Stock or Company Preference Stock, or (B) for the
purpose of funding employee stock ownership plans and dividend reinvestment
programs in accordance with past practice. Notwithstanding the foregoing, the
Company may redeem Company Preferred Stock pursuant to the provisions of Section
2.1(c) and the Company may redeem Company Preference Stock pursuant to the
provisions of Section 2.1(d). The last record date of the Company on or prior
to the Effective Time which relates to a regular quarterly dividend on Company
Common Stock shall be prior to the Effective Time.

(c) Issuance of Securities. The Company shall not, and shall not permit
any of the Company Subsidiaries to, issue, agree to issue, deliver, sell, award,
pledge, dispose of or otherwise encumber or authorize or propose the issuance,
delivery, sale, award, pledge, disposal or other encumbrance of, any shares of
their capital stock of any class or any securities convertible into or
exchangeable for, or any rights, warrants or options to acquire, any such shares
or convertible or exchangeable securities, other than any issuances of capital
stock of any Company Subsidiary to the Company or any wholly-owned Company
Subsidiary (other than, in each case, NORSTAR Management, Inc. and its
Subsidiaries).

(d) Charter Documents. The Company shall not amend or propose to amend
its Restated Certificate of Incorporation or by-laws or other comparable
organizational documents of any Company Subsidiary.

(e) No Acquisitions. The Company shall not, nor shall the Company
permit any of the Company Subsidiaries to: (i) acquire, or publicly propose to
acquire, or agree to acquire, by merger or consolidation with, or by purchase or
otherwise, an equity interest in or a substantial portion of the assets of, any
business or any corporation, partnership, association or other business
organization or division thereof, or (ii) otherwise acquire or agree to acquire
a material amount of assets, except in the case of this clause (ii) only, in the
ordinary course of business consistent with past practice or (iii) alter
(through merger, liquidation, reorganization, restructuring or in any other
fashion) the corporate structures or ownership of the Company or any of the
Company Subsidiaries.



(f) No Dispositions. Except (i) for the Company divesting its generation
assets in accordance with the terms and conditions set forth in the Settlement
Agreement and the Final Divestiture Plan, (ii) for Clove Development
Corporation, a wholly owned subsidiary of the Company, divesting at fair market
value, its real estate, primarily located in Sullivan County, New York, (iii)
for O0&R Energy Development, Inc., a wholly owned subsidiary of the Company,
divesting at fair market value its real estate, primarily located in Orange
County, New York, and (iv) for the Company or the Company Subsidiaries making
dispositions at fair market value of less than $10 million in sales price and
indebtedness assumed by the acquiring party and its Affiliates, singularly or in
the aggregate during any fiscal year, the Company shall not, nor shall the
Company permit any of the Company Subsidiaries to, sell or dispose of any of
their respective assets other than dispositions in the ordinary course of its
business consistent with past practice. As used in this Agreement, the term "
Affiliate," except where otherwise defined herein, shall mean, as to any person,
any other person which directly or indirectly controls, or is under common
control with, or is controlled by, such person. As used in this definition, "
control" (including, with its correlative meanings, "controlled by" and "under
common control with") shall mean possession, directly or indirectly, of power to
direct or cause the direction of management or policies (whether through
ownership of securities or partnership or other ownership interests, by contract
or otherwise). The Company (i) shall consult with CEI with respect to
significant decisions relating to the divestiture of the generation assets and
transactions in connection therewith prior to taking any action with respect to
any such decision or entering into any such transaction and (ii) shall take into
account the views of CEI with respect to such action or transaction. The
Company shall use its best efforts to enter into a definitive agreement to
divest its generation assets in accordance with the Settlement Agreement and the
Final Divestiture Plan on or prior to May 1, 1999 and use its best efforts to
consummate the divestiture of its generation assets as soon as practicable after
entering into such agreement. The Company shall conduct such divestiture on
terms that are equivalent in all material respects to the terms set forth in the
Final Divestiture Plan, including divesting all liabilities, arising out of,
related to or otherwise associated with such generation assets, including all
environmental liabilities (other than environmental liabilities relating to off-
site storage or disposal of Hazardous Materials associated with the generating
assets) and all liabilities with respect to fuel purchase contracts relating to
such generation assets. Unless ordered pursuant to law or regulation, the
Company shall not materially modify or amend, or propose to enter into any
agreement to modify or amend the Settlement Agreement or the Final Divestiture
Plan or conduct any negotiations with the NYPSC or any other Governmental
Authority in connection with any such proposed modification or amendment. If so
ordered, the Company shall consult with CEI prior to taking or agreeing to take
any such action. The Company and the Company Subsidiaries shall not pay out,
distribute, invest (except that the Company and the Company Subsidiaries may
invest in the ordinary course of business in a manner that would not otherwise
be prohibited by any of the provisions of this Section 6.1) or otherwise make
use of the proceeds resulting from the divestiture of its generation assets
except as expressly permitted by the provisions of this Section 6.1.



(g) Cooperation, Notification. The Company shall (i) confer on a regular
and frequent basis with one or more representatives of CEI to discuss, subject
to applicable law, material operational matters and the general status of its
ongoing operations, (ii) promptly notify CEI of any significant changes in its
business, properties, assets, condition (financial or other), results of
operations or prospects, (iii) promptly notify CEI of property sales by the
Company Subsidiaries in excess of $10 million and shall discuss with CEI use of
proceeds from such sales to the extent that such proceeds exceed $10 million,
(iv) promptly advise CEI of (A) any representation or warranty made by it
contained in this Agreement that is qualified as to materiality becoming untrue
or inaccurate in any respect or any such representation or warranty that is not
so qualified becoming untrue or inaccurate in any material respect, (B) the
failure by it to comply in any material respect with or satisfy in any material
respect any covenant, condition or agreement to be complied with or satisfied by
it under this Agreement and (C) any change or event which, individually or in
the aggregate, has had or would have a Company Material Adverse Effect
(provided, however, that no such notification shall affect the representations,
warranties, covenants or agreements of the parties (or remedies with respect
thereto) or the conditions to the obligations of the parties under this
Agreement) and (v) promptly provide CEI with copies of all filings made by the
Company or any of the Company Subsidiaries with any state or federal court,
administrative agency, commission or other Governmental Authority in connection
with this Agreement and the transactions contemplated hereby.

(h) Third-Party Consents. The Company shall, and shall cause the
Company Subsidiaries to, use all reasonable best efforts to obtain all Company
Required Consents. The Company shall promptly notify CEI of any failure or
prospective failure to obtain any such consents and, if requested by CEI, shall
provide copies of all Company Required Consents obtained by the Company to CEI.

(i) No Breach, Etc. The Company shall not, and the Company shall not
permit any of the Company Subsidiaries to, voluntarily take any action that
would or is reasonably likely to result in a material breach of any provision of
this Agreement or in any of its representations and warranties set forth in this
Agreement being untrue on and as of the Closing Date.

(j) Tax-Exempt Status. The Company shall not, and the Company shall
not permit any of the Company Subsidiaries to, take any action that would likely
jeopardize the qualification of the Company's outstanding revenue bonds which
qualify on the date hereof under Section 142(a) of the Code as "exempt facility
bonds" or as tax-exempt pollution control bonds under Section 103(b) (4) of the
Internal Revenue Code of 1954, as amended, prior to the Tax Reform Act of 1986.

(k) Tax Matters. The Company shall not (i) make or rescind any
material express or deemed election relating to Taxes without the prior written
consent of CEI, which consent shall not be unreasonably withheld, (ii) settle or
compromise any material claim, action, suit, litigation, proceeding,
arbitration, investigation, audit or controversy relating to



Taxes without the prior written consent of CEI or (iii) change in any material
respect any of its methods of reporting income or deductions for federal income
tax purposes from those employed in the preparation of its federal income tax
return for the taxable year ending December 31, 1996, except as may be required
by applicable law.

(1) Capital Expenditures. Except (i) as required by law, or (ii) as
reasonably deemed necessary by the Company after consulting with CEI following a
catastrophic event, such as a major storm, the Company shall not, and the
Company shall not permit any of the Company Subsidiaries to, make capital
expenditures during any fiscal year in excess of 110% of the amount budgeted for
such fiscal year by the Company for capital expenditures.

(m) Indebtedness. The Company shall not, and the Company shall not
permit any of the Company Subsidiaries to, incur or guarantee any indebtedness
(including any debt borrowed or guaranteed or otherwise assumed including,
without limitation, the issuance of debt securities or warrants or rights to
acquire debt) or enter into any "keep well" or other agreement to maintain any
financial statement condition of another person or entity or enter into any
arrangement having the economic effect of any of the foregoing other than (i)
short-term indebtedness in the ordinary course of business consistent with past
practice (such as the issuance of commercial paper, the use of credit facilities
existing as of the date hereof or hedging activities undertaken in order to
hedge a balance sheet asset or liability and not for speculative purposes), (ii)
guarantees or "keep well" or other agreements in favor of wholly-owned
Subsidiaries (other than NORSTAR Management, Inc. and its Subsidiaries) in the
ordinary course of business consistent with past practice and not aggregating
more than $5 million, (iii) other indebtedness or "keep well" or other
agreements not aggregating more than $5 million, (iv) arrangements between the
Company and the wholly-owned Company Subsidiaries (other than NORSTAR
Management, Inc. and its Subsidiaries) or among the wholly-owned Company
Subsidiaries (other than NORSTAR Management, Inc. and its Subsidiaries), (v) in
connection with the refunding of existing long-term indebtedness at maturity or
at a lower cost of funds, (vi) in connection with the redemption of Company
Preferred Stock as set forth in Section 2.1(c), (vii) in connection with the
redemption of Company Preference Stock as set forth in Section 2.1(d), (viii) as
may be necessary in connection with capital expenditures permitted by Section
6.1(1).

(n) Compensation, Benefits. Except as may be required by applicable
law, the Company shall not, and the Company shall not permit any of the Company
Subsidiaries to, (i) enter into, adopt or amend or increase the amount or
accelerate the payment or vesting of any benefit or amount payable under, any
Company Plan or any other employee benefit plan or other contract, agreement,
commitment, arrangement, plan, trust, fund or policy maintained by, contributed
to or entered into by the Company or any of the Company Subsidiaries (other than
any adoption or amendment to, or change of, any Company Plan that, individually
or in the aggregate, does not result in any material expense to the Company and
the Company Subsidiaries taken as a whole); (ii) increase, or enter into any
contract, agreement, commitment or arrangement to increase in any manner, the
com-



pensation or fringe benefits, or otherwise to extend, expand or enhance the
engagement, employment or any related rights, of any director, officer or other
employee of the Company or any of the Company Subsidiaries, except for normal
promotion and compensation (including incentive compensation) increases and
hiring and discretionary award grants in the ordinary course of business that,
in the aggregate, do not result in a material increase in benefits or
compensation expense to the Company or any of the Company Subsidiaries; (iii)
enter into or amend any employment, severance, retention, consulting or special
pay arrangement with respect to the termination of employment or other similar
contract, agreement or arrangement with any director or officer or other
employee other than, with respect only to employees who are not officers or
directors, in the ordinary course of business consistent with past practice or
(iv) enter into any collective bargaining agreement or other labor union
contract or written agreement or amend in any material manner any such agreement
or contract to which the Company or any of the Company Subsidiaries is a party,
except as required by law, in which case the Company shall consult with CEI
prior to taking any required action.

(o) 1935 Act. The Company shall not, and the Company shall not permit
any of the Company Subsidiaries to engage in any activities which would cause a
change in its status, or that of the Company Subsidiaries, under the 1935 Act.

(p) Accounting. The Company shall not, and the Company shall not permit
any of the Company Subsidiaries to, make any changes in their accounting
methods, except as required by law, rule, regulation or GAAP.

(q) Affiliate Transactions. Subject to the other restrictions set forth
in this Section 6.1, the Company shall not permit any of the Company
Subsidiaries to, enter into any material agreement or arrangement with any of
their respective Affiliates (except wholly owned Subsidiaries other than NORSTAR
Management, Inc. and its Subsidiaries), on terms materially less favorable to
such party than could be reasonably expected to have been obtained with an
unaffiliated third-party on an arm's length basis.

(r) Rate Matters. Subject to applicable law, the Company shall, and
shall cause the Company Subsidiaries to, (i) discuss with CEI any changes in its
or the Company Subsidiaries' rates or the services it provides or charges (other
than pass-through fuel and gas rates or charges), standards of service or
accounting from those in effect on the date hereof, and obtain CEI's approval
prior to proposing, agreeing to or making any material changes with respect
thereto and (ii) subject to the preceding clause (i), consult with CEI prior to
making any filing (or any amendment thereto), or effecting any agreement,
commitment, arrangement or consent with governmental regulators, whether written
or oral, formal or informal, with respect thereto. The Company will consult with
CEI before making any filing to change its rates or the services it provides on
file with the FERC that would have a material adverse effect on the benefits
associated with the business combination provided for herein.



(s) Contracts. The Company shall not, and the Company shall not permit
any of the Company Subsidiaries to, except in the ordinary course of business
consistent with past practice, modify, amend, terminate, renew or fail to use
reasonable business efforts to renew any contract or agreement to which the
Company or the Company Subsidiary is a party, which is material to the Company
and the Company Subsidiaries taken as a whole, or waive, release or assign any
material rights or claims therein.

(t) Insurance. The Company shall, and shall cause the Company
Subsidiaries to, maintain with financially responsible insurance companies
insurance in such amounts and against such risks and losses as are customary for
companies engaged in the electric and gas utility industry and employing methods
of generating electric power and fuel sources similar to those methods employed
and fuels used by the Company or the Company Subsidiaries.

(u) Permits. The Company shall, and shall cause the Company Subsidiaries
to, use reasonable efforts to maintain in effect all existing governmental
permits which are material to the operations of the Company or the Company
Subsidiaries.

(v) Discharge of Liabilities. The Company shall not, and the Company
shall not permit any of the Company Subsidiaries to, pay, discharge, settle,
compromise or satisfy any claims, liabilities or obligations (absolute, accrued,
asserted or unasserted, contingent or otherwise) material to the Company and the
Company Subsidiaries taken as a whole, other than the payment, discharge,
settlement, compromise or satisfaction, in the ordinary course of business
consistent with past practice (which includes the payment of final and
unappealable judgments) or in accordance with their terms, of liabilities
reflected or reserved against in, or contemplated by, the most recent
consolidated financial statements (or the notes thereto) of the Company SEC
Reports filed prior to the date hereof, or incurred in the ordinary course of
business consistent with past practice.

Section 6.2 Covenants of CEI . After the date hereof and prior to the
Effective Time or earlier termination of this Agreement, CEI agrees as follows,
as to itself and to each of CEI Subsidiaries, except to the extent the Company
shall otherwise consent in writing, which decision regarding consent shall be
made as soon as reasonably practical:

(a) Cooperation, Notification. CEI shall (i) promptly advise the Company
of (A) any representation or warranty made by it contained in this Agreement
that is qualified as to materiality becoming untrue or inaccurate in any respect
or any such representation or warranty that is not so qualified becoming untrue
or inaccurate in any material respect and (B) the failure by it to comply in any
material respect with or satisfy in any material respect any covenant, condition
or agreement to be complied with or satisfied by it under this Agreement
(provided, however, that no such notification shall affect the representations,
warranties, covenants or agreements of the parties (or remedies with respect
thereto) or the conditions to the obligations of the parties under this
Agreement) and (ii) promptly provide the Company with copies of all filings made
by CEI or any of CEI Subsidiaries with



any state or federal court, administrative agency, commission or other
Governmental Authority in connection with this Agreement and the transactions
contemplated hereby.

(b) No Breach, Etc. CEI shall not and CEI shall not permit any of
the CEI Subsidiaries to, voluntarily take any action that would or is reasonably
likely to result in a material breach of any provision of this Agreement or in
any of its representations and warranties set forth in this Agreement being
untrue on and as of the Closing Date.

ARTICLE VII
ADDITIONAL AGREEMENTS

Section 7.1 Access to the Company's Information. Upon reasonable
notice, the Company shall, and shall cause the Company Subsidiaries to, afford
to the officers, directors, employees, accountants, counsel, investment bankers,
financial advisors and other representatives (collectively, " Representatives")
of CEI reasonable access, during normal business hours throughout the period
prior to the Effective Time, to all of its properties, books, contracts,
commitments and records (including, but not limited to, tax returns) and, during
such period, the Company shall, and shall cause the Company Subsidiaries to,
furnish promptly to CEI and its Representatives (i) access to each report,
schedule and other document filed or received by the Company or any of the
Company Subsidiaries pursuant to the requirements of federal or state securities
laws or filed with or sent to the SEC, the FERC, the Department of Justice, the
Federal Trade Commission, the New York Department of Environmental Conservation
or any other federal or state regulatory agency or commission and (ii) access to
all information concerning the Company, the Company Subsidiaries, and their
respective directors, officers and shareholders and such other matters as may be
reasonably requested by CEI or its Representatives in connection with any
filings, applications or approvals required or contemplated by this Agreement or
for any other reason related to the transactions contemplated by this Agreement.
Subject to obtaining customary indemnities, the parties shall promptly furnish
to each other such information as may be reasonably requested, including audited
financial statements and other financial information, and take such other action
as may be reasonably necessary and otherwise fully cooperate with each other in
the preparation of any registration statement under the Securities Act and other
documents necessary in connection with the issuance of securities (subject to
Section 6.1(c) and 6.1(m) in the case of issuances by the Company or any Company
Subsidiary). Each party shall, and shall cause its Subsidiaries and
Representatives to, hold in strict confidence all documents and information
concerning the other furnished to it in connection with the transactions
contemplated by this Agreement in accordance with the Confidentiality Agreement,
dated December 17, 1997, between the Company and CEI (the " Confidentiality
Agreement"). No review pursuant to this Section 7.1 shall have an effect for
the purpose of determining the accuracy of any representation or warranty given
by any of the parties hereto to any of the other parties hereto.



Section 7.2 Proxy Statement. The parties will prepare and file with
the SEC as soon as practicable after the date hereof the Proxy Statement. Each
of the parties hereto shall furnish all information concerning itself which is
required or customary for inclusion in the Proxy Statement. The information
provided by any party hereto for use in the Proxy Statement shall be true and
correct in all material respects without omission of any material fact which is
required to make such information not false or misleading. No representation,
covenant or agreement is made by any party hereto with respect to information
supplied by any other party for inclusion in the Proxy Statement. No filing of,
or amendment or supplement to, the Proxy Statement will be made by the Company
without providing CEI with the opportunity to review and comment thereon. If at
any time prior to the Effective Time any information relating to the Company or
CEI, or any of their respective Affiliates, officers or directors, should be
discovered by the Company or CEI which should be set forth in an amendment or
supplement to the Proxy Statement, so that the Proxy Statement would not include
any misstatement of a material fact or omit to state any material fact necessary
to make the statements therein, in light of the circumstances under which they
were made, not misleading, the party which discovers such information shall
promptly notify the other parties hereto and an appropriate amendment or
supplement describing such information shall be promptly filed with the SEC and,
to the extent required by law, disseminated to the stockholders of the Company.

Section 7.3 Regulatory Matters.

(a) HSR Filings. Each party hereto shall, as soon as practicable
after the date hereof, file or cause to be filed with the Federal Trade
Commission and the Department of Justice any notifications required to be filed
by their respective "ultimate parent" companies under the Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended (the " HSR Act"), and the rules
and regulations promulgated thereunder with respect to the transactions
contemplated hereby. Such parties will use their reasonable best efforts to
respond on a timely basis to any requests for additional information made by
either of such agencies.

(b) Other Regulatory Approvals. Each party hereto shall cooperate
and use its reasonable best efforts to promptly prepare and file all necessary
documentation and to effect all necessary applications, notices, petitions,
filings and other documents and use its reasonable best efforts to obtain all
necessary permits, consents, approvals and authorizations of all Governmental
Authorities necessary or advisable to obtain the Company Required Statutory
Approvals and CEI Required Statutory Approvals; provided, however, that the
Company shall not be required to take any action in connection with the
obtaining of such permits, consents, approvals and authorizations that would
have, or, insofar as reasonably can be foreseen, is likely to have, a Company
Material Adverse Effect and CEI shall not be required to take any action in
connection with the obtaining of such permits, consents, approvals and
authorizations that would have, or, insofar as reasonably can be



foreseen, is likely to have a CEI Material Adverse Effect or a Company Material
Adverse Effect.

(c) For each facility that is potentially an "industrial
establishment" (as that term is defined by the New Jersey Industrial Site
Recovery Act (" ISRA")) and is owned or operated by the Company or a Company
Subsidiary that is subject to ISRA as a result of this Agreement, the Company or
the Company Subsidiary that owns or operates such facility shall, prior to the
Closing Date, obtain a written determination from the New Jersey Department of
Environmental Protection that such facility is not an industrial establishment,
or that such facility is otherwise exempted or excluded from coverage under ISRA
(collectively a " non-applicability determination") and with respect to any
facility for which a non-applicability determination cannot be obtained, either
(1) obtain an approved Negative Declaration or No Further Action Letter (as such
terms are defined by ISRA); (ii) obtain an approved Remedial Action Workplan (as
such term is defined by ISRA); or (iii), if a Negative Declaration, No Further
Action Letter, or approved Remedial Action Workplan cannot be obtained prior to
the Closing Date, obtain and execute a Remediation Agreement permitting the
consummation of the transactions contemplated by this Agreement. The Company
shall provide to CEI all relevant correspondence, data and submissions to or
from the New Jersey Department of Environmental Protection.

Section 7.4 Approval of the Company Shareholders. The Company shall,
as soon as practicable after the date hereof (i) take all steps necessary to
duly call, give notice of, convene and hold a meeting of its shareholders (the "
Company Meeting") for the purpose of securing the Company Shareholders'
Approval, (ii) distribute to its shareholders the Proxy Statement in accordance
with applicable federal and state law and with its Restated Certificate of
Incorporation and by-laws, (iii) subject to Section 7.10, recommend to its
shareholders the approval of the Merger, this Agreement and the transactions
contemplated hereby and (iv) cooperate and consult with CEI with respect to each
of the foregoing matters. Without limiting the generality of the foregoing but
subject to its rights to terminate this Agreement pursuant to Section 9.1(g),
the Company agrees that its obligations pursuant to the first sentence of this
Section 7.4 shall not be affected by the commencement, public proposal, public
disclosure or communication to the Company of any Acquisition Proposal.



Section 7.5 Directors' and Officers' Indemnification.

(a) Indemnification. To the extent, if any, not provided by an
existing right of indemnification or other agreement or policy, from and after
the Effective Time, the Surviving Corporation shall, to the fullest extent
permitted by applicable law, indemnify, defend and hold harmless each person who
is now, or has been at any time prior to the date hereof, or who becomes prior
to the Effective Time, (x) an officer or director or (y) an employee covered as
of the date hereof (to the extent of the coverage extended as of the date
hereof) of any of the Company or any Company Subsidiary (each an " Indemnified
Party" and collectively, the " Indemnified Parties") against (i) all losses,
expenses (including reasonable attorney's fees and expenses), claims, damages or
liabilities or, subject to the first proviso of the next succeeding sentence,
amounts paid in settlement, arising out of actions or omissions occurring at or
prior to the Effective Time (and whether asserted or claimed prior to, at or
after the Effective Time) that are, in whole or in part, based on or arising out
of the fact that such person is or was a director, officer or employee of the
Company or any Company Subsidiary (the " Indemnified Liabilities"), and (ii) all
Indemnified Liabilities to the extent they are based on or arise out of or
pertain to the transactions contemplated by this Agreement, in each case, to the
extent permitted by Section 722(a) of the NYBCL. In the event of any such loss,
expense, claim, damage or liability (whether or not arising before the Effective
Time), (i) the Surviving Corporation shall pay the reasonable fees and expenses
of counsel selected by the Indemnified Parties, which counsel shall be
reasonably satisfactory to the Surviving Corporation, promptly after statements
therefor are received and otherwise advance to such Indemnified Party upon
request, reimbursement of documented expenses reasonably incurred, in either
case to the extent not prohibited by the NYBCL upon receipt of an undertaking by
or on behalf of such director or officer to repay such amounts as and to the
extent required by the NYBCL, (ii) the Surviving Corporation will cooperate in
the defense of any such matter and (iii) any determination required to be made
with respect to whether an Indemnified Party's conduct complies with the
standards set forth under the NYBCL and the certificate of incorporation or by-
laws of the Surviving Corporation shall be made by independent counsel mutually
acceptable to the Surviving Corporation and the Indemnified Party; provided,
however, that the Surviving Corporation shall not be liable for any settlement
effected without its written consent (which consent shall not be unreasonably
withheld) and provided further that no indemnification shall be made if such
indemnification is prohibited by the proviso to the first sentence of Section
721 of the NYBCL. The Indemnified Parties as a group may retain only one law
firm with respect to each related matter except to the extent that such law firm
would have, in the opinion of such law firm, under applicable standards of
professional conduct then prevailing under the laws of the State of New York, a
conflict of interest in representing any particular Indemnified Party.

(b) Insurance. For a period of six years after the Effective Time,
the Surviving Corporation shall cause to be maintained in effect policies of
directors and officers' liability insurance equivalent to those maintained by
the Company prior to the Effective Time



for the benefit of those persons who are currently covered by such policies on
terms no less favorable than the terms of such current insurance coverage.

(c) Successors. In the event the Surviving Corporation or any of its
successors or assigns (i) consolidates with or merges into any other person or
entity and shall not be the continuing or surviving corporation or entity of
such consolidation or merger or (ii) transfers all or substantially all of its
properties and assets to any person or entity, then and in either such case,
proper provisions shall be made so that the successors and assigns of the
Surviving Corporation, as applicable, shall assume the obligations set forth in
this Section 7.5.

(d) Survival of Indemnification. To the fullest extent permitted by
law, from and after the Effective Time, all rights to indemnification as of the
date hereof in favor of the employees, agents, directors and officers of the
Company and the Company Subsidiaries with respect to their activities as such
prior to the Effective Time, as provided in their respective certificates of
incorporation and by-laws in effect on the date hereof, or otherwise in effect
on the date hereof, shall survive the Merger and shall continue in full force
and effect for a period of not less than six years from the Effective Time.

(e) Benefit. The provisions of this Section 7.5 are intended to be for
the benefit of, and shall be enforceable by, each Indemnified Party, his or her
heirs and his or her representatives.

Section 7.6 Public Announcements. Subject to each party's disclosure
obligations imposed by law, the Company and CEI will cooperate with each other
in the development and distribution of all news releases and other public
information disclosures with respect to this Agreement or any of the
transactions contemplated hereby and shall not issue any public announcement or
statement with respect hereto or thereto without the consent of the other party
(which consent shall not be unreasonably withheld).

Section 7.7 Standstill Agreements; Confidentiality Agreements. Except
for the Company's ability to enter into, amend, modify, waive any provision of,
enforce and terminate, if necessary, the confidentiality agreements relating to
the sale of the generation assets, (i) during the period from the date of this
Agreement through the Effective Time, the Company shall not, and shall not
permit any Company Subsidiary, to terminate, amend, modify or waive any
provision of any confidentiality or standstill agreement to which it or any
Company Subsidiary is a party and (ii) during such period, the Company shall
enforce, to the fullest extent permitted under applicable law, the provisions of
any such agreement, including by obtaining injunctions to prevent any breaches
of such agreements and to enforce specifically the terms and provisions thereof
in any court of the United States of America or of any state having
jurisdiction.



Section 7.8 Employee Agreements and Workforce Matters.

(a) Certain Employee Agreements. CEI shall cause the Surviving
Corporation and its Subsidiaries to honor all collective bargaining agreements
in effect as of the date hereof, and, subject to Section 7.9, CEI shall cause
the Surviving Corporation and its Subsidiaries to honor all contracts,
agreements and commitments (including all Company Plans) of the Company as in
effect on the date hereof that apply to any current or former employee or
current or former director of the Company; provided, however, that this
undertaking is not intended to prevent CEI or the Surviving Corporation and its
Subsidiaries from exercising their rights with respect to such contracts,
agreements, collective bargaining agreements and commitments in accordance with
their terms, including, without limitation, any right to amend, modify, suspend,
revoke or terminate any such contract, agreement, collective bargaining
agreement or commitment or portion thereof.

(b) Workforce Matters. Subject to applicable law and obligations under
applicable collective bargaining agreements, for a period of 3 years following
the Effective Time, any reductions in workforce in respect of employees of the
Surviving Corporation and its Subsidiaries shall be made on a fair and equitable
basis as determined by the Surviving Corporation, without regard to whether
employment was with the Company or the Company Subsidiaries or CEI or CEI
Subsidiaries and with due consideration to prior experience and skills, and any
employee whose employment is terminated or job is eliminated during such period
shall be entitled to participate on a fair and equitable basis as determined by
CEI or the Surviving Corporation in the job opportunity and employment placement
programs offered by CEI or the Surviving Corporation or any of their
Subsidiaries for which they are eligible. Any workforce reductions carried out
following the Effective Time by the Surviving Corporation and its Subsidiaries
shall be done in accordance with all applicable collective bargaining agreements
and all laws and regulations governing the employment relationship and
termination thereof including, without limitation, the Worker Adjustment and
Retraining Notification Act and regulations promulgated thereunder, and any
comparable state or local law.

Section 7.9 Employee Benefit Plans.

(a) Service Credit. All service under any Company Plan that was
recognized, accrued or credited under such Company Plan immediately preceding
the Effective Time shall continue to be recognized, accrued or credited for all
relevant purposes under such Company Plan as of and at all times following the
Effective Time. Subject to obligations under applicable law and applicable
collective bargaining agreements, all employees of the Company and its
Subsidiaries who were employees immediately prior to the Effective Time (the "
Affected Employees") shall be given credit for all service with the Company or
its Subsidiaries (and service credited by the Company or such Subsidiary), to
the same extent as such service was credited for such purpose by the Company or
such Subsidiary, under (a) all employee benefit plans, programs and policies,
and fringe benefits of CEI or



the Surviving Corporation (if any) in which they first become participants on or
after the Effective Time, for purposes of eligibility and vesting but not for
benefit accrual purposes or eligibility for early retirement purposes under
defined benefit pension plans and not to the extent crediting such service would
result in duplication of benefits and (b) severance plans for purposes of
calculating the amount of each Affected Employee's severance benefits. To the
extent permissible under the terms thereof and required by applicable law, CEI
and the Surviving Corporation shall (i) waive all limitations as to preexisting
conditions exclusions and waiting periods with respect to participation and
coverage requirements applicable to the Affected Employees under any welfare
benefit plans that such employees may be eligible to participate in after the
Closing Date, other than limitations or waiting periods that are already in
effect with respect to such employees and that have not been satisfied as of the
Closing Date under any welfare benefit plan maintained for the Affected
Employees immediately prior to the Closing Date, and (ii) provide each Affected
Employee with credit for any co-payments and deductibles paid prior to the
Closing Date in satisfying any applicable deductible or out-of-pocket
requirements under any welfare plans that such employees are eligible to
participate in after the Closing Date. Nothing in this Section shall be deemed
to require the employment of any Affected Employee to be continued for any
particular period of time after the Closing Date.

(b) Continuation of Benefits. Subject to applicable law and obligations
under applicable collective bargaining agreements, CEI shall cause the Surviving
Corporation to maintain for a period of at least one year after the Closing
Date, without interruption, such employee compensation, welfare and benefit
plans, programs, policies and fringe benefits as will, in the aggregate, provide
benefits to the Affected Employees that are no less favorable than those
provided pursuant to such employee compensation, welfare and benefit plans,
programs, policies and fringe benefits of the Company and its Subsidiaries, as
in effect on the Closing Date; provided, however, that CEI shall cause the
Surviving Corporation to, for one year following the Closing Date, continue the
Company Severance Pay Plan (the " Severance Plan") in full force and effect to
the same extent that such Severance Plan is in effect on the Closing Date.

(c) Effect of the Merger. The consummation of the Merger shall not be
treated as a termination of employment of any Affected Employee for purposes of
any Company Plan.

(d) Continuation of Agreements. CEI shall cause the Surviving Corporation
to, as of the Closing Date, honor and be solely responsible for the employment,
severance, consulting and retention agreements set forth in Section 7.9 of the
Company Disclosure Schedule.

Section 7.10 No Solicitations by the Company.
(a) From and after the date hereof, (i) the Company will not, and will not

authorize or permit any of its Representatives to, directly or indirectly,
solicit, initiate or en-



courage (including by way of furnishing information) or take any other action to
facilitate knowingly any inquiries or the making of any proposal which
constitutes or may reasonably be expected to lead to an Acquisition Proposal (as
defined herein) from any person, or engage in any discussion or negotiations
relating thereto and (ii) neither the Board of Directors of the Company nor any
committee thereof shall (A) withdraw or modify, or propose publicly to withdraw
or modify, in a manner adverse to CEI, the approval or recommendation by such
Board of Directors or such committee of the Merger or this Agreement, (B)
approve or recommend, or propose publicly to approve or recommend, any
Acquisition Proposal, or (C) cause the Company or any Company Subsidiary to
enter into any letter of intent, agreement in principle, acquisition agreement
or other similar agreement (each, an " Acquisition Agreement") related to any
Acquisition Proposal; provided, however, that the Company may, at any time prior
to receipt of the Company Shareholders' Approval (the " Company Applicable
Period"), (i) in response to an Acquisition Proposal which was not solicited by
it or its Representatives and which did not otherwise result from a breach of
this Section 7.10, if the Board of Directors of the Company (x) reasonably
believes in good faith, after consultation with its financial advisors, that an
Acquisition Proposal may be a Superior Proposal (as defined herein) and (y)
determines in good faith, after consultation with its financial advisors and
outside counsel, that failing to take such action could reasonably be expected
to be a breach of its fiduciary duties to the Company's shareholders under
applicable law, and subject to providing prior written notice of its decision to
take such action to CEI (the "Company Notice") and compliance with Section
7.10(c), for a period of twenty business days following delivery of the Company
Notice, (1) furnish information with respect to the Company and its Subsidiaries
to any person making a Superior Proposal pursuant to a customary confidentiality
agreement (as determined by the Company after consultation with outside counsel)
and (2) participate in discussions or negotiations regarding such Superior
Proposal (provided, in each case, that the Company shall be permitted to deliver
only one Company Notice with respect to each person making an Acquisition
Proposal), (ii) comply with Rule 14e-2 promulgated under the Exchange Act with
regard to a tender or exchange offer (provided that, except in connection with a
termination of this Agreement pursuant to clause (iii) of this proviso, neither
the Company nor its Board of Directors nor any committee thereof shall withdraw
or modify, or propose publicly to withdraw or modify, its position with respect
to this Agreement or the Merger or approve or recommend, or propose publicly to
approve or recommend, an Acquisition Proposal), and/or (iii) in the event that
during the Company Applicable Period the Board of Directors of the Company
reasonably believes in good faith, after consultation with financial advisors
and outside counsel, (x) that it has received an Acquisition Proposal that
constitutes a Superior Proposal and (y) that failure to terminate this Agreement
and accept such Superior Proposal could reasonably be expected to be a breach of
its fiduciary duties to the Company's shareholders under applicable law, by
action of the Board of Directors of the Company (subject to this sentence and
Section 9.1(g)), terminate this Agreement (and, following the exercise of such
termination right, withdraw or modify in any adverse manner its approval or
recommendation of this Agreement or the Merger, and approve or recommend any
merger, consolidation, business combination, recapitalization, liquidation,
dissolution or similar transaction involving the Company or any such Company
Subsidiary, other than the transactions contemplated by this Agreement),



but only at a time that is during the Company Applicable Period and is after the
third business day following CEI's receipt of written notice advising CEI that
the Board of Directors of the Company is prepared to accept a Superior Proposal,
specifying the material terms and conditions of such Superior Proposal and
identifying the person making such Superior Proposal. The Company shall
immediately cease and terminate any existing solicitation, initiation,
encouragement, activity, discussion or negotiation with any persons conducted
heretofore by the party or its Representatives with respect to the foregoing.

(b) As used herein, (i) "Acquisition Proposal" shall mean any inquiry,
proposal or offer from any person relating to any direct or indirect acquisition
or purchase of a business (a " Material Business") that constitutes 15% or more
of the net revenues, net income or the assets (including equity securities) of
the Company and the Company Subsidiaries, taken as a whole, or 15% or more of
any class of voting securities of the Company or any Company Subsidiary owning,
operating or controlling a Material Business, any tender offer or exchange offer
that if consummated would result in any person beneficially owning 15% or more
of any class of voting securities of the Company or any such Company Subsidiary,
or any merger, consolidation, business combination, recapitalization,
liquidation, dissolution or similar transaction involving the Company or any
such Company Subsidiary, other than the transactions contemplated by this
Agreement; provided, however, that no transaction permitted pursuant to Section
6.1(f) shall be deemed an Acquisition Proposal for any purpose and (ii) a "
Superior Proposal" shall mean any proposal made by a third party to acquire,
directly or indirectly, including pursuant to a tender offer, exchange offer,
merger, consolidation, business combination, recapitalization, liquidation,
dissolution or similar transaction, for consideration consisting of cash and/or
securities, more than 50% of the combined voting power of the shares of Company
Common Stock then outstanding or all or substantially all the assets of the
Company which the Board of Directors of the Company determines in its good faith
judgment (based on the written advice of a financial advisor of nationally
recognized reputation) to be more favorable to the Company's shareholders
(taking into account any changes to the financial terms of this Agreement
proposed by CEI in response to such proposal and all financial and strategic
considerations, including relevant legal, financial, regulatory and other
aspects of the proposal and the third party making such proposal and the
conditions and the prospects for completion of such proposal, the strategic
direction and benefits sought by the Company and any changes to this Agreement
proposed by CEI in response to such proposal) than the Merger and the other
transactions contemplated by this Agreement.

(c) The Company shall promptly advise CEI orally and in writing of the
receipt of any Superior Proposal and of the receipt of any inquiry with respect
to or which the Company reasonably believes could lead to any Superior Proposal.
The Company shall promptly advise CEI orally and in writing of the identity of
the person making any such Superior Proposal or inquiry and of the material
terms of any such Superior Proposal and of any material changes thereto.



Section 7.11 Board of Directors; Advisory Board. The Board of Directors
of CEI will take such action as may be necessary (including increasing the size
of the Board of Directors of CEI) to appoint to the Board of Directors of CEI
after the Effective Time, effective at the Effective Time, one person selected
by the Nominating Committee of CEI, who (i) is a member of the Board of
Directors of the Company as of the date hereof, (ii) is willing to serve on the
Board of Directors of CEI and (iii) would be eligible under CEI's by-laws and
applicable resolutions of CEI's Board of Directors to be so nominated for
election to the Board of Directors of CEI at the next annual meeting of CEI
following the Effective Time. At the Effective Time, CEI shall cause the
Surviving Corporation to establish an advisory board that will consist of
approximately equal numbers of individuals designated by the Company and
designated by CEI, which advisory board will provide advice and input regarding
the implementation of the Merger and the ongoing operations of the Surviving
Corporation.

Section 7.12 Post-Merger Operations.

(a) Corporate Offices. The Surviving Corporation shall maintain a
subsidiary office at a Rockland County, New York location, as the headquarters
of the Company subsidiary for three years following the Merger.

(b) Charities. The parties agree that provision of charitable
contributions and community support in the service areas of the Company and the
Company Subsidiaries serves a number of important goals. After the Effective
Time, CEI shall cause the Surviving Corporation to provide, directly or
indirectly, charitable contributions and community support within the service
areas of the Company and each of the Company utility Subsidiaries at levels
substantially comparable to and no less than the levels of charitable
contributions and community support provided by the Company and the Company
utility Subsidiaries within their service areas within the two-year period
immediately prior to the Effective Time.

Section 7.13 Expenses. Subject to Section 9.3, all costs and expenses
incurred in connection with this Agreement and the transactions contemplated
hereby shall be paid by the party incurring such expenses, except that each of
CEI and the Company shall bear and pay one-half of the costs and expenses
incurred for the filings of the premerger notification and report forms under
the HSR Act (including filing fees) and for expert witnesses retained for the
purpose of advising and supporting joint regulatory filings.

Section 7.14 Further Assurances. Each party will, and will cause its
Subsidiaries to, execute such further documents and instruments and take such
further actions as may reasonably be requested by any other party in order to
consummate the Merger in accordance with the terms hereof, including the
defending of any lawsuits or other legal proceedings, whether judicial or
administrative, challenging this Agreement or the consummation of the
transactions contemplated by this Agreement, including seeking to have any stay
or temporary restraining order entered by any court or other Governmental
Authority vacated or reversed.



Section 7.15  Shareholder Litigation. Each of the Company and CEI
shall give the other the reasonable opportunity to participate in the defense of
any shareholder litigation against the Company or CEI, as applicable, or any of
their respective directors relating to the transactions contemplated by this
Agreement.

ARTICLE VIII
CONDITIONS

Section 8.1 Conditions to Each Party's Obligation to Effect the
Merger. The respective obligations of each party to effect the Merger shall be
subject to the satisfaction on or prior to the Closing Date of the following
conditions, except, to the extent permitted by applicable law, that such
conditions may be waived in writing pursuant to Sections 9.5 and 9.6 by the
joint action of the parties hereto:

(a) Shareholder Approvals. The Company Shareholders' Approval shall
have been obtained.

(b) No Injunction. No temporary restraining order or preliminary or
permanent injunction or other order by any federal or state court preventing
consummation of the Merger shall have been issued and be continuing in effect,
and the Merger and the other transactions contemplated hereby shall not have
been prohibited under any applicable federal or state law or regulation.

(c) Statutory Approvals. The Company Required Statutory Approvals
and CEI Required Statutory Approvals shall have been obtained at or prior to the
Effective Time and such approvals shall have become Final Orders (as defined
below). A " Final Order" means action by the relevant regulatory authority which
has not been reversed, stayed, enjoined, set aside, annulled or suspended, with
respect to which any waiting period prescribed by law before the transactions
contemplated hereby may be consummated has expired, and as to which all
conditions to the consummation of such transactions prescribed by law,
regulation or order have been satisfied.

Section 8.2 Conditions to Obligation of CEI to Effect the Merger.
The obligation of CEI to effect the Merger shall be further subject to the
satisfaction, on or prior to the Closing Date, of the following conditions,
except as may be waived by CEI in writing pursuant to Sections 9.5 and 9.6:

(a) Performance of Obligations of the Company. The Company (and/or
its appropriate Subsidiaries) will have performed in all material respects its
agreements and covenants contained in or contemplated by this Agreement which
are required to be performed by it at or prior to the Effective Time.



(b) Representations and Warranties. The representations and
warranties of the Company set forth in this Agreement shall be true and correct
(1) on and as of the date hereof and (ii) on and as of the Closing Date with the
same effect as though such representations and warranties had been made on and
as of the Closing Date (except for representations and warranties that expressly
speak only as of a specific date or time which need only be true and correct as
of such date or time) except in each of cases (i) and (ii) for such failures of
representations or warranties to be true and correct (without giving effect to
any materiality qualification or standard contained in any such representations
and warranties) which, individually or in the aggregate, would not have a
Company Material Adverse Effect.

(c) Closing Certificates. CEI shall have received a certificate
signed by the chief financial officer of the Company, dated the Closing Date, to
the effect that, to the best of such officer's knowledge, the conditions set
forth in Section 8.2(a) and Section 8.2(b) have been satisfied.

(d) Company Material Adverse Effect. No Company Material Adverse
Effect shall have occurred and there shall exist no fact or circumstance which
would have a Company Material Adverse Effect.

(e) Company Required Consents. The Company Required Consents the
failure of which to obtain would have a Company Material Adverse Effect shall
have been obtained.

(f) Statutory Approvals. The Company Required Statutory Approvals and
CEI Required Statutory Approvals shall have been obtained and shall have become
Final Orders and such Final Orders shall not impose terms or conditions, which,
individually or in the aggregate, would have (i) a Company Material Adverse
Effect or (ii) a CEI Material Adverse Effect.

(9) Redemption of Company Preference Stock. The Company shall have
redeemed all outstanding shares of Company Preference Stock in accordance with
the provisions of Section 2.1(d).

Section 8.3 Conditions to Obligation of the Company to Effect the
Merger. The obligation of the Company to effect the Merger shall be further
subject to the satisfaction, on or prior to the Closing Date, of the following
conditions, except as may be waived by the Company in writing pursuant to
Sections 9.5 and 9.6:

(a) Performance of Obligations of CEI. CEI (and/or its appropriate
Subsidiaries) will have performed in all material respects its agreements and
covenants contained in or contemplated by this Agreement which are required to
be performed by it at or prior to the Effective Time.



(b) Representations and Warranties. The representations and
warranties of CEI set forth in this Agreement shall be true and correct (i) on
and as of the date hereof and (ii) on and as of the Closing Date with the same
effect as though such representations and warranties had been made on and as of
the Closing Date (except for representations and warranties that expressly speak
only as of a specific date or time which need only be true and correct as of
such date or time) except in each of cases (i) and (ii) for such failures of
representations or warranties to be true and correct (without giving effect to
any materiality qualification or standard contained in any such representations
and warranties) which, individually or in the aggregate, would not have a CEI
Material Adverse Effect.

(c) Closing Certificates. The Company shall have received a
certificate signed by the chief financial officer of CEI, dated the Closing
Date, to the effect that, to the best of such officer's knowledge, the
conditions set forth in Section 8.3(a) and Section 8.3(b) have been satisfied.

ARTICLE IX
TERMINATION, AMENDMENT AND WAIVER

Section 9.1 Termination. This Agreement may be terminated at any
time prior to the Closing Date, whether before or after the Company
Shareholders' Approval contemplated by this Agreement:

(a) by mutual written consent of the Company and CEI;

(b) by CEI or the Company, if any state or federal law, order, rule
or regulation is adopted or issued, which has the effect, as supported by the
written opinion of outside counsel for such party, of prohibiting the Merger, or
by any party hereto if any court of competent jurisdiction in the United States
or any state shall have issued an order, judgment or decree permanently
restraining, enjoining or otherwise prohibiting the Merger, and such order,
judgment or decree shall have become final and nonappealable;

(c) by CEI or the Company, by written notice to the other party, if
the Effective Time shall not have occurred on or before November 30, 1999 (the "
Initial Termination Date"); provided, however, that the right to terminate the
Agreement under this Section 9.1(c) shall not be available to any party whose
failure to fulfill any obligation under this Agreement has been the cause of, or
resulted in, the failure of the Effective Time to occur on or before this date;
and provided, further, that if on the Initial Termination Date the conditions to
the Closing set forth in Sections 8.1(c) and/or 8.2(f) shall not have been
fulfilled but all other conditions to the Closing shall be fulfilled or shall be
capable of being fulfilled, then the Initial Termination Date shall be extended
to May 31, 2000;



(d) by CEI or the Company, by written notice to the other, if the
Company Shareholders' Approval shall not have been obtained at a duly held
Company Meeting, including any adjournments thereof;

(e) by CEI, by written notice to the Company, if there shall have
been any breach of any representation or warranty, or any breach of any covenant
or agreement of the Company hereunder, which breaches individually or in the
aggregate would have a Company Material Adverse Effect, and such breach shall
not have been remedied within 20 business days after receipt by the Company of
notice in writing from CEI, specifying the nature of such breach and requesting
that it be remedied or CEI shall not have received adequate assurance of a cure
of such breach within such 20 business-day period;

(f) by the Company, by written notice to CEI, if there shall have
been any breach of any representation or warranty, or any breach of any covenant
or agreement of CEI hereunder, which breaches individually or in the aggregate
would have a CEI Material Adverse Effect, and such breach shall not have been
remedied within 20 business days after receipt by CEI of notice in writing from
the Company, specifying the nature of such breach and requesting that it be
remedied or the Company shall not have received adequate assurance of a cure of
such breach within such 20 business-day period;

(g) by the Company, in accordance with clause (iii) of the proviso to
the first sentence of Section 7.10(a); provided that, in order for the
termination of this Agreement pursuant to this paragraph (g) to be deemed
effective, the Company shall have complied with all provisions of Section 7.10,
including the notice provisions therein, and with the applicable requirements,
including the payment of the Termination Fee (as defined in Section 9.3(a)), of
Section 9.3;

Section 9.2 Effect of Termination. In the event of termination of
this Agreement by either the Company or CEI pursuant to Section 9.1 there shall
be no liability on the part of either the Company or CEI or their respective
officers or directors hereunder, except that Section 7.13, Section 9.2 and
Section 9.3, the agreement contained in the next to last sentence of Section
7.1, Section 10.2 and Section 10.8 shall survive the termination.

Section 9.3 Termination Fee; Expenses.

(a) Termination Fee Payable by the Company. If this Agreement (i) is
terminated by the Company pursuant to Section 9.1(g) or (ii) is terminated by
the Company or CEI pursuant to Section 9.1(d) as a result of the Company
Shareholders' Approval not being obtained and at or prior to the Company Meeting
(or any subsequent meeting of the Company's shareholders at which it is proposed
that the Merger be approved) there shall have been an Acquisition Proposal
(whether or not conditional and whether or not such offer shall have been
rejected or shall have been withdrawn prior to the time of such termination or
of the meeting) and, solely in the case of any termination described in this
clause (ii) of this paragraph (a), within two and one-half years of such
termination the Company or any Com-



pany Subsidiary enters into any Acquisition Agreement or consummates any
Acquisition Proposal (provided, that for the purposes of this Section 9.3(a)(ii)
the terms " Acquisition Agreement" and " Acquisition Proposal" shall have the
meanings assigned to such terms in Section 7.10 except that the references to
"15%" in the definition of "Acquisition Proposal" in Section 7.10 shall be
deemed to be references to "35%"), then, in each case, the Company shall
immediately pay to CEI by wire transfer of same day funds a termination fee
equal to $25 million in cash (the " Termination Fee").

(b) Payment of Expenses. If this Agreement is terminated pursuant to
Section 9.1(d) or 9.1(e), then the Company shall promptly (but not later than
ten business days after receiving notice of termination) pay to CEI in cash by
wire transfer of same day funds an amount equal to all documented out-of-pocket
expenses and fees incurred by CEI (including, without limitation, fees and
expenses payable to all legal, accounting, financial, and other professionals
arising out of, in connection with or related to the transactions contemplated
by this agreement) not in excess of $5 million. If this Agreement is terminated
pursuant to Section 9.1(f), then CEI shall promptly (but not later than ten
business days after receiving notice of termination), pay to the Company in cash
by wire transfer of same day funds an amount equal to all documented out-of-
pocket expenses and fees incurred by the Company (including, without limitation,
fees and expenses payable to all legal, accounting, financial, and other
professionals arising out of, in connection with or related to the transactions
contemplated by this agreement) not in excess of $5 million. The Company and
CEI each agree that notwithstanding any provisions in this Agreement to the
contrary, including Section 9.2, each of the Company and CEI retain their
remedies at law or in equity with respect to breaches of this Agreement and that
no termination which results from the breach by a party of any of its
representations, warranties, covenants or agreements set forth in this Agreement
shall relieve such party of any liability or damages, including any such case in
which a Termination Fee is, or any expenses of CEI or the Company in connection
with the transactions contemplated by this Agreement are, payable pursuant to
this Section 9.3 to CEI or the Company, as the case may be (the " Injured
Party"), to the extent any such liability or damage suffered by the Injured
Party exceeds the amount of any Termination Fee and/or any expenses payable
pursuant to this Section 9.3 to the Injured Party.

(c) Expenses. The parties agree that the agreements contained in this
Section 9.3 are an integral part of the transactions contemplated by this
Agreement and constitute liquidated damages and not a penalty. Notwithstanding
anything to the contrary contained in this Section 9.3, if one party fails to
promptly pay to the other any fees or expenses due under Sections 9.3(a) or (b),
in addition to any amounts paid or payable pursuant to such sections, the
defaulting party shall pay the costs and expenses (including legal fees and
expenses) in connection with any action, including the filing of any lawsuit or
other legal action, taken to collect payment, together with interest on the
amount of any unpaid fees or expenses at the publicly announced prime rate of
The Chase Manhattan Bank from the date such fees or expenses were required to be
paid.



Section 9.4 Amendment. This Agreement may be amended by the Boards of
Directors of the parties hereto, at any time before or after the Company
Shareholders' Approval and prior to the Effective Time, but after the Company
Shareholders' Approval, no such amendment which under applicable law would
require the further approval of the Company's shareholders shall be made without
obtaining such approval. This Agreement may not be amended except by an
instrument in writing signed on behalf of each of the parties hereto.

Section 9.5 Waiver. At any time prior to the Effective Time, the parties
hereto may (a) extend the time for the performance of any of the obligations or
other acts of the other parties hereto, (b) waive any inaccuracies in the
representations and warranties contained herein or in any document delivered
pursuant hereto and (c) subject to the first sentence of Section 9.4, waive
compliance with any of the agreements or conditions contained herein, to the
extent permitted by applicable law. Any agreement on the part of a party hereto
to any such extension or waiver shall be valid only if set forth in an
instrument in writing signed on behalf of such party. The failure of any party
to this Agreement to assert any of its rights under this Agreement or otherwise
shall not constitute a waiver of such rights.

Section 9.6 Procedure for Termination, Amendment, Extension or Waiver. A
termination of this Agreement pursuant to Section 9.1, an amendment of this
Agreement pursuant to Section 9.4 or an extension or waiver pursuant to Section
9.5 shall, in order to be effective, require, in the case of the Company or CEI,
action by its Board of Directors, or a duly authorized committee of its Board of
Directors to the extent permitted by law.

ARTICLE X
GENERAL PROVISIONS

Section 10.1 Non-Survival; Effect of Representations and
Warranties. No representations or warranties in this Agreement shall survive
the Effective Time.

Section 10.2 Brokers. The Company represents and warrants that,
except for DLJ, whose fees have been disclosed to CEI prior to the date hereof,
no broker, finder or investment banker is entitled to any brokerage, finder's or
other fee or commission in connection with the Merger or the transactions
contemplated by this Agreement based upon arrangements made by or on behalf of
the Company. The Company has made available to CEI prior to the execution of
this Agreement a copy of the engagement letter of DLJ and, other than as set
forth in such engagement letter, has no understanding or agreement with DLJ
regarding any fees or expenses in connection with the Merger or the transactions
contemplated by this Agreement. CEI represents and warrants that, except for
Salomon Smith Barney, no broker, finder or investment banker is entitled to any
brokerage, finder's or other



fee or commission in connection with the Merger or the transactions contemplated
by this Agreement based upon arrangements made by or on behalf of CEI.

Section 10.3 Notices. All notices and other communications hereunder
shall be in writing and shall be deemed given (a) when delivered personally, (b)
when sent by reputable overnight courier service, or (c) when telecopied (which
is confirmed by copy sent within one business day by a reputable overnight
courier service) to the parties at the following addresses (or at such other
address for a party as shall be specified by like notice):

(i) If to the Company, to
Orange and Rockland Utilities, Inc.

One Blue Hill Plaza
Pearl River, New York 10965

Attn: D. Louis Peoples
Telecopy: (914) 577-6910
(914) 352-6000
with a copy to
Skadden, Arps, Slate, Meagher & Flom LLP
919 Third Avenue
New York, New York 10022

Attn: Sheldon Adler, Esg.

Telecopy: (212) 735-2000
Telephone: (212) 735-3000

and
(ii) if to CEI, to
Consolidated Edison, Inc.
4 Irving Place

New York, New York 10003

Attn: Mr. Kevin Burke
John D. McMahon, Esq.

Telecopy: (212) 677-0601
Telephone: (212) 460-1110



with a copy to

Cravath, Swaine & Moore

825 Eighth Avenue

New York, New York 10019

Attn: George W. Bilicic, Jr., Esq.

Telecopy: (212) 474-3700



Telephone: (212) 474-1000

Section 10.4 Miscellaneous. This Agreement (including the documents
and instruments referred to herein) and the Confidentiality Agreement (other
than paragraph 11 thereof relating to the parties' standstill obligations) (a)
constitutes the entire agreement and supersedes all other prior agreements and
understandings, both written and oral, among the parties, or any of them, with
respect to the subject matter hereof (including paragraph 11 of the
Confidentiality Agreement relating to the parties' standstill obligations) other
than the agreement between the Company and CECONY with respect to the
divestiture of their respective interests in the Bowline Point Generating
Station, (b) shall not be assigned by operation of law or otherwise and (c)
shall be governed by and construed in accordance with the laws of the State of
New York applicable to contracts executed in and to be fully performed in such
State, without giving effect to its conflicts of law rules or principles. The
Company hereby waives the restrictions applicable to CEI pursuant to paragraph
11 of the Confidentiality Agreement relating to the parties' standstill
obligations provided, however that such waiver shall lapse and the provisions of
paragraph 11 of the Confidentiality Agreement will be binding on CEI if (i) this
Agreement is terminated by CEI and (ii) the Termination Fee is required to be
paid pursuant to Section 9.3(a) to CEI (subject, in such case, to payment of the
Termination Fee). If any term or other provision of this Agreement is invalid,
illegal or incapable of being enforced by any rule of law or public policy, all
other conditions and provisions of this Agreement shall nevertheless remain in
full force and effect. Upon such determination that any term or other provisions
is invalid, illegal or incapable of being enforced, the parties hereto shall
negotiate in good faith to modify this Agreement so as to effect the original
intent of the parties as closely as possible to the fullest extent permitted by
applicable law in an acceptable manner to the end that the transactions
contemplated hereby are fulfilled to the extent possible.

Section 10.5 Interpretation. When a reference is made in this
Agreement to Sections or Exhibits, such reference shall be to a Section or
Exhibit of this Agreement, respectively, unless otherwise indicated. The table
of contents and headings contained in this Agreement are for reference purposes
only and shall not affect in any way the meaning or interpretation of this
Agreement. Whenever the words "include," "includes" or "including" are used in
this Agreement, they shall be deemed to be followed by the words "without
limitation." The words "hereof", "herein" and "hereunder" and words of similar
import when used in this Agreement shall refer to this Agreement as a whole and
not to any particular provision of this Agreement.

Section 10.6  Counterparts; Effect. This Agreement may be executed
in one or more counterparts, each of which shall be deemed to be an original,
but all of which shall constitute one and the same agreement and each of which
shall only become effective when one or more counterparts have been signed by
each party and delivered to the other parties.



Section 10.7 Parties' Interest; No Third Party Beneficiaries. This
Agreement shall be binding upon and inure solely to the benefit of each party
hereto, and, except for rights of Indemnified Parties as set forth in Section
7.5, nothing in this Agreement, express or implied, is intended to confer upon
any other person any rights or remedies of any nature whatsoever under or by
reason of this Agreement.

Section 10.8 wWaiver of Jury Trial. Each party to this Agreement
waives, to the fullest extent permitted by applicable law, any right it may have
to a trial by jury in respect of any action, suit or proceeding arising out of
or relating to this Agreement.

Section 10.9 Enforcement. The parties agree that irreparable damage
would occur in the event that any of the provisions of this Agreement were not
performed in accordance with their specific terms or were otherwise breached.

It is accordingly agreed that the parties shall be entitled to an injunction or
injunctions to prevent breaches of this Agreement and to enforce specifically
the terms and provisions of this Agreement in any court of the United States
located in the Borough of Manhattan in the City of New York or, if such court
does not have jurisdiction, in any New York state court located in the Borough
of Manhattan in the City of New York, this being in addition to any other remedy
to which they are entitled at law or in equity. In addition, each of the
parties hereto (a) consents to submit itself to the personal jurisdiction of any
federal court located in the Borough of Manhattan in the City of New York or, if
such court does not have jurisdiction, any New York state court located in the
Borough of Manhattan in the City of New York in the event any dispute arises out
of this Agreement or any of the transactions contemplated by this Agreement, (b)
agrees that it will not attempt to deny such personal jurisdiction by motion or
other request for leave from any such court and (c) agrees that it will not
bring any action relating to this Agreement or any of the transactions
contemplated by this Agreement in any court other than a federal court located
in the Borough of Manhattan in the City of New York or, if such court does not
have jurisdiction, any New York state court located in the Borough of Manhattan
in the City of New York.



IN WITNESS WHEREOF, each of the Company, CEI and the Merger Subsidiary
have caused this Agreement to be signed by their respective officers thereunto
duly authorized as of the date first written above.

Orange and Rockland Utilities, Inc.

By: /s/ D. L. Peoples

Name: Denton Louis Peoples
Title: Vice Chairman and Chief Executive Officer

Consolidated Edison, Inc.

By: /s/ Joan S. Freilich

Name: Joan S. Freilich
Title: Executive Vice President and Chief
Financial Officer

C Acquisition Corp.

By:/s/ Kevin Burke

Name: Kevin Burke
Title: President
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Consolidated Edison Company of )
New York, Inc. and Orange and
Rockland Utilities, Inc. ) Docket No. EC98- -000

APPLICATION OF CONSOLIDATED EDISON COMPANY

OF NEW YORK, INC. AND ORANGE AND ROCKLAND
UTILITIES, INC. AND ITS JURISDICTIONAL SUBSIDIARIES
FOR APPROVAL OF MERGER AND RELATED AUTHORIZATIONS

I. INTRODUCTION

Pursuant to section 203 of the Federal Power Act ("FPA"),/1/ and part
33 of the regulations of the Federal Energy Regulatory Commission ("FERC" or
"Commission"),/2/ Consolidated Edison Company of New York, Inc. ("Con Edison"),
a wholly-owned subsidiary of Consolidated Edison, Inc. ("CEI"), and Orange and
Rockland Utilities, Inc. ("Orange and Rockland"), on behalf of itself and its
wholly-owned jurisdictional utility subsidiaries (collectively, the
"Applicants"), submit this Application for the Commission's approval of CEI's
stock purchase acquisition of Orange and Rockland (the "Merger") and for related
authorizations. The Applicants' schedule provides for consummation of the Merger
on or about March 31, 1999. This Application includes all information and
exhibits required pursuant to part 33 of the Commission's regulations and the
Commission's December 1996

/1/ 16 U.S.C. (S) 824b (1994).

/2/ 18 C.F.R. (S) 33 (1998).



Merger Policy Statement ("Policy Statement")./3/ The Agreement and Plan of
Merger, dated as of May 10, 1998 (the "Merger Agreement"), is included in
Exhibit H.

Pursuant to the Merger Agreement, Orange and Rockland will merge with
a special purpose subsidiary wholly owned by CEI. Orange and Rockland will
survive the Merger and retain its existing subsidiaries. Orange and Rockland
shall thereafter continue its operations as a wholly-owned subsidiary of CEI
separate from CEI's wholly-owned public utility subsidiary, Con Edison.

As demonstrated in this Application and accompanying testimony and
exhibits, the Merger is consistent with the public interest. Moreover, the
Merger is consistent with the current restructuring of the electric utility
industry, including state-level retail choice proposals and the Commission's
Independent System Operator ("ISO") policies. Accordingly, the Applicants
respectfully request that the Commission promptly approve the Merger, without a
hearing,/4/ and issue all other necessary related authorizations./5/

/3/ Inquiry Concerning the Commission's Merger Policy Under the Federal
Power Act: Policy Statement, Order No. 592, Docket No. RM96-6-000, 61 Fed. Reg.
68,595 (Dec. 30, 1996), III FERC Stats. & Regs., Regulations Preambles (P)
31,044 (1996) ("Policy Statement").

/4/ If a hearing is ordered, the Applicants respectfully request that the
Commission limit the hearing to specifically identified issues and conduct it
under procedures that will allow the Commission to issue its final order
sufficiently in advance of the expected March 31, 1999 closing date.

/5/ The Applicants are concurrently filing with this Application: (1) a
joint open access transmission tariff ("joint OATT") that will provide access to
the transmission facilities of Con Edison and Orange and Rockland at single
system rates and under terms and conditions consistent with the pro forma tariff
set forth in Order No. 888 and modified in Order Nos. 888-A and 888-B; Promoting
Wholesale Competition Through Open Access Non-Discriminatory Transmission
Services by Public Utilities and Recovery of Stranded Costs by Public Utilities
and Transmitting Utilities, Order No. 888, 61 Fed. Reg. 21,540 (May 10, 1996),
[Regs. Preambles 1991-1996] FERC Stats. & Regs. (P) 31,036 (1996), order on
reh'g, Order No. 888-A, 62 Fed. Reg. 12,274 (Mar. 14, 1997), III FERC Stats. &
Regs. (P) 31,048 (1997), order on reh'g, Order No. 888-B, 62 Fed. Reg. 64,688
(Dec. 9,

(Continued...)



II. EXECUTIVE SUMMARY

The Applicants expect the Merger to produce significant benefits
resulting from operating efficiencies, mostly in the administrative areas of the
companies, and economies of scale. The combined resources of Con Edison and
Orange and Rockland will contribute to overall business success in many areas,
including utility operations, product development, and corporate services. The
Merger is expected to lower the costs of providing energy and related services
when compared to the stand-alone costs of Con Edison and Orange and Rockland,
and will improve the efficiency of the combined companies by increasing the
customer base and providing synergies.

In accordance with the Policy Statement, this Application, together
with the supporting testimony and exhibits, demonstrate that the Merger will not
create anticompetitive effects, increase customer rates, or impair the
effectiveness of regulation.

A. THE MERGER WILL NOT ADVERSELY AFFECT COMPETITION

Orange and Rockland is a relatively small utility that has agreed to
divest all of its owned generation. 1Its divestiture plan has been approved by
the New York Public Service Commission ("NYPSC"), and its auction process is
already under way, with winning bidders to be selected on or about October 15,
1998. Because CEI is acquiring a company (Orange and Rockland) that is
divesting all of its owned generation, the Merger will not increase
concentration in generation. Thus, it will have no adverse effect on
competition for

1997), 81 FERC (P) 61,248 (1997), order on reh'g, Order No. 888-C, 82

FERC (P) 61,046 (1998) (together, "Order No. 888"); and (2) revised Standards of
Conduct for Orange and Rockland consistent with the Commission's Order No. 889
and promulgated as Rule 37.4, 18 C.F.R. (S) 37.4 (1998).

3



sales of electricity. Moreover, the Merger is taking place in an environment of
decreasing concentration and increasing competition in generation. The fact that
Con Edison also is divesting essentially all of its non-nuclear generation
facilities and that both Orange and Rockland and Con Edison will be participants
in the New York ISO ("NYISO") supports the conclusion that the Merger will not
harm competition.

1. HORIZONTAL EFFECTS

The Applicants applied the merger screening criteria set forth in

Appendix A to the Policy Statement to several scenarios -- each making a
different assumption about the timing of the Merger closing vis-a-vis the
completion of Orange and Rockland's and Con Edison's generation divestitures.
Applicants also analyzed the capacity market that will exist under the NYISO
rules. The results demonstrate that after the Orange and Rockland generation
divestiture, expected to be completed by May 31, 1999, the Merger passes the
Commission's screening criteria by an ample margin even if the Con Edison
generation divestiture has not yet occurred.

To the extent that the Merger closes before Orange and Rockland's
generation divestiture is completed, the screening criteria for Total and
Uncommitted Capacity are met; however, the screening criteria for Economic and
Available Capacity would be exceeded by a modest amount in some periods. The
Applicants' analysis demonstrates that they will not possess the ability or the
incentive to exercise market power in the event that there is a brief interim
period prior to Orange and Rockland's divestiture. Nonetheless, to eliminate
any possible market power concerns, the Applicants have proposed interim
mitigation measures to be in effect in the event that there is a brief interval
between the Merger closing and the



completion of Orange and Rockland's generation divestiture. This interim period
is expected to be only two months.

2. INTERIM MITIGATION MEASURES

To eliminate any possible market power concerns during any such
interim period, the Applicants have committed that during any such interim they
will: (1) bid all of their respective generation that is sold in the wholesale
energy market at a capped bid that is effectively its variable costs; (2) bid
all of their respective generation that is sold in the NYISO capacity market at
a capped bid that is its avoidable capacity costs; and (3) maintain the
availability of this generation at historical levels. These interim measures
will assure that the Applicants cannot exercise market power. Thus, the Merger
readily passes all of the Appendix A screens post-Orange and Rockland's
divestiture and market power concerns are completely eliminated in the interim.

3. VERTICAL EFFECTS

The Merger will not create or enhance vertical market power. The
primary vertical issue on which the Commission has focused in mergers involving
electric/gas distribution companies has been whether the merger will give the
merged company an increased incentive or ability to manipulate fuel supplies to
favor its own gas generation over that of its rivals. There are several reasons
why the Merger plainly will have no such effect.

First, the Applicants have no market power over fuel supplies.
Neither owns any gas production facilities or any significant storage
facilities. Orange and Rockland does not even engage in the gas marketing
business, and Con Edison is a small player. Thus, a generation competitor would
have no difficulty in purchasing commodity gas from a

5



multiplicity of sellers. Second, the Applicants own no long-haul gas
transportation facilities and do not have market power over the transportation
of gas to potential competitors in the relevant downstream electric markets.
Third, the Applicants today are local gas distribution companies subject to
state public utility commission regulation. The Merger will make no change in
this status or their incentives. Fourth, the Applicants are divesting
essentially all of the gas-fired generation to which they provide distribution
service. Thus, the Merger will not give either company any gas generation that
it could discriminatorily favor, even hypothetically. Finally, the Applicants
are subject to code of conduct requirements before the Commission and the NYPSC
that provide further assurance that no vertical concerns will arise.

For these reasons, and others described in the supporting testimony,
the concerns that the Commission focused on in the Enova/Pacific Enterprises
merger/6/ are not present here. The Merger does not create or enhance vertical
market power.

4. CONCLUSION

This is clearly a merger that will not harm competition. With Orange
and Rockland divesting all of its generation and Con Edison divesting
essentially all of its non-nuclear generation, the merged company will
essentially be a wires company -- one that, as a result of the combination of
the contiguous systems, will be a more efficient transmission provider. The
Commission need not delay approval of this efficiency-enhancing Merger until
Orange and Rockland's divestiture is completed. There will be separate FPA
section

/6/ San Diego Gas & Elec. Co., 79 FERC (P) 61,372 (1997), aff'd, 83 FERC
(P) 61,199 (1998).



203 applications filed as part of that divestiture in which FERC will have a
full opportunity to assure that any purchaser of Orange and Rockland's assets
meets the public interest and market power standards incorporated in the Policy
Statement. Rather, the Commission should promptly approve the Merger without a
hearing in accordance with the Policy Statement, thereby sending a signal that
merging firms that are divesting the bulk of their generation will receive the
same expeditious treatment as other merger applicants.

B. THE MERGER WILL NOT SUBJECT CUSTOMERS TO INCREASED RATES

The Merger will not adversely affect wholesale sales rates because Con
Edison has no wholesale requirements customers and Orange and Rockland's only
wholesale requirements contracts are with its wholly-owned public utility
subsidiaries, Rockland Electric Company ("RECO0") and Pike County Light & Power
Company ("Pike"). Customers of RECO and Pike will have a choice of supplier
under retail access plans effective May 1, 1999. This creates the equivalent of
an "open season" for those customers.

The Merger will not adversely affect transmission rates because the
NYISO Open Access Transmission Tariff ("the ISO tariff"), which will supersede
the individual OATTs of Con Edison and Orange and Rockland, is expected to be in
effect prior to the consummation of the Merger. In the event that the Merger is
consummated prior to the effective date of the ISO tariff, the Applicants
propose to provide transmission service under the joint OATT filed concurrently
with this Application.

The joint OATT charges non-pancaked transmission rates based on the
zone to which power is delivered. Under the joint OATT, the service areas of
Con Edison and Orange and Rockland are treated, for rate purposes, as separate
zones. Customers will pay



one transmission rate, based on the point of delivery or point of departure, and
will not pay any additional charge to transmit power through or across the other
zone. The use of this zonal approach (which does not result in any additional
charges for customers during an interim period) is consistent with Commission
precedent in other merger proceedings.

C. THE MERGER WILL NOT IMPAIR THE EFFECTIVENESS OF COMMISSION AND STATE
REGULATION

The Merger will not impair state or federal regulation. The Merger
will not shift authority from the Commission to the Securities and Exchange
Commission ("SEC") because post-merger, CEI and Orange and Rockland will remain
exempt public utility holding companies under the Public Utility Holding Company
Act of 1935 ("PUHCA"). Thus, post-merger transactions between Con Edison and
Orange and Rockland and their affiliates will remain subject to the Commission's
oversight and policies. 1In the unlikely event that the SEC were to require CEI
to become a registered holding company, the Applicants commit that, for FERC
ratemaking purposes, they will follow FERC's policies regarding the treatment of
costs and revenues associated with intra-company services.

The Applicants have filed petitions requesting the public utility

commissions in the relevant state jurisdictions -- New York, New Jersey, and
Pennsylvania -- to approve the Merger. The Merger thus will not impair state
regulation.

Because the Merger satisfies all of the requirements of FPA section
203, the Commission's regulations, and the Policy Statement, the Commission
should find it to be consistent with the public interest and approve it on an
expedited basis.



III. THE APPLICANTS

A. CEI, CON EDISON, AND THEIR SUBSIDIARIES
1. CEI AND CON EDISON

CEI was organized in 1997, and is a New York corporation. It is an
exempt public utility holding company under section 3(a)(1) of PUHCA. On January
1, 1998, CEI became the holding company for Con Edison, and presently owns all
of Con Edison's issued and outstanding common stock. Con Edison is a New York
corporation with its principal place of business at 4 Irving Place, New York,
New York 10003, and is a public utility under the FPA.

Con Edison supplies electric service in all of New York City (except
part of the Borough of Queens) and most of Westchester County, New York to
approximately three million customers. The Con Edison system has a projected
peak load of 9,585 MW in 1998. Currently, Con Edison provides retail access to
approximately 1,000 MW of customer load, with another 1,000 MW to have retail
access on April 1, 1999, and the balance gaining access thereafter. Con Edison
also supplies gas to approximately one million customers in the Boroughs of
Manhattan, the Bronx and parts of the Borough of Queens and Westchester County,
New York, and steam to approximately 1,900 customers in part of Manhattan.

The NYPSC regulates Con Edison's retail rates, service, accounts,
issuance of securities, and certain other aspects of its business. Pursuant to
the FPA, the Commission has jurisdiction over certain of Con Edison's electric
and gas utility facilities and operations, wholesale sales of power, and related
transactions.



2. CON EDISON SUBSIDIARIES

Con Edison has two wholly-owned subsidiaries that own real property in
New York State: Davids Island Development Corporation, and D.C.K. Management
Corporation. Con Edison owns a 28.8 percent interest in Honeoye Storage
Corporation, a New York corporation, which owns and operates a gas storage
facility in western New York. This facility constitutes less than one percent
of the storage capacity in the region.

3. OTHER CEI SUBSIDIARIES

Consolidated Edison Solutions, Inc. ("CES") is a New York corporation
and a wholly-owned subsidiary of CEI. CES provides wholesale and retail energy
and related services. CES also has: (a) a 33 1/3 percent interest in Inventory
Management & Distribution Company, Inc., an energy marketing firm incorporated
in Delaware with its principal place of business in Houston, Texas; and (b) a
14.4 percent interest in Remote Source Lighting International, Inc., a lighting
technology company incorporated in Delaware, with its principal place of
business in Morrisville, North Carolina.

Consolidated Edison Development, Inc. ("CEDI") is a New York
corporation and a wholly-owned subsidiary of CEI. CEDI invests in foreign and
domestic energy and other infrastructure projects and markets Con Edison's
technical services. CEDI has four direct subsidiaries: (a) Con Edison
Development, Guatemala, Ltd., a Cayman Islands corporation that invests in
energy projects in Central America; (b) IEP Global Development, LLC, a limited
liability Delaware corporation (of which CEDI owns a 50 percent interest) that
develops and acquires electric power generation, transmission, and distribution
projects outside of the United States; (c) Consolidated Edison Leasing, Inc., a
Delaware corporation
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that invests in lease transactions; and (d) CED Ada, Inc. ("CEDA"), a Delaware
corporation. CEDA owns an approximate 96 percent interest in CED/DELTA Ada, LLC,
a Delaware limited liability company, which in turn owns a 49.5 percent limited
partnership interest and a 5 percent general partnership interest in Ada
Cogeneration Limited Partnership ("ACLP"), a Michigan limited partnership. ACLP
owns a 30 megawatt gas-fired cogeneration facility located in Ada, Michigan.

CEDI owns all of the issued and outstanding shares of Carson
Acquisition, Inc. ("Carson Acquisition"), a Delaware corporation. The purpose
of Carson Acquisition is to own an approximate 47.75 percent interest in a
series of limited liability companies, which will in turn acquire and own all of
the limited partnership and general partnership interest in Carson Cogeneration
Company ("Carson Cogen"), a California limited partnership. Carson Cogen is a
lessee of a leasehold interest in a 42 megawatt cogeneration facility in Carson,
California. This acquisition is expected to close in September 1998./7/

Consolidated Edison Energy, Inc. ("CEE") is a New York corporation and
a wholly-owned subsidiary of CEI. CEE was formed in late 1997, to invest in,
operate, and market, the output of electric energy supply facilities in the
United States and to provide specialized wholesale energy services in the
electric power and natural gas markets.

/7/ CEDI also owns all of the issued and outstanding shares of Con Edison
Development Guatemala Acquisition and Finance, Ltd. ("CEDGAF"), a corporation
organized under the laws of the Cayman Islands. At present, CEDGAF is a shell
corporation, meaning that it has no assets or operations. It was organized in
connection with a potential investment in Guatemala, which was never made.
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Consolidated Edison Communications, Inc. ("CECI") is a New York
corporation and a wholly-owned subsidiary of CEI. CECI was formed in late 1997,
to own, operate, and invest in facilities used for telecommunications or
otherwise to compete in the telecommunications industry.

4. CON EDISON'S FACILITIES PRE-DIVESTITURE

ELECTRIC GENERATION: As of early 1999, prior to its divestitures, Con
Edison will have 7,001 MW of capacity that it owns and operates, 1,292 MW of
entitlements to jointly owned units, 2,059 MW of non-utility generation, and 733
MW of other contracts, including a contract for 208 MW of the output of the
Indian Point 3 and Poletti stations from the New York Power Authority ("NYPA")
that expires during 1999.

TRANSMISSION AND DISTRIBUTION: Con Edison's transmission system has
approximately 432 miles of overhead circuits and 378 miles of underground
circuits, most of which operate at 138 kV and 345 kV. It has approximately 267
miles of radial subtransmission circuits operating at 138 kV. Con Edison has 14
transmission substations, which are supplied by circuits operating at 69 kV and
above and have a total transformer capacity of 15,731 MVA. All of Con Edison's
transmission facilities are located in New York City and Westchester, Orange,
Rockland, Putnam, and Dutchess Counties in New York State. Con Edison owns
various electric distribution substations and facilities located throughout New
York City and Westchester County, New York. Con Edison's distribution system
includes 293 distribution substations, with a transformer capacity of 20,168
MVA, 32,368 miles of overhead distribution lines, and 87,455 miles of
underground distribution lines.
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GAS FACILITIES: Con Edison distributes natural gas to its customers
through approximately 4,200 miles of mains and 367,000 service lines.

STEAM FACILITIES: Con Edison generates steam for distribution in the
Borough of Manhattan in New York City at three steam-electric stations and five
"steam-only" plants. Con Edison supplies steam to its customers through
approximately 86 miles of transmission and distribution mains.

5. CON EDISON'S GENERATION DIVESTITURES

The NYPSC approved Con Edison's electric generation Divestiture Plan
in orders issued July 21, and August 5, 1998. Under the Plan, Con Edison will
auction off its electric generation in three bundles:

1,434 MW consisting of the Arthur Kill generating station and
Astoria gas turbines ("Arthur Kill bundle");

2,168 MW consisting of the Ravenswood generating station and gas
turbines ("Ravenswood bundle"); and

1,858 MW consisting of the Astoria generating station plus the
Gowanus and Narrows turbines ("Astoria bundle").

No purchaser may purchase more than one of the three bundles. Closing on the
sales of these three bundles is expected by the end of the first quarter of
1999.

Under its Steam System Plan, announced on April 15, 1998, Con Edison
will auction off the remainder of its generation in New York City in a fourth
bundle, consisting of 463 MW of units that produce electricity and steam for Con
Edison's steam delivery system ("Steam electric bundle"). Con Edison plans to
close on the sales of the fourth bundle by the end of 1999.
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The NYPSC, in its July 21, 1998 Order, gave Con Edison the option of
having its unregulated affiliate participate in the auction to purchase one of
the initial three bundles. On July 24, 1998, Con Edison advised the NYPSC that
its affiliate would forego its right to participate in the auction./8/
Accordingly, Con Edison plans to divest all of its in-City generation to third
parties. As part of its Divestiture Plan, Con Edison expects to transfer
certain step-up transformers and other jurisdictional facilities. Thus, the
transfers ultimately will require the Commission's approval under FPA section
203.

In addition, Con Edison will divest its 810 MW interest in Orange and
Rockland's Bowline Point generating station as part of Orange and Rockland's
auction of its generation. Similarly, Con Edison has announced its intention to
divest its 400 MW interest in Central Hudson Gas & Electric Corporation's
Roseton station in conjunction with Central Hudson's divestiture auction.

B. ORANGE AND ROCKLAND AND ITS SUBSIDIARIES
1. ORANGE AND ROCKLAND AND ITS UTILITY SUBSIDIARIES

Orange and Rockland, a New York corporation, is an electric and gas
distribution utility that provides service to about 200,000 electric and 114,000
gas customers in New York in a service area covering all of Rockland County,
most of Orange County, and part of Sullivan County. Orange and Rockland's
historic peak load is 1143 MW. All of

/8/ Con Edison's relinquishment of its affiliates' right to participate in
the auction was based on certain understandings as to the treatment of any gain
on the sales. On August 5, 1998, the NYPSC approved Con Edison's proposal in
this regard, subject to one modification, which Con Edison accepted on August
10, 1998. Con Edison, accordingly, is proceeding with the divestiture.
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Orange and Rockland's customers are eligible for retail access for energy
supplies, and they will become eligible for retail access for capacity on May 1,
1999.

Orange and Rockland wholly owns two public utility subsidiaries, RECO,
a New Jersey corporation, and Pike, a Pennsylvania corporation. RECO supplies
electricity to about 67,000 customers in New Jersey in the northern parts of
Bergen and Passaic Counties and small areas in northern Sussex County. Pike
supplies electricity to about 4,100 customers and gas to about 1,000 customers
in the northeastern corner of Pike County, Pennsylvania.

Orange and Rockland is regulated by the NYPSC, RECO by the New Jersey
Board of Public Utilities, and Pike by the Pennsylvania Public Utility
Commission ("PAPUC") as to retail rates, service, and accounts, and issuance of
securities, and in other respects as to service provided in those individual
states. The Commission has jurisdiction under the FPA over certain of the
electric and gas facilities and operations of Orange and Rockland and its
subsidiaries and related transactions.

2. OTHER ORANGE AND ROCKLAND SUBSIDIARIES

Orange and Rockland has two wholly-owned, active non-utility
subsidiaries, Clove Development Corporation ('"Clove"), a New York corporation,
and O&R Development, Inc., a Delaware corporation. Clove owns real property
primarily in the Montaup Valley region of Sullivan County, New York. O&R
Development, Inc. promotes industrial and corporate development in Orange and
Rockland's service territory by
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providing improved sites and buildings. RECO has subsidiaries engaged in energy
services, real estate, and interstate pipeline transmission./9/

3. ORANGE AND ROCKLAND'S FACILITIES PRE-DIVESTITURE

ELECTRIC GENERATION: Prior to divestiture, Orange and Rockland has
approximately 965 MW of owned and operated generating capacity (including 374 Mw
of coal-fired capacity, 473 MW of oil/gas steam, 43 MW of hydro, and 74 MW of
combustion turbines). 1In addition, Orange and Rockland has 19 MW of non-utility
generation ("NUG") contracts and 325 MW of firm purchases (300 MW of which are
summer only and expire in 2000).

TRANSMISSION AND DISTRIBUTION: Orange and Rockland and its two
utility subsidiaries, RECO and Pike, own, in whole or in part, and operate 617
circuit miles of transmission lines, 78 substations, 84,509 in-service line
transformers, 4,967 pole miles of overhead distribution lines, and 2,271 miles
of underground distribution lines. Except for one substation in Grahamsville,
New York, the foregoing transmission and distribution facilities are located in
the New York, New Jersey, and Pennsylvania service territories of Orange and
Rockland, RECO, and Pike respectively.

/9/ RECO has two wholly-owned, non-utility subsidiaries, Saddle River
Holdings, Corp. and Enserve Holdings, Inc., both Delaware corporations. Enserve
Holdings has three wholly-owned, non-utility subsidiaries, Palisades Energy
Services, Inc., an energy service provider, Compass Resource, Inc., and NORSTAR
Holdings, Inc. ("NHI"), all Delaware corporations. NHI has two wholly-owned,
non-utility subsidiaries, NORSTAR Management, Inc. ("NMI"), a gas marketing
company that is discontinuing operations, and Millbrook Holdings, Inc., which
leases non-utility real estate in Morris County New Jersey, both Delaware
corporations. NMI is the sole general partner of a Delaware limited partnership,
NORSTAR Energy Limited Partnership, of which NHI is the sole limited partner.
The NORSTAR partnership is the majority owner of NORSTAR Energy Pipeline
Company, LLC, a Delaware limited liability company.
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GAS FACILITIES: Orange and Rockland's consolidated gas operations
include three propane air gas plants at Middletown, Orangeburg, and Suffern, New
York, which together have a combined capacity of 30,600 Mcf per day of natural
gas equivalent. Orange and Rockland's consolidated gas distribution system
includes 1,758 miles of mains.

4. ORANGE AND ROCKLAND'S GENERATION DIVESTITURES

Orange and Rockland is in the process of divesting all of its owned
generation. This includes the divestiture of Con Edison's portion of the
Bowline Point station. The NYPSC approved Orange and Rockland's divestiture
plan on April 16, 1998. The divestiture plan is proceeding on the following
schedule:

Offering Memorandum/Bidders Information June 1, 1998

Submittal of Non-Binding Bids Aug. 3, 1998
Selection of Winning Bidder(s) Oct. 15, 1998
Final Closing May 31, 1999

Orange and Rockland will seek all necessary regulatory approvals
promptly after selecting the winning bidder(s)./10/ Because Orange and
Rockland's sales will involve the transfer of FERC-jurisdictional substations
and transmission facilities, they will require the Commission's approval under
FPA section 203. In addition, the NYPSC has directed Orange and Rockland to
certify to the NYPSC that the winning bidder(s) comply with the

/10/ Orange and Rockland has packaged its generation in four bundles: one
covering its Lovett station, one for the Bowline Point station, one for its
hydroelectric facilities, and one for its gas turbines. Bidders may bid on any
or all of the bundles.
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Policy Statement./11/ Thus, prospective purchasers will have to satisfy both
state and federal authorities on market power issues.

After the divestiture, Orange and Rockland will own no generating
resources. It will have only 19 MW of NUG contracts, 25 MW of purchases from
NYPA's Blenheim-Gilboa pumped storage facility, and a purchase contract with
Public Service Electric and Gas Company ("PSE&G") for 300 MW that expires in
2000, and is only of value as summer capacity. Orange and Rockland will be
essentially a small transmission and distribution company.

C. INTERRELATIONSHIP OF THE APPLICANTS' ELECTRIC SYSTEMS

Con Edison and Orange and Rockland have contiguous electric service
territories that share interconnected transmission facilities. They jointly own
29.2 miles of transmission consisting of a double circuit 345 kV tower line that
runs from Con Edison's wholly-owned Ramapo substation east to the
Rockland/Westchester County line at the Hudson River. Con Edison and Orange and
Rockland, as tenants in common, own an 85 percent and 15 percent undivided
interest, respectively, in those 345 kV circuits. Con Edison and Orange and
Rockland also jointly own, as tenants in common, the property that supports the
double circuit 345 kV ties between Ramapo and the New York/New Jersey state
line. The companies jointly own (66 2/3 percent by Con Edison, 33 1/3 percent
by Orange and Rockland) the Bowline Point generating facility and the 345 kV
transmission line and substation connecting the Bowline facility to the above-
mentioned transmission facilities.

/11/ Case No. 96-E-0900, Order Authorizing the Process for Auctioning of
Generation Plant and Rejecting Joint Agreement, at 11-12 (Apr. 16, 1998).
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Orange and Rockland is also interconnected with its subsidiaries, RECO
and Pike; they jointly operate a single fully-integrated electric transmission
system. Orange and Rockland is party to Power Supply Agreements with each of
RECO and Pike that are FERC-approved rate schedules. As discussed below, the
Merger will not adversely affect those rate schedules.

IV. DESCRIPTION OF THE MERGER

As a result of deregulation and other changes, the electric and gas
industries are increasingly competitive. Like many other industry participants,
Con Edison and Orange and Rockland have carefully observed these changes to
determine how best, as the Commission phrased it in the Policy Statement, to
"reposition themselves in response to the emerging competitive business
landscape."/12/ CEI and Orange and Rockland concluded that the affiliation of
their utility operations would substantially improve efficiencies and create
synergies that would make them more competitive, to the benefit of the customers
that they serve, and accordingly entered into the Merger Agreement. The Boards
of Directors of CEI and Orange and Rockland have approved the Merger Agreement,
as reflected in Exhibit A to this Application. The respective obligations of
CEI and Orange and Rockland to effect the Merger are subject to express
conditions set forth in the Merger Agreement, including that the parties obtain
all necessary regulatory approvals and the approval of the Merger by two-thirds
of Orange and Rockland's issued and outstanding common stock. At a meeting of
Orange and Rockland's shareholders on August 20, 1998, the Merger received the
requisite shareholder approval.

/12/ Policy Statement at 30,111.
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As set forth in the Merger Agreement, the Merger is a straightforward
stock purchase transaction. A special-purpose, wholly-owned subsidiary of CEI, C
Acquisition Corp., will merge into Orange and Rockland, with Orange and Rockland
to be the surviving corporation. Each issued and outstanding share of Orange and
Rockland common stock will be cancelled in the Merger and converted into the
right of the holder thereof to receive $58.50. Each share of C Acquisition Corp.
will be converted into one share of the surviving corporation, Orange and
Rockland./13/ Upon completion of the Merger, Orange and Rockland will be a
wholly-owned subsidiary of CEI. Orange and Rockland's subsidiaries, including
its two utility subsidiaries, RECO and Pike, shall remain Orange and Rockland
subsidiaries. Going forward, CEI currently expects to retain Con Edison and
Orange and Rockland as separate utilities operating under their respective
names./14/ The Merger is scheduled to close on or about March 31, 1999.

After the Merger, CEI will establish an advisory board, with
approximately equal numbers of CEI and Orange and Rockland members, to provide
advice regarding the implementation of the Merger and CEI's post-Merger
operations. CEI will select one director, who was serving on Orange and
Rockland's Board of Directors at the time of the Merger Agreement, to serve on
CEI's Board. CEI will also maintain a subsidiary office in

/13/ The Fairness Opinions that CEI and Orange and Rockland obtained in
connection with the Merger are included as Attachment 1 to this Application.

/14/ Although Con Edison and Orange and Rockland intend to continue to
operate as stand-alone utilities after the Merger, there may from time-to-time
be opportunities to achieve savings from joint procurement of power. Included in
the Merger-related submissions to the NYPSC, which are contained in Exhibit G to
this Application, is a proposed procedure for such joint procurement. As the
proposed arrangement, if effectuated, will not have a sale-for resale feature,
it should not be subject to the Commission's jurisdiction.
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Rockland County as Orange and Rockland's headquarters for at least three years
following the Merger. CEI has pledged to make charitable contributions to the
communities within the service territories of Orange and Rockland and its two
public utility subsidiaries at a level consistent with Orange and Rockland's and
such subsidiaries' contributions in the two years preceding the consummation of
the Merger.

V. THE MERGER IS CONSISTENT WITH THE PUBLIC INTEREST

In order to approve an application for a merger, the Commission must
find that the merger "will be consistent with the public interest."/15/ In the
Policy Statement, the Commission explained that it would evaluate three factors
- -- the effect of the merger on competition, rates, and regulation -- in
determining whether a proposed merger was consistent with the public interest.
As demonstrated in this Application and the supporting testimony and exhibits,
the Merger will not adversely effect competition, rates, or regulation.
Therefore, the Commission should approve it.

A. EFFECT ON COMPETITION
1. HORIZONTAL EFFECTS
Under the Commission's Policy Statement, the horizontal effects of a
merger are initially evaluated via HHI screening criteria./16/ These screening

criteria measure the extent to which a merger affects concentration in
generation in order "to identify proposed

/15/ 16 U.S.C. (S) 824b(a).

/16/ The "HHI" is a measure of market concentration that is calculated by
summing the squares of the market shares of market participants. Thus, a market
with five sellers each having a market share of 20 percent has an HHI of 2000
(20 squared is 400 and 400+400+400+400+400 = 2000). The Guidelines' screening
criteria focus on the increase in HHI resulting from a particular merger.
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mergers that clearly will not harm competition."/17/ Because Orange and Rockland
already is divesting its generation, the Merger will not cause any material
increase in market concentration./18/ Accordingly, as demonstrated in the
testimony of Dr. William H. Hieronymus, who presents the Applicants' competitive
analysis, with Orange and Rockland's divestiture the Merger readily passes all
of the Policy Statement's screens. It therefore falls into the category of
mergers that plainly will not harm competition and can be approved without the
necessity of a hearing.

Although the divestiture of all of Orange and Rockland's generation is
itself sufficient for the Merger to pass the Commission's screening criteria,
two additional key facts amplify the conclusion that the Merger will not harm
competition. First, Con Edison also is divesting the bulk of its generating
facilities. Under Con Edison's NYPSC-approved Divestiture Plan, its in-City
electric generation will be sold to at least three separate buyers. Second, the
companies are and will remain full participants in the NYISO structure and have
subscribed to the ISO tariff. Thus, Con Edison's divestiture will further
deconcentrate the market,/19/ and the merged companies' participation in the
NYISO will assure that transmission will be provided on a non-discriminatory
basis to all customers and competitors.

/7/ Policy Statement at 30,111.

/8/ After its divestiture, the only remaining Orange and Rockland
generating resource will be a small amount of purchases from facilities that it
does not control.

/19/ The Divestiture Plan packages Con Edison's in-City fossil electric
generation into three major bundles. Con Edison is also divesting a smaller
fourth bundle containing generation associated with its steam system. The
Divestiture Plan provides that no purchaser may own any more than one of the
three major bundles. Thus, under the Plan, there will be three separate
independent competitors owning these assets, resulting in market
deconcentration.
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A. APPENDIX A SCREENING ANALYSIS

Dr. Hieronymus' analysis shows that the Merger passes the Policy
Statement's HHI screens by an ample margin. There may be a short period of time,
however, between the date the Merger is consummated and the date Orange and
Rockland completes its divestiture. The Merger is expected to close on March 31,
1999. Orange and Rockland expects to close its divestiture on or about May 31,
1999. In the event that such a brief interim occurs, the screening criteria for
Economic and Available Capacity (the measures relevant to energy markets) would
be exceeded in some time intervals. As Dr. Hieronymus observes, during this
interim period the Applicants will still be substantial net purchasers of
electricity. Thus, they will have no incentive to attempt to increase the price
of energy. Nonetheless, to eliminate any possible market power concerns, even
theoretical ones, the Applicants propose interim measures that will place a
variable cost-based cap on all energy bids of their generating resources and
will require that those resources be made available at their historic levels.

As to capacity, the Appendix A screening criteria for Total and
Uncommitted Capacity will be passed even prior to Orange and Rockland's
divestiture, as will the Commission's traditional screening criteria for the
absence of capacity market power. Thus, under all of the Commission's
traditional screening criteria, Applicants will have no ability during any such
interim period to increase the price of capacity. As explained below, Dr.
Hieronymus also went beyond the four measures in the Policy Statement to assess
the capacity market that will exist under the NYISO rules. He found that while
the Commission's screening criteria will likely be met, it is possible that HHI
safe harbor levels could be slightly exceeded for the NYISO capacity market
prior to Orange and Rockland's
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divestiture under certain unlikely conditions. Although Dr. Hieronymus concludes
that under the Commission's traditional criteria, the Applicants would have no
market power in such event, to eliminate any doubt or debate, the Applicants
propose interim measures that will place an avoidable cost-based cap on bids
from their generating resources into the NYISO capacity market and that
accordingly will eliminate any possible issue of capacity market power in the
interim prior to Orange and Rockland's divestiture.

In sum, the Commission's horizontal market power screens are readily
passed upon post-Orange and Rockland divestiture, and, in the interim, any
possible concerns would be eliminated.

(I) THE RELEVANT MARKETS

Consistent with Commission precedent, Dr. Hieronymus defines the
relevant product markets as long and short-term capacity and non-firm energy.
Pursuant to the Policy Statement, Dr. Hieronymus performed an HHI screening
analysis for Total Capacity, Uncommitted Capacity, Economic Capacity, and
Available Economic Capacity. He performed his analysis of Total Capacity and
Uncommitted Capacity taking into account the Applicants and their direct
interconnections. For Economic Capacity and Available Economic Capacity, Dr.
Hieronymus identified two relevant geographic markets: (1) the East of the
Total East market, defined by the Total East transmission interface and related
transmission constraints; and (2) the New York City ("in-City") market. These
markets reflect the key transmission interconnections and constraints that
affect the Applicants and are consistent with actual trading patterns.
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The Total East interface is the primary interface through which power
moves into the eastern half of New York state. When constrained, it can cause
energy prices in the portion of the state that is east of Total East to separate
from the rest of the state. It therefore constitutes a separate relevant
geographic market. There are also transfer capability limitations in the Albany
region and in Long Island Lighting Company's ("LILCO's") service territory that
can limit the amount of generation in those areas that can compete inside the
area east of Total East. In calculating market shares in the East of Total East
market, Dr. Hieronymus took these internal constraints into account./20/ The
East of Total East market represents the narrowest plausible geographic market
in which both of the Applicants' generation facilities are located. It,
therefore, is also the market in which the Applicants will have the largest
possible market share.

This relevant market definition is consistent with the approach that
the Commission endorsed in the Connectiv/21/ and BG&E-Pepco mergers./22/ In
those cases, the Commission recognized that there are circumstances in which
trying to identify separate destination markets for each interconnected utility
may not be appropriate. The Total East transmission constraint slices through
the center of the service territories of several New

/20/The interface between Con Edison and Orange and Rockland will be
controlled by the NYISO and made available non-discriminatorily. Moreover,
Messrs. Jaeger and Hartwell testify that, in the event the ISO operation is
delayed by unforeseen circumstances, Con Edison and Orange and Rockland have
committed not to reserve additional capacity over such interconnections in the
interim prior to ISO operations. Accordingly, Dr. Hieronymus treated this
interface as available on a non-discriminatory basis. This is consistent with
the Commission's decision in the First Energy case, Ohio Edison Co., 80 FERC (P)
61,039, at 61,103, aff'd, 81 FERC (P) 61,109 (1997).

/21/Atlantic City Elec. Co., 80 FERC (P) 61,126 (1997).
/22/Baltimore Gas & Elec. Co., 79 FERC (P) 61,027 (1997).
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York utilities. Some of their generation is on one side of the interface and
some on the other. Hence, attempting to define and analyze individual
destination markets rather than evaluate the market as it actually operates
would essentially ignore the key transmission constraints in New York. Nor is
such an approach necessary because neither company has any transmission-
dependent utilities. As the Commission found in Connectiv, by addressing the
effect on buyers in the actual economically relevant market, the competitive
analysis adequately addresses the effect of the merger on individual
customers./23/ Because the Merger passes the Appendix A screening criteria in
this narrowly-defined market, it would necessarily pass by a wider margin in any
broader markets, e.g., in New York as a whole or in the New England Power Pool.

Dr. Hieronymus defined New York City as a separate geographic market
because the City is subject to significant transmission constraints in certain
hours. None of Orange and Rockland's generation is located inside New York
City, and Orange and Rockland is not a major participant in that market. Prior
to divestiture, however, it could theoretically compete for transmission import
capability into the City to make some energy sales. Accordingly, Dr. Hieronymus
also analyzed the in-City market.

Dr. Hieronymus calculated market shares in the East of Total East and
in-City markets using the delivered price test set forth in the Policy
Statement. To analyze these markets under different competitive conditions, Dr.
Hieronymus performed his screening

/23/Atlantic City Elec. Co., 80 FERC at 61,407.
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analysis to take into account seasonal and time-of-day price differences for
peak, off-peak, and shoulder periods.

(II) THE SCREENING ANALYSIS IS APPLIED PRE- AND POST-
DIVESTITURE

To evaluate the effects of the planned divestitures, Dr. Hieronymus
applied the Commission's screening criteria under four scenarios:

A pre-divestiture "base case" reflecting the Applicants' currently
owned generation, and contracts in effect in 1999.

Scenario 2, wherein Con Edison is assumed to have divested its
first three "bundles" of generation before Orange and Rockland
divests any generation.

Scenario 3, wherein Orange and Rockland is assumed to have divested
its generation before Con Edison divests, except that Con Edison's
share of the Bowline Point station is assumed to be divested at the
same time that Orange and Rockland sells its share.

Scenario 4, wherein Con Edison and Orange and Rockland are assumed
to have completed their divestitures, and contracts in effect at
the beginning of 2000 are taken into account.

The following table summarizes those scenarios:
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CON EDISON CON EDISON 0&R CON EDISON

DIVESTS DIVESTS DIVESTS ALL DIVESTS
BUNDLES 1-3 BUNDLE 4 GENERATION BOWLINE

BASE CASE -- -- -- --

("PRE-DIVESTITURE")

SCENARIO 2 X -- -- --

("CON EDISON DIVESTS 1-3")

SCENARIO 3 -- -- X X

("0&R DIVESTS")

SCENARIO 4 X X X X

Bundle 1 ("Arthur Kill") consists of Arthur Kill steam unit and Astoria GTs.

Bundle 2 ("Ravenswood") consists of Ravenswood steam unit and GTs.

Bundle 3 ("Astoria") consists of Astoria steam unit and Narrows and Gowanus GTs.

Bundle 4 ("Steam Electrics") consist of units producing electricity and steam for distribution.

(III) TOTAL CAPACITY

The overall size of the Total Capacity market exceeds 55,000 MW of
generation. Con Edison's pre-divestiture share of that capacity is 20 percent;
Orange and Rockland's is 2.4 percent. The market is moderately concentrated.
Even prior to any divestiture, the 94 point change in the HHI brought about by
the Merger passes the Appendix A screen. Accordingly, the screen is readily
passed after divestiture.
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BASE CASE SCENARIO 2 SCENARIO 3 SCENARIO 4

CON EDISON

CON EDISON AND O&R

PRE-DIVESTITURE DIVESTS 1-3 O&R DIVESTS DIVEST
Mws

CTotal sss54 sss54 ssss4 55554
" con Edison 11085 se28 0275 147
o 10 w0 s 4
shares
" con Edison 20.0% 0.1% w85% =
T N N o.6% 0.6%
HHI (pre-merger) w68 w205 w2 163
HHI (post-merger)  1se2 253 s ur2

Delta HHI 94 48 23 9

(1IV) UNCOMMITTED CAPACITY

The Merger also passes the Appendix A screen for Uncommitted Capacity
prior to any divestiture. In the capacity market, there are approximately 7100
MW of uncommitted capacity./24/ Before retail capacity access and generation
divestiture, Orange and Rockland has no uncommitted capacity. Thus, the Merger
causes no change in market concentration, and the HHI delta is zero./25/
Moreover, as Dr. Hieronymus points out, although his analysis treats Con Edison
as having 2000 MW of uncommitted capacity due to

/24/Uncommitted capacity is total capability minus net peak load and
reserve requirements, the latter being calculated using the 18 percent reserve
margin requirement of the New York Power Pool ("NYPP").

/25/0range and Rockland's retail access program is energy only until May 1,
1999. There may be a one-month period prior to divestiture when Orange and
Rockland might have some small amount of uncommitted capacity. However, as Dr.
Hieronymus explains, this is so short a term that it should not be a concern for
this measure of capacity. Further, as shown, infra, the Applicants not only meet
the Commission's traditional criteria for lack of market power during this
interim period, they have also committed to interim measures that eliminate any
possible market power concerns.
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retail access, in fact, all of its capacity currently is committed to load
serving entities participating in its retail access program. The Merger passes
this criterion even under this conservative approach.

BASE CASE SCENARIO 2 SCENARIO 3 SCENARIO 4
CON EDISON
PRE - CON EDISON 0&R AND O&R
DIVESTITURE DIVESTS 1-3 DIVESTS DIVEST
MWs
Total 702 10895 goss 13484
“con Edison 1964 o s o
R o o o o
shares
“con Edison % o wa o%
R o o o o%
HHI (pre-merger) a7 w78 1807 1185
WHI (post-merger) 2477 w78 1807 1185
Delta HHI 0] 0] [0} (¢}
(V) ECONOMIC CAPACITY

East of Total East Market. The Merger easily passes the Appendix A

screen for Economic Capacity once Orange and Rockland's generation is divested.
Prior to that divestiture, however, in the downstate market the changes in HHIs
for most of the time periods exceed the Appendix A criteria.

The HHI results for Economic Capacity for all four scenarios for the
downstate market are as follows:

30



BASE CASE PRE-MERGER POST-MERGER
PRE -DIVESTITURE
PRICE Con Ed 0&R Delta
($/MwH) Market Market HHI HHI HHI
Share Share
Summer Peak $40 48.7% 4.6% 2717 3165 448
Summer Off-Peak $20 28.0% 2.6% 1443 1589 146
wWinter Peak $30 44.9% 4.7% 2416 2838 422
wWinter Off-Peak $25 27.6% 4.4% 1396 1639 243
Shoulder Peak $30 44.9% 4.8% 2407 2838 431
Shoulder 0Off-Peak $15 27.7% 0.3% 1478 1495 17

SCENARIO 2 PRE-MERGER POST-MERGER
CON ED DIVESTS 1-3
PRICE Con Ed 0&R Delta
($/MWH) Market Market HHI HHI HHI
Share Share
Summer Peak $40 26.2% 4.6% 1215 1456 241
Summer Off-Peak $20 28.0% 2.6% 1443 1589 146
Winter Peak $30 25.2% 4.7% 1178 1415 237
Winter Off-Peak $25 27.6% 4.4% 1396 1639 243
Shoulder Peak $30 26.0% 4.8% 1198 1448 250
Shoulder Off-Peak $15 27.7% 0.3% 1478 1495 17
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SCENARIO 3 PRE -MERGER POST-MERGER
0&R DIVESTS
PRICE Con Ed 0&R Delta
($/MWH) Market Market HHI HHI HHI
Share Share
Summer Peak $40 44.6% 0.3% 2357 2384 27
Summer Off-Peak $20 28.0% 0.3% 1411 1458 17
winter Peak $30 41.0% 0.3% 2101 2126 25
wWinter Off-Peak $25 27.6% 0.3% 1393 1410 17
Shoulder Peak $30 40.7% 0.3% 2073 2097 24
Shoulder 0Off-Peak $15 27.7% 0.3% 1478 1495 17

SCENARIO 4
CON EDISON AND PRE-MERGER POST-MERGER
0O&R DIVEST
PRICE Con Ed 0&R Delta
($/MWH) Market Market HHI HHI HHI
Share Share
Summer Peak $40 18.6% 0.3% 930 941 11
Summer Off-Peak $20 28.0% 0.3% 1441 1458 17
Winter Peak $30 19.7% 0.3% 952 964 12
winter Off-Peak $25 27.6% 0.3% 1393 1410 17
Shoulder Peak $30 18.9% 0.3% 937 948 11
Shoulder Off-Peak $15 27.7% 0.3% 1478 1495 17

Note: Con Edison's market share is lower in Scenario 4 than in Scenario 2
because its share of Bowline is divested with O0&R's share and its fourth
bundle is divested.

Rockland's divestiture, the HHI screening criteria are met except in peak hours
when they are exceeded only very slightly. After divestiture, the screen is
readily passed.

32



(VI) AVAILABLE ECONOMIC CAPACITY

The calculation of Available Economic Capacity requires knowledge of
each competitor's native and requirements load. New York utilities are in the
process of both retail access and divestiture. The measure of Available Economic
Capacity is thus highly sensitive to the pace of each of these activities. As
Dr. Hieronymus points out, the calculation of Available Economic Capacity,
therefore, is more complicated here than in some other cases.

Two key points, however, emerge at the outset. First, after it divests
all of its generation, Orange and Rockland will have no Available Economic
Capacity, and the Merger will have no effect on market concentration. Hence, the
only relevant time period is the interim prior to Orange and Rockland's
divestiture. Second, as to that period, the interim measures that the Applicants
propose to address Economic Capacity also covers Available Economic Capacity.

Nonetheless, Dr. Hieronymus analyzes Available Economic Capacity
utilizing conservative assumptions as to the pace of the other New York
divestitures and retail access. The results of this analysis are similar to the
analysis of Economic Capacity. They show that prior to Orange and Rockland's
divestiture the analytic screen is exceeded in some time periods, and that upon
Orange and Rockland's divestiture the Merger readily passes the screen.
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(VII) NEW YORK ISO CAPACITY MARKET

In addition to the analysis described above that the Commission's
Policy Statement dictates, Dr. Hieronymus also analyzed capacity as a product
that load serving entities ("LSEs") in New York must purchase under the NYISO
rules that are expected to be in place. Under these rules, the relevant
geographic markets for capacity in the NYISO capacity market will be different
from in the energy market. Generally, the rules will require each LSE to obtain
capacity reserves equal to 118 percent of its peak load. This capacity may be
located anywhere in New York or be obtained from sources outside the New York
State electric system, as permitted according to the NYISO's locational
requirements. Thus, under the NYISO rules, there will be a state-wide capacity
market unaffected by the Total-East transmission interface. There will, however,
be a locational capacity requirement pertaining to New York City. LSEs in New
York City will be required to obtain specified levels of capacity reserves from
generating capacity located in the City./26/ Thus, there will be a separate in-
City capacity market.

The in-City market can be dealt with summarily. Orange and Rockland
does not own any capacity in New York City, and, therefore, cannot participate
in the in-City capacity market. The Merger thus does not have any effect on
competition in that market, and no interim preventive measures are warranted.

For the New York State capacity market, Dr. Hieronymus finds that the
merged firm will have no market power even before Orange and Rockland's
divestiture. He

/26/ There will also be a separate locational requirement for capacity in
LILCO's service area; however, neither Applicant owns any capacity in that area.
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performed two market structure analyses. One analyzes the most likely scenario,
and thus takes account of the announced divestitures of New York State Electric
& Gas Corporation and Niagara Mohawk Power Corporation, now on-going. The other
consists of a "worst case" analysis that ignores both other utilities'
divestitures and the Applicants' native load commitments. The most likely
scenario shows an HHI of only 870, even prior to Orange and Rockland's
divestiture, well within the safe harbor criteria. The worst case analysis shows
a moderately concentrated market and, in the interim, prior to Orange and
Rockland's divestiture, an HHI delta of 142, slightly above the screening
level./27/

Dr. Hieronymus' analysis of other relevant factors as directed by Step
2 of the Policy Statement, however, shows that even in a "worst case" scenario,
Applicants will possess no market power in the New York State capacity market
during this interim period. First, Applicants would have less than 20 percent of
the capacity that can be bid into the New York State market. The Commission has
repeatedly held in market-based rate cases that "Applicants with less than 20
percent of the market have no market power."/28/ The

/27/ The screening criteria are readily passed after Orange and
Rockland's divestiture even in this "worst case" analysis.

/28/ Southwestern Public Service Co., 72 FERC (P) 61,208 at p. 61,966
(1955) (Applicants with less than 20 percent of the market have no market
power); Louisville Gas & Electric Co., 62 FERC (P) 61,016 at p. 61,146 (1993);
accord Entergy Services, Inc., 58 FERC (P) 61,234 (1992) merged firm with 27
percent share); Southern Co. Services, Inc., 72 FERC (P) 61,324 (1995) (26
percent market share). Because of the very temporary nature of any possible
market power issue concerning the NYISO state capacity market, the standard used
in market rate applications is logically more appropriately applied in
determining whether any interim mitigation is necessary than the merger standard
used for assessing longer-term market structure. For the reasons stated above,
the key issue here is not ultimate market structure - it is already established
that the divestitures now in process will result in the Merger having no effect
on market concentration - but rather whether the merged firm will be able to
exercise market power during the very brief interim prior to these structural
changes. On this issue, the key facts as to the merged firm's non-dominant
market share, and the other factors discussed above, more than amply confirm the
lack of interim capacity market power.
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Commission has deemed such a showing to establish a lack of market power subject
only to Commission review after three years. Here, the relevant period is a
month or two. Second, the Applicants will still retain most of their native
load, served at regulated rates. They, therefore, will have neither the
incentive nor the ability profitably to raise prices. Finally, under its New
York restructuring settlement, Con Edison's capacity prices are already capped
by NYPSC and FERC-filed tariff rates. In short, the facts establish that the
Applicants will not possess market power in the New York State capacity market
in the event that there is an interim between the closing of the merger and
Orange and Rockland's divestiture.

Nonetheless, to moot any possible merger-related market power concerns
during such period, Applicants commit to adhere to the interim preventive
measures described below, including measures that preclude the exercise of
market power in the capacity market.

B. PROPOSED INTERIM MITIGATION MEASURES

As shown above, upon Orange and Rockland's divestiture, the Merger
passes all of the Appendix A screens. During any brief interval between the
closing of the Merger and the completion of Orange and Rockland's divestiture,
the Applicants propose that:

All of their generation resources (i.e., both companies') sold
into the wholesale energy market will be bid into the market at a
capped bid reflecting their variable costs.

This cap will be based on heat rate curves currently used by the
NYPP to provide economic dispatch and actual fuel costs.
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All of their generation resources bid into the NYISO capacity
market will be bid at a capped bid reflecting their "to go" (i.e.,
avoidable) costs./29/

These measures will also contain availability criteria to ensure
that the Applicants will not withhold their generation from the
market.

These interim mitigation measures, /30/ which are set forth in detail in the
testimony of Andrew L. Jacob, eliminate any possible market power concerns.
They will remain in effect until Orange and Rockland has completed its
divestiture.

2. THE COMMISSION NEED NOT WAIT UNTIL IT RULES ON ORANGE AND
ROCKLAND'S SECTION 203 DIVESTITURE FILING TO RULE ON THE MERGER

The Commission need not wait to ascertain who the buyer(s) of Orange
and Rockland's divested generation will be to evaluate and approve the Merger
for two reasons. First, as described above, Orange and Rockland will make an
FPA section 203 filing with the Commission in connection with its divestiture
sale. Thus, the Commission will be able to review Orange and Rockland's
proposed asset transfer before it is final to ensure that the purchaser(s) meet
the public interest and market power standards in the Policy Statement.

/29/ As explained in Mr. Jacob's testimony, the "to go" costs in each
generating unit are the avoidable costs of keeping a station open and producing
electricity, less any margins earned on the sale of energy and ancillary
services. In other words, the "to go" costs represent the actual costs of
keeping the unit available to provide capacity.

/30/ The Applicants have termed these interim preventive measures
"mitigation measures" in accordance with FERC's practice. However, Applicants
believe that the Merger does not create any market power problems to mitigate.
Rather, these measures serve to prevent any possible market power problems from
arising.
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Second, the identity of the buyer(s) of Orange and Rockland's divested
generation assets is irrelevant to the Commission's Appendix A criteria and the
calculation of the HHI changes resulting from the Merger./31/ The change in HHI
will be sufficiently low (below 50 points) that the Merger will necessarily pass
the Appendix A screens. Under the Policy Statement, a merger will not harm
competition if the change in HHI is less than 50 points where the post-merger
HHI exceeds 1800, and less than 100 points where the post-merger HHI is between
1000 and 1800. Once Orange and Rockland divests its generation, its share of
the market will be so miniscule (a .003% share of Economic Capacity) that the
change in HHI will be considerably less than 50 points. The change in HHI that
will result from the Merger thus will pass the Appendix A screens no matter who
purchases Orange and Rockland's generation.

3. VERTICAL EFFECTS

The Commission's Policy Statement also requires an inquiry into
whether the vertical effects of a merger will adversely affect competition. The
Commission's recent decisions and notice of proposed rulemaking concerning
mergers identify two primary

/31/ The HHI screens incorporated into both the U.S. Department of
Justice/Federal Trade Commission ("DOJ/FTC") Merger Guidelines and the Policy
Statement to identify mergers that will not harm competition are based on the
change in market concentration that results from the merger. The change in HHI
that results from the Merger does not depend upon the identity of the
purchaser(s) in Orange and Rockland's divestiture auction, which is not related
to the Merger. Indeed, the DOJ/FTC Guidelines make clear that the increase in
concentration associated with a merger can be calculated by reference only to
the market shares of the two merging firms: "The increase in concentration as
measured by the HHI can be calculated independently of the overall market
concentration by doubling the product of the market shares of the merging firms.
For example, the merger of firms with shares of 5 percent and 10 percent of the
market would increase the HHI by 100 (5 x 10 x 2 = 100)." U.S. Department of
Justice and Federal Trade Commission, Horizontal Merger Guidelines, 57 Fed. Reg.
41,552 at 41,558 n.18 (1992).
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vertical issues in electric/gas distribution convergence mergers: (1) whether
the merger will create the ability or incentive for the merged firm to raise
rivals' costs by using control over gas imports to favor its own gas generation;
and (2) whether the merger will likely result in anticompetitive
coordination./32/ The Commission has also raised the issue of whether a
convergence merger could permit a gas supplier to provide its electric marketing
affiliate with preferential access to commercially valuable information about
gas generator customers./33/ Dr. Hieronymus analyzes each of the relevant
upstream markets and finds that the Merger will not create any of these
concerns.

A. THE APPLICANTS LACK MARKET POWER OVER SUPPLIES OF COMMODITY
GAS

The upstream market involves three activities: (1) the selling of
commodity gas supplies; (2) the transportation of these supplies from gas-
producing regions into the market area; and (3) the local distribution of these
supplies to gas-fired utilities. Dr. Hieronymus first shows that the Applicants
will have no market power over supplies of commodity gas to gas generators.

Neither Con Edison nor Orange and Rockland owns any gas production
facilities and neither is a major aggregator/supplier to unaffiliated retailers
and off-system consumers. Consequently, they have no ability to control or
affect the availability or price of commodity gas sold to gas marketers and
suppliers to gas generators in the market.

/32/ See, e.g., Long Island Lighting Co., 80 FERC (P) 61,035, at 61,075-76
(1997) aff'd, 82 FERC (P) 61,216 (1998); San Diego Gas & Elec. Co., 79 FERC at
62,560. Notice of Proposed Rulemaking on Revised Filing Requirements Under Part
33 of the Federal Power Act, Docket No. RM98-4-000 (Apr. 16, 1998), 63 Fed. Reg.
20,340 (Apr. 24, 1998) ("Merger NOPR").

/33/ See, e.g., Merger NOPR, 63 Fed. Reg. at 20,353.
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Dr. Hieronymus' analysis shows that gas to serve generators that can provide
electricity to the downstate electricity market is produced over a large
geographic area served by multiple pipelines connecting the producing basins to
the gas market.

The Applicants' role in the commodity market is as buyers, not
sellers. Although they have purchase contracts for a significant amount of gas,
those purchases amount to at most 6.7 percent of the commodity purchases in the
region, and after the divestiture of their gas-fueled generation, will drop to 4
percent. Moreover, the Applicants have opened their gas systems to retail
access. Consequently, the electric gas generators served by their systems are
free to purchase from any gas marketer and are not captive to the
Applicants./34/

The Merger does not give the merged company any market power over the
marketing of gas as a commodity. Orange and Rockland exited the gas marketing
business in 1996, selling its gas marketing arm to Midcon, now part of KN
Energy. Con Edison's subsidiary, Con Edison Solutions, does engage in marketing
activities, but as Dr. Hieronymus demonstrates, its sales are relatively small.
In short, after the Merger, gas generators will have the same opportunities to
buy commodity gas that they had before the Merger. The market will remain
unchanged -- highly competitive.

/34/ Indeed, Dr. Hieronymus reports that as of June 1998, 41 independent
gas marketers have been approved to do business with Con Edison's customers and
Con Edison has distributed gas already for 21 of them. Similarly, Orange and
Rockland distributes gas for 22 marketers in its service territory.
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B. THE MERGER WILL NOT GIVE THE MERGED COMPANY THE ABILITY TO
EXERCISE MARKET POWER OVER ELECTRIC GENERATORS VIA CONTROL
OVER GAS TRANSPORTATION

Dr. Hieronymus' analysis demonstrates that the Merger will not give
the Applicants the ability to affect downstream electricity prices by reason of
control over long-haul gas transportation for gas generators. The relevant
market for gas transportation consists of southeastern New York, northeastern
Pennsylvania, and the northern half of New Jersey. The market is larger than
simply the downstate New York area and is defined by the operating criterion of
essentially interchangeable pipeline delivery points without loss of overall
regional pipeline capacity. The gas transportation network in this area serving
this market is extensive and highly interconnected. It includes numerous
independent long-haul pipeline companies including Columbia Gas Transmission
Corp., Transcontinental Gas Pipeline Co., Texas Eastern Transmission Corp.,
Tennessee Gas Pipeline Co., and Iroquois Gas Transmission System, Inc. --
transporting gas supplies from diverse areas. Together, these pipeline systems
have a transmission capacity of approximately 5.8 billion cubic feet per day.
Other FERC-certificated pipeline facilities are being added, which will have the
effect of expanding the pipeline capacity to serve this market in 1999.

The Applicants will have no market power over long-haul gas
transportation. They do not own any long-haul transportation facilities. They
have certain firm transportation rights, but, as Dr. Hieronymus demonstrates,
these rights will not give them any ability to exercise market power. First,
the merged company will have rights to only 11.1 percent of the long-haul firm
delivery rights that will exist in 1999, and the Merger would result in an HHI
increase of only 50 points. Thus, even if these contractual rights
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reflected the ability to influence long-haul capacity, the Merger would meet any
possible screening criterion.

Second, and equally important, the ownership of firm capacity
entitlements does not confer the ability to withhold output or raise prices in
any relevant market and is not a measure of market power. The Applicants' firm
rights are principally committed to their full service retail gas customers.
Moreover, the Applicants have no ability to withhold their transportation rights
from the market if they are not using them for this purpose. The only way the
holder of contractual rights to capacity could use them to drive up downstream
gas prices would be if it could restrict available gas delivery to the market by
neither using its rights nor releasing them to others. The Applicants, however,
cannot withhold the pipeline capacity represented by these entitlements. Any
unused capacity simply reverts to the pipeline operator as interruptible
capacity for sale to others or must be released under the Commission's Order No.
636./35/ If the Applicants do not use their rights, they lose them to
others./36/

C. THE MERGER WILL NOT CREATE THE INCENTIVE OR ABILITY TO
EXERCISE MARKET POWER THROUGH DISCRIMINATORY LOCAL GAS
TRANSPORTATION PRACTICES

The Merger also will not give the Applicants any enhanced incentive or
ability to exercise market power by reason of their ownership of local
distribution facilities. Both

/35/ Pipeline Service Obligations and Revisions to Regulations Governing
Self-Implementing Transportation; and Regulation of Natural Gas Pipelines After
Wellhead Decontrol, 57 Fed. Reg. 13,267 (Apr. 16, 1992), [Regs. Preambles 1991-
1996] FERC Stats. & Regs. (P) 30,939 (1992).

/36/ Finally, Orange and Rockland has no transportation delivery rights
inside New York City. Hence, the Merger also will not affect the transportation
supply opportunities available to generators that locate in the City.
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Orange and Rockland and Con Edison already operate local distribution businesses
that provide service to competing gas generators pursuant to the strictures of
NYPSC regulation. The Merger will not change this status or affect the
Applicants' incentives. Nor will the Merger give the merged company any
additional gas generation that it might have a new incentive or ability to treat
preferentially. To the contrary, Orange and Rockland and Con Edison are
divesting essentially all of their gas-fueled generation that is served over
their distribution facilities. Furthermore, Dr. Hieronymus demonstrates that all
of the generating stations that the Applicants' local gas distribution
facilities serve have economic bypass alternatives.

The Applicants will also be subject to code of conduct restrictions
that will further protect against possible vertical market power concerns. Con
Edison and Orange and Rockland each has in place Standards of Conduct that meet
the requirements of Order Nos. 888 and 889 and subsequent decisions./37/ 1In
addition, as part of the settlements of Con Edison's and Orange and Rockland's
retail restructuring proceedings, the NYPSC has approved affiliate transactions
rules and standards of conduct for each company. The Applicants have proposed
to apply these rules to the merged company with certain amendments necessary to
address the relationship between two regulated companies (i.e., Con Edison and
Orange and Rockland). These rules contain various protections regarding
affiliate activities, which Dr. Hieronymus details. Significantly, among them
is the Applicants' commitment not to disclose any proprietary gas customer
information (i.e., account-specific information) to their electric marketing
affiliates without the customer's

/37/ The Commission is well aware of the requirements of this code of
conduct, and they will not be repeated here. See, e.g., Consolidated Edison
Energy, Inc., 83 FERC (P) 61,236 (1998).
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consent, and to make available to the affiliate's competitors contemporaneously
any general customer or marketer information that is made available to the
affiliate.

D. THE MERGER RAISES NONE OF THE CONCERNS ON WHICH THE
COMMISSION FOCUSED IN ENOVA/PACIFIC ENTERPRISES

In sum, this Merger raises none of the vertical concerns on which the
Commission has focused in other contexts. In particular, the facts here are
clearly different from those in Enova/Pacific Enterprises. In Enova/Pacific
Enterprises, the concern was that Pacific Enterprises, which had a monopoly over
long-haul gas transportation and dominant control over gas storage, would, by
reason of its affiliation with an electric generating company, obtain the
incentive to manipulate the price and availability of gas to favor its newly
acquired gas generation./38/ There was also a concern that the merged company
might provide information about its gas generator customers on a preferential
basis to its electric marketing affiliate./39/

In this case, the Merger will not create any of these problems.
Applicants are mere local distribution companies. Thus, they lack the market
power over the supply of gas as an input that Pacific Enterprises was alleged to
have. They do not own any long-haul pipelines facilities or any material amount
of storage. They have no market power over commodity gas or long-haul
transportation. Because the Applicants are existing local distribution
companies, the Merger does not change their incentives./40/ Further, because the

/38/ San Diego Gas & Elec. Co., 79 FERC (P) 61,372.
/39/ Id. at 62,556.

/40/ The Commission held in the LILCO/Brooklyn Union merger that, to the
extent the merger did not change LILCO's status as a combination electric and
gas distribution company on Long Island, "the proposed transaction does not
affect LILCO's incentives." 80 FERC at 61,077. The

(Continued...)
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Applicants are divesting essentially all of their gas-fueled generation, the
Merger does not give them gas generation that they could favor. Finally, the
Applicants already have codes of conduct in place that cover sharing of customer
information. In short, the Commission's holding in Enova/Pacific Enterprises is
inapplicable here.

No credible argument can be raised that the merged company will have
the ability to control gas input prices and/or supply so as to impact
electricity prices. This is basically a merger between two wires and pipes
companies. It does not raise vertical market power concerns.

B. EFFECT ON RATES

In the Policy Statement, the Commission noted that, in assessing the
effects that a proposed merger could have on costs and rates, it will focus on
ratepayer protection mechanisms. As set forth in the testimony of William A.
Harkins and Frank P. Marino, the Merger will not have any adverse effect on
wholesale rates because Con Edison has no wholesale requirements customers and
Orange and Rockland's only wholesale requirements contracts are with its
subsidiaries, Pike and RECO.

Orange and Rockland sells full requirements wholesale power to its
wholly-owned subsidiaries, Pike in Pennsylvania, and RECO in New Jersey. Pike
and RECO have no employees of their own. They make only retail sales. As Mr.
Marino explains, because of the nature of Orange and Rockland's wholesale
relationship with its utility subsidiaries,

Commission found that Brooklyn Union's incentives had been potentially changed,
because it had not been in the electric business prior to the merger. Here, each
of the Applicants is a combination company prior to the Merger, and as noted
earlier, the Merger does not change that status of their incentives.
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and given Orange and Rockland's plans to divest fully its generation and the
impending availability of retail access in New Jersey and Pennsylvania,
ratepayer protections of the specific type described in the Policy Statement are
not relevant. The Policy Statement suggests that utilities "negotiate with
customers" before filing an "open season" or other ratepayer protection
mechanism to be offered in connection with a merger./41/ This provision was
plainly intended to apply to third-party customers whose contractual bargain may
be affected by a merger, not to the merging parties themselves. The apparent
intent of the Policy Statement is to protect ultimate consumers from the
unanticipated rate impacts of a merger. In this case, even assuming that the
Merger could adversely affect the wholesale rates charged to Pike and RECO, the
ultimate customers would not be negatively impacted. As Mr. Marino states, under
Orange and Rockland's retail access plans, on May 1, 1999, all of Pike's and
RECO's customers will have a choice of supplier. In effect, there will be an
"open season" for those customers.

Likewise, the Merger will not adversely affect the non-requirements
wholesale power sales contracts that Con Edison and Orange and Rockland have.
As stated in the testimony of Messrs. Harkins and Marino, any service that
customers under such contracts take from either Con Edison or Orange and
Rockland is at their choice and governed by their assessment of the economics of
a given transaction. If they believe that the price offered for electric
service is too high for any reason, they simply can buy from someone else or
produce the energy themselves.

/41/ Policy Statement at 30,124.
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Further, as Messrs. Jaeger and Hartwell explain in their testimony,
the rates to firm wholesale transmission customers will not be adversely
impacted by the Merger. The Applicants will offer transmission service pursuant
to the ISO tariff, which the Applicants expect will be operating prior to
consummation of the Merger. The ISO tariff is modeled after, and is consistent
with, Order No. 888. Thus, under the ISO tariff, transmission customers will
not be adversely affected by the Merger.

In the unlikely event that the ISO tariff is not in place prior to
consummation of the Merger, Con Edison and Orange and Rockland are filing, in
conjunction with this Application, a joint OATT, which provides access across
both companies' systems under a zonal approach. The joint OATT, which if it
takes effect would only be in place until the ISO tariff takes effect, allows
Con Edison and Orange and Rockland to maintain their present rates. As Messrs.
Jaeger and Hartwell describe, because the rates under the joint OATT will be in
effect for a short, interim period, if at all, adoption of a consolidated rate
is not warranted at this time. The Applicants, therefore, proposal zonal
transmission rates that will enhance access to their transmission systems by
eliminating rate panicking. The Applicants believe that this approach is
reasonable, especially because the proposal holds all current customers at least
harmless and offers greater access at one rate to new customers. Again, under
the joint OATT, rates to transmission customers will not be adversely affected.

Finally, Con Edison has a number of long-term firm transmission
contracts that were not made under its OATT, and Orange and Rockland has a non-
OATT transmission agreement with NYPA under which Orange and Rockland transmits
NYPA hydroelectric power to PSE&G. As noted in Messrs. Jaeger's and Hartwell's
testimony, Con
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Edison and Orange and Rockland commit that neither will seek to increase rates
under these transmission agreements to recover any Merger-related costs.

C. EFFECT ON REGULATION

The Commission focuses on two issues in deciding whether a proposed
merger would impair effective regulation: (1) whether the merger would shift
authority from the Commission to the SEC; and (2) whether affected states have
the authority to act on the merger./42/ The Merger will not result in any
shift of regulation from the Commission to the SEC. Further, each of the states
that regulate the merging parties has jurisdiction to approve the Merger.
Consequently, the Merger will not impair regulation.

As described in Mr. Harkins' testimony, it is anticipated that post-
acquisition transactions between Con Edison and Orange and Rockland and their
affiliates will be exempt from SEC regulation because CEI will remain an exempt
public utility holding company under section 3(a)(1) of PUHCA. Orange and
Rockland also will continue as an exempt holding company under section 3(a)(2)
of PUHCA. Accordingly, those transactions will remain subject to the
Commission's oversight and will be conducted in accordance with the Commission's
policies on intra-company services.

As Mr. Harkins testifies, in those mergers where the merged company
has been required to become a registered holding company under PUHCA, FERC has
conditioned merger approval on the merged firm's agreement to abide by the
Commission's policies with respect to intra-system transactions within the
newly-formed holding company

/42/ Policy Statement at 30,124-25.
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structure. The Applicants do not believe that the SEC will require CEI to become
a registered holding company. If the SEC were to require such registration as a
condition of Merger approval, however, the Applicants commit that for FERC
ratemaking purposes, they will follow the Commission's policies regarding
treatment of costs and revenues associated with intra-company services.

As to the issue of whether affected states have the authority to act
on the Merger, the Applicants have requested approval of the Merger by the state
public utility commissions in all of the relevant state jurisdictions -- New
York, New Jersey, and Pennsylvania. Accordingly, any impact that the Merger
might have on state regulatory authority will be addressed in the state
proceedings and need not affect this proceeding. Of course, each state
regulatory agency may intervene as of right in this proceeding.

VI. THE MERGER ACCOUNTING

The Policy Statement states that "proper accounting treatment is
a requirement for all mergers."/43/ As described in the testimony of Hyman
Schoenblum, Con Edison and Orange and Rockland will each record as a regulatory
asset in FERC Account 182 the respective costs that they incur to achieve the
Merger. Assuming that the Merger is approved, such costs will be amortized over
the five years beginning July 1, 1999. The July 1999 date was selected to match
the period when synergy savings are expected to begin, thereby matching the
Merger costs with the Merger savings. The amortization of the regulatory asset
will be a charge to Miscellaneous General Expenses (FERC Account 930.2).

/43/ Policy Statement at 30,126 (footnote omitted).
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Journal entries for CEI, Con Edison, and Orange and Rockland illustrating how
the companies intend to account for the costs of the Merger are included in
Exhibit No. APP-103 to Mr. Schoenblum's testimony. 1In addition, Exhibits C, E
and F to the Application, which include pro forma balance sheets of CEI and
Orange and Rockland, also illustrate the accounting treatment of the costs of
the Merger.

The Merger is an acquisition of the common stock of Orange and
Rockland by CEI and will be recorded using the purchase method of accounting for
business combinations in accordance with Accounting Principles Board Opinion No.
16. The purchase price will be compared to the fair value of Orange and
Rockland's net assets (which is assumed to be book value) at the time that the
transaction is completed, with the difference reflected as goodwill on CEI's
books and amortized over a 40-year period. As shown on the pro forma journal
entries, Con Edison and Orange and Rockland will reimburse CEI for their
appropriate share of goodwill expenses. The charges for the subsidiaries'
shares of goodwill will be "below-the-line" expenses charged to Miscellaneous
Amortizations (FERC Account 425).

As Mr. Schoenblum also testifies, post-Merger Con Edison and Orange
and Rockland will share many of the administrative functions that are currently
performed by two separate organizations. These areas include accounting,
auditing, information resources, treasury, legal, and corporate. 1In accordance
with general instruction No. 14 of the Uniform System of Accounts, records will
be kept reflecting the details of the post-Merger consolidation of
administrative functions.
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VII. OTHER FILINGS

In addition to the approval and related authorizations requested from
the Commission pursuant to FPA sections 203, and the joint OATT and revised
Standards of Conduct for Orange and Rockland that the Applicants are filing
contemporaneously with the Commission under FPA section 205, the Applicants have
also filed, or will hereafter file, the following requests for Federal and State
regulatory approvals in connection with the Merger:

A. OTHER FEDERAL FILINGS
1. SEC

As stated above, CEI owns all of Con Edison's issued and outstanding
common stock and is a public utility holding company under section 3(a)(1) of
PUHCA. The Applicants, therefore, must file for approval of the Merger before
the SEC pursuant to PUHCA section 9(a)(2). The Applicants expect to file for
such approval within approximately the next 30 days. CEI and Orange and
Rockland shall continue to claim their exemptions from registration under PUHCA
after the Merger.

2. HART-SCOTT-RODINO

Under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended ("HSR"), the Merger may not be consummated until certain information has
been submitted to the DOJ and the FTC and the HSR waiting period has been
satisfied. It is expected that CEI and Orange and Rockland will submit their
respective notification and report forms and all required information to the DOJ
and FTC in the fourth quarter of this year.
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B. STATE FILINGS
1. NEW YORK

Con Edison and Orange and Rockland are subject to the jurisdiction of
the NYPSC. On June 22, 1998, the Applicants filed a petition with the NYPSC
requesting approval of the Merger, a copy of which is included in Exhibit G to
this Application.

2. NEW JERSEY

Orange and Rockland's utility subsidiary, RECO, is subject to the
jurisdiction of the New Jersey Board of Public Utilities ("NJBPU"). On July 2,
1998, the Applicants filed a petition with the NJBPU requesting approval of the
Merger, a copy of which is included in Exhibit G to this Application.

3. PENNSYLVANIA

Orange and Rockland's other utility subsidiary, Pike, is subject to
the jurisdiction of the PAPUC. On July 2, 1998, the Applicants filed a petition
with the PAPUC requesting approval of the Merger, a copy of which is included in
Exhibit G to this Application.

VIII. INFORMATION SUBMITTED UNDER THE ACQUISITION

AND MERGER FILING REQUIREMENTS OF 18 C.F.R. (S) 33.2

A. SECTION 33.2(A)

THE EXACT NAME AND ADDRESS OF THE PRINCIPAL BUSINESS OFFICE OF THE
APPLICANTS.

Consolidated Edison Company of New York, Inc.
4 Irving Place
New York, New York 10003

52



Orange and Rockland Utilities, Inc.
One Blue Hill Plaza
Pearl River, New York 10965

B. SECTION 33.2(B)

NAME AND ADDRESS OF THE PERSONS AUTHORIZED TO RECEIVE NOTICES AND
COMMUNICATIONS WITH RESPECT TO THE APPLICATION.

For Con Edison:

Donald J. Stauber

Associate Counsel

Consolidated Edison Company of New York, Inc.
4 Irving Place

Room 1815-S

New York, New York 10003

For Orange and Rockland:

G.D. Caliendo

Senior Vice President & General Counsel
Orange and Rockland Utilities, Inc.

One Blue Hill Plaza

Pearl River, New York 10965

Counsel:

Douglas G. Green

Steptoe & Johnson LLP

1330 Connecticut Avenue, N.W.
washington, D.C. 20036

The Applicants request that the names of these persons be placed upon
the official service list compiled by the Secretary of the Commission in this
proceeding.

C. SECTION 33.2(C)
DESIGNATION OF THE TERRITORIES SERVED, BY COUNTIES AND STATES.

This information is contained in Section III of this Application.
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SECTION 33.2(D)

A GENERAL STATEMENT BRIEFLY DESCRIBING THE FACILITIES OWNED OR
OPERATED FOR TRANSMISSION OF ELECTRIC ENERGY IN INTERSTATE COMMERCE OR
THE SALE OF ELECTRIC AT WHOLESALE IN INTERSTATE COMMERCE.

This information is contained in Section III of this Application.
SECTION 33.2(E)

WHETHER THE APPLICATION IS FOR DISPOSITION OF FACILITIES BY SALE,
LEASE, OR OTHERWISE, A MERGER OR CONSOLIDATION OF FACILITIES, OR FOR
PURCHASE OR ACQUISITION OF SECURITIES OF A PUBLIC UTILITY, ALSO A
DESCRIPTION OF THE CONSIDERATION, IF ANY, AND THE METHOD OF ARRIVING
AT THE AMOUNT THEREOF.

The Merger involves the acquisition by CEI of the common stock of

Oorange and Rockland for the consideration of $58.50 per share, as described in
Section IV of this Application.

F.

SECTION 33.2(F)

A STATEMENT OF FACILITIES TO BE DISPOSED OF, CONSOLIDATED, OR MERGED,
GIVING A DESCRIPTION OF THEIR PRESENT USE AND OF THEIR PROPOSED USE
AFTER DISPOSITION, CONSOLIDATION, OR MERGER. STATE WHETHER THE
PROPOSED DISPOSITION OF FACILITIES OR PLAN FOR CONSOLIDATION OR MERGER
INCLUDES ALL THE OPERATING FACILITIES OF THE PARTIES TO THE
TRANSACTION.

A description of the facilities to be merged is set forth in Section

III of this Application. As a result of the Merger, Orange and Rockland will
become a wholly-owned subsidiary of CEI. Orange and Rockland will retain
ownership of all of its subsidiaries, including its two public utility
subsidiaries, RECO and Pike. The Merger includes all of the operating facilities
of Orange and Rockland. All jurisdictional facilities shall be operated after
the consummation of the Merger in substantially the same manner as they
currently are operated.
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SECTION 33.2(G)

A STATEMENT (IN THE FORM PRESCRIBED BY THE COMMISSION'S UNIFORM SYSTEM
OF ACCOUNTS FOR PUBLIC UTILITIES AND LICENSEES) OF THE COST OF THE
FACILITIES INVOLVED IN THE SALE, LEASE, OR OTHER DISPOSITION OR MERGER
OR CONSOLIDATION. IF ORIGINAL COST IS NOT KNOWN, AN ESTIMATE OF
ORIGINAL COST BASED, INSOFAR AS POSSIBLE, UPON RECORDS OR DATA OF THE
APPLICANT OR ITS PREDECESSORS MUST BE FURNISHED, TOGETHER WITH A FULL
EXPLANATION OF THE MANNER IN WHICH SUCH ESTIMATE HAS BEEN MADE, AND A
DESCRIPTION AND STATEMENT OF THE PRESENT CUSTODY OF ALL EXISTING
PERTINENT DATA AND RECORDS.

The costs of the facilities involved in the Merger are set forth in

the financial statements attached hereto as Exhibit C in accordance with section
33.3 of the Commission's regulations.

H.

SECTION 33.2(H)

A STATEMENT AS TO THE EFFECT OF PROPOSED TRANSACTION UPON ANY CONTRACT
FOR THE PURCHASE, SALE, OR INTERCHANGE OF ELECTRIC ENERGY.

The Merger will have no material effect upon any contract of the

Applicants for the purchase, sale, or interchange of electric energy.

I.

SECTION 33.2(I)

A STATEMENT AS TO WHETHER OR NOT ANY APPLICATION WITH RESPECT TO THE
TRANSACTION OR ANY PART THEREOF IS REQUIRED TO BE FILED WITH ANY OTHER
FEDERAL OR STATE REGULATORY BODY.

The other federal and state filings required in connection with the

Merger are set forth in Section VII of this Application.
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J.  SECTION 33.2(J)

THE FACTS RELIED UPON BY THE APPLICANTS TO SHOW THAT THE PROPOSED
DISPOSITION, MERGER, OR CONSOLIDATION OF FACILITIES OR ACQUISITION OF
SECURITIES WILL BE CONSISTENT WITH THE PUBLIC INTEREST.

The facts relied upon by the Applicants to show that the Merger will
be consistent with the public interest are set forth in this Application, and
the related exhibits and testimony herewith submitted.

K.  SECTION 33.2(K)

A BRIEF STATEMENT OF FRANCHISES HELD, SHOWING DATE OF EXPIRATION IF
NOT PERPETUAL.

Con Edison and Orange and Rockland each submit that it possesses
franchises, consents, or other rights necessary for its provision of electric,
gas or steam service in its service territory. A brief statement of the
franchises held by the Applicants is hereto attached as Attachment 2.

L. SECTION 33.2(L)

FORM OF NOTICE.

A form of notice suitable for publication in the Federal Register that
briefly summarizes the facts contained in this Application is hereto attached.
An electronic version of the notice is also submitted herewith on a 3 1/2 "
diskette, in WordPerfect 5.1 for DOS.

IX. REQUIRED EXHIBITS UNDER 18 C.F.R. (S) 33.3

The exhibits required pursuant to section 33.3 of the Commission's
regulations are included with this filing as Exhibits A through I.
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X. PROCEDURAL MATTERS

A. REQUEST FOR APPROVAL WITHOUT HEARING

The Applicants respectfully request that the Commission approve the
Merger without a hearing on the basis of the facts and analyses set forth in
this Application and supporting testimony and exhibits, which demonstrate that
the Merger will not have an adverse effect on competition, rates, or regulation.

B. CLOSING DATE

The Merger is scheduled to close on or before March 31, 1999. The
Applicants shall advise the Commission of the actual closing date promptly upon
its occurrence.

XI. CONCLUSION

For the reasons set forth in this Application and the supporting
testimony and exhibits, the Applicants respectfully request that the Commission:

1. Find that the Merger will not have a potential adverse effect on
competition, rates, or regulation, and that this filing with the
Commission satisfies all applicable requirements for
authorization of the Merger under section 203 of the Federal
Power Act and part 33 of the Commission's regulations;

2. Approve the Merger and grant any and all other authorizations or
approvals incidental thereto that may be required;

57



3. Issue such approvals and related authorizations based on the
Application and supporting materials, without hearing; and

4. wWaive any filing requirement or other regulation as the
Commission may find necessary or appropriate to allow this
Application to be accepted for filing and granted.

Respectfully submitted,

Douglas G. Green
Steven J. Ross
Jane I. Ryan

Steptoe & Johnson LLP
1330 Connecticut Avenue, N.W.
wWashington, DC 20036

Phone:
Fax:

John D. McMahon
Senior Vice President and General Counsel
Consolidated Edison Company
of New York, Inc.
4 Irving Place
New York, New York 10003
Phone: (212) 460-4600

September 9, 1998
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G. D. Caliendo

Senior Vice President and General
Counsel

Orange and Rockland Utilities, Inc.

One Blue Hill Plaza

Pearl River, New York 10965

Phone: (914) 352-6000



TESTIMONY OF
HYMAN SCHOENBLUM

ON BEHALF OF
CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.
AND
ORANGE AND ROCKLAND UTILITIES, INC.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Hyman Schoenblum and my business address is 4 Irving Place, New
York, New York 10003.

BY WHOM ARE YOU EMPLOYED?

I am employed by Consolidated Edison Company of New York, Inc. ("Con
Edison" or the "Company") as Vice President and Controller.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND, PROFESSIONAL QUALIFICATIONS
AND BUSINESS EXPERIENCE.

I was graduated from Baruch College in 1970, with a Bachelor of Business
Administration Degree in Accounting. In June 1977, I received a Masters
Degree in Finance from Baruch College.

I have been employed by Con Edison since July 1971. I worked for ten
years in the Accounting Research and Procedures Section of the Corporate
Accounting Department, rising to the position of Section Manager. In July
1981, I was promoted to Assistant Controller. From



November 1993 until June 1996, I was a Director in the Corporate Planning
Department working on various aspects of the electric restructuring
proceeding conducted by the New York Public Service Commission ("NYPSC").
In July 1996, I returned to Corporate Accounting as a Director responsible
for the accounting and financial matters associated with electric
restructuring. In March 1997, I was promoted to Vice President and
Treasurer, and in October 1997, I was appointed to my current position of
Vice President and Controller.

HAVE YOU APPEARED AS A WITNESS BEFORE ANY REGULATORY COMMISSIONS?

Yes, I have appeared before the NYPSC on numerous occasions as a witness in
support of Con Edison rate applications.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

My testimony is submitted in support of the proposed acquisition by
Consolidated Edison, Inc. ("CEI") of the common stock of Orange and
Rockland Utilities, Inc. ("Orange and Rockland") (the "Merger"). As
background, I will describe Con Edison, its corporate structure, and the
planned divestiture of its generation assets. I also will describe
generally the reasons why CEI decided to merge with Orange and Rockland,
the structure of the Merger, the expected costs and savings associated with
the Merger, and the proposed accounting treatment for those costs and
savings. I also will identify other witnesses testifying in support of the
Merger.
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EXISTING CORPORATE STRUCTURE

Q. PLEASE DESCRIBE CON EDISON AS IT IS CURRENTLY ORGANIZED.

A. Con Edison is an electric, gas, and steam corporation organized under the
laws of the State of New York and has its principal place of business at 4
Irving Place, New York, New York 10003. Con Edison is a public utility
subject to the jurisdiction of the Federal Energy Regulatory Commission
("FERC" or "Commission") under the Federal Power Act ("FPA"). Con Edison
is a wholly-owned subsidiary of CEI, whose formation FERC authorized in
1997 (81 FERC (P) 62,070 (1997)). CEI is a public utility holding company
under the Public Utility Holding Company Act of 1935 ("PUHCA") and is
exempt from regulation by the Securities and Exchange Commission ("SEC") in
accordance with section 3(a)(1) of PUHCA. The current corporate structure
of CEI is reflected in Exhibit No. APP-101 to my testimony.

Q. PLEASE DESCRIBE CON EDISON'S ELECTRIC SERVICE TERRITORY AND ITS CUSTOMERS.

A. Con Edison supplies retail electric service in all of New York City (except
part of the Borough of Queens) and in most of Westchester County, New York
to approximately three million customers. The Con Edison system has a
projected peak load of 9,585 MW in 1998. Currently, Con Edison provides
retail access to approximately 1,000 MW of customer load, with
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another 1,000 MW to have retail access on April 1, 1999, and the balance
gaining access thereafter. Con Edison has no wholesale electric
requirements customers, but does make off-system electric sales, as
described in the testimony of William A. Harkins. Con Edison's wholesale
transmission service arrangements are described in the joint testimony of
William L. Jaeger and James Hartwell.

HOW HAS CON EDISON STRUCTURED ITSELF TO RESPOND TO CHANGES IN THE ELECTRIC
INDUSTRY?

Con Edison has functionally separated its merchant function from its
transmission system operations. The merchant function activities are
conducted by Con Edison's Megawatt Hour Store. The transmission system is
operated by the System and Transmission Operations Department.

CEI has formed three unregulated subsidiaries (Con Edison Energy
("CEE"), Con Edison Solutions ("CES"), and Consolidated Edison Development
("CEDI")) to engage in energy transactions and to acquire and operate
electric generation capacity. It is envisioned that any future acquisitions
of generating capacity will be through CEE or CEDI, rather than by Con
Edison.

After the divestiture of its generation capacity, which I will
describe shortly, Con Edison will focus chiefly on the provision of
transmission and distribution services. Con Edison's restructuring is
complemented by the
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creation of a New York Independent System Operator ("NYISO"), which will
provide and administer transmission services rendered over Con Edison's
system. The status of the NYISO and its impact on transmission
arrangements post-Merger are discussed in the testimony of Messrs. Jaeger
and Hartwell.

PLEASE DESCRIBE GENERALLY CON EDISON'S GAS BUSINESS.

Con Edison provides retail gas service to approximately one million
customers in Manhattan, the Bronx, and parts of Queens and Westchester
Counties. As of December 31, 1997, the gas distribution system included
4,189 miles of mains. The highest historical maximum firm daily gas
sendout of 803 mdth (thousands of dekatherms) occurred on January 18, 1997.
Con Edison has a maximum daily firm gas delivery capability of 910 mdth,
which is available from the following sources: direct purchases - 584
mdth; storage withdrawals - 160 mdth, and Company LNG (liquefied natural
gas) - 166 mdth.

Con Edison has firm gas supply contracts with 16 gas suppliers for an
aggregate annual quantity of approximately 128 million dth. 1In addition to
its long-term supply sources, Con Edison purchases spot gas from producers
and marketers. During 1997, Con Edison purchased 117 million dth of firm
supply and 115 million dth of spot gas. Con Edison made
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purchases for electric generation of approximately 110 million dth of gas,
or 46 percent of the total gas delivered.

Con Edison's gas purchases are delivered under firm and interruptible
transportation agreements with seven major interstate pipeline companies:
Texas Eastern Transmission Corporation ("Texas Eastern"), Transcontinental
Gas Pipeline Corporation ("Transco"), Tennessee Gas Pipeline Company
("Tennessee"), Algonquin Gas Transmission Company, Iroquois Gas
Transmission System, National Fuel Gas Supply Corporation, and CNG
Transmission Corporation ("CNG"). With regard to gas storage, Con Edison
is part owner of the Honeoye Storage facility and a customer of the storage
service provided by that facility, and has long-term firm gas storage
contracts with Tennessee, Transco, Texas Eastern, and CNG.

As of July 1998, Con Edison provides firm and interruptible gas
transportation for approximately 11,500 industrial, commercial, and
residential customers in its gas service territory that have elected to
participate in Con Edison's gas retail access program and obtain their gas
supplies from third-party suppliers. During 1997, Con Edison transported
approximately 25.5 million dth of gas under this program.

Gas for the Company's full service customers and its gas retail access
program are managed on a day-to-day basis by Con Edison's Gas Supply
Department. Gas purchases for electric generation are managed on
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a day-to-day basis by Con Edison's Energy Management Department. The
distribution of gas to Con Edison's gas service customers and electric
generation stations is managed on a day-to-day basis by the Gas Operations
Department and the Gas Control Section of the Gas Supply Department.

PLEASE DESCRIBE ORANGE AND ROCKLAND AS IT CURRENTLY EXISTS.

Orange and Rockland is an electric and gas corporation, organized under the
laws of the State of New York and has its principal place of business at
One Blue Hill Plaza, Pearl River, New York 10965. Orange and Rockland is
a public utility subject to FERC's jurisdiction under the FPA. Orange and
Rockland has two wholly-owned utility subsidiaries: Rockland Electric
Company ("RECO0"), a New Jersey corporation; and Pike County Light & Power
Company ("Pike"), a Pennsylvania corporation. Orange and Rockland is a
public utility holding company that is exempt from SEC regulation under
section 3(a)(2) of PUHCA.

PLEASE DESCRIBE ORANGE AND ROCKLAND'S SERVICE TERRITORY AND ITS CUSTOMERS.

Orange and Rockland supplies retail gas and electric service in all of
Rockland County, most of Orange County, and part of Sullivan County, New
York. In New Jersey, Orange and Rockland's utility subsidiary, RECO,
supplies retail electric service in parts of Bergen County, Passaic County,
and Sussex County. In Pennsylvania, Orange and Rockland's
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utility subsidiary, Pike, supplies retail gas and electric service in parts
of Pike County. More details concerning Orange and Rockland and its
business functions are provided in the testimony of G. D. Caliendo and
Frank P. Marino. As Mr. Marino's testimony describes, Orange and Rockland's
corporate structure is such that it provides full requirements wholesale
service to RECO and Pike pursuant to FERC-approved tariffs. Mr. Marino also
describes Orange and Rockland's off-system wholesale sales. Messrs. Jaeger
and Hartwell describe Orange and Rockland's wholesale transmission service
arrangements. RECO and Pike have no wholesale electric customers.

Orange and Rockland currently owns 964 MW of installed generating
capacity. In its Electric Rate and Restructuring Plan, dated November 6,
1996, which the NYPSC approved in its orders dated November 26, and
December 31, 1997, Orange and Rockland agreed to divest all of its electric
generating assets. On April 16, 1998, the NYPSC approved the process for
the auctioning of Orange and Rockland's electric generating assets. The
divestiture process, which is expected to be completed by May 31, 1999, is
described in Mr. Marino's testimony.

THE MERGER

Q.

PLEASE DESCRIBE THE BACKGROUND TO THE MERGER.
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Dramatic changes are occurring in the electric and gas industries at the
federal and state levels, resulting in an increasingly competitive
environment in which traditionally-regulated gas and electric utilities
must do business. As a consequence of this industry transformation, Con
Edison and Orange and Rockland have each engaged in an on-going evaluation
of the energy industry to determine how best to respond to these changes.
As described further in the testimony of Mr. Caliendo, several months ago,
the companies commenced exploratory discussions to determine whether some
form of business combination might provide a mutually beneficial setting
for responding to this evolving and increasingly competitive energy
marketplace. Those discussions culminated in a series of intensive
meetings, and ultimately in an agreement on the terms and conditions of a
business combination that are set forth in the Agreement and Plan of
Merger, dated as of May 10, 1998 ("Merger Agreement"), a copy of which is
attached as Exhibit H to the Application. The Boards of Directors of
Orange and Rockland and CEI, respectively, approved the Merger Agreement.
Orange and Rockland's shareholders approved it on August 20, 1998. CEI
shareholder approval is not required.

PLEASE DESCRIBE THE MERGER.

In accordance with the terms and conditions of the Merger Agreement, CEI
proposes to acquire all of the common stock of Orange and Rockland for
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$58.50 per share in cash. To effect the Merger, C Acquisition Corp., a
special purpose subsidiary of CEI, will merge with and into Orange and
Rockland. Each outstanding share of Orange and Rockland stock will be
converted into the right to receive $58.50, and each share of C Acquisition
Corp. will be converted into a share of Orange and Rockland. As a result,
Orange and Rockland will be the surviving corporation and will become a
subsidiary of CEI. The existing subsidiaries of Orange and Rockland, both
regulated and unregulated, are expected to remain Orange and Rockland
subsidiaries. Attached as Exhibit No. APP-102 is a chart depicting the
post-Merger corporate organization of the merging companies. It is
expected that Con Edison, Orange and Rockland, RECO, and Pike each will
retain its separate corporate identity and name, assets and liabilities,
franchises, and certificates of public convenience and necessity. The
Merger is forecasted to close on or about March 31, 1999.

DIVESTITURE OF GENERATION CAPACITY

Q. PLEASE DESCRIBE CON EDISON'S GENERATION DIVESTITURE PROGRAM.

A. Con Edison has undertaken a comprehensive restructuring of its retail
electric service pursuant to a settlement agreement ("Restructuring
Agreement"), which the NYPSC approved by orders issued September 23, and
November 3, 1997, in Case 96-E-0897, subject to certain conditions and
understandings. The Restructuring Agreement committed Con Edison to
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divest at least 50 percent of its New York City fossil-fueled electric
generating capacity ("In-City Capacity") to unaffiliated third parties by
year-end 2002. In addition, the Restructuring Agreement required Con Edison
to transfer to its unregulated affiliates, by year-end 2002, all of its
electric generating plants not sold to third parties, except for the Indian
Point No. 2 nuclear generating facility and its associated gas turbines.

On February 27, 1998, Con Edison filed with the NYPSC a plan
("Divestiture Plan") to implement the divestiture of its electric
generating facilities. On April 15, 1998, Con Edison also proposed to
divest its steam/electric (co-generating) units located in New York City,
as set forth in its Steam System Plan.

The Merger does not affect the Divestiture Plan. Pursuant to the
Divestiture Plan, Con Edison will auction off its electric generating
facilities in three bundles:

1,434 MW consisting of the Arthur Kill generating station and
Astoria gas turbines ("Arthur Kill bundle");

2,168 MW consisting of the Ravenswood generating station and gas
turbines ("Ravenswood bundle"); and

1,858 MW consisting of the Astoria generating station plus the
Gowanus and Narrows gas turbines ("Astoria bundle").

Closing on the sales of these three bundles is expected by the end of the
first quarter of 1999. No purchaser may purchase more than one of these
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three bundles. Under Con Edison's Steam System Plan, Con Edison will
auction off the remainder of its generation in New York City in a fourth
bundle consisting of 463 MW of units that produce electricity and steam for
Con Edison's steam delivery system ("Steam electric bundle"). Con Edison
plans to close on the sales of the fourth bundle by the end of 1999.

The NYPSC, in its July 21, 1998 Order, gave Con Edison the option of
having its unregulated affiliate participate in the auction to purchase one
of the initial three bundles, subject to certain conditions. On July 24,
1998, Con Edison advised the NYPSC that its affiliate would forego its
right to participate in the auction based on the understanding that Con
Edison would receive certain treatment of any gains from the sales. The
NYPSC approved Con Edison's proposal on August 5, 1998. Accordingly, Con
Edison plans to divest all of its In-City Capacity generation to third
parties. As part of the Divestiture Plan, Con Edison expects to transfer
certain step-up transformers and other jurisdictional facilities. Thus, the
transfers ultimately will require the Commission's approval under FPA
section 203.

Con Edison filed with FERC on June 1, 1998, localized market power
mitigation measures designed to facilitate its Divestiture Plan. These
localized market power measures will prevent the new owners of Con Edison's
generation from exercising localized market power due to the unique local
transmission constraints and reliability rules in New York City.
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Con Edison is seeking FERC approval of these measures now because the
new buyers need to know the economic consequences of localized In-City
constraints before they can value their bids in the divestiture auction.
The individual buyers, of course, will also have to obtain market-based
pricing authority from FERC before they can sell this generation at market
prices in the broader markets outside the City.

Con Edison is also divesting its two-thirds interest in the Bowline
Point generating station that it co-owns with Orange and Rockland, which
owns the remaining one-third interest. By agreement with Orange and
Rockland, Con Edison's two-thirds (810 MW) interest will be sold (with
Orange and Rockland acting as Con Edison's agent) in connection with Orange
and Rockland's auction of all of its electric generation assets, as
discussed in Mr. Marino's testimony. Similarly, Con Edison has announced
its intention to divest its 400 MW interest in Central Hudson Gas &
Electric Corporation's Roseton station in conjunction with Central Hudson's
divestiture auction.

Merger Benefits

Q. HOW DOES THE MERGER FIT WITH CON EDISON'S STRATEGIC GOALS?

A. Con Edison's plan is to enlarge its transmission and distribution business
and customer base. The Merger will contribute to that goal, and it will
create efficiencies and facilitate the enhancement of customer services.

-13-



WHAT BENEFITS WILL THE MERGER PRODUCE?

The benefits from the Merger are driven by the operating efficiencies,
mostly in the administrative areas of the companies, and from expected
economies of scale.

PLEASE EXPLAIN HOW INCREASED EFFICIENCIES CAN BE ACHIEVED.

As competition intensifies within the industry, the combined resources of
Con Edison and Orange and Rockland will contribute to overall business
success. The combination of resources will benefit many areas, including
utility operations, product development, and corporate services. The
Merger is expected to lower the costs of providing energy and related
services when compared to the stand-alone costs of Con Edison and Orange
and Rockland, and will improve the efficiency of the combined companies by
increasing the customer base and providing synergies for the merged
companies.

IS BRINGING THE PERSONNEL OF THE TWO COMPANIES TOGETHER AN IMPORTANT
BENEFIT OF THE MERGER TO CUSTOMERS?

Yes, it is. Con Edison and Orange and Rockland are expected to remain
independent companies following the Merger. However, the Merger will
facilitate the integration of the capabilities, talents, and strengths of
the personnel of the two companies as well as the adoption of the best
practices
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of the two companies to facilitate efficiencies. The result will be a whole
that is greater than the sum of its parts, an arrangement that will
facilitate each company's ability to provide reliable transmission and
distribution services at reasonable rates.

ACCOUNTING MATTERS

Q. PLEASE DESCRIBE THE COSTS ASSOCIATED WITH THE MERGER.

A. Costs associated with the Merger consist of transaction, transition, and
employee costs. Transaction costs incurred to accomplish the Merger
include investment banking, legal, and consulting fees. Transition costs
are costs, other than transaction and employee costs, necessary to achieve
the combination of the companies. Examples of such costs include
information systems integration and communication costs, and the cost of
regulatory approvals. Employee costs include separation costs, relocation,
and training costs.

Q. HOW WILL THESE COSTS BE ACCOUNTED FOR ON CON EDISON'S AND ORANGE AND
ROCKLAND'S BOOKS?

A. The costs to achieve the Merger will be incurred by both Con Edison and
Orange and Rockland and will be recorded as a regulatory asset in FERC
Account 182 for the respective companies. Assuming that the Merger is
approved, such costs will be amortized over the five years beginning July
1!
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1999. The July 1999 date was selected to match the period when the
synergy savings are expected to begin, thus matching the Merger costs with
the synergy savings. The five-year amortization period is consistent with
the time period that Con Edison has historically utilized, and the NYPSC
has approved, to recover significant expenditures such as the costs of its
demand side management and enlightened energy programs. The amortization
of the regulatory asset will be a charge to Miscellaneous General Expenses
(FERC Account 930.2). Attached as Exhibit No. APP-103 are pro forma
journal entries for CEI, Con Edison, and Orange and Rockland that
illustrate how the companies intend to account for the costs of the Merger.
I also am sponsoring Exhibit Nos. C, E, and F to the Application, which
include pro forma balance sheets of CEI and Orange and Rockland that also
illustrate the accounting treatment of the costs of the Merger.

HOW WILL THE ACQUISITION OF THE COMMON STOCK OF ORANGE AND ROCKLAND BE
ACCOUNTED FOR?

The acquisition is a purchase of Orange and Rockland by CEI and will be
recorded using the purchase method of accounting for business combinations
in accordance with Accounting Principles Board Opinion No. 16. The
purchase price will be compared to the fair value of Orange and Rockland's
net assets (which is assumed to be book value) at the time
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that the transaction is completed, with the difference reflected as
goodwill on CEI's books and amortized over a 40-year period. As shown by
the pro forma journal entries in Exhibit No. APP-103, Con Edison and Orange
and Rockland will reimburse CEI for their appropriate shares of goodwill
expenses. The charges for the subsidiaries' shares of goodwill will be
"below-the-1line" expenses charged to Miscellaneous Amortizations (FERC
Account 425).

WHAT TYPES OF SERVICE WILL CON EDISON AND ORANGE AND ROCKLAND PROVIDE TO
EACH OTHER POST-MERGER?

The two companies will share many of the administrative functions that are
currently performed by two separate organizations. These areas include
accounting, auditing, information resources, treasury, legal, and
corporate.

HOW WILL THE COSTS OF THE JOINT ADMINISTRATIVE FUNCTIONS BE ALLOCATED AMONG
THE REGULATED SUBSIDIARIES?

In accordance with general instruction No. 14 of the Uniform System of
Accounts, records will be kept reflecting the details of the post-Merger
consolidation of administrative functions.

SUMMARY OF THE FILING

PLEASE SUMMARIZE THE COMPANIES' FILING IN THIS PROCEEDING.
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A. The Application, together with the supporting testimony and exhibits,
demonstrate the following:

(1) the Merger will not adversely affect competition;
(2) the Merger will not subject customers to increased rates;

(3) the Merger will not impair the effectiveness of Commission and
state regulation; and

(4) the accounting treatment for the Merger complies with the
Commission's rules and generally accepted accounting principles.

Consequently, FERC should find that the Merger is consistent with the
public interest.

Q. PLEASE DESCRIBE GENERALLY OTHER TESTIMONY SUBMITTED IN SUPPORT OF THE
MERGER.

A. The following additional testimony is submitted in support of the Merger:

Exhibit No. APP-200: William A. Harkins discusses the Merger's effect
on regulation and rates from the Con Edison perspective.

Exhibit No. APP-300: G. D. Caliendo explains the Merger benefits from
the Orange and Rockland perspective.
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Exhibit No. APP-400: Frank P. Marino describes the status of Orange
and Rockland's state restructuring efforts and the effect of the Merger on
rates from the Orange and Rockland perspective.

Exhibit No. APP-500: William L. Jaeger and James Hartwell describe the
establishment of the NYISO and the transmission service arrangements that
Con Edison and Orange and Rockland currently implement and propose to
implement post-Merger.

Exhibit No. APP-600: Andrew L. Jacob describes the interim market
power mitigation measures that the Applicants propose.

Exhibit No. APP-700: William H. Hieronymus presents the results of the
empirical analyses performed in accordance with the Commission's
requirements to determine the effect of the proposed Merger on competition.
DOES THIS COMPLETE YOUR TESTIMONY?

Yes, it does.
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EXHIBIT APP-200

TESTIMONY OF
WILLIAM A. HARKINS

ON BEHALF OF
CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.
AND
ORANGE AND ROCKLAND UTILITIES, INC.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is William A. Harkins and my business address is 4 Irving Place,
New York, New York 10003.

BY WHOM ARE YOU EMPLOYED?

I am employed by Consolidated Edison Company of New York, Inc. ("Con
Edison") as Vice President-Energy Management.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND, PROFESSIONAL QUALIFICATIONS
AND BUSINESS EXPERIENCE.

I graduated from Manhattan College in 1967 with a Bachelor of Engineering
degree, and from Rensselaer Polytechnic Institute in 1968 with a Master of
Science degree, both with majors in Mechanical Engineering. I also
received a Masters of Business Administration degree from Fordham
University in 1971. I am licensed as a Professional Engineer in New York
State.



I was first employed by Con Edison in 1968, as an Assistant Engineer
in Mechanical Engineering. From 1970 to 1978, I served in various positions
with increasing responsibilities in the area of nuclear fuel supply. In
1978, I was promoted to the position of Chief Generation Planning Engineer
in Con Edison's Planning Department. In 1983, I was elected Assistant Vice
President for Fuel Supply, and in 1986, I was assigned additional
responsibilities for Environmental Affairs. In 1989, I was promoted to the
position of Vice President for Planning and Inter-Utility Affairs.
Following a reorganization of certain functions, Planning and Inter-Utility
Affairs was renamed Energy Management.

PLEASE DESCRIBE YOUR CURRENT RESPONSIBILITIES.

My responsibilities include, among other things, planning for the Company's
electric and steam systems, managing the regulated wholesale electricity
trading function, managing purchased power contracts, and overseeing the
divestiture of certain Con Edison generation assets as part of its
restructuring plans.

HAVE YOU APPEARED AS A WITNESS BEFORE ANY REGULATORY COMMISSIONS?

Yes. I have testified before the New York Public Service Commission
("NYPSC") on numerous occasions.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
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A. My testimony addresses the questions of whether the proposed acquisition by
Consolidated Edison, Inc. ("CEI") of the common stock of Orange and
Rockland Utilities, Inc. ("Orange and Rockland") (the "Merger") will have
an impact on (1) Con Edison's wholesale electric sales rates; and (2) state
and federal regulation of Con Edison and Orange and Rockland (the
"Applicants").

EFFECT ON RATES

Q. DOES CON EDISON HAVE ANY WHOLESALE ELECTRIC REQUIREMENTS CUSTOMERS?

A. No, it does not.

Q. DOES CON EDISON MAKE OFF-SYSTEM SALES OF ENERGY AND CAPACITY?

A. Yes. Con Edison has several interconnection, interchange, and bilateral

arrangements that provide for energy and capacity transactions. These
agreements have been submitted to the Federal Energy Regulatory Commission
("FERC" or "Commission") and have designated FERC rate schedules.

Q. HOW ARE SALES UNDER THESE AGREEMENTS PRICED?
A. The rates for customers under some arrangements are capped at average
system embedded cost; some are fixed and some are set by formula and

periodically updated. Sales under most of these agreements are made at
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negotiated rates subject to a cost-based ceiling. Sales for some customers
are made at market-based rates under the appropriate rate schedule.

WILL THE MERGER HAVE ANY ADVERSE IMPACT ON THESE SALES CUSTOMERS?

No. Con Edison's existing cost-based interconnection and electric capacity
and/or energy sales agreements are "framework" or enabling agreements that
establish the ground rules under which a customer can purchase power from
Con Edison whenever such a transaction would be in the customer's economic
self-interest and Con Edison agrees to the particular transaction. The
customer is not obligated to purchase any specified quantity of power; it

is always free to purchase its power from other suppliers.

If, after the Merger, Con Edison attempted to increase the price for
sales under these agreements, the customers could simply not buy any power
under them. Given the Merger synergies, what is more likely to happen is a
reduction in costs, resulting in lower rates being available to such
customers should they choose to buy from Con Edison post-Merger.

Customers that purchase power under Con Edison's market-based rates
tariff likewise can simply choose not to purchase power from Con Edison
post-Merger. Moreover, for the brief interval between the closing of the
Merger and the completion of Orange and Rockland's generation divestiture,
the Applicants have committed to mitigation measures that, among other
things, circumscribe the pricing of their generation resources
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in the wholesale energy market. These mitigation measures are described in
the testimony of Andrew L. Jacob. In short, no wholesale sales customer of
Con Edison will be negatively impacted by the Merger.

EFFECT ON REGULATION

Q. WHAT GOVERNMENTAL APPROVALS ARE THE APPLICANTS SEEKING SO THAT THEY CAN
CONSUMMATE THE MERGER?

A. In addition to seeking FERC's approval, the Applicants are making the
following governmental filings in connection with the Merger:

(1)

(2)

Securities and Exchange Commission. Because of its ownership of
all the issued and outstanding common stock of Con Edison, CEI is
a public utility holding company under the Public Utility Holding
Company Act ("PUHCA"). Approval of the Securities and Exchange
Commission ("SEC") pursuant to section 9(a)(2) of PUHCA will be
required to consummate the Merger. A petition requesting such
approval is expected to be filed within approximately 30 days of
the date of this Application.

New York Public Service Commission. Both Con Edison and Orange
and Rockland are regulated by the NYPSC. A petition requesting
the NYPSC's approval of the Merger was
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(3)

(4)

(5)

filed on June 22, 1998. A copy is included in Exhibit G to the
Application.

New Jersey Board of Public Utilities. Rockland Electric Company,
a wholly-owned utility subsidiary of Orange and Rockland, is
subject to the jurisdiction of the New Jersey Board of Public
Utilities ("NJBPU"). A petition requesting the NJBPU's approval
of the Merger was filed on July 2, 1998. A copy is included in
Exhibit G to the Application.

Pennsylvania Public Utility Commission. Pike County Light & Power
Company, a wholly-owned utility subsidiary of Orange and
Rockland, is subject to the jurisdiction of the Pennsylvania
Public Utility Commission ("PAPUC"). A petition requesting the
PAPUC's approval of the Merger was filed on July 2, 1998. A copy
is included in Exhibit G to the Application.

Hart-Scott-Rodino. Under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended ("HSR"), the Merger may not
be consummated until the requisite notifications and report forms
have been filed with the Antitrust Division of the Department of
Justice and the Federal Trade Commission and
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the HSR waiting period requirements have been satisfied. It is
anticipated that the necessary HSR filings will be made in the
fourth quarter of this year.

WILL THE NON-ENERGY SERVICES PROVIDED BY CON EDISON AND ORANGE AND ROCKLAND
TO THEIR AFFILIATES BE SUBJECT TO REGULATION BY THE SEC?

No. It is anticipated that post-acquisition transactions between Con Edison
and Orange and Rockland and their affiliates will be exempt from SEC
regulation because CEI will remain an exempt public utility holding company
under section 3(a)(1) of PUHCA. Accordingly, those transactions will remain
subject to the Commission's and the NYPSC's oversight and will be conducted
in accordance with the Commission's and the NYPSC's policies on intra-
company services.

IN THOSE MERGERS WHERE THE MERGED COMPANY HAS BEEN REQUIRED TO BECOME A
REGISTERED HOLDING COMPANY UNDER PUHCA, FERC HAS CONDITIONED MERGER
APPROVAL ON THE AGREEMENT BY THE MERGED FIRM TO ABIDE BY THE FERC'S
POLICIES WITH RESPECT TO INTRA-SYSTEM TRANSACTIONS WITHIN THE NEWLY-FORMED
HOLDING COMPANY STRUCTURE. WILL THE APPLICANTS MAKE SUCH A COMMITMENT IN
THE EVENT THAT THE SEC REQUIRES THE MERGED FIRM TO BECOME A REGISTERED
HOLDING COMPANY?

Yes. As I said, the Applicants do not believe that the SEC will require the
merged firm to become a registered holding company. If, however, the
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SEC were to make this a condition of Merger approval, the Applicants commit
that for FERC ratemaking purposes, they will follow FERC's policies
regarding treatment of costs and revenues associated with intra-company
services.

COULD THE MERGER IMPAIR EFFECTIVE STATE REGULATION?

No. As I noted earlier, the Applicants have requested approval of the
Merger by the state public utility commissions in all three of the relevant
jurisdictions. Accordingly, any impact that the Merger might have on state
regulatory authority will be addressed in the state proceedings and need
not affect this proceeding. Of course, each state regulatory agency may
intervene as of right in this proceeding.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.



EXHIBIT APP-300

TESTIMONY OF
G. D. CALIENDO

ON BEHALF OF
CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.
AND
ORANGE AND ROCKLAND UTILITIES, INC.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is G. D. Caliendo and my business address is One Blue Hill
Plaza, Pearl River, New York 10965.

BY WHOM ARE YOU EMPLOYED?

I am employed by Orange and Rockland Utilities, Inc. ("Orange and
Rockland" or the "Company") as Senior Vice President, General Counsel,
Corporate Secretary and Compliance Officer.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND, PROFESSIONAL QUALIFICATIONS
AND BUSINESS EXPERIENCE.

I hold a B.A. from New York University and a J.D. from Fordham University
Law School. Before joining Orange and Rockland in early 1995, I served as
Senior Vice President, General Counsel and Secretary at Pennsylvania Power
& Light Company headquartered in Allentown, Pennsylvania. At Orange and
Rockland, I am responsible for the Company's legal, corporate
communications, public policy, environmental



services, security, safety, and regulatory affairs functions. I am admitted
to practice law in New York, Pennsylvania, and the District of Columbia.

Q. HAVE YOU APPEARED AS A WITNESS BEFORE ANY REGULATORY COMMISSIONS?

A. No, I have not.
Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
A. I will generally describe the corporate structure of Orange and Rockland,

why Orange and Rockland agreed to have its common stock acquired by
Consolidated Edison, Inc. ("CEI"), and why Orange and Rockland believes
that such acquisition (the "Merger") is in the public interest.

CORPORATE STRUCTURE

Q. PLEASE DESCRIBE ORANGE AND ROCKLAND AS IT IS CURRENTLY ORGANIZED.

A. Orange and Rockland is an electric and gas corporation organized under the
laws of the State of New York and is an exempt public utility holding
company under section 3(a)(2) of the Public Utility Holding Company Act of
1935. Orange and Rockland has two wholly-owned public utility
subsidiaries, Rockland Electric Company ("RECO0"), a New Jersey corporation,
and Pike County Light & Power Company ("Pike"), a Pennsylvania corporation.

The combined operations of Orange and Rockland and RECO and Pike
supply electricity and gas to service territories covering approximately
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1,350 square miles. Orange and Rockland supplies electric and gas service
in all of Rockland County, most of Orange County, and part of Sullivan
County, New York. 1In New Jersey, RECO supplies retail electric service to
the northern parts of Bergen and Passaic Counties and small areas in
northern Sussex County. Pike supplies retail electric and gas service to
the northeastern corner of Pike County, Pennsylvania. Orange and Rockland,
RECO, and Pike furnish retail electric service to approximately 269,000
customers in 96 communities with an estimated population of 681,000 and gas
service to approximately 114,000 customers in 57 communities with an
estimated population of 482,000. Approximately 77 percent of Orange and
Rockland's consolidated retail energy sales are from Orange and Rockland,
with 21 percent of consolidated retail energy sales from RECO, and
approximately one percent of consolidated retail energy sales from Pike.

Orange and Rockland's wholesale electric sales and its natural gas
business are described in the testimony of Frank P. Marino. The
transmission services that Orange and Rockland provides are described in
the joint testimony of William L. Jaeger and James Hartwell.

Orange and Rockland has two wholly-owned, active non-utility
subsidiaries, Clove Development Corporation ("Clove"), a New York
corporation, and O & R Development, Inc., a Delaware corporation. Clove
holds approximately 5,200 acres of real estate, located primarily in the
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Mongaup Valley region of Sullivan County, New York. O & R Development,
Inc. was formed to promote industrial and corporate development in Orange
and Rockland's service territory by providing improved sites and buildings.

RECO has two wholly-owned, non-utility subsidiaries, Saddle River
Holdings, Corp. and Enserve Holdings, Inc., both Delaware corporations.
Enserve Holdings has three wholly-owned, non-utility subsidiaries,
Palisades Energy Services, Inc., an energy service provider, Compass
Resources, Inc., and NORSTAR Holdings, Inc. ("NHI"), all Delaware
corporations. NHI has two wholly-owned, non-utility subsidiaries, NORSTAR
Management, Inc. ("NMI"), a gas marketing company that is discontinuing
operations, and Millbrook Holdings, Inc., which leases non-utility real
estate in Morris County, New Jersey, both Delaware corporations. NMI is
the sole general partner of a Delaware limited partnership, NORSTAR Energy
Limited Partnership, of which NHI is the sole limited partner. The NORSTAR
partnership is the majority owner of NORSTAR Energy Pipeline Company, LLC,
a Delaware limited liability company.

BACKGROUND TO MERGER AGREEMENT

Q. PLEASE DESCRIBE THE BACKDROP AGAINST WHICH ORANGE AND ROCKLAND AGREED TO
THE MERGER.



As described in more detail in Mr. Marino's testimony, in Orange and
Rockland's Electric Rate and Restructuring Plan dated November 6, 1997,
approved by the New York Public Service Commission in orders dated November
26, and December 31, 1997, in Case 96-E-0900, Orange and Rockland has
agreed to divest by auction all of its electric generating facilities.

Prior to agreeing to divest its electric generating facilities, Orange
and Rockland's management and Board of Directors ("Board"), in conjunction
with Orange and Rockland's financial advisors, J. P. Morgan & Co., Inc. and
Donaldson, Lufkin & Jenrette Securities Corporation ("DLJ"), reviewed the
increasingly competitive environment in the electric utility industry. DLJ
pointed out that once divestiture was complete, Orange and Rockland would
be only a transmission and distribution company facing deregulation and
regulatory risks, a consolidating industry, and limited growth prospects.
Accordingly, the Board authorized management and DLJ to explore the
possibility of combining Orange and Rockland with another entity, either
through the sale of Orange and Rockland or some other strategic
combination. From November through December 1997, a number of potential
strategic partners were contacted in order to determine their interest in
either merging with or acquiring Orange and Rockland. 1In
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January 1998, Orange and Rockland requested such parties to provide it
with non-binding indications of interest.

On February 3, and 4, 1998, preliminary, non-binding letters of
interest were received from certain of the entities that had expressed
interest in acquiring or merging with Orange and Rockland. After reviewing
those preliminary, non-binding letters of interest, the Board determined to
permit a limited number of the parties who expressed interest, including
CEI, to meet with management and conduct due diligence. During the period
February through April 1998, those parties performed due diligence and met
with management.

Between May 1, and May 4, 1998, proposals were received from each of
the interested parties. Each proposal included a draft merger agreement,
which contained the terms of the proposed merger, and which was revised to
include any changes that would be necessary to enter into a binding
agreement with Orange and Rockland.

On May 4, 5, and 6, 1998, Orange and Rockland considered the proposals
that it had received. On May 7, 1998, the Board authorized management,
together with DLJ and Orange and Rockland's legal counsel, to proceed with
negotiations with respect to the proposal that CEI had submitted. On May
8, and 9, 1998, representatives of management, DLJ, and Orange and
Rockland's legal counsel negotiated the terms of a merger
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agreement with CEI and its legal counsel. On May 10, 1998, the Board held
special meeting to review the terms of the transaction that had been
negotiated with CEI. After various presentations and full discussion and
analysis, the Board, by unanimous vote, approved the Merger.

HOW DOES THE MERGER FIT WITH ORANGE AND ROCKLAND'S STRATEGIC GOALS?

The Merger will create a regional company from two companies that share a
common vision of the strategic path necessary to succeed in the
increasingly competitive utility and energy services marketplace. Both
companies have committed to comprehensive generation divestiture programs
and will focus chiefly on the provision of transmission and distribution
services.

IS SHAREHOLDER APPROVAL OF THE MERGER REQUIRED?

Yes. The Agreement and Plan of Merger dated as of May 10, 1998, requires
the approval of the holders of two-thirds of the outstanding common stock
in Orange and Rockland. At a meeting held on August 20, 1998, the
requisite shareholder approval was obtained.

MERGER BENEFITS

HOW WILL ORANGE AND ROCKLAND'S CUSTOMERS BENEFIT FROM THE MERGER?

The Merger will provide the opportunity to achieve cost savings through
greater efficiencies and economies of scale and scope in areas such as
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utility operations, product development, advertising, and corporate
services. Although post-Merger, Orange and Rockland and CEI's utility
subsidiary, Consolidated Edison Company of New York, Inc. ("Con Edison")
will be separate operating companies owned by CEI, the Merger should also
strengthen the ability of Orange and Rockland and its affiliates to offer
additional services to their customers by providing access to innovative
technology and methods that Con Edison now uses. 1In addition, Orange and
Rockland will be able to draw on Con Edison's expertise to assure continued
system reliability.

As other witnesses demonstrate in their testimony supporting this
filing, the Merger will not adversely affect competition, rates, or
regulation. Consequently, the Federal Energy Regulatory Commission should
find the Merger to be consistent with the public interest and approve it.
DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.



EXHIBIT APP-400

TESTIMONY F
FRANK P. MARINO

ON BEHALF OF
CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.
AND
ORANGE AND ROCKLAND UTILITIES, INC.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Frank P. Marino and my business address is One Blue Hill Plaza,
Pearl River, New York 10965.

BY WHOM ARE YOU EMPLOYED?

I am employed by Orange and Rockland Utilities, Inc. ("Orange and Rockland"
or the "Company") as Director - Compliance.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND, PROFESSIONAL QUALIFICATIONS
AND BUSINESS EXPERIENCE.

I received a Bachelor of Science degree in Accounting from the State
University of New York at Plattsburgh in May 1987. 1In May 1991, I earned a
Masters of Business Administration degree in Finance from Fairleigh
Dickinson University. In addition, I am licensed as a certified public
accountant by the State of New Jersey. Since joining Orange and Rockland
as an Associate Financial Analyst in June 1987, I have progressed through
several positions of increasing responsibility. In March 1991, I was
promoted to the position of Administrator - Rate Matters. 1In



January 1994, I was promoted to Manager - Regulatory Affairs, where my
responsibilities included coordinating and preparing rate case filings and
related analyses and proposals for Orange and Rockland and its utility
subsidiaries and representing Orange and Rockland and its utility
subsidiaries before regulatory agencies. In October 1995, I was promoted to
my current position of Director - Compliance. In my current position, I am
responsible for Orange and Rockland's and its utility subsidiaries'
environmental, regulatory affairs, regulatory audits, demand-side
management, safety, and security functions.

HAVE YOU APPEARED AS A WITNESS BEFORE ANY REGULATORY COMMISSIONS?

Yes. I have testified before the New York Public Service Commission
("NYPSC") in Orange and Rockland's last two gas base rate proceedings,
Cases 91-G-0128 and 92-G-0050, its last electric base rate proceeding, Case
95-E-0491, and its electric restructuring proceeding, Case 96-E-0900. I
have also testified before the New Jersey Board of Public Utilities in
Rockland Electric Company's ("RECO") electric restructuring proceedings,
BPU Docket Nos. E97070464/E097070465/EQ97070466, OAL Docket No. PUC-7309-
97/PUC-7310-97, and before the Pennsylvania Public Utility Commission
("PAPUC") in Pike County Light & Power Company's ("Pike") electric
restructuring proceeding, Docket No. R-00974150.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
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I will describe generally the status of Orange and Rockland's state
restructuring efforts, including the planned divestiture of its generation
assets. I also will describe Orange and Rockland's gas business. Finally, I
will address the effects of the proposed acquisition of Orange and
Rockland's common stock by Consolidated Edison, Inc. (the "Merger") on
Orange and Rockland's electric wholesale sales rates.

GENERATION DIVESTITURE

Q.

PLEASE DESCRIBE GENERALLY THE RESTRUCTURING OF ORANGE AND ROCKLAND'S
ELECTRIC BUSINESS.

On November 26, and December 31, 1997, the NYPSC issued orders approving
Orange and Rockland's Electric Rate and Restructuring Plan ("Restructuring
Plan"). The Restructuring Plan provides, among other things, for the sale
of all of Orange and Rockland's electric generating assets. By order
issued April 16, 1998, the NYPSC authorized the auction process for the
divestiture of Orange and Rockland's electric generating assets.

WHAT IS THE CURRENT SCHEDULE FOR THE DIVESTITURE OF ORANGE AND ROCKLAND'S
ELECTRIC GENERATING ASSETS?

Orange and Rockland is auctioning all of its electric generating facilities
(including its one-third interest in the Bowline Point Generating Station)
as
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well as Consolidated Edison Company of New York, Inc.'s two-thirds
interest in the Bowline Station. Orange and Rockland has proceeded under a
two-phase auction process. Under Phase I, participants submitted non-
binding bids by August 3, 1998. A subset of those bidders has been
selected to proceed to Phase II. The current expected schedule provides
that winning bidder(s) will be selected in mid-October 1998. At that time,
filings will be made for the regulatory approvals required to effectuate
the sale(s). (In addition, the individual buyers will have to obtain
market-based pricing authority from the Federal Energy Regulatory
Commission ("FERC") before they can sell the generation at market-based
prices.) It is expected that final closings to transfer the assets will
occur by May 31, 1999.

RETAIL ACCESS

Q. DOES ORANGE AND ROCKLAND'S RESTRUCTURING PLAN ADDRESS RETAIL ACCESS IN
ADDITION TO PROVIDING FOR THE DIVESTITURE OF ORANGE AND ROCKLAND'S
GENERATION?

A. Yes. The Restructuring Plan further provides that full retail access to a
competitive energy and capacity market will be available for all Orange and

Rockland customers by May 1, 1999.

Pike, a wholly-owned utility subsidiary of Orange and Rockland, which
supplies electric and gas service in parts of Pike County,
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Pennsylvania, has likewise committed to full retail access to all of its
electric customers by May 1, 1999. In a recommended decision issued July 1,
1998, a PAPUC Administrative Law Judge approved a settlement, among Pike
and all other parties, which provides for full retail access by May 1,
1999. That settlement now awaits PAPUC approval. Orange and Rockland's
other wholly-owned utility subsidiary, RECO, also has committed to full
retail access to its customers in New Jersey by May 1, 1999.

THE GAS BUSINESS

Q. PLEASE DESCRIBE GENERALLY ORANGE AND ROCKLAND'S GAS BUSINESS.

A. Orange and Rockland and Pike distribute purchased natural gas, supplemented
at times of peak load by gas produced in its propane air gas plants, to
approximately 114,000 customers in Rockland and Orange Counties, New York
and Pike County, Pennsylvania. As of December 31, 1997, the gas
distribution system included 1,758 miles of mains. The highest historical
maximum firm daily gas sendout of 206,038 Mcf occurred on January 19, 1994.
Orange and Rockland and Pike have a maximum daily firm gas delivery
capability of 225,839 Mcf, which is available from the following sources:
direct purchases - 118,471 Mcf; storage withdrawals - 76,768 Mcf; and
Company manufactured gas - 30,600 Mcf.
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Orange and Rockland has firm, long-term gas supply contracts with
seven gas marketers. Together these contracts account for all of Orange and
Rockland's and Pike's firm gas requirements and include a contract with a
Canadian producer, which accounts for approximately 28 percent of the total
contracted supply. Contracts for the remaining 72 percent of the Company's
firm gas supply have been executed with six marketers for domestic gas
supplies.

In addition to its long-term supply sources, Orange and Rockland
purchases spot gas from producers and marketers primarily for the Company's
use in electric generation. During 1997, Orange and Rockland made spot
purchases of approximately 13.7 million Mcf of gas, or 34 percent of the
total gas supply.

To supplement purchased gas, Orange and Rockland manufactures gas at
its propane air gas plants located in Middletown, Orangeburg, and Suffern,
New York, which have a combined capacity of 30,600 Mcf per day of natural
gas equivalent. This capacity, together with gas purchases under contracts
between Orange and Rockland and its suppliers, is expected to provide
adequate peak day supplies to serve existing customers.

In addition to the gas supply contracts, Orange and Rockland has
provided for the transportation of gas through firm, long-term
transportation agreements with four major upstream pipeline companies:
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Tennessee Gas Pipeline Company ("Tennessee"), Columbia Gas Transmission
Corporation ("Columbia"), Algonquin Gas Transmission Company, and Texas
Eastern Transmission Corporation ("Texas Eastern"). Orange, and Rockland
has twelve points of interconnect with these four pipelines and an
interconnect with Transcontinental Gas Pipeline Corporation. The Company
also has entered into interruptible transportation agreements with these
same pipeline companies. The Company has long-term gas storage contract
arrangements with Tennessee, Columbia, and Texas Eastern.

As of July 1998, Orange and Rockland provides firm and interruptible
gas transportation for approximately 1,700 industrial, commercial, and
residential customers in its gas service territory in New York who elect to
obtain their own direct gas supplies. Residential and small commercial and
industrial customers are currently served through aggregation groups.
During 1997, approximately 4.5 Bcf of gas was transported for Orange and
Rockland's gas transportation customers.

The purchase and transportation of gas for Orange and Rockland's gas
service customers is managed on a day-to-day basis by the Company's Energy
Resources Department. The purchase and transportation of gas for electric
generation is managed on a day-to-day basis by the Company's Electric
Production Department. The distribution of gas to Orange and
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Rockland's gas service customers is managed on a day-to-day basis by the
Gas Control Department.

EFFECT ON ELECTRIC RATES

Q. DOES ORANGE AND ROCKLAND HAVE ANY WHOLESALE ELECTRIC REQUIREMENTS
CUSTOMERS?

A. Orange and Rockland has no third-party wholesale electric requirements
customers. Due to its corporate structure, Orange and Rockland does sell
to its wholly-owned utility subsidiaries, RECO and Pike, under FERC
jurisdictional wholesale requirements contracts. These are designated as
FERC Rate Schedules 61 and 60, respectively. RECO, which has no employees
of its own, provides retail electric service in New Jersey. Pike, which
has no employees of its own, provides retail electric and gas service in
Pennsylvania. Neither RECO nor Pike has any wholesale electric customers.

Q. WILL THE MERGER HAVE ANY IMPACT ON THE RATES CHARGED TO RECO AND PIKE?

A. No, it will not. First, I would note that FERC's emphasis in analyzing a
merger's impact on wholesale rates has been on ratepayer protection
mechanisms that the merging parties are expected to negotiate with their
third-party requirements customers. Those customers are generally
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municipal electric companies that have long-term contracts with one of the
merging parties. Orange and Rockland has no such customers. Because
Orange and Rockland wholly owns RECO and Pike, it would be negotiating with
itself over ratepayer protection mechanisms.

Second, in light of Orange and Rockland's state restructuring
commitments, the traditional relationship between Orange and Rockland, its
utility subsidiaries, and the ultimate consumers will be changing. As noted
above, Orange and Rockland has agreed to divest all of its electric
generating assets. Once the divestiture is complete, Orange and Rockland
will need to purchase in the wholesale market the power required for RECO
and Pike to meet the obligations of providers of last resort. As of May 1,
1999, RECO's and Pike's customers will have the right to choose a different
electric supplier. Consequently, if these customers become dissatisfied
with either Orange and Rockland's purchasing practices or the Merger, they
are free to go elsewhere for their electric supply. Full retail access is
the equivalent of an "open season" for such customers.

DOES ORANGE AND ROCKLAND MAKE OFF-SYSTEM SALES OF ENERGY AND CAPACITY?

Yes. Orange and Rockland has several interconnection, interchange, and
bilateral arrangements that provide for energy and capacity transactions.
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These agreements have been submitted to FERC and have designated FERC rate
schedules.

HOW ARE SALES UNDER THESE AGREEMENTS PRICED?

The rates for customers under some arrangements are capped at average
system embedded cost; some are fixed and some are set by formula and
periodically updated. Sales under most of these agreements are made at
negotiated rates subject to a cost-based ceiling. Sales for some customers
are made at market-based rates under the appropriate rate schedule.

WILL THE MERGER HAVE ANY ADVERSE IMPACT ON THESE SALES CUSTOMERS?

No. Orange and Rockland's existing cost-based interconnection and electric
capacity and/or energy sales agreements are "framework" or enabling
agreements that establish the ground rules under which a customer can
purchase power from Orange and Rockland whenever such a transaction would
be in the customer's economic self-interest and Orange and Rockland agrees
to the particular transaction. The customer is not obligated to purchase
any specified quantity of power; it is always free to purchase its power
from other suppliers.

If, after the Merger, Orange and Rockland attempted to increase the
price for sales under these agreements, the customers could simply not buy
any power under them. Given the Merger synergies, what is more likely to
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happen is a reduction in costs, resulting in lower rates being available to
such customers should they choose to buy from Orange and Rockland post-
Merger.

Customers that purchase power under Orange and Rockland's market-based
rates tariff likewise can simply choose not to purchase power from Orange
and Rockland post-Merger. Moreover, for the brief interval between the
closing of the Merger and the completion of Orange and Rockland's
generation divestiture, Con Edison and Orange and Rockland have committed
to mitigation measures that, among other things, circumscribe the pricing
of their generation resources in the wholesale energy market. These
mitigation measures are described in the testimony of Andrew L. Jacob. In
short, no wholesale sales customer of Orange and Rockland will be
negatively impacted by the Merger.

DOES THIS CONCLUDE YOUR TESTIMONY?
Yes.
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EXHIBIT APP-500

TESTIMONY OF
WILLIAM L. JAEGER AND JAMES HARTWELL

ON BEHALF OF
CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.
AND
ORANGE AND ROCKLAND UTILITIES, INC.

PLEASE STATE YOUR NAMES AND BUSINESS ADDRESSES.

My name is William L. Jaeger. My business address is 4 Irving Place, New
York, New York 10003.

My name is James Hartwell. My business address is 390 West Route 59,
Spring Valley, New York 10977.

MR. JAEGER, BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by Consolidated Edison Company of New York, Inc. ("Con
Edison"). My position is Chief Engineer, Planning and Engineering, System
and Transmission Operations.

PLEASE STATE YOUR QUALIFICATIONS.

I earned a Bachelors Degree in Electrical Engineering from the City College
of the City University of New York in 1969, and have been a registered
Professional Engineer licensed by the State of New York since 1976. I have
been employed by Con Edison since 1969. Most of my career has been focused
on overall bulk power system planning. I held a number



of positions of increased responsibility and, in 1983, I was promoted to
the position of Chief Engineer, Generation Planning. In 1989, I was re-
assigned to Fossil Power as a Plant Manager, a position I held until 1993,
when I assumed my current position.

DEFINE YOUR CURRENT DUTIES AS CHIEF ENGINEER.

I am responsible for the overall planning and development of the Company's
bulk power transmission system, engineering for the Company's underground
and overhead transmission system, load forecasting, and interfacing with
the Northeast Power Coordinating Council ("NPCC") and the New York Power
Pool ("NYPP") on transmission-related issues. I am currently Con Edison's
representative on the NPCC Reliability Coordinating Committee and was the
Chairperson of the NYPP Planning Committee during 1996. I also am currently
active in the restructuring of the NYPP. Part of my responsibility includes
transmission contract negotiations, dispute resolution, and the preparation
of tariff rates for transmission contracts.

MR. HARTWELL BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by Orange and Rockland Utilities, Inc. ("Orange and
Rockland") as a Principal in the Electric Resources Department.

PLEASE STATE YOUR QUALIFICATIONS.
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In my prior position as Manager, Inter-Utility Affairs, I was involved in
power contracting and developing transmission service agreements for Orange
and Rockland, and prior to that, I held the title of Chief of System
Operations, System Operations Department and Manager of Engineering
Services, Engineering Department.

For the past four and one-half years, I have been assigned to work on
the development of the New York Independent System Operator ("NYISO") and
currently serve as the Chairman of the Transmission Issues Resolution Team
of the NYPP Working Group.

Before joining Orange and Rockland, I was a consultant with Charles T.
Main, Inc., Boston, Massachusetts; a consultant for Jackson and Moreland
Engineers, Boston; Design Engineer for Boston Edison Company, Boston; and,
Design Engineer for Central Vermont Public Service Corporation, Rutland,
Vermont.

I hold a Bachelor of Science in Electrical Engineering from Norwich
University and a Masters of Science in Engineering Management from
Northeastern University. I am a licensed Professional Engineer in the State
of Massachusetts.

DEFINE YOUR CURRENT DUTIES AS ELECTRIC RESOURCES PRINCIPAL.
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As a Principal in the Electric Resources Department of Orange and Rockland,
I am responsible for negotiating and administering Orange and Rockland's
electric capacity and energy agreements.

MR. JAEGER, HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY REGULATORY
COMMISSIONS?

Yes, I have provided testimony on behalf of Con Edison in a number of
proceedings before the New York State Public Service Commission ("NYPSC")
and once before the Federal Energy Regulatory Commission ("FERC" or
"Commission") in support of Con Edison's open access transmission tariff
("OATT") filing in Docket No. OA96-138-000.

MR. HARTWELL, HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY OTHER REGULATORY
COMMISSIONS?

I have provided testimony in a number of proceedings before the NYPSC.
GENTLEMEN, WHAT IS THE PURPOSE OF YOUR TESTIMONY?

We are submitting this testimony in support of the proposed acquisition by
Consolidated Edison, Inc. ("CEI") of the common stock of Orange and
Rockland (the "Merger"). Our testimony describes the establishment of the
NYISO and the transmission service arrangements that Con Edison and Orange
and Rockland currently implement and propose to implement upon consummation
of the Merger.
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For purposes of the Section 205 fi ling, we discuss the joint open
access transmission tariff ("joint OATT") that the companies are filing
concurrently with the Application for Merger to be effective should the
NYISO transmission tariff not yet be effective as of the date that the
Merger is consummated. In addition, this testimony supports Orange and
Rockland's revised Order No. 889 Standards of Conduct.

THE NYISO

Q. WHAT EFFORTS HAVE BEEN MADE TO ESTABLISH THE NYISO?

A. The eight Member Companies of the NYPP have proposed a NYISO that will
replace many of the functions currently undertaken by the NYPP and will
assume certain additional responsibilities. The NYISO is intended to
complete the transition to full compliance with all of the requirements of
Order No. 888, including open membership, a governance structure not
dominated by any class of market participants, and open transmission access
to all market participants. The NYISO proposal is the product of an
extensive collaborative process that has taken place in New York State over
several years. The NYISO's structure was conditionally accepted by the
Commission in an order issued on June 30, 1998.

Q. WHEN DO YOU ANTICIPATE THAT THE NYISO WILL COMMENCE OPERATION?
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It is currently contemplated that the NYISO will commence operation on or
about December 1, 1998.

WHAT ROLE WILL THE NYISO PERFORM AS TO TRANSMISSION SERVICE?

The NYISO's primary functions will be to assure the reliable and efficient
operation of the bulk power system in New York State (including the
coordination of maintenance outage schedules), to provide open access
transmission services consistent with the principles of Order No. 888, and
to administer the NYISO tariff. The NYISO will have operational control
over a major portion of the bulk power system and will provide a security-
constrained unit commitment and dispatch of generation facilities. It will
also administer and maintain an open access same-time information system
("OASIS") for the New York State bulk power system.

PLEASE DESCRIBE THE PROPOSED NYISO TARIFF AND SERVICE ARRANGEMENTS.

The NYISO tariff establishes comprehensive terms and conditions for
transmission service, including eligibility, application procedures,
transmission operations, billing, and dispute resolution. Under the tariff,
the NYISO will provide all transmission services in New York State,
including ancillary services. The NYISO will be the sole point of
application for transmission service in the State. The NYISO will maintain
the safety and reliability of the transmission systems throughout the
State.
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The NYISO will administer transmission access, pricing and
settlements, and facilitate the commercial capacity, energy, ancillary
service, and transmission transactions throughout the State.

PLEASE DESCRIBE THE RATES THAT WILL APPLY TO TRANSMISSION SERVICE UNDER THE
NYISO TARIFF.

When the NYISO tariff takes effect, it will supersede the individual
transmission providers' OATTs and will govern transmission service over the
New York transmission system, except for enumerated grandfathered
transactions. The NYISO transmission charge is based on three components:

1. Transmission Service Charge ("TSC"): This charge ensures recovery
of the embedded cost of each Transmission Provider's transmission
system. This charge will be assessed to customers located within
each Transmission Provider's service territory and to deliveries
made at the point of exit from the New York Control Area ("NYCA")
for wheels through or out of the NYCA.

2. Transmission Usage Charge ("TUC"): This charge, assessed to all
transactions, covers the cost of marginal losses and, during
periods when the transmission system is constrained,
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the cost of congestion. In general, the congestion cost is based
on the difference in locational-based marginal energy prices on
either side of a transmission constraint. Customers can "hedge"
the cost of congestion and potentially mitigate congestion
charges by purchasing Transmission Congestion Contracts.

NYPA Transmission Adjustment Charge ("NTAC"): This is a surcharge
on all energy transactions designed to ensure recovery of the
annual transmission revenue requirement of the New York Power
Authority ("NYPA"). This charge will be assessed to all load
statewide, as well as to transmission customers that wheel
through and out of the NYCA.

WHAT ARE THE WHOLESALE TSCS THAT ARE PROPOSED FOR CON EDISON AND ORANGE AND

The wholesale TSCs proposed for Con Edison and Orange and Rockland as filed
with FERC on December 19, 1997, are $9.1759 per Mwh and $7.3726 per Mwh,
respectively, applied to actual energy deliveries for load served within
the NYCA and/or hourly schedules for wheels through and out of NYCA.
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THE APPLICANTS' CURRENT TRANSMISSION TARIFFS AND RATES

Q. WHAT TARIFFS CURRENTLY GOVERN TRANSMISSION SERVICE PROVIDED BY THE MERGER
APPLICANTS?

A. Con Edison and Orange and Rockland each has filed with the Commission, and
provides wholesale transmission service under, an OATT in accordance with
the pro forma tariff required under Order No. 888. In addition, Con Edison
has filed and provides retail transmission service under service agreements
attached to its OATT. The Commission has approved the terms and conditions
of the Con Edison OATT (including Con Edison's retail service agreements)
and the Orange and Rockland OATT. It should be noted that the Orange and
Rockland OATT provides for service over the transmission facilities of
Rockland Electric Company and Pike County Light & Power Company, New Jersey
and Pennsylvania companies, respectively, that are wholly-owned utility
subsidiaries of Orange and Rockland.

Q. WHAT RATES APPLY TO WHOLESALE TRANSMISSION SERVICES UNDER THE CON EDISON
OATT AND THE ORANGE AND ROCKLAND OATT?

A. Con Edison's rates on file for wholesale transmission service under its
OATT are $42.81/kW-yr for firm point to point service and $44.05/kW-yr for
network service. These rates are in effect subject to refund. A
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settlement regarding these rates was certified to the Commission on
February 28, 1998, in Docket No. 0A96-138-000, and currently is pending
Commission approval. The settlement is supported by the active parties to
the case. Three issues relating to ancillary service rates were reserved
for hearing and are pending an initial decision by the presiding
administrative law judge.

Orange and Rockland's rates on file for wholesale transmission service
under its OATT are $33.87/kW-yr for firm point to point service. The rate
for network service is determined by multiplying the ratio of a
transmission customer's network load coincident to Orange and Rockland's
peak load times Orange and Rockland's annual transmission revenue
requirement ($35,578,482).

WHAT RATES APPLY TO RETAIL TRANSMISSION SERVICES PROVIDED UNDER THE CON
EDISON OATT?

Con Edison's proposed rates for retail transmission service reflect a rate
design methodology that the NYPSC approved and that the Commission accepted
on June 12, 1998, in Docket No. ER98-2943-000.

WHAT RATES APPLY TO RETAIL TRANSMISSION SERVICES UNDER THE ORANGE AND
ROCKLAND OATT?
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A.

Q.

A.

Orange and Rockland has not yet filed these rates. They will be filed
shortly.

WHAT TARIFF WILL GOVERN TRANSMISSION SERVICES ON THE CON EDISON AND ORANGE
AND ROCKLAND SYSTEMS AFTER THE NYISO COMMENCES OPERATION?

The NYISO tariff will supersede Con Edison's and Orange and Rockland's
respective OATTs. As of the date on which the NYISO commences operation,
the NYISO will be the sole provider of transmission service in New York
State. The NYISO tariff will govern transmission service over the Con
Edison and Orange and Rockland transmission systems.

POST-MERGER TRANSMISSION TARIFFS AND RATES

Q.

A.

Q.

WILL THE MERGER AFFECT THE APPLICABILITY OF THE NYISO TARIFF TO
TRANSMISSION SERVICES OVER THE CON EDISON AND ORANGE AND ROCKLAND SYSTEMS?

No. The application of the NYISO tariff will not be affected by the Merger.
Assuming that the NYISO tariff is in effect at the time that the Merger is
consummated, it will be available for all eligible customers to use for
transmission service over the Con Edison and Orange and Rockland systems.

WHAT TARIFF WILL BE AVAILABLE SHOULD THE NYISO TARIFF NOT BE IN EFFECT AT
THE TIME THAT THE MERGER IS CONSUMMATED?
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In accordance with the Commission's policy in other merger cases, Con
Edison and Orange and Rockland are submitting for filing in a separate
docket, but concurrently with the Merger Application, a single-system joint
OATT.

DO CON EDISON AND ORANGE AND ROCKLAND PROPOSE TO FILE CONSOLIDATED RATES
UNDER THE JOINT OATT?

As indicated above, the current transmission rates of Con Edison and Orange
and Rockland differ. Because the rates under the joint OATT will be in
effect for a short, interim period, if at all, adoption of a consolidated
rate is not warranted at this time. The Companies, therefore, propose zonal
transmission tariff rates that will enhance access to their transmission
systems by eliminating rate pancaking.

WHAT RATES WILL THE COMPANIES USE IN THEIR JOINT OATT?

In order to eliminate cumulative charges for transmission services that
traverse the companies' systems, Con Edison and Orange and Rockland propose
to waive one of the transmission rates and will assess only the
transmission charge applicable at the point of withdrawal. Each company
will use the rates currently on file in its existing OATT. If the joint
OATT becomes effective because the NYISO tariff is not effective as of the
date of the consummation of the Merger, Con Edison and Orange and Rockland
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will submit revised rates if necessary to reflect any changes to those
rates required as a result of Commission action on Con Edison's currently
pending settlement.

WHAT IS THE PROPOSED EFFECTIVE DATE OF THE JOINT OATT?

Con Edison and Orange and Rockland request that the joint OATT become
effective on the date on which the Merger is consummated, provided that the
NYISO tariff has not already become effective. In other words, if the NYISO
tariff becomes effective prior to the consummation of the Merger, it will
apply to transmission service over the Con Edison and Orange and Rockland
systems. In that event, the joint OATT will have no applicability and
should be deemed withdrawn.

IS IT LIKELY THAT THE JOINT OATT WILL BECOME EFFECTIVE?

No. Given the scheduled dates for consummation of the Merger and for
commencement of NYISO operations, Con Edison and Orange and Rockland do not
anticipate that the joint OATT will ever become effective.

PLEASE DESCRIBE THE TERMS OF THE JOINT OATT.

The joint OATT is predicated upon the companies' current OATTs and reflects
only those changes necessary to render it jointly applicable to Orange and
Rockland and Con Edison. The changes, which are shown in a redlined
version, consist largely of definitional changes (Sections 1.47,
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1.51, and 1.52), changes to state separately the zonal rates for
transmission and ancillary services (to eliminate pancaked rates) and real
power losses (Sections 15.7, 28.5, 34, Schedules 1 through 8 ), and the
incorporation of provisions regarding Orange and Rockland's PowerPick
Retail Access Program (Article IV and Schedule 9).

WOULD YOU PROVIDE EXAMPLES OF HOW THIS RATE PROPOSAL WILL BE APPLIED?

Yes. Point to point customers making deliveries on the Con Edison system
will pay Con Edison's point to point rates, even if they have power wheeled
over the Orange and Rockland system in addition to the Con Edison system.
Point to point customers that wheel through both systems will pay only the
rate of the system at which the power exits to a third-party control area.
Network customers will pay the network rate of the system from which their
network loads are served. The ancillary services will track the
transmission services, so that a customer paying the Orange and Rockland
transmission rate would pay the Orange and Rockland rates for the
applicable ancillary services.

HOW WILL A CUSTOMER APPLY FOR SERVICE UNDER THE JOINT OATT?
All customers requesting transmission service will submit written
applications to Con Edison as set out in Section 17.1 of the tariff. Con

Edison and Orange and Rockland each will determine the available
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transmission capacity ("ATC") applicable to its system and ensure that ATC
is posted on NYPP's OASIS. Con Edison and Orange and Rockland will treat
parties that previously executed a service agreement with either company as
having executed a service agreement under the joint OATT; i.e., no new
service agreements will be required.

UNDER THE JOINT OATT, HOW DO THE COMPANIES INTEND TO TREAT THE CAPACITY
AVAILABLE OVER THE INTERCONNECTIONS BETWEEN CON EDISON AND ORANGE AND
ROCKLAND?

The companies do not intend to reserve additional capacity over such
interconnections for native load uses during any time that the joint OATT
is in effect. In other words, should the joint OATT go into effect,
whatever capacity is then available at the time the Merger is consummated
will be posted as ATC and available for third-party use.

DOES CON EDISON CURRENTLY HAVE IN PLACE ANY LONG-TERM FIRM TRANSMISSION
CONTRACTS THAT WERE NOT MADE UNDER THE CON EDISON OATT?

Yes. Con Edison has a number of long-term firm transmission contracts that
were not made under its OATT.

The most significant of these contracts provides for the delivery of
NYPA power to its preference customer load located within the Con Edison
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service territory. NYPA has a number of other supply programs for the
benefit of certain customers within the service territory for which
delivery service from Con Edison is required. These include deliveries for
Economic Development Power, Power for Jobs and for municipal agencies in
New York City and Westchester County. Con Edison also provides firm
transmission service to NYPA for its supply to selected customers on Long
Island. Con Edison provides firm transmission service to New York State
Electric and Gas Corporation for the supply of its load in Brewster, New
York. Con Edison also provides firm transmission service to the Long Island
Power Authority for delivery of firm resources located in upstate New York.
Con Edison commits that it will not seek to increase the rates under these
transmission agreements to recover any Merger-related costs.

DOES ORANGE AND ROCKLAND HAVE IN PLACE ANY LONG-TERM FIRM TRANSMISSION
CONTRACTS THAT WERE NOT MADE UNDER THE ORANGE AND ROCKLAND OATT?

Yes. Orange and Rockland has a transmission agreement with NYPA under which
NYPA hydroelectric power is transmitted to Public Service Electric and Gas
Company for redelivery to various municipal and cooperative utilities in
New Jersey. The Commission accepted the most recent amendment to that
contract on December 30, 1997, in Docket No.
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ER98-487-000. Orange and Rockland commits that it will not seek to increase
the rates under that agreement to recover any Merger-related costs.

WHAT STEPS ARE THE APPLICANTS TAKING TO COMPLY WITH THE ORDER NO. 889
STANDARDS OF CONDUCT?

Each of the companies previously has filed with the Commission Standards of
Conduct and implementation procedures that are consistent with the
requirements of Order No. 889. On June 30, 1998, Con Edison filed, in
Docket No. ER98-2491-001, revised standards which, among other things,
reflect the proposed Merger by treating Orange and Rockland as an
"affiliate" of Con Edison. This revision will have the effect of ensuring
that any dealings between Con Edison transmission personnel and Orange and
Rockland merchant function personnel are restricted in the same manner as
would be any dealings between Con Edison transmission personnel and Con
Edison merchant function personnel. That filing also revised Con Edison's
and its marketing affiliates' codes of conduct under the market-based
tariffs to treat Orange and Rockland as an affiliate of Con Edison (and its
marketing affiliates). Orange and Rockland made a similar filing on June
30, 1998, that was accepted by the Commission in Docket No. ER98-3560-000
on July 28, 1998.

In the Section 205 filing being made today, Orange and Rockland is
submitting revisions to its Order No. 889 Standards of Conduct that will
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assure that neither merchant function personnel of Con Edison nor any of
Con Edison's marketing affiliates will have preferential access to
transmission information or transmission service over the Orange and
Rockland system. Orange and Rockland has been operating consistent with
these revised standards since the Merger was announced.

DOES THIS COMPLETE YOUR TESTIMONY?
Yes, it does.
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EXHIBIT APP-600

TESTIMONY OF
ANDREW L. JACOB

ON BEHALF OF
CONSOLIDATED EDISON COMPANY OF NEW YORK, INC.
AND
ORANGE AND ROCKLAND UTILITIES, INC.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Andrew L. Jacob. I am Chief Engineer, Energy Management for the
Consolidated Edison Company of New York, Inc. ("Con Edison"), in its
offices at 4 Irving Place, New York, New York 10003.

WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL BACKGROUND?

I graduated from Manhattan College in 1969 with a Bachelor's Degree in
Mechanical Engineering. I also received a Master's Degree in Business
Administration from Pace University in 1974. I am licensed as a
Professional Engineer in New York State. From 1969 to 1983, I was employed
by American Electric Power Service Corporation in various Engineering
positions with increasing responsibilities. From 1983 to 1985, I was
Manager of Facilities Engineering at Columbia University. 1In 1985, I began
my career at Con Edison as Executive Assistant to the Executive Vice
President. From 1986 to 1989, I was



Plant Engineer of Con Edison's Ravenswood Electric Generating Station. In
1989, I was named Manager of Electric Generation Planning. In 1991, I was
promoted to my current position.

Q. PLEASE DESCRIBE YOUR CURRENT RESPONSIBILITIES.

A. As Chief Engineer, Energy Management, my responsibilities include planning
for Con Edison's electric and steam generating systems; estimating fuel
requirements for Con Edison's generating facilities; analyzing, planning,
and negotiating power purchase and sales contracts; and directing economic
studies relating to Con Edison's electric and steam systems. I am also
serving as the Director of Con Edison's divestiture plan, responsible for
achieving a successful and timely completion of the sale of the Company's
generating plants.

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY REGULATORY BODY?
A. Yes. I have testified on numerous occasions before the New York State

Public Service Commission ("NYPSC") and two times before this Commission.

INTRODUCTION AND SUMMARY OF TESTIMONY

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A. The purpose of my testimony is to specify Applicants' proposed Interim
Market Power Mitigation Measures, consistent with Dr. Hieronymus'
testimony. Dr.



Hieronymus, applying this Commission's merger guidelines, finds that with
Orange and Rockland Utilities, Inc.'s ("Orange and Rockland") divestiture
of its owned generating resources, the proposed merger between Con Edison
and Orange and Rockland (collectively, the "Applicants") presents no market
power concerns and readily passes all of the Commission's analytical
screening criteria.

However, Dr. Hieronymus notes that there is expected to be a short
(one or two month) period of time between the date the merger is
consummated and the date Orange and Rockland completes its divestiture, and
that during this brief interim period, certain of the Commission's
screening criteria would be exceeded./1/ Applicants do not believe they
would have any market power in the brief interim prior to Orange and
Rockland's divestiture. Dr. Hieronymus, moreover, points out that
Applicants would have no economic incentive to try to raise prices during
this interval. Nonetheless, to eliminate any possible market power
concerns, Applicants are committing to abide by certain mitigation measures
during any such interim period./2/

/1/ Of course, there may not be such an interval if the consummation date
of the merger slips slightly or if Orange and Rockland can complete its
divestiture ahead of schedule.

/2/ Applicants term these measures "interim mitigation measures" in
accordance with FERC practice. However, as noted above, Applicants do not
believe that the merger creates any interim market power problems that require
"mitigation." These preventive measures are intended to preclude any possible
problem from arising.



My testimony describes Applicants' proposed Interim Mitigation
Measures. These measures cap Applicants' bids for energy at variable costs,
cap Applicant's bids for capacity at their "to-go" (i.e., avoidable) costs,
and specify certain minimum availability criteria.

INTERIM MITIGATION MEASURES

Q. HAVE YOU SET OUT APPLICANTS' PROPOSED INTERIM MITIGATION MEASURES AS AN
EXHIBIT TO THIS TESTIMONY?

A. Yes. These measures are attached to my testimony as Exhibit APP-601.

Q. WHAT IS THE TERM OF THESE INTERIM MITIGATION MEASURES?

A. These measures will extend from the closing of the merger until the
completion of Orange and Rockland's divestiture program.

Q. WHAT GENERATING RESOURCES WILL BE SUBJECT TO THESE MEASURES DURING THIS
INTERIM PERIOD?

A. The interim mitigation measures will be applicable to all of Applicants'
generating resources, both Con Edison's and Orange and Rockland's.

Q. PLEASE DESCRIBE THE INTERIM MITIGATION MEASURES THAT THE APPLICANTS
PROPOSE.

A. Applicants propose interim measures regarding both energy and capacity.
wWith respect to energy, these measures will cap all bids the Applicants
submit to the



New York Independent System Operator ('"NYISO") for the sale of energy./3/
More specifically, the interim mitigation measures will require that all of
Applicants' bids into the NYISO's Day Ahead and Balancing (or Real Time)
Energy Markets be capped at variable costs. The variable costs will be
determined on the basis of the units' established heat rate curves and the
applicable fuel cost for the type of unit in question.

With respect to capacity, the proposed measures require that any
capacity that the Applicants bid into the NYISO capacity market will be bid
at the applicable generator's "to-go" (i.e., avoidable) costs. The "to go"
costs for each owned generating unit are the avoidable costs of keeping a
station open and producing electricity, less any net revenues earned on the
sale of energy and ancillary services. In other words, the "to go" costs
represent the actual costs of keeping the unit available to provide
capacity. As described below, the NYPSC is developing procedures for
calculating such "to go" costs.

Q. PLEASE DESCRIBE THE AVAILABILITY CRITERIA THAT WILL BE IMPOSED BY THE
PROPOSED INTERIM MEASURES.

/3/ The interim measures would cover bids into the ISO directly or through
a power exchange.



Applicants, over any 60 day period, must make the subject generating
resources available to the NYISO energy market (on a self-scheduled or bid
basis) at the level of availability achieved on average during the same
period over the last three years or explain any shortfall to the
satisfaction of the NYISO. Applicants must also make the resources
available to the capacity market. This will ensure that Applicants will
not withhold their generation from the market during any interim period
prior to Orange and Rockland's divestiture. 1In addition, the NYISO
monitoring program will be able to review the overall operation of these
resources and may investigate any anomalous behavior given overall market
conditions.

WILL APPLICANTS RETAIN THE RIGHT TO SELF-SCHEDULE THE GENERATORS COVERED IN
THE INTERIM MITIGATION MEASURES?

Yes. Orange and Rockland expects to self-schedule its generation to meet
the needs of its remaining regulated retail customer base. The interim
mitigation measures will apply to the extent Orange and Rockland has any
generation remaining after meeting load pocket and native load
requirements. Con Edison is required by its retail restructuring
settlement approved by the NYPSC to bid all of its owned electric
generation (fossil fueled and nuclear generation) into the NYISO energy and
capacity markets, and the mitigation measures will cover such bids. Con
Edison reserves the option to self-schedule its remaining generating
resources to meet retail customer requirements.
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YOU MENTIONED THAT THE NYPSC IS IN THE PROCESS OF DEVELOPING A METHODOLOGY
FOR CALCULATING "TO GO" COSTS? PLEASE ELABORATE.

As a condition of its retail restructuring Settlement Agreement with the
New York Public Service Commission in Case 96-E-0897, Con Edison is already
required to bid its electric capacity (fossil-fired and nuclear generation)
into the capacity market at no less than its "'to go' or avoidable costs."
Settlement Agreement at para. 11(d), Exhibit No. APP 602. The interim
mitigation measures proposed here would cap Applicant's capacity bids at
this level until completion of Orange and Rockland's divestiture. Con
Edison's NYPSC Settlement requires Con Edison to calculate its "to go"
costs according to procedures that will be verified and approved by the
NYPSC Staff. 1In complying with the proposed mitigation measures,
Applicants plan to calculate the "to go" costs of their generating
resources in accordance with these procedures. Their bids will be
auditable by the NYPSC and by NYISO's monitoring program.

DOES THIS COMPLETE YOUR TESTIMONY?

Yes.
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EXHIBIT APP-700

UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Consolidated Edison Company of New York, Inc. ) Docket No.
Orange and Rockland Utilities, Inc. )

PREPARED DIRECT TESTIMONY
AND EXHIBITS OF
WILLIAM H. HIERONYMUS

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A. My name is William H. Hieronymus. I am a managing director of Putnam,
Hayes & Bartlett, Inc. ("PHB") in its office at One Memorial Drive,
Cambridge, MA 02142.

I. QUALIFICATIONS
Q. WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL BACKGROUND?

A. I received a bachelor's degree from the University of Iowa in 1965, a
master's degree in economics in 1967, and a doctoral degree in economics in
1969 from the University of Michigan, where I was a Woodrow Wilson Fellow
and National Science Foundation Fellow. After serving in the US Army, I
began my consulting career.

In 1973, I joined Charles River Associates Inc. and specialized initially
in antitrust economics. By the mid-1970s, my focus was principally on the
economics of energy and network industries. 1In 1978, I joined PHB where my
consulting practice has continued to focus on network industries,
particularly electric utilities.

During the past twenty-odd years, I have completed numerous assignments for
electric utilities, state and federal government agencies and regulatory
bodies; energy and equipment companies; research organizations and trade
associations; independent power
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producers and investors; international aid and lending agencies; and
foreign governments. While I have worked on most economics-related aspects
of the utility sector, a major focus has been public policies and their
relation to the operation of utility companies.

Since 1988, I have focused primarily on electric utility industry
restructuring, regulatory innovation and privatization. In that year I
began consulting on the restructuring and privatization of the electric
utility industry of the United Kingdom, an assignment on which I worked
nearly full-time through the completion of restructuring in 1990. During
that period, as well as after, I also have completed major assignments
related to utility restructuring in other western European countries,
eastern and central Europe, the former Soviet Union and New Zealand.

With my return to the United States in 1993, I began work on the
restructuring and regulatory reform of the US electricity industry