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March 29, 2016

Minutes of the Annual Meeting of the Power Authority of the State of New York held via video
conference at the Clarence D. Rappleyea Building, 123 Main Street, White Plains, New York at

approximately 10:00 a.m.

Members of the Board present were:

Eugene L. Nicandri, Vice Chairman
Terrance P. Flynn, Trustee

Dr. Anne M, Kress, Trustee
Anthony J. Picente, Jr., Trustee
Tracy McKibben, Trustee

John R. Koelmel, Chairman — Excused

Gil Quiniones
Justin Driscoll
Robert Lurie
Edward Welz
Parija Soubhagya
Jill Anderson
Jennifer Faulkner
Joseph Kessler
James Pasquale
Kristine Pizzo
Philip Toia
Bradford Van Auken
Rocco lannarelli
Gerard Vincitore
Karen Delince
Thomas Concadoro
Kristen Barbato
John Canale

Ruth Colon

Keith Hayes
Ethan Riegelhaupt
Steven Gosset
Silvia Louie

Lorna Johnson
Sheila Baughman
Jaiah Gottor
Joseph Rivera
Glenn Martinez

President and Chief Executive Officer

Executive Vice President and General Counsel

Executive Vice President and Chief Financial Officer

Executive Vice President and Chief Operating Officer

Senior Vice President and Chief Risk Officer

Senior Vice President — Wholesale Commercial Operations

Senior Vice President — Internal Audit

Senior Vice President — Power Generation

Senior Vice President — Economic Development & Energy Efficiency
Senior Vice President — Human Resources

Senior Vice President — Transmission

Senior Vice President — Operations Support Services & Chief Engineer
Senior Vice President — Corporate Affairs

Senior Vice President — Corporate Finance

Vice President and Corporate Secretary

Vice President and Controller

Vice President — Customer Energy Solutions

Vice President — Procurement

Vice President — Enterprise Shared Services

Vice President — Marketing

Vice President — Corporate Communications

Manager — Media Relations

Senior Project Manager — Executive Office/Public and Regulatory Affairs
Senior Associate Corporate Secretary

Senior Assistant Corporate Secretary

Manager — Network Services — Infrastructure

Network Architect — Infrastructure

Senior Network Analyst — Infrastructure

Vice Chairman Nicandri presided over the meeting. Corporate Secretary Delince kept the Minutes.
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Introduction

Vice Chairman Nicandri said Chairman Koelmel is excused from the meeting and he would be
acting as Chair for the meeting. He welcomed the Trustees and staff members who were present at the
meeting and said that the meeting had been duly noticed as required by the Open Meetings Law and
called the meeting to order pursuant to the Authority’s Bylaws, Article Ill, Section 3.

Vice Chairman Nicandri continued that, before the adoption of the Agenda for the meeting, on
behalf of the Board, he wanted to congratulate Trustee McKibben on being selected by Savoy Magazine
as one of its 2016 Most Influential Black Corporate Directors. He said the magazine also congratulated

the Authority for embracing diversity on its corporate Board.
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1. Adoption of the March 29, 2016 Proposed Meeting Agenda

Vice Chairman Nicandri said the Executive Session portion of the meeting has been withdrawn.
Upon motion made by Trustee Kress and seconded by Trustee McKibben, the meeting Agenda was

adopted, as amended.

Conflicts of Interest

Trustee Kress said that in response to the inquiry regarding conflicts of interest she had indicated
to the Corporate Secretary that she had a conflict with Siemens Industries, Inc. However, on further
review, since the college’s relationship with Siemens preceded her tenure, a conflict of interest does not

exist; therefore, she is withdrawing her initial response.

The following Trustees declared conflicts of interest as indicated below and said they would not
participate in the discussions or votes as it relates to those matters.

Trustee Flynn:
e Moog, Inc. (Item #2c-iii);
e Bureau Veritas North America, Inc.; O'Brien & Gere Engineers, Inc.; Veolia ES Technical
Solutions LLC; Waste Management of NY — Utica (Item #2d-i)
e Siemens Industries, Inc. (Item #2d-iv)
¢ Nicholas H. Noyes Memorial Hospital, Inc. (Item #4a)

Trustee Kress:
e 1366 Technologies Inc. (Item #2c-ii)

Vice Chairman Nicandri and Trustees Picente and McKibben declared no conflicts.
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2. CONSENT AGENDA:

Upon motion made by Trustee Picente and seconded by Trustee Kress, the Consent Agenda was
approved.
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a. Governance Matters:

i. Approval of the Minutes

The Minutes of the Regular Meeting held on January 26, 2016 were unanimously adopted.
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i. Company Policy — Risk Management and
Executive Risk Management Committee Charter

The President and Chief Executive Officer submitted the following report:

“SUMMARY

The Trustees are requested to approve the 2016 Company Policy — Risk Management (the
‘Policy’) and the 2016 Executive Risk Management Committee Charter (the ‘Charter’), which are attached
hereto as Exhibits ‘2a ii-A’ and ‘2a ii-B.’

In accordance with leading industry practice, the Trustees' approval of governance materials is
intended as an affirmation of the philosophy, framework and delegation of authority for the Authority’s risk
management activities, including the management of enterprise risks and energy commodity and credit
risk.

The members of the Executive Risk Management Committee (‘ERMC’) and the Audit Committee
of the Board of Trustees reviewed the proposed Policy and Charter and recommend their approval.

BACKGROUND

At their meeting of May 22, 2014, the Trustees approved the 2014 Policy and Charter that are to
be updated and submitted for annual Trustee approval.

DISCUSSION

The Policy and Charter establish the Authority’s governance related to risk management,
including the management of enterprise risks and energy commodity and credit risk. As the enterprise
risk management program matures, the Policy and Charter expands and improves the governance
structure and controls and further establishes accountabilities for all Authority risk management activities.

Proposed changes include the conversion of the document into the Business Controls Group
templates for consistency, update of definitions that better represent the Authority’s current risk
management practice, the characterization of risk appetite as it pertains to the Authority’s mission, the
development of a risk management framework and the authority to approve risk response activities. Also
proposed is the clarification of the ERMC approval voting, the ability to provide for additional Committee
members and the Chief Risk Officer’s responsibility to provide administrative support for the conduct of
the ERMC meetings. These changes are summarized in the ‘Revision’ section of Exhibits ‘2a ii-A’ and ‘2a
i-B.’

RECOMMENDATION

The Senior Vice President — Chief Risk Officer recommends that the Trustees approve the 2016
Company Policy — Risk Management and the 2016 Executive Risk Management Committee Charter as
reflected in Exhibits ‘2a ii-A’ and ‘2a ii-B’ and discussed above.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”
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The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the Company Policy — Risk
Management (the “Policy”) and the related Executive
Risk Management Committee Charter (the “Charter”)
establishing the philosophy, framework and delegation
of authority necessary to govern the activities of the
Authority related to risk management, including the
program for Energy Commodity and Credit Risk
Management, is hereby adopted in the form attached as
Exhibits “2a ii-A” and “2a ii-B”; and be it further

RESOLVED, That the Executive Risk
Management Committee consisting of the Chief
Financial Officer, who shall serve as Chair, plus four
additional members is hereby granted the authority,
within the requirements established by the Policy and
Charter, to approve risk response activities; to enter into
energy-related commodity hedge transactions and to
post any necessary collateral in support of such
transactions, to meet the requirements of Authority
customers or facilities for a transaction term not to
exceed four years beyond the last day of the month the
transaction is entered, with specific Trustee approval
required prior to entering transactions, for energy and
energy-related products of greater than a four-year term,
or the issuance of competitive solicitations for same;
and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Executive Vice President and Chief Operating Officer,
the Executive Vice President and Chief Financial Officer,
the Senior Vice President and Chief Risk Officer and any
other necessary Authority officers are, and each of them
hereby is, authorized on behalf of the Authority to do
any and all things, take any and all actions and execute
and deliver any and all agreements, certificates and
other documents necessary to effectuate the foregoing
resolution, subject to the approval of the form thereof by
the Executive Vice President and General Counsel.
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b. Rate Making:

i. Decreasein New York City Governmental Customers
Fixed Cost Component — Notice of Adoption

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to take final action to approve a decrease in the Fixed Cost
component of the production rates by $4.8 million or 3.6%, excluding Astoria Energy Il (‘AEII’) plant
expenses to be charged in 2016 to the New York City Governmental Customers (‘'NYCGCs' or
‘Customers’). The decrease would be effective with the March 2016 bills.

BACKGROUND

At their September 29, 2015 meeting, the Trustees directed the publication in the New York State
Register (‘State Register’) of a notice that the Authority proposed to decrease the 2016 Fixed Costs
component of the production rates by 2.8%, or $3.8 million. The State Register notice was published on
October 21, 2015 in accordance with the State Administrative Procedure Act (‘'SAPA’). The 45 day public
comment was extended to February 15, 2016. The City of New York (‘City’) and the Metropolitan
Transportation Authority (‘MTA’) filed formal written comments on the Fixed Cost component of the 2016
Cost-of-Service (‘COS’).

Under the Customers’ Long Term Agreements (‘LTAS’), the Authority must establish Fixed Costs
based on cost-of-service principles and may make changes only under a SAPA proceeding with the
approval of the Trustees. The LTAs establish two distinct cost categories: Fixed Costs and Variable
Costs. Fixed Costs, which represent 21% of the total production cost-of-service, include Operation and
Maintenance (‘O&M"), Shared Services, Capital Cost, Other Expenses (i.e., certain directly assignable
costs), and a credit for investment and other income. Variable Costs, representing 57% of the total
production costs, include items such as fuel, purchased power, transmission costs, etc. The remaining
portion of costs represents AEIl plant expenses agreed to by contract.

DISCUSSION

In response to Customer comments received and staff's analysis, the final decrease in Fixed
Costs sought by this action is $4.8 million. This represents an additional $1.0 million decrease from the
proposed Fixed Costs estimate approved the September 29, 2015 Trustees’ meeting.

As part of the SAPA process, the City and MTA submitted formal written comments. The City
recognized and appreciated the extensive information and responses to the City’s discovery questions
that the Authority staff has provided on the 2016 COS. They stated that the process has resulted in the
Authority amending certain fixed cost assignment to the Customers. The City requested that the level of
Fixed Costs for the 2016 COS should be further adjusted and discussed five issues, as listed in the staff
analysis below, in more detail. The City’'s comments in its entirety are attached as Exhibit ‘2b i-A’. In its
comments, the MTA similarly expressed its appreciation to NYPA's staff responsiveness to data requests
but suggested that the responses could be improved to avoid information overload. In regards to the
relevant 2016 Fixed Costs comments to this Notice of Adoption (‘NOA"), the MTA recognized that the
overall Fixed Costs have remained reasonably stable over the years. However, it raised concerns about
the increases in O&M and AEIIl costs. The MTA further expressed its concern on costs allocator
assignments between the Customers and Westchester governmental customers. The MTA’'s comments
in its entirety are attached as Exhibit ‘2b i-B.’
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Below are staff's analyses and recommendations addressing the public comments received on
the Fixed Costs proposal from the City and MTA.

1. Staff Analysis of Public Comments on Fixed Costs and Recommendations

Staff notes that the Fixed Costs have decreased noticeably since the end of 2011. Over a five-
year period, Fixed Costs have decreased by 18%. Fixed Costs, exclusive of those associated with AEII,
are outlined in the following table:

Year 2012 2013 2014 2015 2016
Fixed Costs $159.7 $154.3 $138.3 $135.8 $131.0*
(in millions)

* |f the Trustees accept staff's recommendations

Staff Review of 2016 LTA Annual Process: During this cycle of the LTA annual process, NYPA
staff has provided the Customers with abundant verifying information in the form of a comprehensive
Preliminary 2016 COS and accompanying staff report. In addition, NYPA staff has responded to
numerous data requests made during the discovery process.

The Preliminary 2016 Variable Costs were distributed to the NYCGCs on July 10, 2015 to assist
NYPA and the NYCGCs in formulating their procurement plans for energy, capacity, and ancillary
services for 2016. Preliminary Fixed Costs estimates were released on October 2, 2015. As agreed with
the Customers, NYPA provided updated Fixed Costs estimates on December 18, 2015, capturing final
data used in NYPA’s 2016 Official Budget which was approved by the Trustees on December 17, 2015.

On October 29, 2015, the City of New York submitted the first set of discovery questions on
behalf of the NYCGCs, related to Fixed Costs and variable costs. There were twenty-six discovery
requests, many of which contained multiple parts. NYPA responded on December 23, 2015, with a
complete set of answers including various analyses. On November 30, 2015, the MTA followed the City
of New York with a second set of twelve discovery questions related to Fixed Costs and variable costs,
which were answered on December 23, 2015.

On December 18, 2015, NYPA distributed updated Fixed Costs, including O&M and Shared
Services backup information, explanation on labor ratios and capital additions. The City of New York
followed with an additional set of twenty discovery questions on January 5, 2016. These questions were
responded to on January 15, 2016. In total, sixty discovery questions, some with multiple parts, were
submitted by City of New York and the MTA, which were answered by NYPA from December 23, 2015
through January 15, 2016. The questions focused on O&M, Shared Services, headquarters budget, total
site payroll at the 500MW Unit, AEIl, the benefits of BG to the governmental portfolio, contracted services
and overall value of the small hydro facilities, and the Kensico decommissioning project.

As a follow-up to the written responses, NYPA and the NYCGCs took part in a call on January 19,
2016 to clarify answers NYPA had previously provided. There were twelve follow-up questions that were
raised during this meeting. The major questions raised during the call dealt with such issues as total site
payroll at the 500 MW Unit, projects and studies being completed at the small hydro facilities; including an
explanation on the overall value of the small hydros, Kensico decommissioning project, Governmental
Load Research study, and Risk Cloud Implementation project. Complete answers to these action items
were provided to the NYCGCs on February 17, 2016.
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Staff Analysis and Recommendation on Issues Raised by the City: Staff now provides its
analysis and recommendations regarding five issues raised by the City in its comments filed on February
15, 2016.

Issue I: The Fixed Costs Not Related To Debt Service Are Too High

1) The Level Of Increase Of O&M And Shared Services Costs Over Time Is Excessive And
Does Not Correspond To The Services Provided By NYPA

Comments: The City contends that some of the expenses included in O&M and Shared Services
are not consistent with the LTA. In addition, there is concern that the proposed increase is ten percent
higher than the 2015 Cost-of-Service and in the past five years these costs have increased by twenty
eight percent. The City states that the services provided by NYPA have not materially changed since
2005 and thus the significant increase in these expenses cannot be justified.

Staff Analysis: The main drivers for the O&M increase over the period of 2012-2016 are: recurring
costs (including labor costs, contract and consulting services and materials purchases); the inclusion of
AEIl O&M expenses in the SENY COS starting in 2014; and a slight increase in non-recurring and
scheduled outage work at the 500 MW plant. It is important to note that the above-mentioned O&M costs
are for the projects directly assigned to the Customers. Also, AEIl costs were agreed upon under a
separate contractual agreement and are not subject to the State Administrative Procedure Act process.

Shared services costs have trended upward from 2012-2016 due to payroll and benefit
escalations, the addition of strategic initiatives such as Workforce Planning and Knowledge Management,
an increase in NYPA-wide IT initiatives, including cyber security and cloud solutions, as well as increases
in hardware, software and communications maintenance and licensing expenses.

Staff Recommendation: Staff completed a thorough analysis of Fixed Costs over the past five
years and has determined that all costs are reasonable and justified and therefore no adjustment or
reduction is recommended.

2) The O&M And Shared Services Costs Must Be Reduced To Include Only Those Costs
Directly Related To The Provision Of Service To The NYCGCs

Comments: As a continuation of the previous section, the City’s position is that the Fixed Costs
charged must be justified as reasonably incurred to provide service as per the LTA. The City specifically
contends that Research & Development (‘R&D’) costs are mere allocations of NYPA's total costs and
bear no relationship to the provision of service to the NYCGCs. Furthermore, the City is questioning
certain budget cost centers and the manner in which labor ratios are used to allocate O&M costs. Lastly,
the City is questioning the 500 MW Unit's total site payroll and the $2.6 million increase in 2016.

Staff Analysis: Attachment B of the LTA delineates in broad terms the Fixed Cost components
that can be recovered by NYPA from the NYCGCs. These broad Fixed Cost categories are O&M, Shared
Services, Debt Service, Other Expenses, and Investment and Income. Shared Services and Other
Expenses are also known in utility parlance as Administrative & General expenses (‘A&G’). R&D cost is
predominately classified as an A&G expense that is appropriately recovered through the COS.

The allocation of a percentage of cost for R&D is an industry standard. In addition to reviewing
FERC rules regarding the treatment of R&D expenses, NYPA staff also reviewed certain rate charges that
are assessed to NYPA by other utilities to determine if and how they recover R&D costs. We reviewed
charges that apply to NYPA's use of certain transmission facilities owned by investor-owned utilities such
as Consolidated Edison Company of New York, Inc. (‘Con Edison’), National Grid, and New York State
Electric & Gas Corp. These respective utilities, by the rate that they charge NYPA, assess an A&G cost.
Included in this A&G cost by said utilities, are R&D expenses.

10
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The NYCGCs put forth a similar argument last year regarding allocating R&D costs. Attached is
the question raised by the Customers as Issue 4: Allocation of R&D Costs and NYPA's response as
Exhibit ‘2b i-C’. That response is still valid.

In response to the Customers’ specific questions about Business Development & Power
Contracts being included in SENY’s labor ratio:

Cost Center H407: Business Development

This Cost Center is for NYPA's Pricing & Energy Market Analysis group, which was named as
‘Business Development’ incorrectly. This group is not focused on creating new business; this was a Cost
Center title error that will be changed to avoid any confusion, going forward. The Pricing & Energy
Market Analysis group is responsible for governmental and business customer production rate
development, pricing, tariff administration, customer savings calculations and monthly reports/analyses,
including monthly Energy Charge Adjustment processing and reporting. Their expertise applies across all
customer segments, with a majority of their time dedicated to the Governmental customer segment. In
light of that consideration, 50% of Pricing’s time being allocated to SENY is appropriate.

Cost Center H410: Power Contracts

This group is responsible for contract development and administration for all customer segments.
NYPA has three customer segments and this group allocates their time equally amongst these segments.
Therefore, a labor ratio allocation of 34% to SENY is appropriate. In their comments, the City implies that
the size and output of the plants, Niagara and St. Lawrence being much larger facilities than SENY,
dictates the costs assigned to the Customers through this cost center. The size of the facility does not
factor into the allocation of costs, but rather it indicates how the Power Contracts group allocates their
time amongst the three customer segments. It is important to point out that the Governmental Customers
represent NYPA's largest customer segment.

In its comments, the City expressed concerns in regards to the Fixed Cost increase related to the
500 MW Unit, specifically the increase related to the change in methodology of allocating employees. In
NYPA's February 4th response to the Customers, the issue of total site payroll at the 500 MW Unit was
addressed. Please see below for this response:

The $2.6 million increase in the 500 MW payroll is due to the following:
[1] $0.4 million was attributable to increases in salary and benefits.

[2] Increase of $0.3 million in direct labor charges primarily from the 500 MW facility. This
includes NYPA employees who have directly charged a portion of their time to projects at the 500 MW
facility.

[3] The $1.9 million balance is based upon changes in methodology undertaken by NYPA to more
accurately account for employees’ time.

In previous years, labor dollars for workers based out of the 500 MW plant were charged to the
500MW plant (and SENY) based upon the allocation of time they were projecting to spend working
directly at the facility. The remaining portion of their time was charged out to other facilities, such as the
Small Clean Power Plants (the SCPP’s are not generally manned facilities, so work at those plants is
sourced from employees at the 500 MW).

After conducting a detailed historical review, it was determined that the employees at the 500MW

plant were not spending as much of their time actually working at the other facilities as originally
budgeted, and thus under-projected the percent of time allocated to the 500 MW. Results of the analysis

11
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further demonstrated that a rolling 5-year average of actual time spent working at each facility by the 500
MW staff was the most accurate forecast of the next year’s allocation, and is now the method used.

There were no instances of double counting of labor dollars.
Staff Recommendation: Accordingly, staff recommends no change in the allocation of A&G costs

inclusive of R&D to the COS. In addition, the increase in total site payroll at the 500 MW Unit was
explained to the Customers and no reduction or change is warranted at this time.

3) The NYCGCs Should Not Be Charged For Projects That Are Cancelled, Delayed Or
Deferred

Comments: The City states that NYPA has charged the NYCGCs for at least one project that was
deferred and includes duplicative charges for the same project in a subsequent year. The specific project
cited was the Risk Cloud Implementation project. In addition, the City questions whether there are other
charges that follow this pattern and, if so, NYPA should either credit the amounts back to the NYCGCs or
carry-over amounts to subsequent years when the projects are undertaken.

Staff Analysis: In NYPA's February 4, 2016 response to the Customers, NYPA agreed not to
charge Customers for a Risk Cloud Implementation Project in 2016, which had been charged previously
in 2015 and for which work had not begun. The response was:

During the January 19th call between NYPA and the Customers, the question was raised
about the possibility of creating a ‘fund’ for the $581k Risk Cloud Implementation
expense which was budgeted and charged within the 2015 COS, but not spent within that
year, and re-budgeted and charged during the 2016 COS.

Though, under the LTA, fixed costs are not reconciled, NYPA is willing to make an
exception in this case because the nature of the expense is for a single use assessment
analysis for a new risk software program rather than operational O&M. The line item for
the $581k in the 2016 non-recurring O&M budget will be removed for purposes of the
CoOs.

NYPA reviewed the Non-recurring Operating and Maintenance costs charged to the Customers
going back three years to determine if there were any other instances where expenses were charged
multiple times for which no work had been done and found no such expenses.

Staff Recommendation: As stated in the Customers comments, NYPA staff has agreed to credit
the NYCGCs $581,000 for the Risk Cloud Implementation project. This credit has been applied to the
Final 2016 COS and is an exception to the LTA and is being granted due to the nature of this expense, a
single-use assessment analysis rather than operational O&M.

As mentioned above, NYPA staff completed an in-depth review for the last three years and found
no other occurrence where expenses were charged multiple times and the work had not moved forward.
No additional credits or carry-over costs are warranted at this time.

4) NYPA Should Not Undertake And Charge The NYCGCs For Studies That Were Not
Requested By The NYCGCs And For Which There Were No Prior Consultation With, Or
Approvals From The NYCGCs

Comments: The City questions the $1.1 million expense for what was termed the ‘TDI/ Champlain
Power Express’ and that NYPA initially stated that only $20,000 pertained to the TDI project while the rest
pertained to ‘Potential New Projects Evaluation.” The City's also states that they never asked NYPA to
engage in such study and NYPA never sought out the NYCGCs approval. Therefore, any such costs
should be removed from the 2016 Final COS.

12
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Staff Analysis: The studies being questioned by the Customers are initiatives undertaken in the
normal course of business at NYPA, and do not require Customer approval or consent. These are initial
stage evaluations from NYPA's Project and Business Development Group which are not in an appropriate
stage of development to assign to a particular cost center, and are therefore part of A&G.

In regards to the City’s comments on the TDI/Champlain Power Express expense applicability,
response provided by NYPA staff on February 4th to the Customers can be found below:

As discussed in the January 19™ conference call, there was an error in the budget
involving the allocation of funds for TDI/Champlain Power Express under the H106 Cost
Center in the amount of $1.1 Million dollars. The total amount that should have been
charged for TDI/Champlain Power Express under the H106 Cost Center is $20,000. The
difference, as mentioned in the call, is for Potential New Project Evaluations within our
Project and Business Development group.

Potential new product evaluations covers feasibility studies, constructability studies, and
conceptual engineering to determine whether projects should go forward, or to prepare
preliminary applications. Expected studies for 2016 include:

e Small Hydro Power Studies

There have been several Federal studies completed that claim there are substantial
additional hydroelectric resources in NY State that remain underdeveloped (300 MW).
Customers are interested in increasing the amount of renewable resources in their electricity
supply. One of the goals of the State Energy Plan is to increase hydro generation. NYPA
concluded it would be prudent to explore this potential in greater dept. Therefore, NYPA
engaged a consultant who is performing an analysis to identify opportunities for developing
small, renewable hydropower in NY. Other feasibility studies for hydro development may be
undertaken based on recommendations from NYPA Business and Project Development,
requests from the Governor's office in support of REV, or from NYPA Research &
Development.

e Potential Licensing/Permitting of T-LEM Projects
T-LEM involves a host of projects on existing lines. Depending on the project and the
permitting status of the line affected, this may constitute a modification, subject to regulatory
jurisdiction. In these cases, applications for modification and supporting materials will need
to be prepared and the necessary procedures followed to gain regulatory approval

e Studies at Massena
During the construction of the Massena Substation, land was purchased to allow for the
connection to an existing railroad. This connection was not built at that time. The Massena
Substation was constructed pursuant to the 765 kV Article VII Certificate. This project was
put on hold in 2015, but a determination may be made to move forward with studies for a
Certificate amendment or change to the existing EM&CP in 2016.

e PV20 Submarine Cable
In cooperation with VELCO, NYPA is replacing the existing underwater cable under Lake
Champlain. This is expected to involve crossing or being crossed by other cables (e.g., TDI
Champlain Express, New England Clean Power Link). This will require development and or
evaluation of techniques for the cables to safely cross. These may require regulatory review
and approval, which could include evidentiary hearings.

e Access Road Evaluations

Project Management began an assessment of access roads on its rights-of-way. Many of the
access roads were permitted under Article VII Certificates. If it is determined that changes to

13



March 29, 2016

the access roads are needed, studies, Certificate amendments or EM&CP changes may be
necessary.

Staff Recommendation: The studies being questioned by the Customers are initiatives
undertaken in the normal course of business at NYPA, and do not require Customer approval or consent.
As discussed in Point 1, Comment 2, these studies are properly assigned to A&G, therefore the
Customers are appropriately allocated a portion of these expenses.

5) The Use Of Labor Ratios To Allocate Shared Services Costs To The NYCGCs Is
Inconsistent With The Requirements Of The LTA And Is Not Required As A Matter Of Law

Comments: The City has a concern with the use of labor ratios to allocate shared services
headquarters costs. They break it down into two components: as required by the LTA and as required by
law. Regarding the LTA, the City claims the Shared Services costs appear to be allocated without any
consideration of whether the costs were incurred to provide service to the NYCGCs. Regarding the law,
NYPA has asserted to the NYCGCs that the New York Courts have required it to allocate costs to the
NYCGCs including shared services expenses based on labor ratios. The City counters that the Court did
not mandate the use of labor ratios. Furthermore, the City claims that NYPA is overcharging NYCGCs
due to the fact that NYPA has recovered just under $200 million in excess of the costs it incurred from
2011 — 2015 and plans to incur in 2016.

Staff Analysis: The case of Village of Bergen vs. Power Authority of the State of New York, 284
A.D.2d 976 (4" Dep’t 2001) ordered NYPA to use labor ratios as an allocator for preference power rates.
In order to properly allocate costs to all customer segments without either under collecting or over
collecting total expenses, labor ratios must be applied across all customer segments, including the
NYCGCs, rather than a capacity ratio allocator, which was in use prior to the litigation.

The NYCGCs are NYPA's largest customer segment, representing approximately 50% of NYPA's
revenue. The 16% allocation of headquarters staff devoted to the NYCGCs is warranted. NYPA is not in
violation of the LTA and is not subsidizing costs from other NYPA customers. The use of labor ratios is a
fair and proper methodology.

In regards to the City’s statement that NYPA is recovering $200 million in excess of the actual
costs incurred for the period 2011 to 2016, staff analysis shows the following:

e Debt service for both the Poletti (2005) and Small Hydro (2008) outstanding bonds required
larger payments in early years with decreasing payments over time. The NYCGCs requested
that NYPA levelize their debt payments over the life of the bonds. In an effort to
accommodate their request, beginning with the 2005 COS, the Poletti debt payments were
fixed at $15.4 million until their maturity in 2013 and the Small Hydro debt payments were
fixed beginning with the 2008 COS at $7.5 million until their maturity in 2015. The cash flow
differential between actual payments made by NYPA and the levelized debt payments
recovered from the Customers created a net income loss or gain on NYPA'’s books. Over the
entire period, until maturity, this essentially worked out to no overall gain or loss to NYPA.

e The Customers requested that they wanted to pay for actual expenses instead of forecasted
expenses. Those expenses currently include Rate Design Study, GE Litigation Expenses, Oil
Inventory Carrying Cost, Load Research Study, Minor and Capital Additions.

e Governmental Customers requested that the Wood Group Contract be levelized at $6.724
million per year.

These costs were expensed on NYPA books in a manner as requested by the Customers.
Hence, the matching of revenues to expenses from prior periods would result in the appearance of
revenues being higher than expenses. Therefore, this was not a revenue generator for NYPA over the
entire payback period, and only represents a timing lag between the expenses incurred and the recovery
of those expenses by from the Customers.
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Staff Recommendation: In all instances mentioned above, NYPA staff has confirmed that the
NYCGCs have not been overcharged in their COS. Therefore, no adjustment is necessary.

Issue Il: Action Is Needed To Reduce The Cost Burdens Imposed On The NYCGCs By Certain
Assets Within Their Supply Portfolio

1) The Capacity Cost Charged To The NYCGCs For The Blenheim-Gilboa Facility Is
Unreasonable

Comments: The Blenheim-Gilboa facility was identified by the City as having no net benefit, but
an actual net cost to the NYCGCs of over $640,000. Further, the City states that the B-G capacity rate of
$3.49/kW-month is excessive and unreasonable and that the rate should be limited to the capacity charge
to the market price reported by the New York Independent System Operator (‘NYISQO’).

Staff Analysis: The City’s analysis includes a production and transmission cost. The production
benefit for 2016 is $2,198,215 and the net transmission cost is $2,839,360 which results in the $640,000
loss that the NYCGs are commenting on.

The City's comment on the high capacity price of the Blenheim-Gilboa Pump Storage Power
Project (‘BG’) relative to the market inaccurately states the net benefits to the project. Please see Exhibit
‘2b i-D’ for additional information on the net benefits the Customers received. In certain years, the
Customers have paid more for the 250 MW from BG and other years they have paid less. Over the four-
year period from January 2009 to December 2012, the Customers total BG production charge was
$16,578,269. Over the three-year period from January 2013 to December 2015, the Customers total
production benefit was $16,640,771. The main driver for the savings over the past three years was high
Rest-of-State capacity and energy prices. A detailed breakout of the calculation was provided to the
Customers on December 4, 2015 (with data through September 2015).

In Exhibit ‘2b i-E’, attached, is the Trustee approved item from September 2004 stating that the
BG capacity would be charged to the portfolio in the amount of $3.49/kW-month. In the September 27,
2004 meeting, the Trustees were requested to file notice for publication in the New York State Register of
a revision of the firm demand charge for BG from $2.30/kW-month to $3.92/kW-month. The Trustee item
explained that the rate was being increased due to increased capital costs, greater allocation of shared
services expenses and the institution of OPEB expenses. The item references the SENY customer 250
MW and it shows that SAPA was followed.

Concerning the BG transmission payment referenced by the NYCGCs, it should be noted that the
transmission charge paid by the NYCGCs allows them to have 250 MW of grandfathered transmission
congestion contracts (‘TCCs’) that help reduce their energy costs. At the onset of NYISO operations
many, if not most, of NYPA’s Customers, such as Municipal and Cooperative customers, had a similar
arrangement with NYPA where they paid a NYPA transmission charge and received grandfather TCCs in
return. Customers have the option to discontinue the ‘grandfathered’ transmission arrangements. This
option is, and has been available to the NYCGCs, but has not been requested. NYPA is willing to work
with the NYCGCs to end the ‘grandfathered’ transmission arrangements if that is the Customers’
preference.

*NOTE 1) BG rate development was inclusive of both the generation function ($3.49/kW-month)
and for the transmission function ($0.43/kW-month).

Staff Recommendation: The capacity costs charged to the Customers for the BG facility are
consistent with all agreements between NYPA and the NYCGCs. Therefore, no adjustments are
warranted.
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2) The Small Hydros Are Uneconomic And The Board Erred In Approving Substantial New
Projects For Those Facilities Without Any Analysis Of The Impacts And Cost-Effectiveness
Of The Projects

Comments: Based on information provided by NYPA, the City contends that the costs of the small
hydros substantially exceed the benefits they produce. Another concern by the City relates to the
comparison of the costs assigned to the small hydros and the 500 MW Unit. The City’s claim is that it
was never the intent of the LTA that the NYCGCs be forced to subsidize uneconomic resources. As a
result, the City requests that a comprehensive review of the entire NYCGC portfolio be conducted to
ensure that as the costs charged to the NYCGCs increase, the value proposition to the NYCGCs is not
worsened.

Staff Analysis: The City states that ‘it was never the intent of the LTA that the NYCGCs be forced
to subsidize uneconomic resources.’ Exhibit ‘2b i-F’ is a Trustee item dating back to June 1988 and
shows the rationale behind putting BG and the small hydro plants into the Governmental portfolio. As
stated in the item, significant customer outreach was undertaken at the time.

In regards to the City’s comment on the $15 million spent at both Crescent & Vischer Ferry Units
3 & 4 for Life Extension and Modernization (‘LEM’), this project was fully vetted and approved based on
the project approval process at the time.

The Customers commented in a similar fashion on labor costs at the small hydro facilities last
year. The answer provided last year has been updated with 2016 budget figures and can be found
below:

The Small Hydro facilities are dedicated to serving the NYCGC's load. Inthe 2016 Budget, there
are 30 full-time equivalents (‘FTE’s’) that are directly charged/assigned to these facilities.
Seventeen FTE's are from the operations and maintenance staff at the Blenheim-Gilboa and
Clark facilities. The balance of the FTE’s represent real estate, environmental, engineering,
project management and site functions such as warehouse and purchasing that support Small
Hydro work and projects. NYPA staff is often required to travel significant distances (from the
Blenheim-Gilboa and Clark facilities) to the facilities, which is charged as working time to the cost
center, in order to perform routine plant maintenance. Also, at some of the facilities, there are
shoreline, recreational, and environmental issues that must be addressed to comply with license
requirements.

NYPA's support for SENY includes account management, load research, billing, system
operations, risk management, scheduling and settlements. As stated in prior Customer
responses, we have indicated that there is no double counting of the FTE’s that support SENY in
the SENY headquarters cost allocation. As with the Small Hydro facilities, contractors and
consultants are utilized when it is more economical or NYPA staff does not have the expertise to
perform certain tasks. In 2016, contract services and consultants will be primarily associated with
market analysis for pipeline construction and fuel costs, and other miscellaneous services.

The Customers point regarding the Crescent Tainter Gate work was answered in Question 31 of
the February 4th responses:

In response to a FERC request, NYPA contracted with the consulting firm Klienschmidt Group in
2008 to perform an inspection of the Crescent Tainter Gate. Based upon the inspection and
assessments, Klienschmidt recommended that the Tainter Gate be repainted within 5 to 10 years
and that the concrete pier faces be repaired within 10 years.

In 2012/13, five years after the recommendation, coinciding with the earliest actionable date

proposed by Klienschmidt, NYPA'’s engineering team began an assessment of the condition of
the Tainter Gate and its concrete walls. In 2014, NYPA's civil and mechanical engineers
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completed the assessment and determined that the work proposed by Klienschmidt needed to be
completed. An RFP was issued in May 2015, for which three bids were received in late

June. NYPA staff evaluated the bids and made a recommendation to the NYPA Trustees for
contract approval in late 2015. The Trustees approved the contract award to CD Perry at their
December 2015 meeting. NYPA Procurement then awarded a contract to CD Perry in January
2016. The scope-of-work includes the following steps, to be completed over the next 2 years:

CD Perry will prep and recoat the lifting beam and stop logs in 2016

CD Perry will construct a concrete sluiceway in 2016

CD Perry will prep, repair, and recoat the Tainter Gate in 2017

CD Perry will repair the concrete retaining wall, North and South pier walls in 2017

Additionally, as part of the request for overall life expectancy, the Crescent & Vischer Ferry small
hydro facilities are expected to operate without a major overhaul for the next 20 years (post
LEM). The Ashokan & Jarvis Units are expected to operate for an additional 10 years, with the
assumption that a future LEM is completed.

Lastly, as discussed on the January 19th call, many of the tasks outlined in the RFP (repair
concrete, prep work, recoat and repaint the Tainter Gate) are considered repairs and therefore,
accounted for as O&M. The only exception to this may be constructing a concrete sluiceway.
This may be considered a capital addition depending on the cost.

The Customer’'s comment about the value of the small hydro units was addressed in Question 5
of the February 4th responses and can be found below:

The Small Hydro’s have been affected by equipment end-of-life outages and capital
upgrade programs over the past 3-5 years. Upon completion of the various upgrades
and a Life Extension & Modernization (LEM) program, it is expected that greatly
increased availability and reduced maintenance costs will provide more value from these
emission-free facilities.

Specifically, the Ashokan turbines have been shut down extensively in recent years due
to capital upgrade projects by the NYCDEP Bureau of Water Supply in the Catskill
Aqueduct System. Ashokan turbines were also troubled by control system failures which
have recently been corrected by a complete system upgrade.

The Crescent and Vischer Ferry projects have experienced extensive downtime due to
turbine end-of-life problems that are currently being addressed by the LEM program.

The value created by completing these LEM projects are that the small hydro facilities will
be more efficient and reliable. Also, reduced O&M costs should be expected going
forward.

In regards to the Customers comment about reviewing the NYCGCs portfolio, maintenance to the
facilities are done to comply with NYPA's best practices for the safe and efficient operation of these
facilities. Analyses are completed before undertaking any major projects, which includes both a cost-
benefit analysis and a review of alternative methods. On an annual basis, the NYPA Trustees approve
NYPA's capital plan, which includes these major expenditures. Certain expenses, when warranted, are
also brought to the Trustees for individual authorization.

Staff Recommendation: Sufficient analyses were performed and controls are set in place to

ensure that spending at its plants results in a safe, reliable and economic output from the facilities. No
further review or authorizations are required.
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Issue lll: Decommissioning Costs Continue To Be A Concern

Comments: The City continues to object to the level of decommissioning costs included in the
COS and has asked for an $8 million reduction in such costs. In addition, the City has concerns over the
decommissioning charge for the 500 MW Unit and the decommissioning costs related to the Kensico
facility.

Staff Analysis: The City is requesting a reduction in the Poletti decommissioning costs of $8
million, a repeat of Issue 5 from last year's comments to the Trustees. NYPA staff reiterates its position
that the included costs are justified from last year’s response. The additional costs added to the project
during the deconstruction process could only be identified once the operation was underway, and were
discussed in detail last year in Exhibit ‘2b i-G’ which is attached. Attached is the question raised by the
Customers as Issue 5: Poletti Decommissioning Costs and NYPA's response as Exhibit ‘2b i-G’.

For Kensico decommissioning costs, NYPA staff provided the Customers a detailed response on
February 17, 2016 and follows below:

NYPA Direct Labor Explanation:

NYPA direct labor accounted for approximately $160,000 of the total Kensico decommissioning
project cost, which was roughly a $100,000 decrease from the chart that was provided to the
customers in response to the initial round of questions submitted by the City of New York. The
final cost of this project was $1,083,938. Please see Attachment 30 — ‘Kensico Decommissioning’
for an updated Figure 5C that the Customers will see in the 2016 Final COS. In addition, please
see Attachment 31 — ‘Kensico Cost Breakdown’, (Attached to this item as Exhibit ‘2b i-H’)
which is an update to the spreadsheet that was sent to the customers in December 2015. The
existing payment of $122,462/year will continue until the project is paid off in 2022. Since the
payment goes beyond the term of the existing LTA, NYPA will codify these payment terms in any
future agreement the Customers execute.

FMV Explanation:

NYPA hired a fair market valuation consultant to evaluate the equipment at Kensico prior to
removing the assets. The consultant performed the following required activities prior to the work
being awarded to a deconstruction contractor:

Fair Market Valuation

Photographed all equipment on site

Assessed warehouse inventory of spares/parts

Evaluated on site condition of equipment

Evaluated removal requirements for repurposing of equipment

Reviewed any and all maintenance records

Determined fair market value if sold for repurpose or for scrap

Provided a report with all information evaluated

RFP Development

Prepared RFPs, for disposal of equipment and deconstruction

Procurement Support

Reviewed all pre-qualification submissions

Conducted two pre-walkthrough teleconferences with potential bidders
Attended bid walk downs

Reviewed all bid proposals for both purchase and deconstruction

Interviewed bidders to confirm compliance with their developed specifications
Provided recommendation to NYPA on bidders in compliance with PAAA and RFPs
Additional support required due to lack of bid interest during the first attempt
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The equipment was then assigned a value for both scrap and re-use value which was used as a
comparative base at the time of awarding a deconstruction contractor who would take possession
of the assets once removed. This is to ensure NYPA receives any remaining equipment value
that either NYPA or the Customers have already paid for.

Staff Recommendation: All decommissioning costs have been reviewed by NYPA staff and are
justified. Therefore, a reduction in decommissioning costs is not warranted at this time.

Issue IV: The Cost-Of-Service Process Requires Further Refinements

Comments: Although the City acknowledges NYPA's efforts to improve the process, further
improvements are needed. In addition, the City contends that the process is skewed against the
NYCGCs rather than being unbiased and objective in setting the COS. Also, the issue of individualized
sections was brought up by the City stating that the perspectives and risk levels of the individual
customers with respect to portfolio volatility and hedging vary and that NYPA has not fulfilled its
commitment on this matter as required by the LTA.

Staff Analysis: NYPA staff works diligently to ensure that all information provided to the
Customers is correct. Any errors that are identified throughout the collaborative process are reviewed
and corrected. NYPA appreciates the Customer’s patience as staff works to resolve all issues.

In response to the Customers request for review by an unbiased entity, staff confirms to the
Trustees that each item questioned by the Customers is answered in a transparent manner, with
extensive backup and supporting documentation provided. NYPA has endeavored to explain all
Customer requests in a manner which logically and thoroughly walks the Customers through the answer,
sometimes over multiple exchanges utilizing various approaches.

In regards to the Customers’ concern about individualized cost recovery mechanisms, NYPA staff
would like to mention that on April 28, 2015, the Customers collectively selected the Energy Charge
Adjustment (‘ECA") with Hedging option for this year's COS. In regards to the Customers’ concern about
hedging, NYPA staff has implemented numerous hedges and hedging strategies on behalf, and at the
direction of the Customers since 2005.

Staff Recommendation: The COS is a collaborative process between NYPA and the NYCGCs
and NYPA staff looks forward to working together to continue making improvements to the process. Due
to the collaborative nature of this process, coupled with the fact that NYPA Trustee approval is required to
adopt new production rates, it is not necessary for the City's comments and NYPA's responses to be
reviewed by an unbiased person or entity. Lastly, NYPA staff will continue to work in a collaborative effort
with the Customers towards the goal of exploring appropriate risk mitigation strategies.

Issue V: NYPA Should Engage In a Comprehensive Review And Audit of Ilts Management And
Operations

Comments: As requested in the previous two years, the City has asked for a comprehensive
management audit of NYPA's practices and operations which would be similar to management audits
performed by the Public Service Commission. The City requests that the audit be conducted by an
independent entity and that the entity be given the ability to review any and all records and access to all
personnel and contractors.

Staff Analysis: NYPA staff provided a response to the Customers last year regarding their request
for NYPA to engage in a comprehensive review and audit of its management and operations. See Exhibit
‘2b i-I' for the Customers [ssue 7: NYPA Should Commission an Independent Management Audit and
NYPA's response.
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Staff Recommendation: As stated last year, NYPA staff believes that the existing independent
external and internal audits, along with NYPA's extensive public disclosures provide a sufficient review of
NYPA'’s operations.

Staff Analysis and Recommendation on Issues Raised by the MTA: The following is a
summary of MTA’s comments filed under the SAPA process and NYPA's responses.

Selection of Recovery Method Independent of Other Customers

Comments: A detailed business plan is requested for the implementation of the new risk
management system, which will allow for hedging of individual loads, and the associated billing system
modifications needed for such an update. The MTA notes that the upgrade is a contractual obligation, as
it is stated in the LTA requests that NYPA work diligently with the NYCGCs to identify and assess a fair
and equitable method whereby each Customer may select a different cost recovery mechanism in an
effort to be implemented by Rate Year 2008.

Staff Analysis: The MTA references Section I1.D.4 of the LTA and suggests that NYPA is not
complying with its contractual obligations relative to customer choice, hedging and billing. In regards to
the Customers’ concern about separate books, NYPA staff would like to mention that on April 28, 2015,
the Customers collectively selected the ECA with Hedging option for this year's COS. In regards to the
Customers’ concern about hedging, NYPA staff have implemented numerous hedges and hedging
strategies on behalf, and at the direction of the Customers since 2005.

Staff Recommendation: NYPA staff will continue to work in a collaborative effort with the
Customers towards the goal of exploring appropriate risk mitigation strategies.

Transparency Undermined by Information Overload

Comments: While NYPA is responsive to MTA's data requests, the large amount of information
provided is not well organized and requires the MTA to benchmark the data against budgets and
comparable data in order to find value. The MTA requests that the NYCGCs and NYPA agree on a
template which will showcase the NYPA, SENY, and NYCGCs process and associated data.

Staff Analysis: The MTA commented during the January 19, 2016 teleconference that the
information provided to the MTA ‘is not in a format that the MTA finds useful and since NYPA has
business intelligence systems it should produce the data the way that the MTA wants it.’

When referring to the COS and related documents, the data and exhibits that NYPA produces is
in a format that the Customers have collectively requested and agreed to.

Staff Recommendation: If the Customers, collectively (80% LTA rule) can agree to a way in which
they wish to receive data going forward, NYPA is willing to accommodate their request.

Fixed Costs

Comments: The MTA finds the growth in Operations and Maintenance costs and Astoria Energy
Il costs, from 2013 to 2016, to be a matter of serious concern. In addition, the MTA requests that NYPA
not base its method of allocating Fixed Costs to NYCGCs based on load and demand allocators, but
rather split such costs equally between the twelve SENY customers.

Staff Analysis: The MTA states that NYPA’'s O&M and AEII costs have been increasing at a
greater rate than the decrease in capital costs, which is a cause for concern for the Customers.
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O&M Increase:

In regards to O&M, the biggest contributor to the increase in cost was total site payroll.
Specifically, total site payroll for the 500 MW Unit increased by approximately $2.6 million from 2015 to
2016. See below for the response that staff provided to the Customers regarding this increase:

Staff Response: The $2.6 million increase in the 500 MW payroll is due to the following:
[1] $0.4 million was attributable to increases in salary and benefits.

[2] Increase of $0.3 million in direct labor charges primarily from the 500 MW facility. This
includes NYPA employees who have directly charged a portion of their time to projects at the 500
MW facility.

[3] The $1.9 million balance is based upon changes in methodology undertaken by NYPA to more
accurately account for employees’ time.

In previous years, labor dollars for workers based out of the 500 MW plant was charged to the
500 MW plant (and SENY) based upon the allocation of time they were projecting to spend
working directly at the facility. The remaining portion of their time was charged out to other
facilities, such as the Small Clean Power Plants (the SCPP’s are not generally manned facilities,
so work at those plants is sourced from employees at the 500 MW).

After conducting a detailed historical review, it was determined that the employees at the 500 MW
plant were not spending as much of their time actually working at the other facilities as originally
budgeted, and thus under-projected the percent of time allocated to the 500 MW. Results of the
analysis further demonstrated that a rolling 5-year average of actual time spent working at each
facility by the 500 MW staff was the most accurate forecast of the next year’s allocation, and is
now the method used.

Astoria Energy Il Increase:

In regards to the Customers’ concerns about AEII costs increasing, the $2 million increase from
2015 to 2016 is due to the escalation clause, which is outlined in the agreement labeled Subject
Transaction Confirmation by and between Power Authority of the State of New York and Astoria Energy I
LLC under Special Conditions #14: Escalation Rate Process. As stated in the agreement, the AEII
payments are adjusted in accordance with the prescribed calculation each year of the 20-year agreement.

Allocation of Fixed Costs:

In Section 11.B.1.a of the LTA, it is stated that ‘Fixed Costs will include only those costs justified on
the basis of cost causation principles, shall be set consistent with accepted regulatory COS
methodologies, and can be changed only through a rate case filing in accordance with SAPA.’

To suggest that NYPA proportion the Fixed Costs equally among twelve customers (the 12"
being Westchester, which is comprised of 103 customers under a separate agreement) irrespective of
their actual contribution to those Fixed Costs, would be contradictory to the most basic rate making/cost
causation principles. The current method of assigning Fixed Costs to the Customers (including the MTA)
based on their peak load is a reasonable and fair way to apportion costs. The MTA currently contributes
significantly to the peak and is advocating for NYPA to arbitrarily shift a portion of its share of Fixed Costs
to other customers.

Staff Recommendation: The increases in O&M and AEIl costs are justified. In regards to the
O&M increase, NYPA provided a detailed response to the Customers in early 2016. As stated above, the

21



March 29, 2016

AEIl adjustments occur each year for the term of the agreement. Therefore, no adjustments to O&M or
AEIl costs are warranted.

In regards to MTA’s concern about the allocation of Fixed Costs, the LTA is clear on how NYPA
can proceed using COS and cost causation principles. Therefore, there will be no recommended change
to the Fixed Costs allocation methodology to, and between the NYCGCs.

Relationship with Con Edison

Comments: As NYPA is the direct customer of Con Edison, in regards to the delivery portion of
the NYCGC:s bill, the quality of representation on behalf of the MTA is not adequate. The MTA claims
that NYPA is not representing the interests of NYCGCs, specifically in regards to the scheduling of plant
outages.

Staff Analysis: NYPA can advocate for the NYCGCs as a whole and intervene in Con Edison rate
cases to ensure that delivery rate increases are ‘fair and reasonable.” Under the LTA, NYPA advocates
for 11 Customers who are serviced under Con Edison’s Service Tariff PSC No. 12. NYPA will normally
remain neutral on Con Edison rate proposals that may increase or lower one delivery rate, in relation to
another delivery rate, thereby disproportionally benefiting or harming particular NYPA customers,
provided that Con Edison has demonstrated a COS based justification. NYPA, however, may facilitate a
discussion amongst the Customers with the goal of reaching a mutual consensus and outcome.

In its comment, the MTA specifically mentions plant outages. Con Edison, as the transmission
owner, is responsible for maintaining its transmission facilities. NYISO coordinates all requests for
transmission outages based on its potential impact on power system reliability. NYISO will determine if
reliability criteria violations will occur based on the requested transmission outages scheduled. NYISO
has final authority in postponing or canceling outages on transmission facilities under its operational
control if the outage would violate established reliability criteria. Transmission owners have final authority
in scheduling, postponing, or canceling outages on all transmission facilities except for those under
NYISO'’s operational control.

For the particular transmission outage in question from 12/14/2015 — 2/29/2016, Con Edison
appropriately scheduled the transmission outage through the NYISO which approved the outage. AEIl
notified NYPA which, in turn, notified its Customers as soon as the information was made available.

FERC's Standard of Conducts has specific requirements on how generators interact with
transmission owners. Generators are limited to obtaining publically available transmission information
only. The transmission outage which is part of a Storm Hardening program initiated after Super Storm
Sandy, limited the output at AEIl to 318 MWSs, initially. Through AEIl, NYPA worked with Con Edison to
increase the output to 325 MWs to mitigate market impacts and maintain operational flexibility.

NYPA continues to provide updates to its customers as information becomes available. NYPA
also provides a lost opportunity analysis to keep its customers informed.

Staff Recommendation: In regards to the Con Edison rate cases, NYPA has in the past, and will
continue to represent and be an advocate for all NYCGCs by seeking to minimize the Customers’ overall
delivery revenue requirement. NYPA's secondary goal is to seek consensus on rate proposals that have
differential Customer impacts.

In regards to plant outages, NYPA must adhere to FERC’s Standard of Conduct policy. Once

information becomes public NYPA staff will continue to share it with Customers and relay any potential
impacts.
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2. Final Recommendation on 2016 Fixed Costs

Based on Customer comments received and further staff analysis, staff recommends a decrease
in the Fixed Cost as compared to the 2015 Final COS and the originally proposed 2016 COS in the
Notice of Proposed Rulemaking that was noticed in the State Register pursuant to the Trustees’ direction
at their September 29, 2015 meeting. This is a $1.0 million decrease from the costs appearing in the
October 21, 2015 SAPA notice with Other Expenses (DSM and OPEB) decreasing by $4.9 million, O&M
decreasing by $1.1 million, and Shared Services increasing by $5.0 million. Overall, the Fixed Costs for
2016 would decrease by $4.8 million, as compared to the 2015 Final Fixed Costs, to $131.0 million. The
decrease in Fixed Costs will be reflected in the production rates effective with the March 2016 bills.

3. Description of Final 2016 COS and Customer Rates

Because the Variable Costs component (i.e., fuel and purchased power, risk management, New
York Independent System Operator ancillary services and O&M reserve, less a credit for NYISO
revenues from Customer-dedicated generation) is developed in collaboration with the Customers in
accordance with the provisions of the LTAs previously approved by the Trustees, staff is not requesting
the Trustees’ approval of the Variable Costs component of the production rates for 2016. Additionally, the
Authority passes through all Variable Costs to the Customers by way of the ‘Energy Charge Adjustment
with Hedging’ cost-recovery mechanism that the Customers collectively selected for 2016. This cost-
recovery mechanism offered under the LTAs employs a monthly charge or credit that reflects the
difference between the projected Variable Costs of electricity (i.e., the Variable Costs recovered under the
Customers’ tariffs) and the monthly actual Variable Costs incurred by the Authority to serve the
Customers.

For the Trustees’ information, the projected Variable Costs are expected to decrease by 12.7%
from 2015 levels and in combination with the recommended Fixed Costs decrease and AEIl costs, results
in a final projected 2016 COS of $625.4 million. At existing rates, revenues of $668.5 million would be
produced, resulting in an over recovery of $43.1 million. As a result, staff is recommending that rates be
revised to decrease revenue collection by 6.5%. The current 2015 Customer rates and recommended
2016 Customer rates with the overall 6.5% revenue decrease are shown in Exhibit ‘2b i-J.’

FISCAL INFORMATION

The adoption of the Fixed Costs decrease would result in an estimated $4.8 million decrease in
revenue to the Authority, which is justified by the forecasted reduction in costs. The Energy Charge
Adjustment mechanism will protect NYPA from the effects of movements in variable costs above those
projected.

RECOMMENDATION

The Manager — Pricing and Energy Market Analysis and the Vice President — Finance
recommend that the Trustees authorize the Corporate Secretary to file a Notice of Adoption with the New
York State Department of State for publication in the New York State Register for a decrease in Fixed
Costs applicable to the New York City Governmental Customers under the Long-Term Agreements
(‘'LTAS’).

The Trustees are also requested to authorize the Senior Vice President — Economic Development
and Energy Efficiency, or his designee, to issue written notice of adoption and the revised tariff leaves, as
necessary, to the affected Customers.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”
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The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the Senior Vice President —
Economic Development and Energy Efficiency or his
designee be, and hereby is, authorized to issue written
notice of this final action by the Trustees to approve a
decrease in the Fixed Cost component of the production
rates by $4.8 million or 3.6%, excluding Astoria Energy Il
plant expenses, to be charged in 2016 to the Authority’s
New York City Governmental Customers; and be it
further

RESOLVED, That the Corporate Secretary of the
Authority be, and hereby is, directed to file such notices
as may be required with the New York State Department
of State for publication in the New York State Register
and to submit such other notice as may be required by
statute or regulation concerning the rate decrease; and
be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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i. Decrease in Westchester County Governmental
Customers Rates — Notice of Adoption

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve a decrease in the rates for the sale of firm power to the
Westchester County Governmental Customers (‘Customers’) in 2016. This proposed action is consistent
with the rate-setting process set forth in the 2006 Supplemental Electricity Agreements executed by the
Customers and the Authority and in accordance with the State Administrative Procedure Act (‘SAPA’).

This proposed final action seeks approval to decrease the production rates of the Customers by
2.37% as compared to 2015 rates. The decrease would be effective with the March 2016 bills.

BACKGROUND

At their meeting on September 29, 2015, the Trustees directed the publication in the New York
State Register (‘State Register’) of a notice that the Authority proposed to increase the production rates
by 10.64%, or $3.53 million, for rate year 2016. The State Register notice was published on October 21,
2015 in accordance with the SAPA. The forty-five day comment period was then established and was
subsequently extended to February 1, 2016. The Authority’s policies and procedures call for a public
forum if the Fixed Costs component of the proposed rate increase exceeds 2.0%. Since the proposed
increase (4.2%) was greater than 2%, a public forum was held on November 24, 2015. There were no
public comments received during the public forum or comment period.

DISCUSSION

Based on further staff analysis, the final projected 2016 Cost of Service (‘COS’) is $32.06 million
and the projected 2016 rate revenues based on 2015 rates are $32.83 million, resulting in an over-
recovery of $0.78 million or 2.37%. This represents a decrease of 12.7% from the proposed production
costs from the September 29, 2015 Trustees’ meeting.

The decrease from the preliminary COS is primarily attributable to decreases in purchased power
costs of the variable costs component related to energy purchases necessary to serve the Customers.
The fixed costs are projected to decrease by 27.2% as compared to the preliminary 2016 COS. The
decrease in the fixed costs is primarily due to the decrease in Operation & Maintenance as compared to
the preliminary 2016 COS.

In 2016, the Customers will continue to be subject to an Energy Charge Adjustment (‘ECA’) under
which the Authority passes through all actual variable costs to the Customers. This cost-recovery
mechanism employs a monthly charge or credit that reflects the difference between the projected variable
costs of electricity recovered by the tariff rates and the monthly actual variable costs incurred by the
Authority. The current 2015 and final 2016 proposed rates with the 2.37% overall decrease in revenues
are shown in Exhibit ‘2b ii-A.’

FISCAL INFORMATION

The adoption of the 2016 production rate decrease would have no net effect on NYPA's financial
position. The rate change would result in an estimated decrease in revenues of $1.09 million as
compared to the Final 2015 COS. The Energy Charge Adjustment mechanism will protect NYPA's net
revenues from the effects of movements in variable costs above those projected.
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RECOMMENDATION

The Manager — Pricing and Energy Market Analysis and the Vice President — Finance
recommend that the Trustees authorize the Corporate Secretary to file a Notice of Adoption with the New
York State Department of State for publication in the New York State Register for the adoption of a
production rate decrease applicable to the Authority’'s Westchester County Governmental Customers.

It is also recommended that the Senior Vice President — Economic Development and Energy
Efficiency, or his designee, be authorized to issue a written notice of adoption and the revised tariff
leaves, as necessary, to the affected Customers.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the Senior Vice President —
Economic Development and Energy Efficiency, or his
designee be, and hereby is, authorized to issue written
notice of this final action by the Trustees to decrease
the production rates of the Westchester County
Governmental Customers by 2.37% as compared to 2015
rates; and be it further

RESOLVED, That the Corporate Secretary of the
Authority be, and hereby is, directed to file such notices
as may be required with the New York State Department
of State for publication in the New York State Register
and to submit such other notice as may be required by
statute or regulation concerning the rate decrease; and
be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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c. Power Allocations:

i Contract for the Sale of Preservation Power —
Transmittal to the Governor

The President and Chief Executive Officer submitted the following report:
“SUMMARY
The Trustees are requested to:

1) Approve the proposed final contract, including Service Tariff No. AL-1 (‘Contract’), for the sale of
245,000 kilowatts (‘*kW") of Preservation Power (‘PP’) to Alcoa, Inc. (‘Alcoa’ or ‘Company’), in
accordance with Public Authorities Law (‘PAL’) 81009 as summarized below.

2) Authorize transmittal of the Contract to the Governor for his review and for the purpose of seeking
his authorization for the Authority to execute the Contract pursuant to PAL §1009.

The Contract is attached as Exhibit ‘2c i-A.’
BACKGROUND

Under PAL §1005(13), the Authority may allocate and sell directly or by sale for resale, 490
megawatts (‘MW’) of PP to businesses located in Jefferson, Franklin and St. Lawrence Counties. Under
PAL §1005(13), the Authority may allocate and sell directly or by sale for resale, 250 megawatts (‘MW’) of
Expansion Power (‘EP’) and 445 MW of Replacement Power (‘RP’) to businesses located within 30 miles
of the Niagara Power Project, provided that the amount of EP allocated to businesses in Chautauqua
County on January 1, 1987 shall continue to be allocated in such county.

As required by PAL 81009, when the Authority has reached agreement with its co-party on a
power sale contract, it is required to transmit the proposed contract to the Governor and other elected
officials and hold a public hearing on the proposed contract. At least 30-days’ notice of the hearing must
be given by publication once in each week during such period in each of six selected newspapers.
Following the public hearing, the contract may be modified, if advisable.

Upon approval of the final proposed contract by the Authority, the Authority ‘reports’ the proposed
contract, along with its recommendations and the public hearing record, to the Governor and other
elected officials. Upon authorization of the Governor, the Authority may execute the contract.

DISCUSSION

At their meeting on December 17, 2015, the Trustees awarded an allocation of 245,000 kW of PP
to Alcoa for Alcoa’s use at its ‘West Plant’ located at Park Avenue East, Massena, New York (the
‘Allocation’), and authorized a public hearing on the proposed Contract negotiated between the Authority
and Alcoa, including new Service Tariff No. AL-1, for the sale of the Allocation pursuant to PAL §1009.

The Contract before the Board would provide for the sale of the Allocation to Alcoa. The following
is a summary of some of the pertinent provisions of the Contract:

e The Allocation would be sold to Alcoa under a direct sale arrangement.
e The Contract would provide for the sale of Firm Power and Energy associated with the

Allocation at rates provided for in a new Service Tariff No. AL-1 (attached to the Contract)
addressed to the base commodity and the NYPA Transmission Service Charge, and
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intended to compensate the Authority for other transmission charges and other charges,
costs and assessments.

e Electric Service would be provided from October 1, 2015, through March 31, 2019,
subject to termination/cancellation in accordance with the Contract’s provisions.

e The Contract would provide for the curtailment of Firm Power and Energy based on
certain hydraulic and hydrological conditions and the sale of substitution energy in the
event of such curtailment.

e Alcoa would be required to continue smelter operations at the West Plant during the term
of the Contract.

e The Contract would address Alcoa’s agreed-upon commitments regarding employment,
employment separation, and re-training and job placement of separated employees.

e The Contract would provide for liquidated damages in the event of certain breaches of
the Contract.

e The Contract would supersede a previous contract between the parties entered into in or
around 2009, as supplemented by agreements entered into in or around 2011 and 2014.

A public hearing on Contract was held on February 11, 2016 at the Frank S. McCullough, Jr.
Hawkins Point Visitors’ Center at the St. Lawrence/FDR Power Project in Massena. Statements in
support of the Contract were received during the public hearing. The official transcript of the public
hearing and the written submittals are attached as Exhibit ‘2c i B.’

Staff has not identified any substantive changes to the Contract as a result of the public hearing
process.

RECOMMENDATION

The Manager — Business Power Allocations and Compliance recommends that the Trustees (i)
approve the Contract for the sale of Preservation Power to Alcoa, including Service Tariff No. AL-1, and
(i) authorize the transmittal of the Contract to the Governor for his review and to seek his authorization for
the Authority to execute the Contract pursuant to PAL §1009.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the contract for the sale of
245,000 kilowatts of Preservation Power to Alcoa, Inc.,
including Service Tariff No. AL-1 (“Contract”), is in the
public interest, and in accordance with Public
Authorities Law 81009 shall be submitted to the
Governor for his review and for the purpose of seeking
his authorization for the Authority to execute the
Contract, and that a copy of such Contract, along with
the record of the public hearing thereon, be forwarded
to the Speaker of the Assembly, the Minority Leader of
the Assembly, the Chairman of the Assembly Ways and
Means Committee, the Temporary President of the
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Senate, the Minority Leader of the Senate and the
Chairman of the Senate Finance Committee; and be it
further

RESOLVED, That the Chairman and the
Corporate Secretary be authorized and directed to
execute such Contract in the name of, and on behalf of
the Authority if the Contract is approved by the
Governor; and be it further

RESOLVED, That the Senior Vice President —
Economic Development and Energy Efficiency, or his
designee, be, and hereby is, authorized, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel, to negotiate and
execute any and all documents necessary or desirable
to implement the Contract as set forth in the foregoing
report of the President and Chief Executive Officer; and
be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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ii. Contract for the Sale of Replacement Power —
Transmittal to the Governor

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY
The Trustees are requested to:

3) Approve the proposed final contract (‘Contract’) for the sale of 8,500 kilowatts (‘kW’) of
Replacement Power (‘RP’) to 1366 Technologies Inc. (the ‘Company’), in accordance with Public
Authorities Law (‘PAL’) 81009 as summarized below and in Exhibit ‘2c ii-A.’

4) Authorize transmittal of the Contract to the Governor for his review and for the purpose of seeking
his authorization for the Authority to execute the Contract pursuant to PAL §1009.

The Contract is attached as Exhibit ‘2¢c ii-B.’
BACKGROUND

Under PAL §1005(13), the Authority may allocate and sell directly or by sale for resale, 250
megawatts (‘MW’) of Expansion Power (‘EP’) and 445 MW of RP to businesses located within 30 miles of
the Niagara Power Project, provided that the amount of EP allocated to businesses in Chautauqua
County on January 1, 1987 shall continue to be allocated in such county. Under PAL §1005(13), the
Authority may allocate and sell directly or by sale for resale, 490 megawatts (‘MW’) of Preservation Power
to businesses located in Jefferson, Franklin and St. Lawrence Counties.

As required by PAL 81009, when the Authority has reached agreement with its co-party on a
power sale contract, it is required to transmit the proposed contract to the Governor and other elected
officials and hold a public hearing on the proposed contract. At least 30-days’ notice of the hearing must
be given by publication once in each week during such period in each of six selected newspapers.
Following the public hearing, the contract may be modified, if advisable.

Upon approval of the final proposed contract by the Authority, the Authority ‘reports’ the proposed
contract, along with its recommendations and the public hearing record, to the Governor and other
elected officials. Upon authorization of the Governor, the Authority may execute the contract.

DISCUSSION

At their meeting on December 17, 2015, the Trustees awarded an allocation of 8,500 kW of RP to
the Company as described in Exhibit ‘2¢c ii-A.” At this meeting, the Trustees also authorized a public
hearing on the proposed Contract for the sale of this allocation pursuant to PAL §1009.

In summary:

e The Contract before the Board would provide for the sale of the allocation to the Company
under a direct sale arrangement.

e Transmission and delivery service would be provided by the Company’s local utility in
accordance with the utility’s Public Service Commission-filed delivery service tariff.

e The Contract would provide for the direct billing of all production charges (i.e. demand and
energy) as well as all New York Independent System Operator, Inc. (‘NYISO’) charges, plus
taxes or any other required assessments, as set forth in the Trustee approved Service Tariff
WNY-1.
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e The Contract includes the Company’s agreed-upon commitments with respect to
employment, power utilization and capital investments. The Authority would retain the right to
reduce or terminate the allocation if employment, power utilization, or capital investment
commitments are not met.

e The Contract provides for the sale of additional allocations of EP to the Company in
appropriate circumstances by incorporating new allocations into Schedule A of the Contract.
The Trustees approved this convention in the 2010 long-term extension contract for
hydropower, which simplifies contract administration.

e To accommodate non-payment risk that could result from the direct billing arrangement with
the Authority, the Contract includes commercially reasonable provisions concerning, among
other things, the ability to require deposits in the event of a customer’s failure to make
payment for any two monthly bills. This is consistent with broader Authority contract template
changes that incorporate direct billing, including the Authority’s Recharge New York contract
forms.

e The Contract requires the Company to perform an energy efficiency audit at least once within
five years at the facility receiving the low-cost power to help ensure the hydropower is utilized
as effectively as possible.

The Authority has discussed the Contract with the Company and has received its consent to the
Contract. The Company has also acknowledged application of the appropriate tariff, discussed above, to
the allocation.

A public hearing on the Contract was held on February 25, 2016 at the Authority’s Office in
Buffalo, New York. No oral statements were given at the public hearing and no written statements were
submitted. The official transcript of the public hearing is attached as Exhibit ‘2c ii-C.” Staff has not
identified any substantive changes to the Contract as a result of the public hearing process.

RECOMMENDATION

The Manager — Business Power Allocations and Compliance recommends that the Trustees
approve the Contract for the sale of Replacement Power to 1366 Technologies Inc. and authorize the
transmittal of the Contract to the Governor for his review and to seek his authorization for the Authority to
execute the Contract pursuant to PAL §1009.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was adopted
with Trustee Kress being recused from the vote.

RESOLVED, That the contract for the sale of
8,500 kilowatts of Replacement Power to 1366
Technologies Inc. (“Contract”) is in the public interest,
and in accordance with Public Authorities Law 81009
should be submitted, along with the record of the public
hearing thereon, to the Governor for his review and to
seek his authorization for the Authority to execute the
Contract, and that a copy of the Contract, along with the
record of the public hearing thereon, be forwarded to
the Speaker of the Assembly, the Minority Leader of the
Assembly, the Chairman of the Assembly Ways and
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Means Committee, the Temporary President of the
Senate, the Minority Leader of the Senate and the
Chairman of the Senate Finance Committee; and be it
further

RESOLVED, That the Chairman and the
Corporate Secretary be authorized and directed to
execute such Contract in the name of, and on behalf of
the Authority if the Contract is approved by the
Governor; and be it further

RESOLVED, That the Senior Vice President —
Economic Development and Energy Efficiency, or his
designee, be, and hereby is, authorized, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel, to negotiate and
execute any and all documents necessary or desirable
to implement the Contract with the business as set forth
in the foregoing report of the President and Chief
Executive Officer; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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iii. Hydropower Allocations — Extensions of Western
New York Hydropower Allocations to International
Imaging Materials, Inc. and Moog, Inc.

The President and Chief Executive Officer presented the following report:
““SUMMARY
The Trustees are requested to:

1) Approve an extension of a 200 kilowatt (‘kW’) Replacement Power (‘RP’) allocation awarded
to International Imaging Materials, Inc. (‘International Imaging’) on June 29, 2010 and
scheduled to expire on February 29, 2016 (the ‘Expiring International Imaging Allocation’);
and

2) Approve an extension an 800 kW RP allocation awarded to Moog, Inc. (‘(Moog’) on July 31,
2007 and scheduled to expire on February 29, 2016 (the ‘Expiring Moog Allocation’).

The Expiring International Imaging Allocation and the Expiring Moog Allocation would each be
extended to June 30, 2020.

BACKGROUND

Western New York hydropower consists of both RP and Expansion Power (‘EP’). Under PAL
§1005(13), the Authority may allocate and sell directly or by sale for resale, 250 MW of EP and 445 MW
of RP to businesses located within 30 miles of the Niagara Power Project, provided that the amount of EP
allocated to businesses in Chautauqua County on January 1, 1987 shall continue to be allocated in such
county.

1) International Imaging

International Imaging, a leading producer of thermal transfer ribbons and inks serving the printing
and reproduction industries, operates a facility in Amherst, NY.

The Authority and International Imaging are parties to a power sale contract that covers five
allocations. Three of the allocations (250 kW of RP; 1,000 kW of EP; and 1,250 kW of EP) are scheduled
to expire on June 30, 2020, and correspond to a commitment by International Imaging to maintain 310
jobs. A fourth allocation — the 200 kW RP Expiring International Imaging Allocation before the Trustees
today — is scheduled to expire on February 29, 2016 and corresponds to a commitment to maintain 336
jobs by March 1, 2014 through the term of this allocation. A fifth allocation, also for 200 kW of RP, is
scheduled to expire on November 30, 2020 and corresponds to a commitment to create and maintain
additional jobs.

2) Moog

Moog, a leading manufacturer of precision controls for the aerospace industry, operates facilities
in East Aurora, NY.

The Authority and Moog are parties to a power sale contract that covers five allocations. Three of
the allocations (500 kW; 750 kW; and 3,000 kW of EP) are scheduled to expire on June 30, 2020, and
collectively correspond to a commitment by Moog to maintain 2,200 jobs. Awarded on July 31, 2011, a

" The Expiring Moog Allocation was originally awarded at 1,200 kW, but was reduced to 800 kW upon
agreement of the parties based upon an assessment of Moog’s load requirements. References in this
memorandum to the Expiring Moog Allocation refer to the reduced allocation.
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fourth allocation, currently totaling 800 kW of RP — the Expiring Moog Allocation before the Trustees
today — is scheduled to expire on February 29, 2016 and when considered with the previous three
allocations, corresponds to a commitment by Moog to maintain a base employment level at the East
Aurora facility of 2,306 persons upon the commencement of the allocation and a base employment level
of 2,406 persons by March 1, 2014 through the term of this allocation. A fifth allocation of 300 kW of EP
expires on July 31, 2018 and corresponds to a commitment to create and maintain additional jobs.

DISCUSSION

1) International Imaging

International Imaging has requested an extension of the Expiring International Imaging Allocation.
The company indicates that a key component of the cost effectiveness of its Amherst operations is the
low-cost power associated with its hydropower allocations, including the Expiring International Imaging
Allocation.

International Imaging is willing to commit to maintain 355 jobs through June 30, 2020 in exchange
for an extension of the 200 kW RP Expiring International Imaging Allocation. International Imaging will
continue to commit to a level of $1.2 million of annual capital spending at its Amherst facility as required
in the power sale contract.

The company is currently in compliance with its contractual commitments for job creation and
capital investments.

Staff recommends the Trustees approve an extension of the 200 kW RP Expiring International
Imaging Allocation through June 30, 2020.

2) Moog

Moog has requested an extension of the Expiring Moog Allocation. The company has
represented that this allocation is critical to the economic success of its East Aurora operations.

Moog is willing to agree to extend its commitment to retain a minimum of 2,446 jobs at the East
Aurora facility through June 30, 2020 in exchange for an extension of the 800 kW RP Expiring Moog
Allocation. Moog will continue to commit to a level of $13.9 million of annual capital spending at its East
Aurora facility as required in the power sale contract.

Moog is currently in compliance with its contractual commitments for job creation and capital
investments.

Staff recommends the Trustees approve an extension of the 800 kW RP Expiring Moog Allocation
through June 30, 2020.

RECOMMENDATION

The Manager — Business Power Allocations and Compliance recommends that the Trustees
approve an extension of the (1) 200 kW Replacement Power (‘RP’) Expiring International Imaging
Allocation through June 30, 2020; and (2) 800 kW RP Expiring Moog Allocation through June 30, 2020.

For the reasons stated, | recommend the approval of the above-requested action by adoption the
resolution below.”
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The following resolution, as submitted by the President and Chief Executive Officer, was adopted
with Trustee Flynn being recused from the vote as it relates to Moog, Inc.

RESOLVED, That the Trustees hereby authorize
an extension of the 200 kilowatt (“kW") Replacement
Power (“RP”) allocation awarded to International
Imaging Materials, Inc. on June 29, 2010 for aterm
ending June 30, 2020, subject to rates previously
approved by the Trustees; and be it further

RESOLVED, That the Trustees hereby authorize
an extension of an RP allocation awarded to Moog, Inc.
on February 29, 2016 in the current amount of 800 kW
for aterm ending June 30, 2020, subject to rates
previously approved by the Trustees; and be it further

RESOLVED, That the extensions of the
allocations provided for herein are contingent upon the
execution of contract documents containing such terms
and conditions determined by the Senior Vice President
— Economic Development and Energy Efficiency and the
Executive Vice President and General Counsel, or their
respective designees, to be appropriate to effectuate
such extensions, including but not limited to
commitments related to base employment levels by the
customers; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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d. Procurement (Services) Contracts:

i. Procurement (Services) Contracts —
Business Units and Facilities —
Awards, Extensions and/or Additional Funding

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve the award and funding of the multiyear procurement
(services) contracts listed in Exhibit ‘2d i-A,” as well as the continuation and/or funding of the procurement
(services) contracts listed in Exhibit ‘2d i-B,’ in support of projects and programs for the Authority’s
Business Units/Departments and Facilities. Detailed explanations of the recommended awards and
extensions, including the nature of such services, the bases for the new awards if other than to the
lowest-priced bidders and the intended duration of such contracts, or the reasons for extension and the
projected expiration dates, are set forth in the discussion below.

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement
Contracts require the Trustees’ approval for procurement contracts involving services to be rendered for a
period in excess of one year.

The Authority’s Expenditure Authorization Procedures (‘EAPS’) require the Trustees’ approval for
the award of non-personal services, construction, equipment purchase or non-procurement contracts in
excess of $3 million, as well as personal services contracts in excess of $1 million if low bidder, or
$500,000 if sole-source, single-source or non-low bidder.

The Authority’s EAPs also require the Trustees’ approval when the cumulative change-order
value of a personal services contract exceeds $500,000, or when the cumulative change-order value of a
non-personal services, construction, equipment purchase, or non-procurement contract exceeds the
greater of $1 million or 25% of the originally approved contract amount not to exceed $3 million.

DISCUSSION
Awards

The terms of these contracts will be more than one year; therefore, the Trustees’ approval is
required. Except as noted, all of these contracts contain provisions allowing the Authority to terminate the
services for the Authority’s convenience, without liability other than paying for acceptable services
rendered to the effective date of termination. Approval is also requested for funding all contracts, which
range in estimated value from $60,000 to $10 million. Except as noted, these contract awards do not
obligate the Authority to a specific level of personnel resources or expenditures.

The issuance of multiyear contracts is recommended from both cost and efficiency standpoints.
In many cases, reduced prices can be negotiated for these long-term contracts. Since these services are
typically required on a continuous basis, it is more efficient to award long-term contracts than to rebid
these services annually.

Extensions
Although the firms identified in Exhibit ‘2d i-B’ have provided effective services, the issues or
projects requiring these services have not been resolved or completed and the need exists for continuing

these contracts. The Trustees’ approval is required because the terms of these contracts will exceed one
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year including the extension, the term of extension of these contracts will exceed one year and/or
because the cumulative change-order limits will exceed the levels authorized by the EAPs in forthcoming
change orders. The subject contracts contain provisions allowing the Authority to terminate the services
at the Authority’s convenience, without liability other than paying for acceptable services rendered to the
effective date of termination. These contract extensions do not obligate the Authority to a specific level of
personnel resources or expenditures.

Extension of the contracts identified in Exhibit ‘2d i-B’ is requested for one or more of the
following reasons: (1) additional time is required to complete the current contractual work scope or
additional services related to the original work scope; (2) to accommodate an Authority or external
regulatory agency schedule change that has delayed, reprioritized or otherwise suspended required
services; (3) the original consultant is uniquely qualified to perform services and/or continue its presence
and rebidding would not be practical or (4) the contractor provides a proprietary technology or specialized
equipment, at reasonable negotiated rates, that the Authority needs to continue until a permanent system
is put in place.

The following is a detailed summary of each recommended contract award and extension.

Contract Awards in Support of Business Units/Departments and Facilities:

Executive Office

The contracts with Customer Care Network, Inc. ((CCN’), Ernst & Young LLP (‘EY’), Firefly
Energy Consulting LLC (‘Firefly’), McKinsey & Company, Inc. Washington, D.C. (‘McKinsey’),
Navigant Consulting, Inc. (‘Navigant’), PA Consulting Group, Inc. (‘PACG’) and
PricewaterhouseCoopers Advisory Services LLC (‘PwC’) (Q15-5979MR; PO#s TBA) would provide
for management consulting services for the Executive Office ('EO’). Such services comprise a wide
range of EO functions, which include but are not limited to: strategic planning process, strategic plan
implementation, organizational review, asset optimization, financial analysis, program review,
communications assessment, benchmarking studies and recommendations, succession planning,
sustainability support, shared services evaluations, and regulatory and energy policy analysis. Due to the
accelerated rate of expenditures under the existing contracts for such work, these services were rebid
before the end of the approved contract term. To that end, bid documents were developed by staff and
were downloaded electronically from the Authority’s Procurement website by 141 firms / entities, including
those that may have responded to a notice in the New York State Contract Reporter. Twenty-one
proposals were received and evaluated, as further set forth in the Award Recommendation documents.
Since several of the firms can provide similar expertise, the evaluation and selection process focused on
establishing a balanced pool of qualified consulting resources that, in aggregate, can provide high-quality,
best-practice consulting services in a broad range of engagements to best meet the Authority’s needs.
Staff recommends the award of contracts to the seven most qualified bidders: CCN, EY, Firefly,
McKinsey, Navigant, PACG and PwC, which meet the bid requirements and possess the requisite high
level, breadth and depth of experience and expertise in the electric utility and energy industries and the
ability to respond quickly and handle multiple tasks, as may be required, thereby ensuring the Authority of
adequate quality resources to meet deadlines, often on an abbreviated schedule. The contracts would
become effective on or about April 1, 2016, for an intended term of up to three years, subject to the
Trustees’ approval, which is hereby requested. Approval is also requested for the aggregate total amount
expected to be expended for the term of the contracts, $10 million. Such contracts will be monitored for
utilization levels, available approved funding and combined total expenditures. It should be noted that
Firefly is a New York State-certified Women-owned Business Enterprise (‘WBE’).
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Internal Audit

Due to the need to commence services, interim approval was obtained to award a contract to
Deloitte & Touche LLP (‘Deloitte’) (Q15-5995ER; 4500269840), effective March 7, 2016, in the initial
award amount of $250,000, subject to the Trustees’ ratification and approval at their next scheduled
meeting, in accordance with the Authority’s Guidelines for Procurement Contracts and EAPs. Such
contract provides for Internal Audit (‘IA’) co-source services to assist the Authority’s IA department with
completing its 2016 Audit Plan successfully. Specifically, Deloitte will serve as a co-source partner for 1A
technology and subject matter expert (‘'SME’) audits to supplement the Authority’s internal resources.
Services include, but are not limited to, conducting planned and ad hoc Information Technology (‘IT),
operational, financial and internal control reviews of systems, functions and programs. The scope-of-
work includes performing necessary audit review procedures at all operating facilities in a manner
consistent with IA best practices for utility institutions. The requested services require a very high level of
experience and expertise with respect to conducting IT and other SME audits (ranging from cyber security
to New York Independent System Operator scheduling and settlement activities). Bid documents were
developed by staff and were downloaded electronically from the Authority’s Procurement website by 72
firms / entities, including those that may have responded to a notice in the New York State Contract
Reporter. Five proposals were received and evaluated, as further set forth in the Award
Recommendation documents. Staff recommends the award of a contract to Deloitte, the most technically
qualified and reasonably priced bidder, which fully meets the bid requirements and possesses the
requisite high level of expertise and experience in the power and utility industry. Furthermore, Deloitte’s
proposed IA support solution includes allowing the Authority’s 1A department access to a number of
valuable tools to assist in maturing its audit activities, including data analytics and risk/control
repositories. Additionally, Deloitte recognized in its proposal the need for flexibility in its solution for the
Authority, including options for staff augmentation, full internal audit outsourcing and hybrid approaches,
based on the particular audit scope and the availability of Authority resources. The Trustees are hereby
requested to ratify and approve award of the subject contract for an intended term of up to one year, as
well as the total amount expected to be expended for the term of the contract, $1.5 million.

Operations / Operations Support Services

In order for the Authority to ensure compliance by its vendors, suppliers and contractors with its
technical specifications, as well as all applicable ISO quality requirements, design drawings, industry
codes and standards, the Authority retains the services of experienced Quality Assurance (‘QA")
engineers and inspectors for assignments, on an ‘on-call, as needed’ basis, to supplement its in-house
capabilities and resources. Such QA services include, but are not limited to, monitoring, surveillance and
inspection of field work performed by contractors at Authority facilities or manufacturers’ / vendors’
activities at their respective factories / facilities worldwide, in order to ensure that purchased equipment,
components, materials or systems and/or the installation thereof meets specifications. Bid documents
(Q15-5974MS) were developed by staff and were downloaded electronically from the Authority’s
Procurement website by 162 firms / entities, including those that may have responded to a notice in the
New York State Contract Reporter. Eight proposals were received and evaluated, as further set forth in
the Award Recommendation documents. Staff recommends the award of contracts to three firms,
Bureau Veritas North America, Inc., Hatch Associates Consultants, Inc. and NPTS, Inc. (PO#s
TBA), the most technically qualified bidders, which meet the bid requirements and possess the requisite
expertise, experience and resources to perform such work. The recommended firms have also provided
satisfactory services to the Authority under prior contracts for such or similar technical work. The new
contracts would become effective on or about April 1, 2016, for an intended term of up to three years,
subject to the Trustees’ approval, which is hereby requested. Approval is also requested for the total
amount expected to be expended for the term of the contracts, $2.7 million. Such contracts will be
monitored for utilization levels, available approved funding and combined total expenditures. It should be
noted that NPTS is a NYS-certified Minority-owned Business Enterprise (‘MBE’).
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The contract with Clarkson University (‘Clarkson’) (C15-10226642WS; PO# TBA) would
provide for the delivery / implementation of an Engineering Graduate Certificate Program for the
Authority. Such Program would consist of five graduate level courses in the areas of change
management, operations business strategy, negotiations and relationship management, financial
principles and innovation, for approximately 15 high-performing Authority engineering/technical
employees, culminating in the Engineering Graduate Certificate. (It should be noted that the Program
does not result in an advanced degree, but all 15 credit hours received upon program completion would
be applied towards an advanced degree program should the participants decide to pursue such degree
upon completion of this Program.) Each course would begin with an initial kickoff weekend onsite at the
White Plains Office or at one of the Authority’s facilities, with the remainder of the course to be completed
by participants online and on their own time. The university would also provide a streamlined admission
process, ability to customize the curriculum, administrative support, and aggregated reporting upon
completion of course work. To that end, bid documents were developed by staff and were downloaded
electronically from the Authority’s Procurement website by 18 firms / entities, including those that may
have responded to a notice in the New York State Contract Reporter. Two proposals were received and
evaluated, as further set forth in the Award Recommendation documents. Both proposals were well-
written and could meet the needs of the Authority. However, in addition to being the lower cost option,
the Clarkson proposal was stronger in several key areas (e.g., Clarkson provided additional flexibility by
offering courses in multiple timeframes in addition to the regularly scheduled semesters; offered
customization of the curriculum / program at no additional fee; and provided the participants with three
more credit hours than the other bidder upon completion of the Program). Based on the foregoing, staff
recommends the award of a contract to Clarkson, which is technically qualified to provide such services,
offers a robust program that meets or exceeds the bid requirements, and provides the better value to the
Authority. The contract would become effective on or about April 1, 2016, for an intended term of up to
18 months, subject to the Trustees’ approval, which is hereby requested. Approval is also requested for
the total amount expected to be expended for the term of the contract, $260,925. Upon satisfactory
assessment of the initial Program, staff may request that the Program be offered to additional Authority
employees, subject to the Trustees’ further approval.

The Authority adheres to an Environment, Health and Safety (‘EH&S’) Compliance Audit Program
(‘Program’) pursuant to established corporate policies. The objectives of the Program are to: (1) ensure
that each Authority operating project is in compliance with all applicable EH&S laws, regulations,
ordinances, permits, policies and procedures; and (2) provide senior management with an evaluation of
the effectiveness of the Authority’s efforts in meeting all applicable EH&S requirements. The Program is
implemented through systematic audits of the operating projects. To that end, the Authority retains the
services of experienced independent consultants to provide technical support resources to assist the
Authority in conducting such audits. Since the existing contracts for such services are expiring, bid
documents (Q15-5997MS) were developed by staff and were downloaded electronically from the
Authority’s Procurement website by 117 firms / entities, including those that may have responded to a
notice in the New York State Contract Reporter. Ten proposals were received and evaluated, as further
set forth in the Award Recommendation documents. Staff recommends the award of a contract to three
firms, CB&I Environmental & Infrastructure, Inc., Chazen Engineering, Land Surveying &
Landscape Architecture Company, DPC and O’Brien & Gere Engineers, Inc. (PO#s TBA), the most
technically qualified bidders, which meet the bid requirements and possess the requisite expertise,
experience and resources to provide such services. The new contracts would become effective on or
about April 4, 2016, for an intended term of up to five years, subject to the Trustees’ approval, which is
hereby requested. Approval is also requested for the total amount expected to be expended for the term
of the contracts, $750,000. Such contracts will be monitored for utilization levels, available approved
funding and combined total expenditures.

The contract with Hitachi Mitsubishi Hydro Corp. (‘Hitachi’) (PO# TBA) would provide for
home office engineering and technical support services for the Blenheim-Gilboa Pumped Storage Power
Project (‘B-G’), on an ‘as needed’ basis. It should be noted that Hitachi is the Original Equipment
Manufacturer (‘OEM’) of the B-G Plant, which was engineered to Japanese Industrial System standards;
as the OEM, Hitachi maintains proprietary design information not available from other sources and has
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specialized expertise / experience with similar pumped storage equipment at other utilities that is not
available elsewhere. B-G is currently undergoing motor-generator rotor repairs and modifications, which
have generated specific questions regarding reassembly and plant operation. Additionally, unforeseen
issues that require immediate technical assistance to maintain reliable plant operation and maximize plant
availability can also arise during normal plant operation. Currently, the Authority does not have an
existing contract in place to address such issues, which require technical expertise available only from the
OEM, are typically time-sensitive for plant operation and require immediate assistance and expertise.
Based on the foregoing, and as further set forth in the Award Recommendation documents, staff
recommends award of a contract to Hitachi on a sole-source basis to address the critical need for on-
demand OEM technical support for ongoing plant operation as well as current and future maintenance
programs. Hitachi has the requisite knowledge, experience and expertise and, as the OEM, the firm is
uniquely qualified to perform such services. Furthermore, Hitachi has demonstrated its expertise in the
past and provided satisfactory services under a prior contract for such work. The new contract would
become effective on or about April 1, 2016, for an intended term of up to five years, subject to the
Trustees’ approval, which is hereby requested. Approval is also requested for the total amount expected
to be expended for the term of the contract, $500,000.

The contract with Konecranes, Inc. (‘Konecranes’) (Q15-5973MR; PO# TBA) would provide for
inspection and certification services for various cranes and related equipment at Authority projects and
facilities located throughout New York State, in compliance with Occupational Safety and Health
Administration (‘(OSHA’) and other applicable codes, regulations, standards and requirements. Services
also include, but are not limited to, developing various required hard copy reports, as well as performing
any additional or follow-up inspections/certifications that may be required. Bid documents were
developed by staff and were downloaded electronically from the Authority’s Procurement website by 34
firms / entities, including those that may have responded to a notice in the New York State Contract
Reporter. Three proposals were received and evaluated, as further set forth in the Award
Recommendation documents. Staff recommends award of a contract to Konecranes, the lowest-
evaluated-price bidder, which is technically qualified to perform such services, meets the bid
requirements and has provided satisfactory services under the existing contract for such work. The firm
has a proven record of experience in providing such services and demonstrated the necessary resources,
including but not limited to the availability, expertise and qualifications of certified knowledgeable staff, to
ensure that the required work is performed in accordance with all specified requirements. The new
contract would become effective on or about April 4, 2016, for an intended term of up to five years,
subject to the Trustees’ approval, which is hereby requested. Approval is also requested for the total
amount expected to be expended for the term of the contract, $375,000.

The contract with North American Industrial Services, Inc. (‘NAIS’) (RFQ 6000163140 / N16-
20103594GJ; PO# TBA) would provide for industrial and environmental cleaning services for drainage
systems and galleries at the Niagara Power Project, as well as other Authority sites in the Western New
York region, as may be required. Such services include furnishing all labor, tools, equipment, materials,
supervision and performing all operations required to clean various concrete decks, walls, hatch covers,
structures, piping systems and related appurtenances at the Robert Moses Niagara Power Plant and
Lewiston Pump Generating Plant, using high-pressure water jet and vacuum cleaning processes. Bid
documents were developed by staff and were downloaded electronically from the Authority’s Procurement
website by 57 firms / entities, including those that may have responded to a notice in the New York State
Contract Reporter. Three proposals were received and evaluated, as further set forth in the Award
Recommendation documents. Staff recommends the award of a contract to NAIS, the lowest-evaluated-
price bidder, which is qualified to perform such services and meets the bid requirements. The contract
would become effective on or about July 1, 2016, for an intended term of up to four years, subject to the
Trustees’ approval, which is hereby requested. Approval is also requested for the total amount expected
to be expended for the term of the contract, $705,000.

The contract with Paul C. Rizzo Engineering — New York, PLLC (‘Rizzo’) (Q15-5982MS; PO#

TBA) would provide for the services of an independent consultant to perform a Federal Energy
Regulatory Commission (‘FERC’) Part 12 mandated dam safety inspection of the Crescent and Vischer

40



March 29, 2016

Ferry Hydroelectric Projects, prepare reports and conduct follow-up work to respond to FERC questions,
as may be required. FERC regulations also require that the Authority obtain FERC approval of its
proposed independent consultant/s prior to the initiation of the inspections. Bid documents were
developed by staff and were downloaded electronically from the Authority’s Procurement website by 72
firms / entities, including those that may have responded to a notice in the New York State Contract
Reporter. Five proposals were received and evaluated, as further set forth in the Award
Recommendation documents. Staff recommends the award of a contract to Rizzo, the lowest-evaluated-
price qualified bidder, which meets the bid requirements. The Rizzo proposal was complete, competitive
and fully responsive to the scope-of-work, and demonstrated the necessary resources, expertise,
experience and qualifications to perform all such required work in accordance with FERC requirements.
Additionally, Rizzo has provided satisfactory services under an existing contract for civil and geotechnical
engineering work at various Authority facilities statewide. The contract would become effective on or
about April 1, 2016, for an intended term of up to five years, subject to the Trustees’ approval, which is
hereby requested. Approval is also requested for the total amount expected to be expended for the term
of the contract, $360,000.

The contract with Power Engineering, Inc. (‘Power Engineering’) (Q15-5966HM; PO# TBA)
would provide for on-call specialty field support, testing, analysis and engineering services for
hydroelectric turbine-generator equipment at various Authority facilities / Projects located throughout New
York State. Such services include, but are not limited to: alignment engineering services; thrust and
guide bearing design refurbishment and set-up; vibration testing, analyses and balancing; load cell design
and refurbishment; generator re-shrinking; testing for pressure pulsations, strains, unbalanced magnetic
pull, shaft strains, temperatures and other parameters; structural / electromagnetic / cooling system
analyses, fatigue and fracture prediction; hydraulic and transient analyses, weld repair; Engineer of
Record services, etc. Bid documents were developed by staff and were downloaded electronically from
the Authority’s Procurement website by 144 firms / entities, including duplicates and those that may have
responded to a notice in the New York State Contract Reporter. Three proposals were received and
evaluated, as further set forth in the Award Recommendation documents. Staff recommends the award
of a contract to Power Engineering, the only fully responsive bidder, which is technically qualified to
perform such work and meets all the bid requirements. The firm provided a detailed proposal
demonstrating its expertise and experience relevant to the work required in the bid documents.
Additionally, Power Engineering has also provided services to the Authority under several prior contracts
for relevant similar work, with excellent results. The new contract would become effective on or about
April 1, 2016, for an intended term of up to five years, subject to the Trustees’ approval, which is hereby
requested. Approval is also requested for the total amount expected to be expended for the term of the
contract, $3,860,000.

The contract with Starboard Consulting, LLC (‘Starboard’) (Q15-6001RM; PO# TBA) would
provide for software support consulting services for the Authority’'s MAXIMO application and associated
interfaces, integrations and customizations. (By way of background, the Authority utilizes the MAXIMO
Enterprise Asset Management system as its primary tool for managing generation and transmission asset
maintenance activities associated with the Authority’s Maintenance Resource Management (‘MRM’)
program, which, in turn, is integral to the reliability and availability of the Authority’s generation and
transmission assets. The MAXIMO software solution interfaces with SAP, the Authority’s existing
Enterprise Resource Planning (‘ERP’) system.) Bid documents were developed by staff and were
downloaded electronically from the Authority’s Procurement website by 95 firms / entities, including those
that may have responded to a notice in the New York State Contract Reporter. Five proposals were
received and evaluated, as further set forth in the Award Recommendation documents. Staff
recommends the award of a contract to Starboard, the most technically qualified bidder, which meets the
bid requirements. The Starboard proposal demonstrated more comprehensive experience and depth of
MAXIMO support and consulting capabilities, and the hourly rates and fixed fee costs were reasonable
and competitive, providing the best value. It should be noted that Starboard has also provided
satisfactory services to the Authority under an existing contract to support the MAXIMO application
upgrade project. The new contract would become effective on or about April 1, 2016, for an intended
term of up to five years, subject to the Trustees’ approval, which is hereby requested. Approval is also
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requested for the aggregate total amount expected to be expended for the term of the contracts,
$675,000.

Due to the need to ensure the availability of services when needed, interim approval was
obtained to award a contract to Veolia ES Technical Solutions, LLC (‘Veolia’) (Q15-5984JR;
4600003131), effective February 29, 2016, in the initial ‘Target Value’ of $10,000, subject to the Trustees’
ratification and approval as soon as practicable, in accordance with the Authority’s Guidelines for
Procurement Contracts and EAPs. Such contract provides for all supervision, labor, equipment and
material to package, transport and recycle/dispose of water and electric meters and/or their components,
from various customer facilities and locations within New York State to the point of ultimate disposition of
all such components, as part of the Advanced Metering Infrastructure Project, offered under the
Authority’s Energy Efficiency Programs. Bid documents were developed by staff and were downloaded
electronically from the Authority’s Procurement website by 38 firms / entities, including those that may
have responded to a notice in the New York State Contract Reporter. One proposal was received and
evaluated, as further set forth in the Award Recommendation documents. Reasons contributing to the
lack of other proposals include, but are not limited to, the relatively small volume of waste stream and the
administrative documentation burdens, as well as the Authority’s environmental requirements. Staff
recommends the award of a contract to Veolia, which was determined to be technically qualified to
perform such work, meets the bid requirements and has provided satisfactory services under an existing
recycling / disposal contract for other waste streams. Veolia has significant financial, personnel and
equipment resources. Furthermore, the contractor’s designated facility and operations have passed the
Authority’s detailed environmental audit. The intended term of this contract is up to five years, subject to
the Trustees’ ratification and approval, which is hereby requested. Approval is also requested for the total
amount expected to be expended for the term of the contract, $60,000.

The contract with Waste Management of New York - Utica (‘Waste Management’) (C16-
12116MG; PO# TBA) would provide for recycling and trash removal services for the Clark Energy Center
(‘CEC’). Services include the disposal of municipal solid waste in bins and dumpsters and disposal of
construction and demolition materials from CEC. Pursuant to a contract issued by the New York State
Office of General Services, a mini-bid was conducted between the two firms authorized for the region.
Two proposals were received and evaluated, as further set forth in the Award Recommendation
documents. Staff recommends the award of a contract to Waste Management, the only fully responsive
bidder, which is qualified to provide such services, meets the bid requirements and has provided
satisfactory services under prior contracts for such work. The new contract would become effective on or
about April 1, 2016, for an intended term of up to four years, subject to the Trustees’ approval, which is
hereby requested. Approval is also requested for the total amount expected to be expended for the term
of the contract, $80,000.

Human Resources and Enterprise Shared Services

HR and Organizational Development

The contracts with The Burgess Group Corporate Recruiters International, Inc. (‘Burgess’),
EnergeiaWorks LLC (‘Energeia’), Gilbert Tweed Associates, Inc. (‘Gilbert Tweed’), Korn Ferry
International (‘Korn Ferry’), Russell Reynolds Associates, Inc. (‘Russell Reynolds’) and The
Search Partnership LLC (‘Search Partner’) (Q16-6031MR; PO#s TBA) would provide for executive
recruitment services for the Authority. Due to recent announcements regarding forthcoming retirements
and the resulting emergent need for such services, the Authority conducted a competitive search. A
Request for Proposals was issued to 15 invited firms; seven proposals were received and evaluated, as
further set forth in the Award Recommendation documents. Since several of the firms can provide similar
expertise, the evaluation and selection process focused on establishing a balanced stable of qualified
firms that, in aggregate, can provide high-quality, best-practice executive recruiting services in a broad
range of engagements. Staff recommends the award of contracts to the six firms that best meet the
Authority’s needs and requirements: Burgess, Energeia, Gilbert Tweed, Korn Ferry, Russell Reynolds
and Search Partner, and which possess the requisite high level, breadth and depth of experience, skills
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and expertise and the ability to provide the necessary services as required, thereby ensuring the Authority
of adequate quality resources when needed. The contracts would become effective on or about April 1,
2016, for an intended term of up to five years (comprising an initial term of three years with an option to
extend for up to two additional years), subject to the Trustees’ approval, which is hereby requested.
Approval is also requested for the aggregate total amount expected to be expended for the initial three-
year term of the contracts, $1 million. Such contracts will be monitored for utilization levels, available
approved funding and combined total expenditures. It should be noted that Burgess is a New York State-
certified Minority-owned Business Enterprise (‘MBE’).

Extensions and/or Additional Funding Reqguests:

Business Services

Treasury

The contract with Lamont Financial Services Corp. (‘Lamont’) (4500255779) provides for
financial advisory services with respect to the structuring of the Authority’s Energy Efficiency (‘EE’) and
Customer Energy Solutions (‘CES’) financial offerings. With the expansion of the Authority’s EE and CES
programs, Lamont has been assisting Authority Finance staff in developing credit policy and capital
market funding solutions. These solutions will be critical to the Authority achieving its mission, while
protecting its financial reputation and balance sheet. The original award, which was competitively bid,
became effective on February 25, 2015 for a term of up to one year, in the amount of $500,000. Interim
approval for a 10-month extension was subsequently authorized in accordance with the Authority’s
Guidelines for Procurement Contracts and EAPs, subject to the Trustees ratifying such action as soon as
practicable. Such extension would allow sufficient time for Lamont to complete its review of various
capital market options for funding participant borrowings and to fully roll out the program. The current
contract amount is $500,000; staff anticipates that additional funding in the amount of $125,000 may be
required for the extended term. The Trustees are requested to ratify and approve extension of the
subject contract through December 31, 2016, as well as the additional funding requested.

Human Resources and Enterprise Shared Services

ESS - Corporate Support Services

At their meeting of September 29, 2009, the Trustees approved the award of a competitively bid
contractto A & A Maintenance Enterprise, Inc. (A&A’) (4500179789) to provide for the services of
operating engineers to provide maintenance engineering support for the Authority’s Clarence D.
Rappleyea Building (the White Plains Office), for a term of up to five years, in the amount of $4.25 million.
The contract included salaries, pension, welfare, annuity and other miscellaneous fees (such as overtime,
overtime meals and uniforms) of the operating engineers, in accordance with the International Union of
Operating Engineers, Local 30. The Authority also paid a fixed monthly administrative fee to cover all
overhead costs, such as payroll processing and human resource-related services. A one-year extension
through September 30, 2015 and additional funding in the cumulative amount of $1,062,500 were
subsequently authorized in accordance with the Authority’s Procurement Guidelines and EAPs. During
the course of the extended term, unanticipated overtime expenditures relating to various building
emergencies, such as overnight storm coverage, were incurred, exceeding the authorized contract limit
by less than one percent. The current Target Value of the contract is $5,312,500; additional funding in
the amount of $50,000 is now requested to cover outstanding invoices for services provided during the
extended contract term. The Trustees are requested to approve the additional funding requested,
thereby increasing the approved total contract amount to $5,362,500. (It should be noted that the subject
contract was completed on September 30, 2015; services were rebid and a new contract was approved
by the Trustees and awarded to another contractor effective October 1, 2015.)
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FISCAL INFORMATION

Funds required to support contract services for various Business Units/Departments and Facilities
have been included in the 2016 Approved O&M Budget. Funds for subsequent years, where applicable,
will be included in the budget submittals for those years. Payment will be made from the Operating Fund.

Funds required to support contract services for capital projects have been included as part of the
approved capital expenditures for those projects and will be disbursed from the Capital Fund in
accordance with the project’s Capital Expenditure Authorization Request.

RECOMMENDATION

The Senior Vice President — Operations Support Services and Chief Engineer, the Senior Vice
President — Power Generation, the Senior Vice President — Internal Audit, the Senior Vice President —
Human Resources and Enterprise Shared Services, the Senior Vice President — Corporate Affairs, the
Senior Vice President — Technology and Innovation, the Vice President — Environment, Health & Safety,
the Vice President — Technical Compliance, the Vice President — Project Management, the Vice President
— Procurement, the Vice President — Engineering, the Vice President — Operational Performance, the
Vice President — Transmission, the Vice President — Enterprise Shared Services, the Treasurer, the
Regional Manager — Western New York, the Regional Manager — Northern New York, the Regional
Manager — Central New York and the Regional Manager — Southeastern New York recommend that the
Trustees approve the award of multiyear procurement (services) contracts to the companies listed in
Exhibit ‘2d i-A’ and the extension and/or funding of the procurement (services) contracts listed in Exhibit
‘2d i-B,’ for the purposes and in the amounts discussed within the item and/or listed in the respective
exhibits.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was adopted
with Trustee Flynn being recused from the votes related to Bureau Veritas North America, Inc.; O'Brien &
Gere Engineers, Inc.; Veolia ES Technical Solutions LLC; and Waste Management of NY — Utica.

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, the
award and funding of the multiyear procurement
services contracts set forth in Exhibit “2d i-A,” attached
hereto, are hereby approved for the period of time
indicated, in the amounts and for the purposes listed
therein, as recommended in the foregoing report of the
President and Chief Executive Officer; and be it further

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, the
contracts listed in Exhibit “2d i-B,” attached hereto, are
hereby approved and extended for the period of time
indicated, in the amounts and for the purposes listed
therein, as recommended in the foregoing report of the
President and Chief Executive Officer; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
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and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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ii. Procurement (Services) Contract —
Battery Testing Program — Contract Award

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve the award of a five-year contract in the amount of
$325,000 to Test Products, Inc. (‘TPI') of Exton, PA to provide for capacity testing of station batteries and
associated chargers located in power generating stations and switching stations owned and/or operated
by the Authority.

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement
Contracts require the Trustees’ approval for procurement contracts involving services to be rendered for a
period in excess of one year.

The battery systems to be tested are multi-cell systems of 25-250 volts for use as an emergency
direct current power supply; capacities range up to 3,900 amp-hour at the eight-hour rate. Such testing is
performed to determine the physical, chemical and electrical condition of the equipment, as well as the
available capacity of the batteries.

DISCUSSION

In response to the Authority’s Request for Proposal (Q16-6024FS) advertised in the New York
State Contract Reporter on February 3, 2016, fifty-two (52) firms downloaded the bid document; four
proposals were received on February 25, 2016. Each bidder was requested to submit itemized quotes for
hourly rates, equipment costs, and travel expenses. In a subsequent Bid Addendum, the bidders were
requested to provide the total cost for performing a typical 125 VDC battery capacity test at Clark Energy
Center (‘CEC’). A summary of that pricing is noted below:

Bidder Name Price for a Typical
Battery Capacity Test
Current Communications $2387.52
EPS Technology $7260.00
Emerson HVM No Response
Test Products, Inc. $2256.00

EPS Technology not only submitted a price that was more than three times that of TPI, but the
company also showed no experience in battery testing. The company’s proposal also did not provide any
sample test reports, a Quality Assurance Program, or test procedures, and therefore did not meet the
technical requirements of the specification.

The proposal submitted by TPI, the lowest-priced bidder, fully meets the requirements of the
specification. TPI is qualified to perform such services, has demonstrated full compliance with the
technical specifications and other bid requirements, and has provided satisfactory services under an
existing contract for such work.

Current Communications’ and Emerson HVM'’s original proposals were non-compliant with the bid
documents and technical specifications. As a result, those proposals were precluded from further
evaluation.
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Funding for this Project will be provided by each facility and has been included in the O&M

budget.

RECOMMENDATION

The Senior Vice President — Operations Support Services and Chief Engineer, the Vice President
— Engineering, and the Vice President — Procurement recommend that the Trustees authorize the award
of a $325,000 Value Contract for the five-year period from April, 2016 to March, 2021 to Test Products,
Inc. (‘TPI') of Exton, PA to provide services for periodic capacity testing of all NYPA back-up batteries.

For the reasons stated, | recommend the approval of the above-requested action by adoption of

the resolution below.”

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, the
Trustees hereby authorize the award of a five-year
contract to Test Products, Inc., in the amount of
$325,000, to provide services for periodic capacity
testing of all NYPA back-up batteries, as recommended
in the foregoing report of the President and Chief
Executive Officer;

Contractor Contract Approval
Test Products, Inc. $325,000
Exton, PA

(Q16-6024FS)

AND BE IT FURTHER RESOLVED, That the
Chairman, the Vice Chairman, the President and Chief
Executive Officer, the Chief Operating Officer and all
other officers of the Authority are, and each of them
hereby is, authorized on behalf of the Authority to do
any and all things and take any and all actions and
execute and deliver any and all agreements, certificates
and other documents to effectuate the foregoing

resolution, subject to the approval of the form thereof by

the Executive Vice President and General Counsel.
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Niagara / St. Lawrence

iii. Procurement (Services) Contract —
Niagara and St. Lawrence Flow Forecast
Improvement Initiative — Contract Award

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve the award of a single-source contract to the University
Corporation for Atmospheric Research (‘'UCAR’) for a not-to-exceed value of $221,731 and a term of one
year and five months to assist the National Oceanographic and Atmospheric Administration’s Great Lakes
Environmental Research Laboratory (‘NOAA-GLERL’) in improving the accuracy of its Great Lakes
forecasting programs. The intent is to expedite work towards improved flow forecasting on the Niagara
and St. Lawrence Rivers. In accordance with the existing Memorandum of Understanding between
NYPA and Ontario Power Generation (‘OPG’), funding for this project will be cost-shared.

BACKGROUND

Section 2879 of the Public Authorities Law, the Authority’s Guidelines for Procurement Contracts,
and the Authority’s Expenditure Authorization Procedures require the Trustees’ approval when the term of
a personal services contract, including any extensions or options, exceeds one year.

NYPA is partnering with OPG to have NOAA-GLERL improve the accuracy of its Great Lakes
forecasting programs. NYPA and OPG have been making long-term forecasts using the current version
of NOAA-GLERL’s forecasting programs since about 1988. The major improvements will comprise:
recalibration of the hydrology model; addition of the Lake Ontario regulating plan; and accounting for the
effects of regional climate change on the Great Lakes hydrology.

This Trustee item will fund two climate scientists. One of the scientists will adjust historical
weather data to reflect the weather expected in the future. The second scientist will work to move the
application from a research state to a production-level state. A UCAR grant is funding approximately 50%
of their salaries, while OPG and NYPA are jointly funding the remaining 50%.

The U.S. Army Corps of Engineers — Detroit District will host and maintain the revised model and
prepare 5-year operational forecasts for flows in the Niagara and St. Lawrence Rivers with resolution and
model criteria specific to the needs of NYPA and OPG. This will be another major improvement because
NYPA and OPG will no longer have to devote resources and expertise to running the current forecast
models themselves.

The project is currently ongoing and is expected to be completed by the end of 2017. Through
their Joint Works Agreement, NYPA and OPG will share the cost for the program beginning August 1,
2016 and ending on December 31, 2017.

DISCUSSION

The work will be carried out through the Postdocs Applying Climate Expertise (‘PACE’) program,
which is administered by UCAR. The PACE program pairs early-career climate scientists with institutions
that provide climate research expertise, guidance and funding. NOAA-GLERL will direct the work of the

two climate scientists selected for the Niagara and St. Lawrence Flow Forecast Improvement Initiative.

Completion of the project will be achieved in two phases. The first phase will require research of
different forecasting methods and models and validation of the input meteorological forcings and output
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simulations. The second phase will focus on the transition of these forecast products to operations and
implementing the production of operational output to be delivered to NYPA and OPG.

The PACE program was utilized because it could quickly identify available scientists qualified to
address the gaps in regional climate research and climate-based decision making. Once the candidates
were identified, NYPA and OPG participated with NOAA-GLERL in the competitive selection process.
NOAA-GLERL uses the PACE program extensively and recommended its use for the forecast
improvement initiative based on past success with the program. The program also has the advantage
that UCAR is funding the first year of the scientists’ salaries. If NYPA and OPG had to procure the
scientists themselves, the process would likely have been more time consuming, more expensive and
less compatible with NOAA-GLERL's standard practices.

UCAR is a non-profit consortium of more than 100 member universities and colleges. UCAR
administers PACE through its Visiting Scientist Program (‘VSP’), which provides professional program
management and administration expertise for all aspects of postdoctoral fellowship, visiting scientist, and
term scientist programs. A UCAR Steering Committee is responsible for scoping the participating
institutions and funding agencies, vetting the postdoctoral applicant pool and overseeing the competitive
selection process, and participating in the proposal and progress review process.

FISCAL INFORMATION

Payment will be made from the Authority’s Operating Fund.

RECOMMENDATION

The Senior Vice President — Operations Support Services and Chief Engineer, the Vice President
— Engineering and the Vice President — Procurement recommend that the Trustees approve the award of
a single-source contract to University Corporation for Atmospheric Research for a not-to-exceed value of
$221,731 and a term of one year and five months to expedite work towards improved flow forecasting on
the Niagara and St. Lawrence Rivers.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority and
the Authority’s Expenditure Authorization Procedures,
the award and funding of a single-source contract to the
University Corporation for Atmospheric Research, to
expedite work towards improved flow forecasting on the
Niagara and St. Lawrence Rivers, for aterm of one year
and five months, and a not-to-exceed value of $221,731,
is hereby approved as recommended in the foregoing
report of the President and Chief Executive Officer;

Contractor Contract Approval

University Corporation for Multi-year (1 year 5 months)
Atmospheric Research
(Single Source) $221.731

AND BE IT FURTHER RESOLVED, That the
Chairman, the Vice Chairman, the President and Chief
Executive Officer, the Chief Operating Officer and all
other officers of the Authority are, and each of them
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hereby is, authorized on behalf of the Authority to do
any and all things, take any and all actions and execute
and deliver any and all agreements, certificates and
other documents to effectuate the foregoing resolution,
subject to the approval of the form thereof by the
Executive Vice President and General Counsel.
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iv. Procurement (Services) Contract —
St. Lawrence Robert Moses Switchyard
Automation Monitoring and Control —
Long-Term Service Agreement — Contract Award

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to award a multi-year, single-source services (‘Services’) contract to
Siemens Industries, Inc., of Wendell, NC (‘Siemens’). The award will be for a term of up to five years and
not-to-exceed the amount of $837,666 for Services to be provided. The Services include operation and
maintenance support, ensuring compliance with the North American Electric Reliability Corporation
Critical Infrastructure Protection (‘NERC CIP’) cyber security standards, and training associated with the
Switchyard Automation Monitoring and Control (‘'SAMAC’) system installed by Siemens in 2009 at the
Robert Moses Switchyard, Massena, NY.

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement
Contracts require the Trustees’ approval for procurement contracts involving services to be rendered for a
period in excess of one year. In accordance with the Authority’s Expenditure Authorization Procedures,
single/sole source requisitions for personal services contracts over $500,000 also require the Trustees’
approval, as well as concurrence by the Vice President of Procurement.

The Transmission Life Extension and Modernization (‘T-LEM’) is a multiyear program that will
upgrade the Authority’s existing transmission system to maintain availability, increase reliability, and
ensure regulatory compliance. The Program encompasses the Authority’s transmission assets in the
Central, Northern, and Western regions and has been divided into several projects. The Program is
estimated to cost $726 million and includes:

- Upgrades, refurbishments, and replacements associated with switchyards and substations
- Transmission line structures or towers and associated hardware, including tower painting
- Replacement of the submarine cable on PV-20

- Work along rights-of-way, including access roads

At their December 18, 2012 meeting, the Trustees approved the Transmission Life Extension
Program at the estimated cost of $726 million. At this meeting, the Trustees also authorized capital
expenditures in the amount of $65.5 million for Phase 1 of the STL Breaker and Relay Replacement
project.

In 2009, NYPA procured a turnkey Siemens SAMAC system for the Robert Moses switchyard in
Massena, NY. This Smart Grid based system utilizes the IEC 61850 protocol in addition to proprietary
Siemens software. Commissioning of the system began in 2013.

DISCUSSION

Siemens will provide support to design, modify and/or test the SAMAC software, relays, network
equipment, and a password management system (Crossbow). In addition, Siemens will provide
hardware and software upgrades/patches, commissioning support and, on an annual basis, O&M training
and a system audit to assist the Authority in meeting the NERC CIP cyber security requirements.
Additionally, the development of a condition-based monitoring system for the SAMAC project to meet
NERC Standard PRC-005 reporting for maintenance intervals is included as an optional item.
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Siemens is in the best position to provide the required engineering, programming, and
commissioning support services for the SAMAC platform as it owns the proprietary SAMAC software, is
the design engineer of record, and is responsible for design modifications to the system.

The issuance of up to a five-year contract in an amount not to exceed $837,666 is warranted for
both cost and efficiency considerations. An assigned matter may extend longer than a year and require
consistency in service, thus it is more efficient to award a long-term contract. All of the contracts will allow
the Authority, in its sole discretion, to terminate services without liability other than paying for acceptable
services rendered to the effective date of termination.

FISCAL INFORMATION

This project will be funded through the T-LEM program, approved by the Trustees at their
meeting on December 18, 2012, and the Authority’s operating fund.

RECOMMENDATION

The Senior Vice President — Operations Support Services and Chief Engineer, the Vice President
— Project Management, the Vice President — Engineering, the Vice President — Procurement, the Project
Manager and the Regional Manager — Northern New York recommend that the Trustees approve the
award of a five-year contract to Siemens Industry, Inc., in the amount of $837,666, to provide Operation
and Maintenance services, North American Electric Reliability Corporation Critical Infrastructure
Protection (‘'NERC CIP’) cyber security compliance support, and training associated with the Switchyard
Automation Monitoring and Control (‘(SAMAC’) system installed at the Robert Moses Switchyard located in
Massena, NY.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was adopted
with Trustee Flynn being recused from the vote.

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority and
the Authority’s Expenditure Authorization Procedures,
approval is hereby granted to award a five-year contract
to Siemens Industry, Inc. in the amount of $837,666 to
provide Operation and Maintenance Support, assistance
with the North American Electric Reliability Corporation
Critical Infrastructure Protection (“NERC CIP") cyber
security compliance, and training associated with the
Switchyard Automation Monitoring and Control
(“SAMAC”) system installed at the Robert Moses
Switchyard located in Massena, NY, as recommended in
the foregoing report of the President and Chief
Executive Officer;

Contractor Contract Approval
Siemens Industries, Inc. $837,666
Wendell, NC

AND BE IT FURTHER RESOLVED, That the
Chairman, the Vice Chairman, the President and Chief
Executive Officer, the Chief Operating Officer and all
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other officers of the Authority are, and each of them
hereby is, authorized on behalf of the Authority to do
any and all things and take any and all actions and
execute and deliver any and all agreements, certificates
and other documents to effectuate the foregoing
resolution, subject to the approval of the form thereof by
the Executive Vice President and General Counsel.
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e. Non-Procurement Contract:

i. Non-Procurement Contract —
Renewal of License Agreement for
Management of HTP Transmission Capacity

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve a contract extension for the 2013 agreement entered into
between the Authority and Consolidated Edison Energy, Inc. (‘CEE’), a subsidiary of Consolidated Edison
Company of New York, Inc., for the management of energy-related transactions related to NYPA's
contractual entitlements on the Hudson Transmission Partners, LLC (‘HTP’) undersea cable. The
proposed extension would extend the current contract for three years, plus give the Authority the ability to
exercise two additional three-year extensions, thus enabling the Authority to potentially extend the
relationship for up to nine years. The Authority would retain its existing contractual ability to terminate the
contract for any reason upon 90 days’ notice.

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority's Guidelines for Procurement
Contracts require the Trustees' approval of contracts, including contract extensions, involving services to
be rendered for a period in excess of one year.

On March 21, 2013, the Trustees authorized the Authority to enter into a License Agreement
(‘License’) with CEE for the management of the energy transactions related to Authority’s rights on the
HTP cable. The Authority negotiated the terms of a three-year License with CEE after selecting CEE
through a 2012 competitive request for proposals process for these services. After Trustee authorization,
the License was executed by the parties and became effective on April 2, 2013, for a term ending on May
31, 2016.

The Authority’s rights on the HTP cable stem from its Firm Transmission Capacity Purchase
Agreement (‘FTCPA’) with HTP entered into in April 2011, which grants the Authority 75% of the
transmission capacity on the HTP cable, and other related energy rights.

The Trustees’ authorization noted that during the term of the License, Authority staff would
determine whether to ‘rebid these services, perform them in-house, or proceed with another viable
approach based upon the knowledge staff anticipates it will acquire about the economic aspects of the
[HTP] resource.’

Based on Authority staff's experience in working with CEE over the last three years, staff
recommends an extension of this business relationship, as explained below.

DISCUSSION

The HTP cable connects New York City to Bergen County, New Jersey, providing New York
electric consumers with access to the resources contained in PIM Interconnection, LLC (‘PJM’), the
neighboring electric control area west of New York City. Lacking expertise in the PIJM energy and
unforced capacity (or ‘UCAP’) markets, the Authority entered into its License with CEE to assist the
Authority in maximizing the economic value of its HTP rights acquired through the FTCPA, so that the
HTP cable could ultimately serve as a beneficial resource for New York City customers.

NYPA and CEE, over the duration of the License, have developed an effective business

relationship involving the trading and scheduling of energy products on the HTP facility, as well as
hedging contracts related to NYPA's access rights on the Line. This relationship has enabled NYPA's
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Energy Resource Management (‘ERM’) staff to better understand the functional, operational and financial
aspects of the HTP cable.

From the perspective of developing ERM’s knowledge of the energy marketplace and how to
make effective use of the HTP Line, the partnership has expanded the overall knowledge and
effectiveness of NYPA. As an example, NYPA and CEE have developed an effective capacity bidding
strategy for the purchase of UCAP in PIM and selling in the NYISO markets for the 2015/16 and 2016/17
planning years. This task was made particularly difficult due to regulations governing the NYISO market
which made it difficult for UCAP purchased in PIM to be sold in the NYISO.

Through these coordinated efforts, the Authority has dramatically benefited from this partnership
through enhanced revenues for the sales of energy and UCAP, exchange of strategic operational
information, and effective financial hedging. In fact, the Authority’s annual revenues under the License
have averaged between $5.5 and $6.0 million since the License has been in effect. This is well toward
the high end of the range of $900,000 to $7 million in annual revenues, net of service charges, that
Authority staff expected when it described the proposed License to the Trustees in March 2013.

There was a steep learning curve for CEE and NYPA in understanding the nuances of the cable
in order to move forward with a coherent strategy for both energy and capacity. In particular, CEE has
assisted NYPA in developing its capacity plan strategy in PIJM’s capacity auctions for 2016 through the
first of half of 2017. The successful bidding strategies employed there form the basis for effectively
addressing PJM'’s capacity auctions for subsequent years.

Switching energy managers at this point (or bringing this activity in-house) would cause an
interruption of the Authority’s goals and successful strategies. Staff does not yet believe it has the
capabilities to perform this activity in-house, and adopting a new energy manager would entail the new
party confronting the aforementioned steep learning curve in order to be effective, and would be
impractical.

For the foregoing reasons, the Authority recommends a three-year extension of the License. To
give the Authority the maximum flexibility to maintain its relationship with CEE if it continues to prove
beneficial, the proposed extension provision would permit the Authority, in its sole discretion, to extend
the License thereafter for two consecutive 3-year terms. Thus, the extension would permit NYPA to
continue the License for a maximum of nine additional years. The Authority would retain its current ability
to terminate the License upon 90 days’ written notice for any reason. If approved by the Trustees, the
extension will be effectuated by a contract amendment between the Authority and CEE, and a new 3-year
term would commence on June 1, 2015.

FISCAL INFORMATION

The fee structure in the current License would continue under the extension. Under the License,
CEE’s base level fees are capped at $300,000 per year ($25,000 per month), and this would continue
under an extension. Accordingly, CEE would retain the initial $25,000/ month that is accrued from
scheduling/trading aspects of the HTP cable. Beyond the $25,000/month threshold, CEE and NYPA
participate in a revenue sharing agreement, where NYPA receives 85% of the revenues above the
threshold, while CEE obtains the remaining 15%. If the $25,000 monthly threshold is not attained in a
given month, the previous monthly amount will be carried over to future time frames when revenues
exceed the threshold level. A yearly true-up applies to ensure CEE’s $300,000 annual minimum fee.

As noted, the Authority’s annual revenues under the License have averaged between $5.5 and
$6.0 million since the License has been in effect, staff expects this to continue under normal cable
operations. This is consistent with staff’s initial estimated range in 2013 of $900,000 to $7 million in
annual revenues, net of service charges.
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RECOMMENDATION

The Senior Vice President — Operations Support Services and Chief Engineer, the Vice
President — Technical Compliance, and the Vice President — Procurement recommend the Trustees'
approval of the contract extension for the agreement between the Authority and Consolidated Edison
Energy, Inc. for the management of energy-related transactions related to NYPA'’s contractual
entitlements on the Hudson Transmission Partners, LLC undersea cable.

For the reasons stated, | recommend approval of the above-requested action by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority,
approval is hereby granted for the extension of the
Authority’s License Agreement with Consolidated
Edison Energy, Inc., for the management of energy-
related transactions related to the Authority’s
contractual entitlements on the Hudson Transmission
Partners, LLC undersea cable for an initial extension
period of three years, with the ability of the Authority to
extend the License for two consecutive three-year
terms, which ability the Authority has in its sole
discretion, as recommended in the foregoing report of
the President and Chief Executive Officer; and be it
further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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f. Capital Expenditure Authorization Requests

i. Blenheim-Gilboa Switchyard Life Extension
and Modernization Project —
Capital Expenditure Authorization Reguest

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to authorize capital expenditures in the amount of $10,997,700 for
the Blenheim-Gilboa Switchyard Life Extension and Modernization (‘LEM’) Project (‘Project’). The project
is part of the Transmission Life Extension and Modernization (‘'T-LEM’) Program.

The Trustees are also requested to ratify the President and Chief Executive Officer’s preliminary
approval of $790,800 for preliminary engineering for the Project.

BACKGROUND

T-LEM is a multiyear program that will upgrade the Authority's existing transmission system to
maintain availability, increase reliability, and ensure regulatory compliance. The Program encompasses
Authority transmission assets in the Central, Northern, and Western Regions and has been divided into
several projects. The Program is estimated to cost $726 million and includes:

- Upgrades, refurbishments, and replacements associated with switchyards and
substations;

- Transmission line structures or towers and associated hardware, including tower painting;
and

- Replacement of the submarine cable on PV-20.

The Blenheim-Gilboa 345 kV Switchyard is approximately 40 years old with much of the original
equipment still in service, but approaching the end of its useful life. An assessment of the condition of the
switchyard equipment, as well as the maintenance practices, resulted in recommendations for the
replacement of the following:

- Motor Operated Disconnect Switches

- Ground Switches

- Potential Transformers

- Capacitive Coupling Voltage Transformers
- Surge Arrestors

- Capacitor Bank (Repair/Replace)
DISCUSSION
The equipment identified will be replaced during the period 2016 — 2020 using a combination of

internal and external resources. Equipment will be procured in accordance with the Authority’s equipment
procurement procedures.
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The capital expenditure authorization is comprised of the following:

Preliminary Engineering (previously approved) $ 790,800

Engineering and Design $ 2,440,900
Procurement/Materials $ 1,961,900
Construction $ 3,220,000
Authority Direct/Indirect $ 2,584,100

FISCAL INFORMATION

Total: $10,997,700

March 29, 2016

Payments associated with this project will be made from the Authority’s Capital Fund.

RECOMMENDATION

The Senior Vice President — Operations Support Services and Chief Engineer, the Vice President
— Project Management, the Vice President — Engineering, the Vice President — Procurement, the Vice
President — Transmission, the Project Manager and the Regional Manager — Central New York
recommend that the Trustees authorize capital expenditures in the amount of $10,997,700 for the
Blenheim-Gilboa Switchyard Life Extension and Modernization Project.

For the reasons stated, | recommend the approval of the above-requested action by adoption of

the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was

unanimously adopted.

RESOLVED, That pursuant to the Authority’s
Expenditure Authorization Procedures, capital
expenditures in the amount of $10,997,700 for the
Blenheim-Gilboa Switchyard Life Extension and
Modernization Project, are hereby authorized in
accordance with, and as recommended in, the foregoing
report of the President and Chief Executive Officer;

Expenditure

Capital Authorization
Blenheim-Gilboa $10,997,700

Switchyard LEM

AND BE IT FURTHER RESOLVED, That the
Authority, in accordance with Treasury Regulation
Section 1.150-2, hereby declares its official intent to
finance as follows: The Authority intends to reimburse
to the maximum extent permitted by law with the
proceeds of tax-exempt obligations to be issued by the
Authority, all expenditures made and which may be
made in accordance with the Project described in the
foregoing report of the President and Chief Executive
Officer, with the maximum principal amount of
obligations to be issued for such project expected to be
$10, 997,700; and be it further
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RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.

59

March 29, 2016



March 29, 2016

i. Marcy-South Series Compensation Project —
Capital Expenditure Authorization Request — Revision 1
and Increase in Contract Authorization

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to authorize an additional $10.5 million to the October 2014
approved expenditure authorization request for engineering, equipment procurement, installation, start-up
testing and commissioning services for the Marcy-South Series Compensation Project (‘MSSC’) Project
(‘Project’). The initial approved authorization was $48.4 million.

The Trustees are also requested to approve an increase in the contract awarded to ABB, Inc. of
Raleigh, NC from the previous amount of $23.6 million to $28.0 million to fund additional scope, materials,
installation, testing and commissioning services in support of the project.

BACKGROUND

In accordance with the Authority’s Expenditure Authorization Procedures, Capital Expenditures in
excess of $3 million require the Trustees’ approval.

The MSSC Project will add switchable series compensation capacitors to increase power transfer
by reducing series impedance over the existing 345 kV Marcy South circuits. Specifically, the Project will
add a 915 MVA SC bank (40% compensation) on the Marcy-Coopers Corners 345 kV line, a 315 MVA
SC bank (25% compensation) on the Edic-Fraser 345 kV line, and a 240 MVA SC bank (25%
compensation) on the Fraser-Coopers Corners 345 kV line. The three SC banks will be installed near the
Fraser Substation. In addition, the Project includes replacing the conductor lines on approximately 21.8
miles of the NYSEG-owned Fraser-Coopers Corners 345 kV line and will replace/upgrade circuit
breakers, protection relays and communication systems at substations owned by the Authority (Marcy,
Bleheim-Gilboa), NYSEG (Fraser, Coopers Corners, Oakdale), National Grid (Edic, Clay, Volney, New
Scotland), Central Hudson (Rock Tavern) and Orange & Rockland (Middletown).

The Authority is responsible for reimbursing National Grid, Central Hudson and Orange &
Rockland for the engineering, procurement, installation, testing and commissioning of equipment
replacement/upgrade at each utility’s substation. NYSEG will be responsible for its costs associated with
installation of one SC bank and ancillary equipment at the Fraser Substation, replacing the conductor
lines on 21.8 miles of the Fraser-Coopers Corners 345 kV line and equipment/upgrade at NYSEG-owned
substations. NYSEG costs are not included in the Authority’s capital expenditure request.

The original estimate for the project was $54.3 million dollars. On October 15, 2014, an
authorization request for Phase 1 funding in the amount of $45.4 million was approved by the Trustees
with a $5.9 million balance to be authorized. The approved amount included $3 million previously
approved for system studies, preliminary engineering, licensing and initial detailed engineering as well as
a contract award to ABB Inc. of Raleigh, NC, in the amount of $ 23.6 million to provide professional
engineering, procurement, testing and commissioning services for the Project.

DISCUSSION

The Project estimate has been revised to $58.9 million (an increase of $4.6 million) as a result of
developments during detailed engineering including:

e Authority payments for engineering, procurement and installation of complex relay
protection, telecommunication, control and integration upgrades among five utilities;
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e Remediation of access roads post completion of project;
e Security enhancements for NERC CIP V5 projects.

This request for Phase 2 funding includes the original ‘Balance to be Authorized’ $5.9 million plus
an additional $4.6 million to complete the Project, for a total of $10.5 million.

The net increase in capital expenditure requested is as follows:

Consultant Engineering Services $ 1,122,500

Procurement $ (1,100,000)
Construction/Installation $ 10,719,900
NYPA Direct/Indirect Expense $ (185,900)

TOTAL: $10,556,500

FISCAL INFORMATION

Payments associated with this Project will be made from the Authority’s Capital Fund.

RECOMMENDATION

The Senior Vice President — Operations Support Services and Chief Engineer, the Vice President
— Project Management, the Vice President — Engineering, the Vice President — Transmission, the Vice
President — Procurement, and the Project Manager recommend that the Trustees approve the additional
capital expenditures in the amount of $10.5 million for the Marcy-South Series Compensation Project and
an increase in the contract awarded to ABB, Inc. of Raleigh, NC from the previous amount of $23.6
million to $28.0 million.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That pursuant to the Authority’s
Expenditure Authorization Procedures, additional
capital expenditures in the amount of $10.5 million are
hereby authorized for the Marcy-South Series
Compensation Project (“Project”) as recommended in
the foregoing report of the President and Chief
Executive Officer;

Additional
Expenditure
Capital Authorization
Marcy-South Series
Compensation Project $10.5 million
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AND BE IT FURTHER RESOLVED, That pursuant
to the Guidelines for Procurement Contracts adopted by
the Authority, approval is hereby granted to authorize
the increase in the contract awarded to ABB, Inc. of
Raleigh, NC from the previous amount of $23.6 million to
$28.0 million to fund additional scope, materials,
installation, testing and commissioning services in
support of the Project, as recommended in the
foregoing report of the President and Chief Executive
Officer;

Additional
Contactor Contract Approval
ABB, Inc.
Raleigh, NC $4.4 million
(PO #4600002861)

AND BE IT FURTHER RESOLVED, That the
Authority, in accordance with Treasury Regulation
Section 1.150-2, hereby declares its official intent to
finance as follows: The Authority intends to reimburse
to the maximum extent permitted by law with the
process of tax-exempt obligation to be used by the
Authority all expenditure made and which may be made
in accordance with the Project described in the
foregoing report of the President and Chief Executive
Officer, with the maximum principal amount of
obligations to be used for such project expected to be
$58.9 million; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority, and the Vice Chairman of Procurement are,
and each of them hereby is, authorized on behalf of the
Authority to do any and all things and take any and all
actions and execute and deliver any and all agreements,
certificates and other documents to effectuate the
foregoing resolution, subject to the approval of the form
thereof by the Executive Vice President and General
Counsel.
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g. Real Estate

i. Emergency Energy Control Center —
Acquisition of Real Property

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to authorize the acquisition by purchase or eminent domain of certain
real property located at the former Griffiss Air Base in the City of Rome, County of Oneida, from the
Griffiss Land Development Corporation (‘GLDC’), as more particularly shown on the attached Exhibit ‘29 i-
A, for a sum not to exceed Sixty Thousand ($60,000.00) Dollars. The proposed acquisition comprises
approximately 1.6 acres of real property and will serve as the site of the new Emergency Energy Control
Center.

BACKGROUND

The Authority’s Expenditure Authorization Procedures governing real estate require the Trustees’
approval for the acquisition of a fee interest in real property where the fair market value exceeds $10,000.

Article 5, Title 1, 81007 of the Public Authorities Law allows for the acquisition of property when
the Authority finds it necessary or convenient for it to acquire any real property.

The property to be acquired will serve as the site for the planned relocated Emergency Energy
Control Center (‘(EECC’). NYPA's current EECC is located within the Marcy 765 kV switchyard,
approximately 900 feet from the Clark Energy Center (‘CEC’) building which houses the primary Energy
Control Center (‘ECC’). The Marcy 765 kV switchyard has been identified by the North American Electric
Reliability Corporation (‘NERC’) and the Electric Power Research Institute as a critical electric power
facility on the United States grid. The close proximity of the existing EECC and the ECC, however,
represent operational and security vulnerability.

Originally, the EECC was designed strictly as an emergency back-up for the main Control Room
located in the CEC building. Although the existing EECC independently replicates the functions
performed in the main control center, its close proximity to the primary ECC raises the possibility of
common failure due to the same catastrophic event. Physical and biological threats near the CEC could
render both control rooms unusable. The current EECC is extremely limited in space and is inadequate
for all support and administrative personnel. In addition, there is no space for a security console or CEC
Alternate Emergency Operations Center (‘EOC’) in the existing EECC.

NYPA's Internal Audit Report #1S001218 (DEC 2001) recommends that the ‘Transmission
Business Unit management should revisit the location of the EECC and also develop a Disaster Recovery
Plan that is coordinated with the Disaster Recovery Plans of Information Technology (‘IT’) and Power
Generation that maintain systems and infrastructure critical to the continuity of the Authority’s business.’

NERC'’s Reliability Readiness Evaluation Positive Observations/Recommendations (DEC 2007)
recommends: ‘review and implement, as appropriate, moving the back-up control center to another
location to enhance survivability and sustainability of operations.’

NERC standards require the transition period between the loss of primary control center

functionality and the time to fully implement the back-up functionality to be less than or equal to two
hours.
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DISCUSSION

Real Estate staff investigated multiple potential locations for the EECC facility and determined
that the property located on the former Griffiss Air Force Base best met the criteria established for the
facility site. The site is approximately thirty minutes from CEC and meets the aforementioned time
requirement. After initial negotiations with the GLDC, the parties agreed on a per-acre cost of $30,000.
Staff believes that this represents fair market value for the property. The subject parcel comprises
approximately 1.6 acres: the precise acreage will be established by a survey to be carried out upon the
Trustees’ approval of the acquisition and after final negotiation with GLDC.

Acquisition of the property is subject to completion of appropriate due diligence, including
verification of title and environmental testing.

FISCAL INFORMATION

Funds required for the property acquisition will come from the Authority’s Capital Fund.

RECOMMENDATION

The Vice President — Enterprise Shared Services and the Vice President — Transmission
recommend that the Trustees approve the acquisition, by purchase or eminent domain, of approximately
1.6 acres of real property located at the former Griffiss Air Base from the Griffiss Land Development
Corporation (‘GLDC’) for a sum not to exceed Sixty Thousand ($60,000.00) Dollars, for the new
Emergency Energy Control Center.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That pursuant to the Authority’s
Expenditure Authorization Procedures and the
provisions of Article 5, Title 1 of the Public Authorities
Law, the Authority hereby finds it necessary to acquire
by purchase or eminent domain the real property shown
on the map attached hereto as Exhibit “2g i-A,” for a
sum not to exceed Sixty Thousand ($60,000.00) Dollars,
and hereby finds and determines that such real property
is required for a public use and hereby determines that
such real property is reasonably necessary for the
pending Emergency Energy Control Center Project; and
be it further

RESOLVED, That in the opinion of the Authority
the acquisition of the real property shown on the map
attached hereto as Exhibit “2g i-A” is de minimis in
nature so that the public interest will not be prejudiced
by the acquisition of such real property without a public
hearing; and be it further

RESOLVED, That the Vice President — Enterprise
Shared Services, or designee, is hereby authorized to
execute any and all other agreements, papers or
instruments on behalf of the Authority that may be
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deemed necessary or desirable to carry out the
foregoing, subject to the approval by the Executive Vice
President and General Counsel; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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h. Annual Reports

i. 2015 Financial Reports Pursuant to
Section 2800 of the Public Authorities Law and
Regulations of the Office of the State Comptroller

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve the financial report for the year ended December 31,
2015 (Exhibit ‘2h i-A’) and authorize the Corporate Secretary to submit this report to the Governor,
legislative leaders, the State Comptroller and the Authorities Budget Office (‘ABO’) pursuant to Section
2800 of the Public Authorities Law, as amended by the Public Authorities Accountability Act of 2005
(‘PAAA). In accordance with regulations adopted by the Office of the State Comptroller (OSC’), the
Trustees are also requested to approve and authorize posting of a report of actual versus budgeted
results for the year 2015 (Exhibit ‘2h i-B’) on the Authority’s website.

BACKGROUND

The PAAA reflects the State’s commitment to maintaining public confidence in public authorities
by ensuring that the essential governance principles of accountability, transparency and integrity are
followed at all times. To facilitate these objectives, the PAAA established an independent ABO that
monitors and evaluates the compliance of State authorities with the requirements of the PAAA. The
PAAA amended Section 2800 of the Public Authorities Law to require that financial reports submitted
by a State authority under Section 2800 be certified by the chief executive officer and chief financial
officer and approved by the authority’s board.

Following rulemaking proceedings undertaken pursuant to the State Administrative Procedure
Act, OSC implemented regulations on March 29, 2006 that address the preparation of annual budgets
and related reporting requirements by ‘covered’ public authorities, including the Authority. These
regulations establish various procedural and substantive requirements relating to the budgets and
require the chief financial officer to report publicly not later than 90 days after the close of each fiscal
year on actual versus budgeted results.

DISCUSSION

The Trustees are requested to approve the required financial report for the year ended December
31, 2015 and authorize the Corporate Secretary to submit this report to the Governor, legislative leaders,
the State Comptroller and the ABO pursuant to Section 2800 of the Public Authorities Law. This report
was reviewed by the Audit Committee at its meeting of March 29, 2016. The Trustees are also
requested to approve a report of actual versus budgeted results for the year 2015 and authorize posting
it on the Authority’s website.

FISCAL INFORMATION

There is no anticipated fiscal impact.

RECOMMENDATION

The Vice President and Controller recommends that the Trustees approve and authorize
submittal of the financial report for the year ended December 31, 2015 and posting of a report of actual
versus budgeted results for the year 2015 on the Authority’s web site (Exhibits ‘2h i-A’ and ‘B’) as
discussed herein. The Audit Committee reviewed the financial report for the year ended December 31,
2015 at their meeting earlier today and is also recommending its approval.
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For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

WHEREAS, pursuant to Section 2800(1) of the
Public Authorities Law, the Authority is required to
annually submit to the Governor, the Chairman and
Ranking Minority Member of the Senate Finance
Committee, the Chairman and Ranking Minority Member
of the Assembly Ways and Means Committee, the State
Comptroller and the Authorities Budget Office, within 90
days after the end of its fiscal year, a complete and
detailed report or reports setting forth information
regarding, among other things, certain financial
information; and

WHEREAS, pursuant to Section 2800(3), financial
information submitted under Section 2800 shall be
approved by the Authority’s Board of Trustees and shall
be certified in writing by the Chief Executive Officer and
the Chief Financial Officer of the Authority that based on
the officer's knowledge the information provided therein
(a) is accurate, correct and does not contain any untrue
statement of material fact; (b) does not omit any material
fact which, if omitted, would cause the financial
statements to be misleading in light of the
circumstances under which such statements are made
and (c) fairly presents in all material respects the
financial condition and results of operations of the
Authority as of, and for, the periods presented in the
financial statements; and

WHEREAS, on the date hereof, the Chief
Executive Officer and Chief Financial Officer have so
certified as to the financial information contained within
the attached reports for the fiscal year ending December
31, 2015;

NOW THEREFORE BE IT RESOLVED, That
pursuant to Section 2800 of the Public Authorities Law,
the financial reports attached hereto are adopted and
the Corporate Secretary be, and hereby is, authorized to
submit to the Governor, the Chairman and Ranking
Minority Member of the Senate Finance Committee, the
Chairman and Ranking Minority Member of the
Assembly Ways and Means Committee, the State
Comptroller, and the Authorities Budget Office the
attached financial report for the year ending 2015 in
accordance with the foregoing report of the President
and Chief Executive Officer; and be it further
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RESOLVED, That pursuant to 2 NYCRR Part 203,
the attached report of actual vs. budgeted results for the
year 2015 is approved in accordance with the foregoing
report of the President and Chief Executive Officer; and
the Corporate Secretary is authorized to post the report
on the Authority’s website; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Executive Vice President and Chief Financial Officer and
all other officers of the Authority are, and each of them
hereby is, authorized on behalf of the Authority to do
any and all things and take any and all actions and
execute and deliver any and all agreements, certificates
and other documents to effectuate the foregoing
resolution, subject to the approval of the form thereof by
the Executive Vice President and General Counsel.
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i. Annual Review and Approval of Guidelines for the
Investment of Funds and 2015 Annual Report on
Investment of Authority Funds

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to review and approve the attached 2015 Annual Report on the
Investment of Authority Funds, which includes the Guidelines for the Investment of Funds (Exhibit ‘2h ii-
A).

BACKGROUND

Section 2925 of the Public Authorities Law requires the review and approval of an annual report
on investments. Pursuant to the statute, the attached report includes Investment Guidelines that set
standards for the management and control of the Authority’s investments; total investment income; a
statement of fees paid for investment management services; the results of an independent audit; a
detailed inventory report for each of the Authority’s investment portfolios as of December 31, 2015; and a
summary of transactions with brokers, dealers and banks. The approved annual report is filed with the
State Division of the Budget, with copies to the Office of the State Comptroller, the Senate Finance
Committee and the Assembly Ways and Means Committee. The report is also available to the public
upon written request.

DISCUSSION
1. Overview of 2015 Annual Report on Investment of Authority Funds

In 2015, the Authority’s investment portfolios, exclusive of the separately managed Other Post-
Employment Benefits Trust Fund and Nuclear Decommissioning Trust Fund, averaged $1.36 billion with a
December 31, 2015 cost of $1.404 billion and market value of $1.398 billion, representing a negative
mark-to-market of approximately $6 million. At year’s end, $1.378 billion in cash and investments was
held in the Authority’s Operating Fund with the remainder held in construction funds and restricted funds.
The Operating Fund was created by the Authority’'s General Resolution authorizing Revenue Obligations
adopted on February 24, 1998. A number of internal reserves have been established within the
Operating Fund, as follows (year-end balances noted in parentheses):

e Debt Service Reserve ($23 million) — The Debt Service Reserve is funded monthly to ensure that
sufficient amounts are available to pay debt service obligations when due. The Authority’s scheduled
principal and interest payments presently total approximately $120 - $140 million per year.

e Energy Hedging/Fuel Reserve ($50 million) — This Reserve was established to have funds available
for use as collateral that may be required to support the Authority’s authorized fuel and energy
hedging transactions and to maintain funds to match a federal obligation to pay for the processing
and final disposition of spent nuclear fuel burned by the Authority when it owned the Indian Point #3
and James A. FitzPatrick nuclear plants. On February 3, 2009, the Trustees approved the temporary
transfer to the State of New York (‘State’) of $215 million held in this Reserve for the spent fuel
obligation to assist with the State’s budgetary deficits. The temporary asset transfer was completed
on February 25, 2009 and, in accordance with the terms and conditions of an Memorandum of
Understanding between the NYS Director of the Division of Budget and the Authority, is due to be
returned to the Authority no later than September 30, 2017. The December 31, 2015 spent fuel
obligation was $217 million.

e Capital Project Reserve ($861 million) — This amount is being set aside to partially fund major new
investments in energy infrastructure by the Authority. In order to minimize customer costs, maintain
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the Authority’s financial metrics and maintain ready access to the capital markets, it has been
determined that the major investments should be financed with a portion funded by debt and a portion
funded by Authority cash or, in effect, its ‘equity.” This Reserve has been established to provide this
equity. On February 3, 2009, the Trustees approved a temporary transfer of $103 million from the
Capital Project Reserve to the State to assist with the State’s budgetary deficits and reaffirmed the
transfer on July 28, 2009. The temporary asset transfer was completed in September 2009, and in
accordance with the terms and conditions of an amended Memorandum of Understanding between
the NYS Director of the Division of Budget and the Authority, is scheduled to be returned to the
Authority in five annual installments beginning in 2014. The first of these installments of $18 million
was received on October 1, 2014, with the second installment of $21 million received on September
17, 2015. On January 28, 2014, the Authority’s Trustees approved the dedication of $800 million
presently held in the Capital Project Reserve to meet a portion of the costs of major renewals,
replacements, repairs, additions, betterments and other investments associated with the Authority’s
strategic initiatives, capital plan and energy efficiency investments.

Western New York Economic Development Fund ($29 million) — On March 30, 2012, Governor
Cuomo signed into law the Western New York Power Proceeds Allocation Act (the ‘Act’), which
authorizes net earnings from the sale of unallocated Expansion Power and Replacement Power from
the Authority’s Niagara power project, as deemed feasible and advisable by the Trustees, to be
deposited into the Western New York Economic Development Fund (WNYEDF’). The net earnings
deposited into the WNYEDF will be utilized to fund economic development projects by private
businesses, including not-for-profits, which are physically located within New York State and within a
thirty-mile radius of the Niagara power project.

Northern New York Economic Development Fund ($1 million) — On December 30, 2014, Governor
Cuomo signed into law the Northern New York Power Proceeds Allocation Act, which authorizes net
earnings from the sale of up to 20 MW of unallocated firm St. Lawrence County Economic
Development Power from the Authority’s St. Lawrence-FDR power project, as deemed feasible and
advisable by the Trustees, to be deposited into the Northern New York Economic Development Fund
(‘NNYEDF’). The net earnings deposited into the NNYEDF will be utilized to fund economic
development projects and businesses in St. Lawrence County. After five years, only up to 10 MW of
unallocated power will be monetized for economic development.

Operating Reserve ($413 million) — The Operating Reserve includes a reserve for working capital and
emergency repairs to the Authority’s projects. The Authority’s Trustees have established a minimum
reserve amount of $175 million for this purpose and funds cannot be released for ‘any lawful
corporate purpose’ (pursuant to Section 503(1)(e) of the Bond Resolution) unless this minimum
reserve level is satisfied. The December 31, 2015 Operating Reserve of $413 million reflects this
$175 million minimum, plus the amount staff deems prudent to provide for uncertainties in cash flows
and commitments related to certain statewide economic development programs.

In addition to the Operating Fund, as of December 31, 2015, the Authority separately held a total

of $58 million in cash and investments from the proceeds of bond and note issuances in its Note Debt
Reserve and Construction portfolios. These funds are earmarked for construction projects currently
under way, such as the St. Lawrence Life Extension and Modernization Project and improvements
pursuant to the Niagara Relicensing Settlement Agreements.

The Authority’s portfolios earned approximately $18 million in investment income in 2015,

approximately the same investment income earned in 2014. The continuing low interest rate environment
limited the reinvestment of maturing securities to similarly low yielding instruments. In 2015, the
Authority’s portfolios had an average yield of 1.27%.

As of December 31, 2015, the portfolio was comprised of United States treasury securities

(7.5%), government-sponsored agency securities (84.2%), municipal securities (4.4%), mortgages
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guaranteed by the U.S. government (0.1%) and certificates of deposit and repurchase agreements
(3.8%).

Other Post-Employment Benefits Trust ($483 million)

The Authority’s Other Post-Employment Benefits Trust (‘OPEB Trust’) was established in 2007 as
authorized by the Authority’s Trustees at their December 19, 2006 meeting to provide for medical,
prescription drug, life and other long-term care benefits offered by the Authority for retirees and eligible
beneficiaries. The OPEB Trust allows for investments in a diversified portfolio of assets, including
domestic and international equity securities, domestic and international fixed-income securities, public
Real Estate Investment Trusts and a U.S. Treasury Money Market fund. During 2007 and 2008, the
Authority deposited a total of $225 million into the OPEB Trust to partially fund its actuarial accrued
liability. On October 25, 2011, the Authority’s Trustees approved on-going annual funding of the OPEB
Trust in order to strengthen the Authority’s financial position. Contributions totaling $114.7 million, which
represented the net obligation for the years 2009 through 2015, were made to the OPEB Trust in
accordance with the Trustees authorization. The accrued asset as of December 31, 2015 was estimated
to be $73 million.

As of December 31, 2015, the OPEB Trust's market value was approximately $483 million,
representing an annualized return of 0.74% for 2015. The return performance was attributable to positive
returns in domestic equities, largely offset by negative international equity returns. Real estate and fixed
income asset class performance were relatively unchanged in 2015.

Investment management and advisory fees associated with the OPEB Trust Fund totaled
$1,386,730 in 2015 and were paid from such Trust Fund. These fees and the firms paid are detailed in
Section Il (B) of the attached report.

Nuclear Decommissioning Trust ($1.43 billion)

On November 21, 2000, the Authority completed the sale of its Indian Point #3 and James A.
FitzPatrick nuclear plants to two subsidiaries of Entergy Corporation pursuant to a purchase-and-sale
agreement dated March 28, 2000. In accordance with the Decommissioning Agreements, the Authority
retains contractual decommissioning liability until license expiration, a change in the tax status of the fund
or any early dismantlement of the plants, at which time the Authority will have the option to terminate its
decommissioning responsibility and transfer the plant’s fund to the Entergy subsidiary owning the plant.
At that time, the Authority will be entitled to be paid an amount equal to the excess of the amount in the
fund over the Inflation Adjusted Cost Amount (a fixed estimated decommissioning cost amount adjusted
in accordance with the effect of increases and decreases in the U.S. Nuclear Regulatory Commission
minimum cost-estimate amounts applicable to the plant), if any. The Authority’s decommissioning liability
is limited to the lesser of the Inflation Adjusted Cost Amount or the amount of the plant’s fund,
guaranteeing that no additional cost burdens may be placed on the Authority.

As of December 31, 2015, the Nuclear Decommissioning Trust's (‘NDT’) market value was
approximately $1.43 billion, representing an annualized return of 1.2% for 2015. The return performance
was attributable to slightly positive returns in both the domestic equity and core fixed income asset
classes in 2015.

Investment management and advisory fees associated with the Nuclear Decommissioning Trust
Fund totaled $1,562,501 in 2015 and were paid from such Trust Fund. These fees and the firms paid are
detailed in Section Il (C) of the attached report.

In connection with its examination of the Authority’s financial statements, KPMG LLP (‘(KPMG’)
performed tests of the Authority’s compliance with certain provisions of the Investment Guidelines, the
State Comptroller’'s Investment Guidelines and Section 2925 of the Public Authorities Law. Based on
discussions with KPMG, staff is of the opinion that KPMG'’s written report, which will be delivered upon
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approval of the financial statements by the Board, will state that the Authority complied, in all material
respects, with the requirements during the year ended December 31, 2015. Consequently, staff believes
the Authority is in compliance with the Investment Guidelines, the State Comptroller’'s Investment
Guidelines and Section 2925 of the Public Authorities Law.

2. Investment Guidelines

The Investment Guidelines and procedures have not been amended since last presented to and
approved by the Trustees at their meeting of March 26, 2015. The Guidelines remain fundamentally
sound and meet the requirements of the Authority. Furthermore, these Guidelines continue to meet the
requirements of Section 2824(1)(e) of the Public Authorities Law, which requires the Authority’s Trustees
to establish written policies and procedures with respect to investments.

RECOMMENDATION

The Treasurer recommends that the Trustees approve the attached 2015 Annual Report on
Investment of Authority Funds, and the amendment to the Guidelines for the Investment of Funds.

For the reasons stated, | recommend the approval of the above requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That pursuant to Section 2925 of the
Public Authorities Law, the 2015 Annual Report on
Investment of Authority Funds which includes
Investment Guidelines that set standards for the
management and control of the Authority’s investments;
total investment income; a statement of fees paid for
investment management services; the results of an
independent audit; a detailed inventory report for each
of the Authority’s investment portfolios as of December
31, 2015; and a summary of transactions with brokers,
dealers and banks be, and hereby is, approved; and be it
further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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iii. Annual Review and Approval of Guidelines and
Procedures for the Disposal of Real Property,
Guidelines and Procedures for the Acquisition of
Real Property, Annual Reports for the Disposal
and Acquisition of Real Property, and Revisions
to Expenditure Authorization Procedures

The President and Chief Executive Officer submitted the following report:

“SUMMARY

The Trustees are requested to review and approve the following, which comply with the
requirements of the Public Authorities Accountability Act of 2005 (‘PAAA’) as amended by the Public
Authorities Reform Act, Chapter 506 of the Laws of 2009: (1) 2016 Guidelines and Procedures for the
Disposal of Real Property (‘Real Property Disposal Guidelines’) for transfers of land or interests in land;
and (2) 2016 Guidelines and Procedures for the Acquisition of Real Property (‘Real Property Acquisition
Guidelines’).

The Guidelines are set forth in Exhibits ‘2h iii-A’ and ‘2h iii-B,’ respectively, attached hereto. In
addition, the Trustees are also requested to review and approve the 2015 Annual Report of the Disposal
of Real Property set forth in Exhibit ‘2h iii-C,” and the 2015 Annual Report of the Acquisition of Real
Property set forth in Exhibit ‘2h iii-C-1’, attached hereto, and the revised Real Estate Expenditure
Authorization Procedures (‘EAP’s’), Exhibit ‘2h iii-D.’

BACKGROUND

On January 13, 2006, the PAAA was enacted to codify model governance principles for New York
State’s public authorities to further accountability and transparency. The PAAA was subsequently
amended by the Public Authorities Reform Act (Chapter 506 of the Laws of 2009) which Governor
Paterson signed into law on December 11, 2009. Among its provisions, the PAAA established rules for
the disposal and acquisition of real property owned by public authorities. In addition to requiring each
authority to draft and annually review and approve guidelines consistent with the legislation, each
authority must also prepare an annual report of all real property of such authority having an estimated fair
market value in excess of fifteen thousand dollars that the authority acquires or disposes of during such
period. The report shall contain the price received or paid by the authority and the name of the purchaser
or seller for all such property sold or bought by the authority during such period.

DISCUSSION

The 2015 Real Property Disposal Guidelines and the 2015 Real Property Acquisition Guidelines
set forth the methodology detailing the Authority’s policy regarding the use, award, monitoring and
reporting of contracts for the disposal and acquisition of real property and designating a Contracting
Officer responsible for the Authority’s compliance with, and enforcement of, such Guidelines. At their
meeting of March 26, 2015, the Trustees reviewed and approved the Authority’s 2015 Real Property
Disposal Guidelines and Real Property Acquisition Guidelines. The only substantive change to the 2016
Guidelines is the addition of language referencing Section 2897-a of the Public Authorities Law, which
requires that certain contracts exceeding $1,000,000 in value be submitted to the Office of the State
Controller for prior review or filing. In addition, the calendar year has been changed, and the Vice
President- Enterprise Support Services is named as the Authority’s contracting officer in place of the Vice
President-Procurement due to recent staff reorganization.

The Real Property Disposal Report lists the real property disposal transactions conducted during
the reporting period having an estimated fair market value in excess of $15,000, including a description of
the property, the purchaser’'s name and the price received by the Authority, as required by New York
Public Authorities Law §82800. The Real Property Acquisition Report lists the real property acquisition
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transactions conducted during the reporting period having an estimated fair market value in excess of
$15,000, including a description of the property, the seller's name and the price received by the Authority,
as required by New York Public Authorities Law §2800. During this reporting period there was one (1)
acquisition of real property with an estimated fair market value in excess of $15,000.00. During this
reporting period there were three (3) disposals of real property with a combined estimated fair market
value in excess of $15,000.00.

The Acquisition and Disposal reports were among those reviewed and approved by the
Authority’s Governance Committee at their meeting of March 29, 2016. The Trustees are now requested
to review and approve the Authority’s 2015 Annual Report of the Disposal of Real Property and the
Authority’s 2015 Annual Report of the Acquisition of Real Property.

The 2016 Real Property Disposal Guidelines and the 2016 Real Property Acquisition Guidelines,
if approved, will be posted on the Authority’s internet website. On or before the 31st day of March, the
Real Property Disposal Guidelines, the Real Property Acquisition Guidelines and the corresponding 2015
Annual Reports, as reviewed and approved by the Trustees, will be filed with the State Comptroller, the
Director of the Budget, the Commissioner of General Services, the State Legislature and the Authorities
Budget Office. The 2015 Annual Reports will also be posted on the Authority’s internet website.

The Expenditure Authorization Procedures for Claims Settlement and Payment for Real Estate
(Exhibit ‘2h iii-D") have been amended as part of an ongoing effort to more accurately reflect the manner
in which Authority real property is acquired and disposed of and to streamline and clarify the authorization
process. These changes are to resolve potential ambiguities and do not affect monetary authorization
levels.

The procedures have been revised to clarify that authorization limits for leases, permits, licenses
and operating agreements are based on annual, not cumulative, values or payments. Also, operating
agreements are now specifically included and carry the same authorization limits as permits. Additional
titte changes have been made to reflect recent staff reorganization.

FISCAL INFORMATION

There will be no financial impact on the Authority.

RECOMMENDATION

The Vice President — Enterprise Shared Services recommends that the Trustees approve the
amended Guidelines and Procedures for the Disposal of Real Property, the amended Guidelines and
Procedures for the Acquisition of Real Property, the 2015 Annual Report of the Disposal of Real Property
and the 2015 Annual Report of the Acquisition of Real Property and the amended Expenditure
Authorization Procedures as set forth in the attached Exhibits.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That pursuant to the provisions of
the Public Authorities Accountability Act of 2005, as
amended by the Public Authorities Reform Act, Chapter
506 of the Laws of 2009, the Authority hereby reviews
and approves the 2016 Guidelines and Procedures for
the Disposal of Real Property and the 2016 Guidelines
and Procedures for the Acquisition of Real Property as
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set forth in Exhibits “2h iii-A” and “2h iii-B,”
respectively, attached hereto; and be it further

RESOLVED, That pursuant to the provisions of
the Public Authorities Accountability Act of 2005, as
amended by the Public Authorities Reform Act, Chapter
506 of the Laws of 2009, the Authority hereby reviews
and approves the 2015 Annual Report for the Disposal
of Real Property and the 2015 Annual Report of the
Acquisition of Real Property as set forth in Exhibits “2h
iii-C” and “2h iii-C-1,” respectively, attached hereto; and
be it further

RESOLVED, That the Authority hereby reviews
and approves the revised Expenditure Authorization
Procedures for Claims Settlement and Payment for Real
Estate as set forth in Exhibit “2h iii-D” attached hereto;
and be it further

RESOLVED, That Authority staff may take any
and all steps necessary or convenient to implement
such Guidelines and Expenditure Authorization
Procedures; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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iv. Annual Review and Approval of Guidelines for and
Annual Report of the Disposal of Personal Property

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to review and approve the Guidelines for the Disposal of Authority
Personal Property (‘Personal Property Guidelines’), which address the disposal of Authority-owned
materials, tools, equipment and vehicles, in compliance with Public Authorities Law § 2896. The Personal
Property Guidelines are attached hereto as Exhibit ‘2h iv-A.” The Trustees are also requested to review
and approve the 2015 Annual Report of the Disposal of Personal Property over $5,000, attached hereto
as Exhibit ‘2h iv-A-1.

BACKGROUND

On January 13, 2006, the Public Authorities Accountability Act of 2005 (‘PAAA’) was enacted to
codify model governance principles for New York State’s public authorities to further accountability and
transparency. Among its provisions, the PAAA, and as later amended by the Public Authorities Reform
Act of 2009, established requirements for the disposal of public authority personal property. The law also
required each authority to draft guidelines consistent with the legislation dealing with these issues, to
review and approve such guidelines annually and to prepare an annual report of the disposal of personal
property (including the full description, name of the purchaser and price received for all such property
disposed of by the authority during such period). Such Guidelines were initially approved by the Trustees
at their meeting of March 28, 2006 and have been amended as deemed advisable and necessary, and
reviewed and approved annually since that date, most recently on March 26, 2015.

DISCUSSION

The Personal Property Guidelines set forth the methodology detailing the Authority’s policy
regarding the use, award, monitoring and reporting of the disposal of personal property and designate a
Contracting Officer responsible for the Authority’s compliance with, and enforcement of, such Guidelines.

Staff has reviewed the Personal Property Guidelines and recommends several substantive
changes. These changes are set forth in the redlined copy attached hereto as Exhibit ‘2h iv-A” and are
proposed to improve internal controls with respect to personal property disposals based on staff’s review
and recommendations in conjunction with the ongoing Office of the State Comptroller Management Audit.

Upon annual review and approval by the Trustees, the Guidelines and corresponding Annual
Report will be filed on or before the 31st day of March with the State Comptroller, the Director of the
Division of the Budget, the Commissioner of General Services, the State Legislature and the Authorities
Budget Office and posted on the Authority’s internet website, in compliance with applicable law and the
Guidelines.

FISCAL INFORMATION

There will be no financial impact on the Authority.

RECOMMENDATION

The Executive Vice President and Chief Financial Officer and the Vice President — Procurement
recommend that the Trustees approve the Guidelines for the Disposal of Authority Personal Property for
the disposition of Authority-owned materials, tools, equipment and vehicles, and the corresponding 2015
Annual Report of the Disposal of Personal Property over $5,000, as set forth in Exhibits ‘2h iv-A’ and ‘2h
iv-A-1,” respectively.

76



March 29, 2016

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That pursuant to the provisions of
the Public Authorities Law, the Authority hereby reviews
and approves the Guidelines for the Disposal of
Authority Personal Property, as set forth in Exhibit “2h
iv-A,” and attached hereto; and be it further

RESOLVED, That pursuant to the provisions of
the Public Authorities Law, the Authority hereby reviews
and approves the 2015 Annual Report of the Disposal of
Personal Property over $5,000, as set forth in Exhibit
“2h iv-A-1," and attached hereto; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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v. Annual Report of Procurement Contracts,
Guidelines for Procurement Contracts and Annual
Review of Open Procurement Service Contracts

The President and Chief Executive Officer submitted the following report:

“SUMMARY

The Trustees are requested to approve the 2015 Annual Report of Procurement Contracts
(‘Annual Report’) (Exhibit ‘2h v-A-3’) and the Guidelines for Procurement Contracts (‘Guidelines’) (Exhibit
‘2h v-A-2’) and to review open service contracts exceeding one year that were active in 2015 as detailed
in the Annual Report (Exhibit ‘2h v-A-3’). An Executive Summary is set forth in Exhibit ‘2h v-A-1.’

BACKGROUND

Section 2879 of the Public Authorities Law (‘PAL’) governs the administration and award of
procurement contracts equal to or greater than $5,000. Section 2879 of the PAL requires public
authorities to adopt comprehensive guidelines detailing their operative policy and instructions concerning
the use, awarding, monitoring and reporting of procurement contracts. The Authority’s Guidelines were
adopted by the Trustees at their meeting of October 31, 1989 and were implemented as of January 1,
1990. The Guidelines have been amended as deemed advisable and necessary, and reviewed and
approved annually by the Board since that date, most recently on March 26, 2015.

Section 2879 of the PAL also requires authorities to review and approve such guidelines annually
and to file a report regarding procurement contracts with the Director of the Division of the Budget, the
Department of Audit and Control, the Department of Economic Development, the Senate Finance
Committee, the Assembly Ways and Means Committee and the Authorities Budget Office. The Annual
Report must include a copy of the Authority’s current Guidelines, details concerning any changes to the
Guidelines during the year and particular information concerning procurement contracts. For each
procurement contract included in the report, the following information must be identified:

[A] listing of all procurement contracts entered into [by the Authority], all contracts entered into
with New York State business enterprises and the subject matter and value thereof, all contracts
entered into with certified minority or women-owned business enterprises and the subject matter
and value thereof, all referrals made and all penalties imposed pursuant to section three hundred
sixteen of the executive law, all contracts entered into with foreign business enterprises, and the
subject matter and value thereof, the selection process used to select such contractors, all
procurement contracts which were exempt from the publication requirements of article four-C of
the economic development law, the basis for any such exemption and the status of existing
procurement contracts.

Lastly, 8 2879 of the PAL requires an annual review by the Trustees of open service contracts
exceeding one year, which are also included in the Annual Report.

DISCUSSION

The 2015 Annual Report is attached for the Trustees’ review and approval (Exhibit ‘2h v-A-3’).
The Annual Report reflects activity for all procurement contracts equal to or greater than $5,000, as
identified by the Authority’s SAP Enterprise Resource Planning (‘ERP’) system, that were open, closed or
awarded in 2015, including contracts that were extended into 2016 or beyond. In addition, fossil fuels
transactions reported by the Fuel Planning and Operations group and financial-related services reported
by Corporate Finance (of the Wholesale Commercial Operations and Business Services Business Units,
respectively), are included in the Annual Report of Procurement Contracts. All additional information
required by the statute is also included. The Trustees are requested to approve the attached Annual
Report pursuant to § 2879 of the PAL prior to submittal thereof to the Director of the Division of the
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Budget, the Department of Audit and Control, the Department of Economic Development, the Senate
Finance Committee, the Assembly Ways and Means Committee and the Authorities Budget Office.

A copy of the Guidelines effective March 31, 2016 (Exhibit ‘2h v-A-2") is attached to the Annual
Report. These Guidelines are amended in accordance with Articles 15-A and 17-B of the Executive Law
and also with certain provisions of State Finance Law § 163, and as further set forth in Exhibit ‘2h v-A-1.

The Guidelines generally describe the Authority’s process for soliciting proposals and awarding
contracts. Topics detailed in the Guidelines include solicitation requirements, evaluation criteria, contract
award process, contract provisions, change orders, Minority- and Women-owned Business Enterprise
(‘MWBE’) requirements, employment of former officers and reporting requirements.

FISCAL INFORMATION

There will be no financial impact on the Authority.

RECOMMENDATION

The Executive Vice President and Chief Financial Officer and the Vice President — Procurement
recommend that the Trustees approve the 2015 Annual Report of Procurement Contracts, the Guidelines
for Procurement Contracts and the review of open service contracts as attached hereto in Exhibits ‘2h v-
A-1' through 2h v-A-3.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That pursuant to Section 2879 of the
Public Authorities Law and the Authority’s Procurement
Guidelines, the Annual Report of Procurement
Contracts, as listed in Exhibit “2h v-A-3,” and the
Guidelines for the use, awarding, monitoring and
reporting of Procurement Contracts (Exhibit “2h v-A-2"),
as amended and attached hereto, be, and hereby are,
approved; and be it further

RESOLVED, That the open service contracts
exceeding one year be, and hereby are, reviewed and
approved; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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vi. Annual Review and Approval of Certain Authority Policies

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve certain Authority policies as required by Section 2824 of
the Public Authorities Law and Section 2 of Article 1l of the Authority’s By-laws.

The Trustees are also requested to delegate to the President and Chief Executive Officer the
authority to modify these policies, as necessary, except in the event that any powers, duties or obligations
of the Trustees would be affected by such modification.

BACKGROUND AND DISCUSSION

Section 2824 of the Public Authorities Law requires the Authority’s Trustees to, among other
things, establish policies regarding the payment of salary, compensation and reimbursements to, and
establish rules for the time and attendance of, the chief executive and senior management; and Section 2
of the Authority’s By-laws requires the Authority’s Trustees to review and approve annually the policies
and procedures governing: (i) the salary, (ii) compensation, (iii) benefits and (iv) time and attendance of
the chief executive and senior management.

The Authority’s policies relating to salary, compensation, benefits and time and attendance of its
employees, inclusive of the chief executive and all senior management, are attached as Exhibits ‘2h vi-A’
through ‘2h vi-N’ and respectively entitled:

Recruitment and Job Posting (EP 1.2); last revised 5/21/2015;

Transfer or Re-Employment in Public Service (EP 1.9), last revised 10/27/2015;
Salary Administration Policy (EP 2.1); last revised 7/07/2015;

Salaried Non-Exempt and Facility-Based Exempt Overtime (EP 2.4), last revised 6/17/14;
Employee Benefits Eligibility (EP 3.1), last revised 10/19/2015;

Vacation (EP 3.2), last revised 4/10/2015;

FMLA (EP 3.3), last revised 3/28/16;

Leaves of Absence (EP 3.4), last revised 7/29/13;

Educational Assistance Program (EP 3.6), last revised 12/18/12;

Relocation Benefits for New and Transferred Employees (EP 3.8); last revised 1/1/10;
Sick Time (EP 3.9), last revised 3/28/16;

Attendance & Flexible Hours (EP 4.6), last revised 3/01/14;

Reimbursement of Employee Meal Costs (CP 1.5), last revised 3/31/12;

Travel (CP2-1); last revised 11/30/2015.

ZIrACTIONIMUOW>

RECOMMENDATION

It is recommended that the Trustees approve the Authority’s policies related to salary,
compensation, benefits and time and attendance, which are applicable to all Authority employees,
including the chief executive and senior management. It is further recommended that the Trustees
delegate to the President and Chief Executive Officer the authority to modify these policies, as necessary,
except in the event that any powers, duties or obligations of the Trustees would be affected by such
modification.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”
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The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That pursuant to Section 2824 of the
Public Authorities Law and Section 2 of Article Il of the
Authority’s By-laws, the below-listed policies of the
Authority relating to salary, compensation, benefits and
time and attendance of its employees, including the
chief executive and senior management, are hereby
approved:

A. Recruitment and Job Posting (EP 1.2); last
revised 5/21/2015;

B. Transfer or Re-Employment in Public Service
(EP 1.9), last revised 10/27/2015;

C. Salary Administration Policy (EP 2.1); last
revised 7/07/2015;

D. Salaried Non-Exempt and Facility-Based
Exempt Overtime (EP 2.4), last revised 6/17/14;

E. Employee Benefits Eligibility (EP 3.1), last
revised 10/19/2015;

F. Vacation (EP 3.2), last revised 4/10/2015;
G. FMLA (EP 3.3), last revised 1/10/14;
H. Leaves of Absence (EP 3.4), last revised 7/29/13;

I. Educational Assistance Program (EP 3.6), last
revised 12/18/12;

J. Relocation Benefits for New and Transferred
Employees (EP 3.8); last revised 1/1/10;

K. Sick Time (EP 3.9), last revised 4/10/2015;

L. Attendance & Flexible Hours (EP 4.6), last
revised 3/01/14;

M. Reimbursement of Employee Meal Costs
(CP 1.5), last revised 3/31/12;

N. Travel (CP2-1); last revised 11/30/2015.

AND BE IT FURTHER RESOLVED, That the
President and Chief Executive Officer is authorized to
modify the foregoing policies, as necessary, except in
the event that any powers, duties or obligations of the
Trustees would be affected by such modification; and
be it further
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RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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vii. Annual Report on New York Power Authority’s
2016 Strategic Plan

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are presented with the Authority’s proposed 2016 Strategic Plan for adoption, as
set forth in Exhibit ‘2h vii-A’ attached hereto.

BACKGROUND

The Authority’s By-Laws state that ‘the Trustees shall annually review a Strategic Plan developed
by the Executive Management Committee, under the supervision of the Strategic Planning and Energy
Policy Committee, which shall become the basis for the development of departmental plans, the annual
budget and the capital expenditure plan’ (By-Laws, Article VII — Fiscal Management , Section 2 —
Strategic Plan). In addition, Public Authorities Law § 2824-a requires state authorities to develop and
adopt a mission statement.

The Authority has, for many years, annually reviewed and updated, as necessary, its mission
statement and strategic plan. In late 2013, the Authority drafted a new strategic plan containing a revised
mission statement to advance alignment with the changing needs of its customers and to support the
future energy structure of New York.

DISCUSSION

In 2013, Authority staff undertook an examination of its corporate strategy in the context of a
rapidly changing energy environment. This effort mainly consisted of three phases, each lasting several
months.

e In mid-2013, Authority staff met with external stakeholders representing customers, energy leaders,
government officials, financial organizations, universities, and others to discuss customer
requirements, key trends and opportunities in the energy industry.

e Inlate 2013, a thirty-two member strategy team convened several times to discuss how the Authority
could proceed, boldly and innovatively, as the energy industry continues its evolution from a
traditional, centralized model to a more innovative, customer-centric model. Three key drivers
emerged from the team'’s research: (1) customer value, (2) stewardship for the future, and (3)
flexibility of infrastructure and organizations.

e In 2014, a comprehensive business plan was constructed for six strategic initiatives outlining the
business case and implementation plan for each.

¢ New mission and vision statements for the Authority, drafted by the strategy team, were approved by
the Trustees in March 2014.

e In April 2015, a group of 40 senior employees from across the Authority, met to re-evaluate the
strategic plan, mission, vision, goals and initiatives in light of changes to its business environment.

The 2016 Mission Statement and Strategic Plan (Exhibit ‘2h vii-A’) contains no substantive

changes from the strategic vision defined in 2014 and continues to serve to inspire and provide direction
as the Authority embraces an evolving energy industry in New York State.
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RECOMMENDATION

The Executive Vice President and Chief Financial Officer recommends that the Trustees adopt
the 2016 Strategic Plan presented herein.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the Trustees hereby
acknowledge that they have read, understand and adopt
the Authority’s 2014 Strategic Plan, attached hereto as
Exhibit “2h vii-A,” as discussed in the foregoing report
of the President and Chief Executive Officer; and be it
further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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viii. 2015 Annual Board of Directors Evaluation Pursuant
to Sections 2800 and 2824 of the Public Authorities
Law and Guidance of the Authorities Budget Office

The Chair of the Governance Committee submitted the following report:

“SUMMARY

The Trustees are requested to approve the annual Board of Directors evaluation for 2015 and
authorize the Corporate Secretary to submit this report to the Governor, legislative leaders, the State
Comptroller and the Authorities Budget Office (‘ABQ’) pursuant to Section 2800 of the Public Authorities
Law, as amended by the Public Authorities Accountability Act of 2005 (‘PAAA’), within 90 days of the
close of the Authority’s fiscal year.

BACKGROUND

The 2009 Public Authorities Reform Act requires that the board of every state and local public
authority conduct an annual evaluation of its performance. Board member comments are protected
from disclosure under Article 6 of the Public Officers Law, but the results of the assessment are to be
provided to the ABO.

To the extent that the results of this evaluation demonstrate the need for the board to improve its
performance, amend its practices or procedures, or clarify its expectations of board members, the
board is expected to implement suitable corrective actions immediately.

DISCUSSION

The Trustees are requested to approve the 2015 Annual Board Evaluation (Exhibit ‘2h viii-A”) and
authorize the Corporate Secretary to submit this report to the Governor, legislative leaders, the State
Comptroller and the Authorities Budget Office (‘ABQ’) pursuant to Section 2800 of the Public Authorities
Law, as amended by the Public Authorities Accountability Act of 2005 (‘PAAA), within 90 days of the
close of the Authority’s fiscal year. This report was reviewed by the Governance Committee at its
meeting of March 26, 2015. The Trustees are also requested to approve the summary of the 2014
evaluation and authorize the Corporate Secretary to submit this evaluation summary to the Governor,
legislative leaders, the State Comptroller and the Authorities Budget Office (fABO’) pursuant to Section
2800 of the Public Authorities Law, as amended by the Public Authorities Accountability Act of 2005
(‘PAAA), within 90 days of the close of the Authority’s fiscal year.

FISCAL INFORMATION

There is no anticipated fiscal impact.

RECOMMENDATION

The Governance Committee recommends that the Trustees approve and authorize submittal of
the attached 2015 evaluation summary (Exhibit ‘2h viii-A’) as discussed herein.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”
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The following resolution, as submitted by the Chair of the Governance Committee, was
unanimously adopted.

WHEREAS, pursuant to Sections 2800(1)(a)(15)
and 2800(2)(a)(15) and Section 2824(7) of the Public
Authorities Law and Guidance of the Authorities Budget
Office, the Authority is required to annually submit the
Board of Directors Evaluation to the Governor, the
Chairman and Ranking Minority Member of the Senate
Finance Committee, the Chairman and Ranking Minority
Member of the Assembly Ways and Means Committee,
the State Comptroller and the Authorities Budget Office,
within 90 days after the end of its fiscal year;

NOW THEREFORE BE IT RESOLVED, That
pursuant to Sections 2800(1)(a)(15) and 2800(2)(a)(15)
and Section 2824(7) of the Public Authorities Law and
Guidance of the Authorities Budge Office, the 2015
Annual Board Member Evaluation Summary is hereby
adopted and the Corporate Secretary is hereby
authorized to submit to the Governor, the Chairman and
Ranking Minority Member of the Senate Finance
Committee, the Chairman and Ranking Minority Member
of the Assembly Ways and Means Committee, the State
Comptroller, and the Authorities Budget Office the
attached 2015 Board Evaluation Summary; and be it
further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer, the Executive Vice President
and Chief Financial Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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i. Finance

i. Release of Funds in Support of the Western
New York Power Proceeds Allocation Act

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve the release of up to $2 million in funds into the Western
New York Economic Development Fund (‘WNYEDF’) representing the net earnings from unallocated
Expansion Power and Replacement Power sold into the wholesale energy market for the period January
1, 2016 through December 31, 2016 as set forth in Chapter 58 of the Laws of 2012.

BACKGROUND

On March 30, 2012, Governor Cuomo signed into law the Western New York Power Proceeds
Allocation Act (the ‘Act’) which authorizes the Authority, as deemed feasible and advisable by the
Trustees, to deposit into the WNYEDF net earnings from the sale of unallocated Expansion Power and
Replacement Power from the Authority’s Niagara power project. The Act repealed Chapter 436 of the
Laws of 2010, which had amended the Public Authorities Law and the Economic Development Law, to
create a somewhat similar program authorizing unallocated Expansion Power and Replacement Power to
be utilized for WNYEDF benefits.

The effective date for calculating the net earnings is August 30, 2010, the original effective date of
Chapter 436 of the Laws of 2010. Net earnings are defined as ‘the aggregate excess of revenues
received by the power authority of the state of New York from the sale of expansion and replacement
power and energy produced at the Niagara project that was sold in the wholesale energy market over
what revenues would have been received had such energy been sold on a firm basis to an eligible
expansion power or replacement power customer under the applicable tariff or contract.’

The net earnings deposited into the WNYEDF will be utilized to fund economic development
projects (‘eligible projects’) by private businesses, including not-for-profits, which are physically located
within New York State and within a thirty-mile radius of the Niagara power project. Eligible projects are to
support the growth of business in the state and thereby lead to increased tax revenues and job creation
or retention. Eligible projects may include capital investment in buildings, equipment and associated
infrastructure; research and development that benefits New York State; support for tourism and marketing
and advertising for Western New York State tourism and business; and energy related projects as
authorized under §1005(17) of Public Authorities Law.

The Act also established the Western New York Power Proceeds Allocation Board (‘Allocation
Board’) which consists of five members appointed by the Governor. The Allocation Board's
responsibilities include establishing written procedures for reviewing applications and making
recommendations to the Authority for the allocation of fund benefits to eligible projects. In reviewing
applications for benefits, the Allocation Board shall employ the same criteria used for determining
eligibility for Expansion, Replacement and Preservation Power allocations as provided in 81005 of Public
Authorities Law including, but not limited to, the number of jobs and type of jobs created as measured by
wage and benefit levels; business’ long-term commitment to the region; amount of capital investment; and
impact on competitiveness in the region. Upon recommendation of the Allocation Board, the Authority
shall award fund benefits to an applicant, provided however, that upon a showing of good cause, the
Authority shall have the discretion as to whether to adopt the Allocation Board’s recommendation, or to
award benefits in a different amount or on different terms and conditions.
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DISCUSSION

The Authority is requested, from time to time, to provide financial support to the State or for
various other State programs. Any such transfer of funds must (1) be authorized by the Legislature; (2)
be approved by the Trustees ‘as feasible and advisable,’ (3) satisfy the requirements of the Authority’s
General Resolution Authorizing Revenue Obligations dated February 24, 1998, as amended and
supplemented (‘Bond Resolution’) and (4) as set forth in the Trustees’ Policy Statement dated May 24,
2011, a debt service coverage ratio of 2.0 shall be used as a reference point in considering any such
payments or transfers.

The Bond Resolution’s requirements to withdraw monies ‘free and clear of the lien and pledge
created by the Bond Resolution’ are such that withdrawals (a) must be for a ‘lawful corporate purpose as
determined by the Authority,” and (b) the Authority must determine, taking into account, among other
considerations, anticipated future receipt of revenues or other moneys constituting part of the Trust
Estate, that the funds to be so withdrawn are not needed for (i) payment of reasonable and necessary
operating expenses, (ii) an Operating Fund reserve for working capital, emergency repairs or
replacements, major renewals or for retirement from service, decommissioning or disposal of facilities, (iii)
payment of, or accumulation of a reserve for payment of, interest and principal on senior debt or (iv)
payment of interest and principal on subordinate debt.

The Trustees have already authorized the release of up to $58 million in net earnings from the
Operating Fund to the WNYEDF representing the then-estimated net earnings from inception through
December 31, 2015. Actual net earnings deposited into the WNYEDF through this period totaled $41
million.

Staff is seeking authorization to deposit into the WNYEDF all additional net earnings through
December 31, 2016 up to a total of $2 million. If authorized by the Trustees, such net earnings would be
deposited into the WNYEDF on a quarterly basis.

Staff has reviewed the effects of the transfer of up to $2 million into the WNYEDF on the
Authority’s projected financial position and reserve requirements. In addition, in accordance with the
Board'’s Policy Statement, staff calculated the impact of this transfer on the Authority’s debt service
coverage ratio and determined it would not fall below the 2.0 reference point level. Given the current
financial condition of the Authority, its estimated future revenues, operating expenses, debt service and
reserve requirements, staff is of the view that it will be feasible for the Authority to make the deposit of up
to $2 million at this time.

FISCAL INFORMATION

Since the passage of the initial legislation related to the WNYEDF (Chapter 436 of the Laws of
2010), the Authority has been accruing for this liability on a monthly basis. Provisions for the Authority’s
fiscal year 2016 deposits for this program were also included in the 2016 Operating Forecast approved by
the Trustees in December 2015.

Staff has determined that sufficient funds are available to provide up to an additional $2 million in
support for WNYEDF benefits for the period ending December 31, 2016 and that such Authority funds are
not needed for any of the purposes specified in Section 503(1)(a)-(c) of the Authority’s Bond Resolution.
Net earnings to be deposited into the WNYEDF for periods beyond December 31, 2016 will be requested
of the Trustees at a later date.

RECOMMENDATION

The Treasurer recommends that the Trustees affirm the deposit of up to $2 million into the
Western New York Economic Development Fund is feasible and advisable and to authorize such deposit
through December 31, 2016.
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For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the Trustees hereby authorize
the release of up to $2 million from the Operating Fund
to the Western New York Economic Development Fund
as authorized by Chapter 58 of the Laws of 2012 and as
discussed in the foregoing report of the President and
Chief Executive Officer; and be it further

RESOLVED, That the amount of up to $2 million
to be used for the Western New York Economic
Development Fund benefits described in the foregoing
resolution is not needed for any of the purposes
specified in Section 503(1)(a)-(c) of the Authority’s
General Resolution Authorizing Revenue Obligations, as
amended and supplemented; and be it further

RESOLVED, That as a condition to making the
releases specified in the foregoing resolutions, on the
day of such payment the Treasurer or the Deputy
Treasurer shall certify that such monies are not then
needed for any of the purposes specified in Section
503(1)(a)-(c) of the Authority’s General Resolution
Authorizing Revenue Obligations, as amended and
supplemented; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer, the Executive Vice President
and General Counsel, the Executive Vice President and
Chief Financial Officer, the Corporate Secretary, the
Treasurer and all other officers of the Authority be, and
each of them hereby is, authorized and directed, for and
in the name and on behalf of the Authority, to do any
and all things and take any and all actions and execute
and deliver any and all certificates, agreements and
other documents that they, or any of them, may deem
necessary or advisable to effectuate the foregoing
resolutions, subject to approval as to the form thereof
by the Executive Vice President and General Counsel.
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ii. Contribution of Funds to the State Treasury

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to authorize the release of: (1) $65 million in funds to the Empire
State Development Corporation (‘ESD’) to support energy-related initiatives of the State and for economic
development purposes as authorized by legislation approving the 2015-16 Budget of the State of New
York (Chapter 60 of the Laws of 2015), and (2) $6 million in funds to the State’s general fund as
authorized by § 3 of Subpart H of Part C of Chapter 20 of the Laws of 2015 (Chapter 20 of the Laws of
2015).

BACKGROUND

The Authority is requested, from time to time, to make financial contributions and transfers of
funds to the State or to otherwise provide financial support for various State programs. Any such
contribution or transfer of funds must (1) be authorized by the law; (2) be approved by the Trustees ‘as
feasible and advisable;’ and (3) satisfy the requirements of the Authority’s General Resolution Authorizing
Revenue Obligations dated February 24, 1998, as amended and supplemented (‘Bond Resolution’). In
addition, as set forth in the Trustees’ Policy Statement dated May 24, 2011, a debt service coverage ratio
of 2.0 is to be used as a reference point in considering any such payments or transfers.

The Bond Resolution’s requirements to withdraw monies ‘free and clear of the lien and pledge
created by the [Bond] Resolution’ are such that (a) withdrawals must be for a ‘lawful corporate purpose as
determined by the Authority,” and (b) the Authority must determine, taking into account among other
considerations anticipated future receipt of revenues or other moneys constituting part of the Trust Estate,
that the funds to be so withdrawn are not needed for (i) payment of reasonable and necessary operating
expenses, (ii) an Operating Fund reserve for working capital, emergency repairs or replacements, major
renewals or for retirement from service, decommissioning or disposal of facilities, (iii) payment of, or
accumulation of a reserve for payment of, interest and principal on senior debt or (iv) payment of interest
and principal on subordinate debt.

Section 19 of Part | of Chapter 60 of the Laws of 2015 which is part of the State’s Enacted Budget
for State fiscal year (‘SFY’) 2015-16 authorizes the Authority as deemed ‘feasible and advisable by its
trustees’ to provide up to $90 million in contributions to the State’s general fund, or as otherwise directed
in writing by the State’s director of the budget, whereupon such funds ‘will be utilized to support energy-
related initiatives of the state or for economic development purposes.’ In addition, Chapter 60 specifies
that up to $25 million is to be considered for payment by June 30, 2015 and the remainder of any such
contribution considered for payment by March 31, 2016. The legislation specifies that such economic
development purposes may include, but shall not be limited to, efforts to attract and expand business
investment and job creation in New York state through the Open for Business program, as well as
expenses associated with Global NY and trade missions, domestic and international, promoting New York
businesses; provided that in the event any contributed funds are used by a state agency or public
authority for the purpose of advertising and promoting the benefits of the START-UP NY program, no
more than sixty percent of the contributed funds used for such purpose shall be used for advertising and
promotion outside the state of New York.

In addition, Chapter 20 of the Laws of 2015 authorizes the Authority as deemed ‘feasible and
advisable by its trustees’ to make a contribution to the State Treasury to the credit of the general fund, or
as otherwise directed in writing by the State’s director of the budget, in an amount of up to $6,000,000 for
the state fiscal year commencing April 1, 2015. The enactment provides that such contribution is in
addition to any other contributions otherwise enacted in law.
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Subsequent to enactment of Chapter 60, the Authority and the New York State Division of the
Budget mutually agreed that the amount up to $25 million payable by June 30, 2015 would not be
considered for payment until July 30, 2015. In July 2015, the Trustees approved, and the Authority
transferred $25 million to ESD in furtherance of ESD’s Statewide economic development initiatives. With
regard to the remaining amount contemplated in Chapter 60 of the Laws of 2015 ($65 million), staff made
no recommendation at the time, but indicated that it would return to the Board with a recommendation
when such contribution is to be considered for payment.

DISCUSSION

In accordance with Section 19 of Part | of Chapter 60 of the Laws of 2015, the State’s director of
the budget has formally requested that the Authority transfer on or before March 31, 2016, $65 million in
funds to ESD to support energy-related initiatives of the State and for economic development purposes.
In addition, in accordance with Chapter 20 of the Laws of 2015, the State’s director of the budget has also
requested that the Authority transfer on or before March 31, 2016, $6 million in funds to the State’s
general fund.

The low-cost power and other benefits the Authority makes available under its various programs
are valuable economic development tools that the Authority desires to promote, and there exists
significant amounts of unallocated power and other benefits available under these programs that can
support economic development in the State. Accordingly, the Authority has an interest in promoting the
effectiveness of ESD’s Statewide economic development initiatives, thereby increasing the number and
quality of businesses that apply for available benefits under the Authority’s Programs.

Staff has reviewed the effects of the releasing a total of $71 million in State contributions at this
time on the Authority’s expected financial position and reserve requirements. In addition, in accordance
with the Board’s Policy Statement, staff calculated the impact of these transfer amounts on the Authority’s
debt service coverage ratio and determined it would not fall below the 2.0 reference point level. Given the
current financial condition of the Authority, its estimated future revenues, operating expenses, debt
service and reserve requirements, staff is of the view that it will be feasible for the Authority to release
$71 million at this time.

FISCAL INFORMATION

Staff has determined that sufficient funds are available in the Operating Fund to transfer $71
million in contributions at this time and that such Authority funds are not needed for any of the purposes
specified in Section 503(1)(a)-(c) of the Authority’s Bond Resolution. Such transfer pursuant to the SFY
2015-16 Budget legislation was anticipated and is within the amount reflected in the Power Authority’s
2016 Operating Budget approved by the Trustees at their December 17, 2015 meeting.

RECOMMENDATION

The Treasurer recommends that the Trustees affirm that the transfer of $71 million in
contributions is feasible and advisable and authorize such payment.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the Trustees hereby authorize
the release of funds from the Operating Fund to: (1) the
Empire State Development Corporation (“ESD") in the
amount of $65 million as authorized by Chapter 60 of the
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Laws of 2015; and (2) the State’s general fund in the
amount of $6 million as authorized by Chapter 20 of the
Laws of 2015 as discussed in the foregoing report of the
President and Chief Executive Officer; and be it further

RESOLVED, That the total amount of $71 million
to ESD and the State’s general fund described in the
foregoing resolution is not needed for any of the
purposes specified in Section 503(1)(a)-(c) of the
Authority’s General Resolution Authorizing Revenue
Obligations, as amended and supplemented; and be it
further

RESOLVED, That as a condition to making the
payments specified in the foregoing resolution, on the
day of such payments, the Treasurer or the Deputy
Treasurer shall certify that such monies are not then
needed for any of the purposes specified in Section
503(1)(a)-(c) of the Authority’s General Resolution
Authorizing Revenue Obligations, as amended and
supplemented; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer, the Executive Vice President
and General Counsel, the Executive Vice President and
Chief Financial Officer, the Corporate Secretary, the
Treasurer and all other officers of the Authority be, and
each of them hereby is, authorized and directed, for and
in the name and on behalf of the Authority, to do any
and all things and take any and all actions and execute
and deliver any and all certificates, agreements and
other documents that they, or any of them, may deem
necessary or advisable to effectuate the foregoing
resolution, subject to approval as to the form thereof by
the Executive Vice President and General Counsel.
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j-  Environmental Justice

i. Environmental Justice Implementation Plan — Authorization

The President and Chief Executive Officer submitted the following report:

“SUMMARY

The Trustees are requested to extend for a period of three years ending on March 29, 2019, the
Authority’s Environmental Justice Implementation Plan (‘Plan’) (Exhibit ‘2j i-A’), which was approved in
April 2012. The Plan aims to strengthen environmental justice by ensuring that the public health and
quality of life interests of low-income and minority communities surrounding the Authority’s facilities are
represented in applicable Authority activities. The aim will be to complete the establishment of an
environmental justice program that facilitates consideration of possible environmental justice impacts in
the development of Authority projects and operations.

BACKGROUND

The United States Environmental Protection Agency (‘EPA’) defines environmental justice as ‘the
fair treatment and meaningful involvement of all people regardless of race, color, national origin, or
income with respect to the development, implementation, and enforcement of environmental laws,
regulations, and policies.’

The New York State Department of Environmental Conservation (‘DEC’) has identified Potential
Environmental Justice Areas as those within U.S. Census blocks (200 to 500 households) that, in the
2000 U.S. Census, met one or more of the criteria identified in Policy CP-29:

* 51.1% or more of the population in an urban area reported themselves as members of
minority groups;

» 33.8% or more of the population in a rural area reported themselves as members of minority
groups; or

» 23.59% or more of the population in an urban or rural area had incomes below the federal
poverty level.

The Authority adopted both the EPA’s definition of Environmental Justice and the DEC's criteria
for Potential Environmental Justice Areas. The Authority will make necessary adjustments when DEC
updates its criteria based on census data and new regulations.

On August 4, 2011, Governor Andrew M. Cuomo signed the Power New York Act of 2011,
reauthorizing Article 10 of the State Public Service Law for the siting of generating facilities. The new
Article 10 includes a focus on environmental justice issues and greatly enhances public participation in
that process.

The Authority has a history of striving to protect and improve the environment and to address the
needs and concerns of communities in which its projects are located. In the past, the Authority has
worked to benefit the communities where locations of its facilities had the potential for adverse impacts,
such as health, environmental, social or economic.

Some of the major initiatives which the Authority has carried out to achieve environmental justice
objectives in communities include the installation of pollution control systems on 1,400 New York City
buses and the installation of eight clean fuel cells at New York City wastewater treatment plants. The
Authority funded the conversion of eight postal trucks to run on electricity in the Bronx and supplied a 66-
seat electric bus to serve two schools managed by the United Talmudical Academy of Williamsburg,
Brooklyn. On Staten Island, the Authority converted the boiler of Public School 13 to natural gas,
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replacing a 20-year-old No. 4 heating oil boiler, and installed high-efficiency postal trucks serving the
borough.

Historically, the Authority has led by example and as a good neighbor that seeks to improve the
areas surrounding its facilities, and the Authority will develop a community engagement plan to ensure
that all stakeholders, community groups and organizations are engaged and informed about NYPA’s
operations. NYPA has partnered with community groups and organizations such as the United Puerto
Rican Organization of Sunset Park (‘(UPROSP’), Erie Canal Harbor Corporation and the Community
Foundation for Greater Buffalo to address environmental justice concerns in disenfranchised and affected
areas. The Authority will seek to enhance this list of stakeholders and will collaborate with New York
state agencies in current efforts to develop a framework for addressing low to moderate income concerns.

Environmental Justice continues to be of interest to the Governor’s office and to the general
public; relevant legislation and policy will be incorporated into the Plan as it is enacted.

DISCUSSION

The Trustees are requested to extend the Environmental Justice Plan with the following goals
which will be effective consistent with the Authority’s enabling legislation and other laws and regulations:

» Build relationships with New York State agencies and Authorities to ensure that NYPA has a
role in influencing the Environmental Justice Policy on a state level;

» Strengthen relationships with environmental justice communities;

» Establish a program that facilitates automatic consideration of possible community impacts;
and

« Utilize training and other resources to sensitize Authority employees to environmental justice
concerns.

The Environmental Justice Plan consists of five strategies, which will be in effect consistent with
the authority’s mission and enabling legislation:

1. Collaborate with Environmental Justice Communities near existing or proposed infrastructure.
The Authority will establish effective communication channels with the Environmental Justice
Communities maintaining an open dialogue and a working relationship with them. For example,
the Authority will periodically inform the Environmental Justice Communities of projects that affect
them via print, website or other conduits, as needed.

2. Develop Environmental Justice Training for Authority employees. The Authority will offer an
environmental justice training for relevant business units. The training will involve discussion of
potential barriers affecting communication with community stakeholders, site visits and discussion
on how permitting decisions potentially impact Environmental Justice Communities. It will include
an awareness program for employees who are working with the public and/or on large capital
projects.

3. Implement Energy Efficiency Educational Program within Environmental Justice Communities.
Consistent with its Mission, the Authority will seek opportunities to work within environmental
justice schools in developing or implementing an educational curriculum for students that will
address where and how electricity is created and transmitted, energy conservation and
alternative energy concepts. This work will be coordinated with the New York State Department
of Education and build on existing outreach by New York State agencies. Funding requests will
be included in future operating budgets.

4. Create an internal Environmental Justice Task Force to ensure timely involvement of
Environmental Justice Communities. This task force will consist of an internal group of
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designated technical experts from relevant departments to make recommendations and institute
processes for dissemination of information when the construction of a project is proposed.

5. Develop Energy Services projects. The Authority will finance energy related projects, programs
and services in Environmental Justice communities. For purposes of this program, an eligible
project, program or service should be within two miles of an Authority facility in an urban area and
within six miles of an Authority facility in a rural area. The Authority will provide non-recoverable
funding for such projects. The Authority will partner with Environmental Justice communities in
various areas of the state to identify potential projects and target participants who are eligible for
the Authority’s energy services programs. For example, energy services projects may include
energy efficiency, electric or hybrid transportation technology, or clean energy installations such
as solar photovoltaic, geothermal or biomass.

FISCAL INFORMATION

The estimated cost for the entire Plan is approximately $850,000 over three years. Detailed
requests and justifications for funding of specific components of the Plan will be presented during future
budget proposals. Funding, as may be approved for each of the components, including the
implementation of the energy efficiency educational program and the energy service projects, will be
provided from the Operating Fund.

RECOMMENDATION

The Vice President — Public and Government and Regulatory Affairs recommend that the
Trustees extend the Environmental Justice Implementation Plan as described above.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the Trustees hereby authorize
the extension of the Authority’s Environmental Justice
Implementation Plan as recommended in the foregoing
report of the President and Chief Executive Officer; and
be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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DISCUSSION AGENDA:

3. Staff Reports:

a. Report of the President and Chief Executive Officer

President Quiniones provided highlights of the Authority’s performance (Exhibit “3a-A”").

Performance Scorecard

President Quiniones said the Authority’s overall performance in all of its corporate metrics was
very good. He said, as discussed at the Board meeting in January, the Authority will be shifting to a
different set of metrics effective this summer and the Trustees will receive a preview of it at the meeting
today.

Safety

The DART (Days Away Restricted or Transferred) Rate measure is significantly below target.
President Quiniones said this is because the Authority holds itself to a very high standard in terms of
safety. However, he has been very encouraged from the trends of last year and to date, that the
Authority is headed in the right direction with regards to safety; this is a priority to the Authority in its day-
to-day business.

Priorities for 2016

President Quiniones then outlined some of his priorities as the Chief Executive Officer of the
Power Authority.

NYPA's 2020 Strategic Vision

The Authority needs to keep the momentum regarding the implementation of its 2020 Strategic
Vision. The teams that are assigned to the six strategic initiatives are moving in the right direction, pace,
and intensity. As discussed with the Board, the Authority is in deliberations regarding how it can be
organized more effectively and efficiently consistent with the vision and goals of its 2020 Strategic
Plan. In addition, three of the Authority’s key executives will be retiring in the summer and fall of this
year. The Executive Management Committee will need to address this and its succession plans to

coalesce into a high functioning leadership team to drive the goals of NYPA’s 2020 Strategic Vision.
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The Authority plans to conduct a leadership search for some very specific and innovative
initiatives:

e New York Energy Manager (“NYEM”) — a central network operations center where the Authority

will install “smart” meters and sensors on public buildings and institutions, between 1000-4500 buildings,
that are greater than 100,000 square-feet, so that the Authority will be able to, not only assess the
buildings’ energy health on an ongoing, real-time basis, help optimize their operations, and reduce their
energy-use intensity, per Governor Cuomo’s BuildSmart New York Executive Order to reduce energy
20% by 2020 in all public buildings, but also to help the distribution utilities across the state relieve

stresses on the grid, especially during the summer heatwaves.

e Advanced Grid Invasion Lab for Energy — the Authority is planning to create a Center of

Excellence, a building with super computers, to model the power grid. As the grid transforms with more
distributed energy resources — solar, batteries, or building management systems to make buildings
smarter — the Authority will have the ability to know what the impacts are and how they can be integrated

in the most effective and efficient manner.

o Workforce Development Center — this initiative was approved by the Board and announced by the

Governor last year. The Authority is in the process of finalizing the Business Plan and creating a
Workforce Development Center that will address the needs of the utility of the future — Smart Grid and
renewable energy. The Authority is also partnering with Empire State Development, SUNY and other
local community colleges, and, with the assistance of Trustee Kress as the preeminent expert, regarding
how it should proceed with the Workforce Development Center — addressing what the industry actually

needs and developing a curriculum based on those needs.

e Operational Excellence — with this initiative, the Authority was able to optimize its capital

investment and non-recurring O&M budget last year for its operation and maintenance investments for
overhauling its turbines and power plants. Through a joint effort by the Finance and Operations
Departments, the Authority was able to avoid $70 million of uneconomical capital investments last year.

This year, the Authority will continue to look at opportunities to find productivity savings in order to make
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its processes more effective and improve the experience of its customers as it provides energy services

to them.

Canals Corporation

The Authority is waiting for information on whether or not the proposed transfer of the Canal
Corporation will be part of the budget legislation; the budget is still being negotiated by the Executive
Branch and the Legislature. The Board will be informed of the decision when the budget process has

been completed.
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b. Report of the Chief Risk Officer

Mr. Soubhagya Parija provided highlights of the report to the Trustees. (Exhibit “3b-A")

Mr. Parija said that NYPA's risk management function is getting imbedded in the business with
support from the Trustees, the CEO and other members of Executive Management Committee. He
indicated that the next step is to ensure risk based decision-making leading to optimal resource
allocation. To that end, the Enterprise Risk team (“ER”) is in the process of conducting risk assessment
for each of the previously identified top risks. He further noted that each top risk is sponsored by a
member of the Executive Management Committee. The ER team launched a risk survey in January.
Through that process they reached out to a large cross-section of NYPA employees including Strategy,
Marketing, Corporate Communications, and Finance, consolidated the results and then organized risk
workshops with a selected cross-functional team for each risk. The workshops looked at the risk
definition, controls, ratings, the impact of the risks, and what action plans the Authority will need to
implement to further mitigate the risk, if necessary. The outcomes of these workshops will be
consolidated and used to update the top enterprise risk chart. ER will then analyze all the data from the
surveys and report its final recommendations, in addition to the reputational risk, to the Board at the May
meeting.

In response to a question from Trustee Kress, Mr. Parija said the reason for cross-functional
teams looking at each of these top risks is because the impact of the risk can be felt in many different
departments or functions; also, the mitigation actions can belong in multiple departments. The full result

of the risk assessments will be presented to the Board at the May meeting.
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c. Report of the Chief Operating Officer

Mr. Joseph Kessler, Senior Vice President of Power Generation, provided highlights of the Chief
Operating Officer’s report to the Trustees (Exhibit “3c-A”).

Generation Market Readiness:

» No significant outages occurred during February. The Generation Market Readiness value for
February was 99.71% and the Year-to-Date value was 99.75%.

Transmission Reliability:

« No significant issues to report — February’s Transmission Reliability of 95.04% was above the target
of 93.12%.

Environmental Incidents:

« There was one environmental incident in February:
- A SPDES water discharge excursion occurred at the drainage catch basin of Niagara’'s
switchyard.

Safety:

« There was one incident that occurred in January causing the DART Rate to be 1.18 which did not
meet the target of 0.78.

» There have been three DART injuries to date.
In response to a question from Trustee McKibben, Mr. Kessler said NYPA tracks and records all
of its environmental incidents; however, some incidents are not “reportable” to the DEC. The DEC
formally monitors some incidents such as suspended solids and specific run-offs.

Strateqic Initiatives

Marcy-South Series Compensation Project

The Marcy-South Series Compensation Project allows more energy to flow through the Marcy-
South transmission lines, relieving congestion in Central East, allowing for an additional 200 MW to flow
across the lines. The Project has been submitted to the PSC as part of the IP Contingency Plan and the
AC upgrades:
» Install three series capacitors at the NYSEG Frasers Substation in Delhi, NY

 NYPA Scope includes EPC of: SC-1: 915 MVAR Series Capacitor on UCC2-41; SC-2: 315 MVAR
Series Capacitor on EF24-40

* NYSEG Scope includes EPC of: SC-3: 240 MVAR Series Capacitor on FCC-33; Re-conductor
21.8 miles of FCC-33
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» Modifications at existing substations owned by other utilities (13 total substations) — Scheduled
In-Service, June 2016.
President Quiniones added that the Authority has an existing 375 kV transmission line from the
Utica area (Marcy) to the lower Hudson Valley. The Authority has been working on putting Smart Grid
technology on its capacitor banks and other equipment. The purpose of the equipment is to push more
power from upstate to downstate; this Smart Grid project will enable the Authority to push up to 440
megawatts more power from upstate to downstate.
Mr. Kessler continued that some of these activities will support the future strategic initiatives and
make the system more flexible. For example, the Authority is achieving some benefits from its operations
at Cooper’s Corners with some of the reactors that were installed there.

Lewiston Pump-Generation Plant

Work is continuing on Unit #6 at the Lewiston Pump-Generation Plant. This project is expected to
be completed by the end of 2020. Project cost is $460 million.

In response to a question from Trustee McKibben, Mr. Kessler said Unit #6 is the fifth unit in a
series of 12 units that are being overhauled and will be completed in 2020. Mr. Welz added that the
Authority also plans to upgrade the controls and voltage regulators on the 13 units at the Robert Moses
Niagara Power Plant. President Quiniones said the Niagara Power Project is the Authority’s largest
power plant with 2700 megawatts of hydro- and pump- storage. This overhaul project will bring in state-
of-the-art smart generation technology with an investment of approximately $500 million. Mr. Kessler
added that normal operating protocols in the utility industry have changed significantly; the equipment has
to be more flexible and more robust, and there will be a lot more activity at the Niagara Project as the
system changes.

At the request of President Quiniones, Ms. Anderson briefed the Board on the Authority’s
operation at its large hydro plants. Ms. Anderson said there are more variability and volatility in the
market, especially in the North Country and in Western New York. It is a regular occurrence for the
Authority to see negative pricing in the real-time market. Since NYPA has to run the water through the
turbines as it is available, there is very little storage. LPGP in Niagara can store, but there is no ability to

store at the St. Lawrence project. Therefore, if the Authority does not get selected in the normal course of
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the market, then it is forced into the real-time market; when the real-time market is negative, the Authority
has to pay the system operator in order to generate. There have been times where the Authority paid
more than it received, in that, NYPA had days where the total cash flow to it was negative, even though it
was generating power for the state; therefore, the Authority has to be very strategic about how it is
offering resources in the market. In cases where the Authority anticipates that additional resource is
going to drive the prices negative, it will consider other options such as spilling the water. The Authority
should not be in a position where it is paying to generate electricity and losing money for the reason that

the state does not need the power at that time.
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d. Report of the Chief Financial Officer

Mr. Robert Lurie provided highlights of the report to the Trustees (Exhibit “3d-A").
Net Income

« Net income for the two months ended February 2016 was $50.9 million, which was $42.5 million
higher than the budgeted $8.4 million. A major factor impacting the results was the timing of the
contribution to the State. The budget assumed a $42 million contribution in January. This
contribution will be considered by the Board in March.

e Excluding this contribution, net income for the year-to-date was $0.5 million higher than budgeted
due primarily to a mark-to-market gain on the Authority’s investment portfolio ($9.9 million, lower
than anticipated market interest rates) and lower operating expenses ($17 million), substantially
offset by a lower net margin on sales ($25.1 million). Lower operating expenses reflected
underspending in various programs due to early year timing differences. Margins on market-based
sales were lower than budgeted due to significantly lower prices resulting in lower revenue at
Niagara and St. Lawrence.

In response to a question from Trustee McKibben, Mr. Lurie said if the Authority had made the
contribution to the State in January the budget and actual amounts would have been $42 million lower.

2016 Strategic Planning Activities

Mr. Lurie provided the following update on the Authority’s strategic activities for 2016:

The Authority will be rolling out its enhanced corporate metrics which are designed to align with
its strategic initiatives and goals. This will be further discussed by Mr. McMahon. The Authority will also
be creating a formal business intelligence function that will help to keep it abreast of the rapid changes in
the energy industry and business environment.

- The strategic planning off-site meeting will be held In April. The meeting will focus on the theme

of managing uncertainties given the accelerating changes in the industry;

- Enterprise Risk will be incorporating a formal planning approach that will bring the Authority in line

with best practices, integrating strategy and risk; and

103



March 29, 2016

- The Authority is planning to incorporate further analysis and decisions regarding the “big ideas” it
has identified for making positive impacts on NYPA's energy customers and overall state energy

goals.

Four externally-focused strategic themes to utilize the Authority’s financial capacity have been
identified. These ideas are focused on longer-term strategies that can supplement and complement the
Authority’s existing strategic initiatives, and could represent prudent uses of capital in line with its mission:

1. Developing a generation strategy that would help customers dramatically increase their use of
carbon-free electricity;

2. Improving the cost-efficiency and cleanliness of the state-wide energy system by helping
customers better manage demand to match available capacity;

3. Developing a more unified approach to planning and developing transmission opportunities to
accelerate the change to a smarter, more integrated grid; and

4. Developing partnerships with the Authority’s municipal customers to demonstrate the benefits of
implementing the state’s “Reforming the Energy Vision” Plan to empower consumers of energy.

The Authority is currently developing business cases for each of the aforementioned ideas and
will bring the recommendations to the Board for consideration and action later this year.

In response to a comment from Trustee McKibben, President Quiniones asked Ms. Anderson to
brief the Board on the collaborative efforts between NYSERDA and NYPA with regard to off-shore wind.
Ms. Anderson said the Authority spear-headed the development of off-shore wind. Approximately five
years ago, the Authority applied for a lease with the federal government to develop property
approximately thirteen miles south of Long Island. The application is currently going through the federal
regulatory process. The Authority will also be evaluating its role in this endeavor, going forward.

President Quiniones added that the Rockaways could generate approximately 300—700
megawatts of potential off-shore wind. This is one of the projects that the Authority is evaluating with the
help of the federal government. He said there has been several studies and learning based on the

experiences of the Europeans who have been ahead in the development of off-shore wind. If there are
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enough subsidies to make off-shore wind development succeed, NYPA will be a part of any projects since
it has been spear-heading the potential of off-shore wind.

In response to a question from Trustee McKibben, Ms. Anderson said the Authority had dialogue
with Deep Water, a lead developer of off-shore wind, which has a project on Block Island in Rhode Island,
with six turbines generating approximately 36 megawatts. They invited the Authority to tour the turbines;
the Authority will be able to learn more about how that project has progressed. The company is also

hopeful that it will be a developer of off-shore wind in New York.
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4., Power Allocations and Proceeds:

a. Recharge New York Power Allocations

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY
The Trustees are requested to:

1. award allocations of Recharge New York (‘RNY’) Power available for ‘retention’ purposes to the
businesses listed in Exhibit ‘4a-A’ in the amounts indicated on Exhibit ‘4a-A’;

2. award allocations of RNY Power available for ‘expansion’ purposes to the businesses listed in
Exhibit ‘4a-B’ in the amounts indicated on Exhibit ‘4a-B’; and

3. award allocations of RNY Power available for eligible small businesses and not-for-profit
corporations to the companies listed in Exhibit ‘4a-C’ in the amounts indicated on Exhibit ‘4a-C’.

These actions have been recommended by the Economic Development Power Allocation Board
(‘EDPAB") at its March 28, 2016 meeting.

BACKGROUND

On April 14, 2011, Governor Andrew M. Cuomo signed into law the RNY Power Program as part
of Chapter 60 (Part CC) of the Laws of 2011 (‘Chapter 60’). The program makes available 910
megawatts (‘MW’) of ‘RNY Power,’ 50% of which will be provided by the Authority’s hydropower
resources and 50% of which will be procured by the Authority from other sources. RNY Power contracts
can be for a term of up to seven years in exchange for job and capital investment commitments.

RNY Power is available to businesses and not-for-profit corporations for job retention and
business expansion and attraction purposes. Specifically, Chapter 60 provides that at least 350 MW of
RNY Power shall be dedicated to facilities in the service territories served by the New York State Electric
and Gas, National Grid and Rochester Gas and Electric utility companies; at least 200 MW of RNY Power
shall be dedicated to the purpose of attracting new businesses and encouraging expansion of existing
businesses statewide; and up to 100 MW shall be dedicated for eligible not-for-profit corporations and
eligible small businesses statewide.

Under the statute, ‘eligible applicant’ is defined to mean an eligible business, eligible small
business, or eligible not-for-profit corporation, however, an eligible applicant shall not include retalil
businesses as defined by EDPAB, including, without limitation, sports venues, gaming or entertainment-
related establishments or places of overnight accommodations. At its meeting on April 24, 2012, EDPAB
defined a retail business as a business that is primarily used in making retail sales of goods or services to
customers who personally visit such facilities to obtain goods or services, consistent with the rules
previously promulgated by EDPAB for implementation of the Authority’'s Economic Development Power
program.

Prior to entering into a contract with an eligible applicant for the sale of RNY Power, and prior to
the provision of electric service relating to a RNY Power allocation, the Authority must offer each eligible
applicant that has received an award of RNY Power the option to decline to purchase the RNY Market
Power component of such award. If the applicant declines to purchase the RNY Market Power
component from the Authority, the Authority has no responsibility for supplying RNY Market Power
component of the award.
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As part of Governor Andrew M. Cuomo’s initiative to foster business activity and streamline
economic development, applications for all statewide economic development programs, including the
RNY Power Program, have been incorporated into a single on-line Consolidated Funding Application
(‘CFA’) marking a fundamental shift in how State economic development resources are marketed and
allocated. Beginning in September 2011, the CFA was available to applicants. The CFA continues to
serve as an efficient and effective tool to streamline and expedite the State’s efforts to generate
sustainable economic growth and employment opportunities. All applications that are considered for an
RNY Power allocation are submitted through the CFA process.

Applications for RNY Power are subject to a competitive evaluation process and are evaluated
based on the following criteria set forth in the statutes providing for the RNY Power Program (the ‘RNY
Statutes’):

‘(i) the significance of the cost of electricity to the applicant's overall cost of doing business, and
the impact that a recharge New York power allocation will have on the applicant's operating
costs;

(ii) the extent to which a recharge New York power allocation will result in new capital investment
in the state by the applicant;

(iii) the extent to which a recharge New York power allocation is consistent with any regional
economic development council strategies and priorities;

(iv) the type and cost of buildings, equipment and facilities to be constructed, enlarged or installed
if the applicant were to receive an allocation;

(v) the applicant's payroll, salaries, benefits and number of jobs at the facility for which a recharge
New York power allocation is requested;

(vi) the number of jobs that will be created or retained within the state in relation to the requested
recharge New York power allocation, and the extent to which the applicant will agree to commit to
creating or retaining such jobs as a condition to receiving a recharge New York power allocation;

(vii) whether the applicant, due to the cost of electricity, is at risk of closing or curtailing facilities
or operations in the state, relocating facilities or operations out of the state, or losing a significant
number of jobs in the state, in the absence of a recharge New York power allocation;

(viii) the significance of the applicant's facility that would receive the recharge New York power
allocation to the economy of the area in which such facility is located;

(ix) the extent to which the applicant has invested in energy efficiency measures, will agree to
participate in or perform energy audits of its facilities, will agree to participate in energy efficiency
programs of the authority, or will commit to implement or otherwise make tangible investments in
energy efficiency measures as a condition to receiving a recharge New York power allocation;

(x) whether the applicant receives a hydroelectric power allocation or benefits supported by the
sale of hydroelectric power under another program administered in whole or in part by the
authority;

(xi) the extent to which a recharge New York power allocation will result in an advantage for an
applicant in relation to the applicant’'s competitors within the state; and

(xii) in addition to the foregoing criteria, in the case of a not-for-profit corporation, whether the

applicant provides critical services or substantial benefits to the local community in which the
facility for which the allocation is requested is located.’
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Based on the evaluation of these criteria, the applications were scored and ranked. Evaluations
also considered scores provided by the relevant Regional Economic Development Council under the third
and eighth criteria.

In arriving at recommendations for RNY Power for EDPAB’s consideration, staff, among other
things, attempted to maximize the economic benefits of low-cost NYPA hydropower, the critical state
asset at the core of the RNY Power Program, while attempting to ensure that each recipient receives a
meaningful RNY Power allocation.

Business applicants with relatively high scores were recommended for allocations of retention
RNY Power of 50% of the requested amount or average historic demand, whichever was lower. These
allocations were capped at 10 MW for any recommended allocation. Not-for-profit corporation applicants
that scored relatively high were recommended for allocations of 33% of the requested amount or average
historic demand, whichever was lower. These allocations were capped at 5 MW. Applicants currently
receiving hydropower allocations under other Authority power programs were recommended for
allocations of RNY Power of 25% of the requested amount, subject to the caps as stated above.

RNY Power allocations have been awarded by the Trustees on thirteen prior occasions spanning
from April 2012 through December 2015. Of the 200 MW block of RNY Power made available pursuant
to Chapter 60 for business ‘expansion’ purposes, 100.3 MW remain unallocated. Of the 100 MW of RNY
Power that was set aside for not-for-profit corporations and small businesses pursuant to Chapter 60, 3.4
MW remain unallocated. Of the remaining RNY Power made available pursuant to Chapter 60, 24.9 MW
remain unallocated.

These figures reflect Trustee actions on RNY Power applications taken prior to any actions the
Trustees take today.

DISCUSSION

1. Retention-Based RNY Power Allocations — Action Item

The Trustees are asked to address applications submitted via the CFA process for RNY Power
retention-based allocations. Consistent with the evaluation process as described above, EDPAB
recommended at its March 28, 2016 meeting that RNY Power retention allocations be awarded to the
businesses listed in Exhibit ‘4a-A.” Each business has committed to retain jobs in New York State and to
make capital investments at their facilities in exchange for the recommended RNY Power allocations.

The RNY Power ‘retention’ allocations identified in Exhibit ‘4a-A’ are each recommended for a
term of seven years unless otherwise indicated. An allocation recommended by EDPAB qualifies the
subject applicant to enter into a contract with the Authority for the purchase of the RNY Power. The
Authority’s standard RNY Power contract template, approved by the Trustees at their March 27, 2012
meeting, contains provisions addressing such things as effective periodic audits of the recipient of an
allocation for the purpose of determining contract and program compliance, and for the partial or
complete withdrawal of an allocation if the recipient fails to maintain mutually agreed-upon commitments,
relating to among other things, employment levels, power utilization, and capital investments. In addition,
there is a requirement that a recipient of an allocation perform an energy efficiency audit at its facility not
less than once during the first five years of the term of the allocation.

As noted in Exhibit ‘4a-A,” some of these applicants are also being recommended for an
expansion-based allocation, having satisfied the criteria for both components of the RNY Power Program.
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2. Expansion-Based RNY Power Allocations — Action ltem

The Trustees are also asked to address applications submitted for RNY Power expansion-based
allocations via the CFA process which request allocations from the 200 MW block of RNY Power
dedicated by statute for ‘for-profit’ businesses that propose to expand existing businesses or create new
business in the State. These applications sought a RNY Power allocation for either (i) expansion only, in
the case of a new business or facility, or (ii) expansion and retention, in the case of an existing business.
EDPAB recommended at its March 28, 2016 meeting that RNY Power expansion-based allocations be
made to the businesses listed in Exhibit ‘4a-B.” Each such allocation would be for a term of seven years
unless otherwise indicated.

As with the evaluation process used for the retention recommendations described above,
applications for the expansion-based RNY Power were scored based on the statutory criteria, albeit with
a focus on information regarding each applicant’s specific project to expand or create their new facility or
business (e.g., the expansion project’s cost, associated job creation, and new electric load due to the
expansion).

The respective amounts of the expansion-related allocations listed in Exhibit ‘4a-B’ are largely
intended to provide approximately 70% of the individual expansion projects’ estimated new electric load.
Because these projects have estimated new electric load amounts, and to ensure that an applicant’s
overestimation of the amount needed would not cause that applicant to receive a higher proportion of
RNY Power to new load, the allocations in Exhibit ‘4a-B’ are recommended based on an ‘up to’ amount
basis. Each applicant would be required to, among other commitments, add the new electric load as
stated in its application, and would be allowed to use up to the amount of its RNY Power allocation in the
same proportion of the RNY Power allocation to requested load as stated in Exhibit ‘4a-B.” The contracts
for these allocations would also contain the standard provisions previously summarized in the last
paragraph of Section 1 above.

3. Small Business and Not-for-Profit-Based RNY Power Allocations — Action Item

In addition, the Trustees are asked to address applications submitted via the CFA process for
RNY Power for eligible small businesses and not-for-profit corporations. Chapter 60 specifies that no
more than 100 MW of RNY Power may be made available for eligible small businesses and eligible not-
for-profit corporations. Consistent with the evaluation process as described above, EDPAB
recommended at its March 28, 2016 meeting that RNY Power allocations be awarded to the small
business and not-for-profit applicants listed in Exhibit ‘4a-C.” These applicants have committed to retain
or create jobs in New York State and make capital investments to the extent indicated in Exhibit ‘4a-C’ in
exchange for the recommended RNY Power allocations as described in Exhibit ‘4a-C’. The RNY Power
allocations identified in Exhibit ‘4a-C’ are recommended for a term of seven years, except as otherwise
indicated. The sale contract would contain the types of standard contract provisions summarized in
Section 1 above.

4. EDPAB Ineligibility Determinations — Informational ltem

At its meeting on March 28, 2016, EDPAB determined that the applicants listed on Exhibit ‘4a-D’
are not eligible for RNY Power for the reasons explained in Exhibit ‘4a-D.” No action by the Trustees is
required on these applications.

5. EDPAB — Applicants Not Recommended — Informational ltem

At its meeting on March 28, 2016, EDPAB determined to not recommend the applicants listed on
Exhibit ‘4a-E’ for a RNY Power allocation for the reasons specified on Exhibit ‘4a-E’. No action by the
Trustees is required on these applications.
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6. EDPAB — Termination of Application/Review Process — Informational ltem

At its meeting on March 28, 2016, EDPAB terminated the application review process for the
applicants listed on Exhibit ‘4a-F’ for the reasons listed on Exhibit ‘4a-F’. No action by the Trustees is
required on this matter. In the past, some applicants in these circumstances have decided to refile and
advance more complete applications for RNY Power.

RECOMMENDATION

The Manager — Business Power Allocations and Compliance recommends that the Trustees: (1)
award the allocations of RNY Power for retention purposes to the businesses listed in Exhibit ‘4a-A’ as
indicated therein; (2) award the allocations of RNY Power for expansion purposes to the businesses listed
in Exhibit ‘4a-B’ as indicated therein; and (3) award the allocations of RNY Power for the small business
and not-for-profit applicants identified in Exhibit ‘4a-C’ for both retention and expansion purposes as
indicated therein.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

Mr. Keith Hayes provided highlights of staff’s recommendation to the Trustees. In response to a
guestion from Trustee Kress, Mr. Hayes said 3.4 megawatts of power is available for non-profits and
small businesses, 2.7 megawatts of which will be expended today. A balance of approximately 600 KW

will be available for future allocations; however, the balance will be replenished if the Board approves the
contractual compliance measures at its next meeting.

The following resolution, as submitted by the President and Chief Executive Officer, was adopted
upon motion made by Trustee Kress and seconded by Trustee Picente. Trustee Flynn was recused from
the vote as it relates to Nicholas H. Noyes Memorial Hospital, Inc.

WHEREAS, the Economic Development Power
Allocation Board (“EDPAB”) has recommended that the
Authority award Recharge New York (“RNY”) Power
allocations for retention purposes to the applicants
listed in Exhibit “4a-A” in the amounts indicated; and

WHEREAS, EDPAB has recommended that the
Authority award RNY Power allocations for expansion
purposes to the applicants listed in Exhibit “4a-B” in the
amounts indicated; and

WHEREAS, EDPAB has recommended that the
Authority award RNY Power allocations for retention
and expansion purposes to the small business and not-
for-profit corporation applicants listed in Exhibit “4a-C”
in the amount indicated;

NOW THEREFORE BE IT RESOLVED, That, upon
considering the foregoing and the foregoing report of
the President and Chief Executive Officer and the
accompanying exhibits, the Authority hereby awards
allocations of RNY Power for retention purposes to the
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applicants listed on Exhibit “4a-A” in the amounts
indicated; and be it further

RESOLVED, That upon considering the
foregoing report of the President and Chief Executive
Officer and the accompanying exhibits, the Authority
hereby awards the allocations of RNY Power for
expansion purposes to the applicants listed on Exhibit
“4a-B” in the amounts indicated; and be it further

RESOLVED, That upon considering the
foregoing report of the President and Chief Executive
Officer and the accompanying exhibits, the Authority
hereby awards the allocations of RNY Power for the
small business and not-for-profit corporation applicants
listed on Exhibit “4a-C” in the amounts indicated; and
be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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b. Award of Fund Benefits from the Western New York
Economic Development Fund Recommended by the
Western New York Power Proceeds Allocation Board

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to accept the recommendations of the Western New York Power
Proceeds Allocation Board (the ‘Allocation Board’ or ‘WNYPPAB’) and make awards of Fund Benefits
from the Western New York Economic Development Fund to the eligible applicants listed in Exhibit ‘4b-A’
in the amounts indicated on Exhibit ‘4b-A’ as discussed in more detail below, and authorize the other
actions described herein with respect to such applicants and recommended awards.

BACKGROUND

1. Western New York Power Proceeds Allocation Act

On March 30, 2012, Governor Cuomo signed into law the Western New York Power Proceeds
Allocation Act (the ‘Act’). The Act provides for the creation, by the Authority, of the Western New York
Economic Development Fund. The Fund consists of the aggregate excess of revenues received by the
Authority from the sale of Expansion Power (‘EP’) and Replacement Power (‘RP’) produced at the
Niagara Power Project that was sold in the wholesale energy market over what revenues would have
been received had such energy been sold on a firm basis to an eligible EP or RP customer under the
applicable tariff or contract.

Under the Act, an ‘eligible applicant’ is a private business, including a not-for-profit corporation.
‘Eligible projects’ is defined to mean ‘economic development projects by eligible applicants that are
physically located within the State of New York within a thirty-mile radius of the Niagara power project
located in Lewiston, New York that will support the growth of business in the state and thereby lead to the
creation or maintenance of jobs and tax revenues for the state and local governments.’ Eligible projects
include, for example, capital investments in buildings, equipment, and associated infrastructure owned by
an eligible applicant for fund benefits; transportation projects under state or federally approved plans; the
acquisition of land needed for infrastructure; research and development where the results of such
research and development will directly benefit New York state; support for tourism and marketing and
advertising efforts for western New York state tourism and business; and energy-related projects.

Eligible projects do not include public interest advertising or advocacy; lobbying; the support or
opposition of any candidate for public office; the support or opposition to any public issue; legal fees
related to litigation of any kind; expenses related to administrative proceedings before state or local
agencies; or retail businesses as defined by the board, including without limitation, sports venues, gaming
and gambling or entertainment-related establishments, residential properties, or places of overnight
accommodation.

Fund Benefits have been provided to successful eligible applicants in the form of grants.
Generally, Fund Benefits are disbursed as reimbursement for expenses incurred by an Eligible Applicant
for an Eligible Project. Occasionally, Fund Benefits are disbursed in advance for proposed eligible
expenditures to be incurred by the Eligible Applicant for an Eligible Project when NYPA determines this
approach is appropriate for a project, NYPA has authorized the approach in advance, and proposed
expenses can be appropriately documented.

At least 15% percent of Fund Benefits must be dedicated to eligible projects which are ‘energy-

related projects, programs and services,” which is ‘energy efficiency projects and services, clean energy
technology projects and services, and high performance and sustainable building programs and services,
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and the construction, installation and/or operation of facilities or equipment done in connection with any
such projects, programs or services.’

Allocations of Fund Benefits may only be made on the basis of moneys that have been deposited
in the Fund. No award may encumber future funds that have been received but not deposited in the

Fund.

2. Western New York Power Proceeds Allocation Board

Under the Act, the Allocation Board is charged with soliciting applications for Fund Benefits,
reviewing applications, making eligibility determinations, and evaluating the merits of applications for
Fund Benefits. The Allocation Board uses the criteria applicable to EP, RP and PP, and for revitalization
of industry as provided in Public Authorities Law §1005. Additionally, the Allocation Board is authorized
to consider the extent to which an award of Fund Benefits is consistent with the strategies and priorities of
the Regional Economic Development Council having responsibility for the region in which an eligible
project is proposed. A copy of these criteria (collectively, ‘Program Criteria’), adapted from the Allocation
Board'’s ‘Procedures for the Review of Applications for Fund Benefits,’ is attached as Exhibit ‘4b-B.’

The Allocation Board met on March 4, 2013 and, in accordance with the Act, adopted by-laws,
operating procedures, guidelines related to the application, and a form of application. At that time, the
Allocation Board defined ‘retail business’ to mean a business that is primarily used in making retail sales
of goods or services to customers who personally visit such facilities to obtain goods or services.

The Allocation Board also designated the Western New York Regional Director of Empire State
Development Corporation (‘ESD’) to be its designee (‘Designee’) to act on its behalf on all administrative
matters. Among other things, the Designee was authorized to preform analyses of the applications for
Fund Benefits and make recommendations to the Allocation Board on the applications.

Under the Act, a recommendation for Fund Benefits by the Allocation Board is a prerequisite to
an award of Fund Benefits by the Authority, and the Act authorizes the Authority to award Fund Benefits
to an applicant upon a recommendation of the Allocation Board. Upon a showing of good cause, the
Authority has discretion as to whether to adopt the Allocation Board’s recommendation, or to award
benefits in a different amount or on different terms and conditions than proposed by the Allocation Board.
In addition, the Authority is authorized to include within the contract covering an award (‘Award Contract’)
such other terms and conditions the Authority deems appropriate.

3. Application Process

In an effort to provide for the efficient review of applications and disbursement of Fund Benefits,
the Allocation Board established a schedule of dates through the end of 2016 on which the Allocation
Board would meet to consider applications. At this time, applications are being accepted on a rolling
basis. In addition, the application process was promoted through a media release and with assistance
from state and local entities, including the Western New York and Finger Lakes Regional Economic
Development Councils, the Empire State Development Corporation and other local and regional
economic development organizations within the State. A webpage was created that is hosted on
WWW.NYPA.GOV/WNYPPAB with application instructions, a link to the approved application form and
other program details including a contact phone number and email address staffed by the Western New
York Empire State Development regional office.

DISCUSSION
At its February 1, 2016 meeting, the Allocation Board considered applications from (1) General
Mills Operations, LLC (‘General Mills’) seeking $500,000 in Fund Benefits, and (2) Buffalo Arts and

Technology Center, Inc. (‘BATC’) seeking $450,000. The Allocation Board’s staff analyzed the
applications and made recommendations to the Allocation Board based on eligibility requirements and
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Program Criteria. Copies of the recommendation memoranda provided to the Allocation Board for
General Mills and BATC are attached as Exhibits ‘C-1" and’C-2,’ respectively. The applications
themselves have also been made available to the Trustees for review. The Allocation Board has
recommended that these applicants receive awards in the amounts indicated on Exhibit ‘4b-A.’

About a year earlier, at its February 2, 2015 meeting, the WNYPPAB considered an application
from Explore & More...A Children’s Museum (‘Explore & More’) seeking $3,116,834 in Fund Benefits.
WNYPPAB staff analyzed this application and made the recommendation reflected in the memorandum
to WNYPPAB attached as Exhibit ‘4b-C-3." The Explore & More application itself has also been made
available to the Trustees for review. WNYPPAB recommended that this applicant receive an award in the
amount indicated on Exhibit ‘4b-A.” The Explore & More project was subject to the State Environmental
Quality Review Act (‘'SEQRA’). Itis the WNYPPAB's practice not to forward its recommendation to the
Trustees for action on a project subject to SEQRA until the SEQRA process is completed. The SEQRA
process for Explore & More has run its course and the WNYPPAB's recommendation is now before the
Trustees.

Since the Explore & More application was before the WNYPPAB for consideration, the following
information about the project has changed and may not be reflected in Exhibit ‘4b-C-3":

The start date of the project is March 1, 2017.

The finish date of the project is December 1, 2018.
The total project cost is $13,050,232.

The building’s size will now be 40,000 sq. ft.

Based on information provided in the applications before the Trustees, the proposed projects
currently before the Trustees would create approximately 17 jobs in Western New York. The total to be
expended on the proposed projects is expected to be approximately $40 million.

Given the nascent stage of the proposed projects, it was not possible at this time to identify all of
the terms and conditions that would be applicable to the award and memorialized in an Award Contract
between the Authority and successful applicants. With the Trustees’ authorization, it is anticipated that
the Authority, in consultation with ESD, will negotiate final terms and conditions with the successful
applicants after receipt of more detailed information concerning the projects and proposed schedules.
Award Contracts may include scheduled payments keyed to commitment milestones, such as
employment creation and retention. In addition, staff anticipates that Award Contracts will contain
provisions for periodic audits of the successful applicants for the purpose of determining contract and
program compliance and, where appropriate, terms providing for the partial or complete recapture of
Fund Benefits disbursements if an applicant fails to maintain agreed-upon commitments, relating to,
among other things, employment levels and/or project element due dates.

RECOMMENDATION

The Vice President, Marketing recommends that:

(1) the Trustees accept the recommendations of the Western New York Allocation Board and
make awards of Fund Benefits to the applicants and in the amounts identified in Exhibit ‘4b-
A,’ conditioned upon an agreement to be negotiated with each applicant on the final terms
and conditions that would be applicable to the awards to be contained in an Award Contract
approved by the President and Chief Executive Officer or his designee, and approved by the
Executive Vice President and General Counsel or his designee as to form;

(2) the Senior Vice President — Economic Development and Energy Efficiency or his designee
be authorized to negotiate with the applicants concerning such final terms and conditions that
will be applicable to the awards, and be authorized to consult with Empire State Development
Corporation concerning the foregoing; and
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(3) the Senior Vice President — Economic Development and Energy Efficiency or his designee
be authorized to execute on behalf of the Authority an Award Contract for each award listed
on Exhibit ‘4b-A’ subject to the forgoing conditions.

For the reasons stated, | recommend the approval of the above-requested actions by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted upon motion made by Trustee Kress and seconded by Trustee McKibben.

WHEREAS, the Western New York Power
Proceeds Allocation Board (“Allocation Board”) has
recommended that the Authority make awards of Fund
Benefits from the Western New York Economic
Development Fund (“Fund”) to the eligible applicants
listed in Exhibit “4b-A” in the amounts indicated;

NOW THEREFORE BE IT RESOLVED, That the
Authority hereby accepts the recommendations of the
Allocation Board and authorizes awards of Fund
Benefits to the applicants listed in Exhibit “4b-A” in the
amounts indicated, conditioned upon an agreement
between the Authority and each applicant on the final
terms and conditions that would be applicable to the
awards and set forth in written award contracts (“ Award
Contracts”) between the Authority and the applicants
approved by the President and Chief Executive Officer
or his designee, and approved by the Executive Vice
President and General Counsel or his designee as to
form; and be it further

RESOLVED, That the Senior Vice President —
Economic Development and Energy Efficiency or his
designee is authorized to negotiate with the applicants
concerning such final terms and conditions that will be
applicable to the awards, and is authorized to consult
with Empire State Development Corporation concerning
the foregoing; and be it further

RESOLVED, That the Senior Vice President —
Economic Development and Energy Efficiency or his
designee is authorized to execute on behalf of the
Authority an Award Contract for each of the awards
listed on Exhibit “4b-A" subject to the forgoing
conditions; and be it further

RESOLVED, That the Chairman, the Vice
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
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approval of the form thereof by the Executive Vice
President and General Counsel.
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5. Informational ltem:

NYPA's 2016 Strategy Planning Activities and Revised Corporate Metrics

Mr. Doug McMahon provided highlights of the development and implementation of the Authority’s
revised corporate metric regime. He said the Authority’s revised corporate metrics are focused on helping
it in three main ways: alignment to NYPA’s 2020 Strategic Plan; focus on out-puts and other activities and
to encourage appropriate behaviors from the businesses as it continue to move towards its 2020 vision.

1. Operating Profitability EVA

Economic Value Added (“EVA”") is a representation of operating profitability. The Authority has
been measuring the operating profitability for some time now and, in 2016, will begin to break down the
metric into capital investments and by plant.

Mr. Lurie added that the EVA is used as a measure of how well the business is doing from a
financial standpoint when looking at the capital investments that the Authority makes in different parts of
its business. The Authority has a lot of variability from quarter to quarter; therefore it has to find ways to
show how it is doing, aside from normal market variability and other factors that will affect the overall
result.

2. Operating efficiency

Operating efficiency provides a measure of O&M cost per megawatt hour. This metric will be of
continued focus to the business as President Quiniones and his executive team pursues new
opportunities to use the Authority’s resources as effectively as possible and to do more with less.

3. Reliability

Reliability measures the Authority’s generation and transmission (“G&T") business. The
Authority’s overall reliability performance was excellent in January and February with only about less than
.05% of total time-out based on the total available generation time.

Generation

In the case of hydropower, the weighted averages were above 100% for two consecutive months.
In essence, the Authority made money during the outage period. Market prices were cheaper than the
day-ahead agreed price. However, in the case of fossil fuel availability, particularly in January, the

weighted average was much less than the actual time-based reliability metric. A short outage occurred at
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a very expensive time in the marketplace. NYPA has to see how, and if, and to what extent it can
encourage behaviors to ensure that outages at high periods of market value do not occur.

Transmission

NYPA is weighting its transmission lines based on interface importance. This is an agreed
standard defined by the NYISO. January’s performance was just over 96%. NYPA will continue to trend
this over the next few months and work with the Operations Department to set some targets.

4. Load Factor Optimization

Load factor optimization is the Authority’s contribution to system consistency. This metric will help
NYPA demonstrate its alignment to some of the key New York energy policies, mainly the clean energy
standard and reforming the energy vision (“REV").

The 2014 state load factor was 55.1%, which meant that nearly 45% of state-wide generation
capacity went unused. This waste of capacity means that consumers are paying for energy capacity
investments that they are not using and equates to lower system efficiency and higher affordability of
energy. NYPA's estimated load factor is approximately sixty percent, which is better than the state’s
average. However, the Authority still wants to encourage its customers to use energy in a more intelligent
way, moving usage away from times where energy supply is less than demand, which is more costly, to
times where supply is greater than demand. This will help the Authority push load factor percentages
higher which mean less unused capacity, cheaper energy system costs, and possibly remove the need
for new, expensive generation.

Going forward, the Authority would like to set a target for load factor. Theoretically, it can
estimate potential financial benefits of improving its load factor by each incremental percentage. The
Authority will do this by working with staff in the Customer Solutions department to understand to what
extent it can achieve a particular target.

Mr. Lurie added that load factor optimization is largely focused on the Authority’s customer
business because its hydro plants have very high load factors. They run, and are used almost all the time.
The issue is that, state-wide, customers are only really using about 55% of the total capacity available in

the system; therefore, a very large percentage of that investment gets unutilized. The Authority will need
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to explore how it can make the overall system more efficient and how it can move to more off-peak use of
power by managing the demand side, not just the supply side of the system.

In response to a question from Trustee McKibben, Mr. Lurie said demand response will be an
initial action; however, the Authority will also be looking at other ways to improve system efficiency such
as shifting from batteries, building management systems and other actions.

5. Carbon Avoidance

There are three components to measure NYPA's contribution to carbon avoidance in the state
and how it contributes to the clean energy environment of the future — carbon avoidance through energy
efficiency reduction projects for the Authority’s customers; NYPA's efforts to reduce energy consumption
in its own facilities; and renewable, local large-scale generation displacement of fossil fuels.

Mr. McMahon concluded by saying that Safety and Environmental Incidents and Debt Coverage
Ratio will not change from the current metric regime. Also, staff is currently working with Human
Resources to develop a more relevant metric to help measure earning behaviors to promote a healthy,
engaging and collaborative place of work.

Staff will continue to measure important threshold metrics for the Authority and report to the

Board at the May Meeting.
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6. Board Resolution —Jonathan F. Foster

The following resolution as presented by Vice Chairman Nicandri was unanimously adopted upon

motion made by Trustee Kress and seconded by Trustee Picente.
WHEREAS, Jonathan F. Foster’s steadfast efforts on behalf of the citizens
of New York State during his more than seven years of dedicated service
as a Trustee of the New York Power Authority (“NYPA”) have vividly
demonstrated that the skills honed during an extraordinary career in the
private sector can be successfully applied to the operations of a major
public entity; and
WHEREAS, Mr. Foster’s singular expertise in banking and investment
strategies and financial instruments, along with his service on various
Boards of Directors, has been critical to NYPA’s efforts to build a fully
transparent and solid fiscal infrastructure that will secure its financial
integrity far into the future; and
WHEREAS, Mr. Foster was instrumental in strengthening NYPA's financial
position, as reflected by exceptional bond ratings from the nation’s three
leading credit rating agencies in recognition of the Authority’s strong
financial metrics; and
WHEREAS, the business acumen and insights that Mr. Foster provided as
the Vice Chairman of this Board have had a direct and positive impact on
the state and national dialogue surrounding the energy industry revolution;
and
WHEREAS, Mr. Foster’'s knowledge and guidance have enhanced the
Authority’s management practices, helping NYPA to respond effectively to
the many new developments of the rapidly changing energy industry; and
WHEREAS, Mr. Foster’s stewardship of NYPA’s investments in smart grid

technology ensures that NYPA’s generation and transmission systems are
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second to none in performance, resiliency, and efficiency now and for
decades to come; and

WHEREAS, Mr. Foster has been an ongoing champion of Recharge New
York, an innovative economic development power program that has
revitalized the State’s economy by securing over 400,000 jobs and $33
billion in capital investment; and

WHEREAS, Mr. Foster is stepping down from this Board, having played a
pivotal role in an eventful and challenging period in the Authority’s history;
NOW THEREFORE BE IT RESOLVED, That the Trustees of the Power
Authority of the State of New York express their profound appreciation to
Jonathan F. Foster for his exemplary service and wish him a future of

health, happiness and continued success.

March 29, 2016

President Quiniones said on behalf of the Executive Management Committee of the Authority he
wanted to thank Mr. Foster for his role in the transformation of the Internal Audit department, bringing in
outside experts to stabilize that part of the Authority’s business. He also thanked him for his input in the
Authority’s economic development business and function and his help in the strategic choices the
Authority had to make. He said that he appreciated Mr. Foster’s sharing his experience with the
management of the Authority; his honest, direct and candid feedback was what the Authority needed to
be good stewards.

Trustee Nicandri said on behalf of the Chairman he wanted to express his appreciation for Mr.
Foster’'s encouragement and forward-looking outlook, which was helpful to the Authority.

Mr. Foster thanked them for their kind remarks.
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7. Motion to Conduct an Executive Session

Vice Chairman Nicandri said with the concurrence of the Trustees, the Executive Session portion

of the meeting has been withdrawn.
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8. Next Meeting

The Regular meeting of the Trustees will be held on May 24, 2016 at the Clarence D.
Rappleyea Building, White Plains, New York, unless otherwise designated by the Chairman with the

concurrence of the Trustees.
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Closing

Upon motion made by Trustee Kress and seconded by Trustee Picente, the meeting was adjourned
by the Vice Chairman at approximately 11:09 a.m.

Karen Delince
Corporate Secretary
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1 PURPOSE AND SCOPE

The New York Power Authority (The Authority) considers the management of risk to be an
integral part of its business practice. The purpose of this policy is to ensure Risk Management
is embedded into existing business practices and processes.

2 APPLICABILITY

This Policy shall be adhered to by all Authority employees. Implementing procedures shall be
prepared by individual business units to define the necessary management controls. All Risk
Management activities shall be conducted in accordance with this Policy.

3 INITIALISMS (ACRONYMS) AND DEFINITIONS

CEO - Chief Executive Officer
CRO - Chief Risk Officer
ERMC - Executive Risk Management Committee

Risk — Any triggering event, action or inaction which is likely to prevent the Authority from, directly
or indirectly, achieving its goals and objectives.

Risk Appetite — The amount of risk the Authority is willing to accept in pursuit of our mission.
Strategic risk-taking can help achieve business objectives while maintaining adherence to
organizational values and purpose.

Risk Event — Any negative triggering event through action, inaction or both, which is likely to
prevent the Authority from achieving its goals and objectives. A risk event could be turned
into a positive opportunity.

Risk Management — An integrated approach to identifying, assessing and addressing areas of
uncertainty that could materially impair or enhance the achievement of the Authority’s
mission and objectives.

Risk Management Framework — A structured process that provides the foundation and
organizational resources for designing, implementing, monitoring, reviewing and
continually improving risk management throughout the organization.

Risk Profile — The portfolio of risks across the enterprise.

Risk Response — Action or measure taken in advance of, or after, a risk occurs aimed at
achieving the Authority’s mission and objectives.

The Authority — New York Power Authority

4 RESPONSIBILITY

4.1 Board of Trustees - In accordance with leading industry practice, the Board of Trustees
shall affirm the philosophy, framework and delegation of authority for the Authority’s Risk
Management activities.
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4.2 Audit Committee of the Board of Trustees - The Audit Committee seeks to enhance the
Authority’s Risk Management infrastructure and ensure timely and effective identification
and mitigation of critical business risks. The Audit Committee shall provide guidance to
the Authority’s Chief Risk Officer on Risk Management philosophy; mission and vision
assumptions; and critical business objectives including risk appetite and risk response
prioritization in accordance with CP 5.1 Internal Audit Charter.

4.3 President and CEO - This Company Policy is established under the authority of the
President and CEO.

4.4 CRO - The CRO is responsible for providing overall leadership, vision, and direction for
Risk Management. The CRO shall work with the ERMC to ensure this Policy and related
implementing procedures are maintained to direct Risk Management processes. The
CRO will present updates to the President & CEO, Board of Trustees and the Audit
Committee.

4.5 ERMC - The ERMC is a committee established by the Board of Trustees in accordance
with the requirements of this Policy and shall act as management's controlling authority
with respect to Risk Management activities. The ERMC shall be governed by the
provisions outlined in the ERMC Charter.

4.6 Risk Management Business Unit - Under the CRO’s direction, the Risk Management
Business Unit facilitates the activities of Enterprise Risk Management, Energy Commodity
and Credit Risk and Insurance Risk Management.

4.7  All Authority personnel, contractors, business units and departments are responsible for
the management of relevant risk. Authority personnel, contractors, business units and
departments shall make and support risk-informed decisions and remain vigilant in
identifying and communicating emerging risk issues that could impact the Authority’s
success.

4.8 Internal Audit - In accordance with its independent role (CP 5.1 Internal Audit Charter),
Internal Audit shall conduct periodic independent evaluations of the adequacy and
effectiveness of the Authority’s Risk Management processes.

5 POLICY IMPLEMENTATION

This Policy establishes the following Risk Management Framework:

5.1 A structured process for consolidating the inventory of risk assessments around risk
categories.

5.2 Informs executive management and stakeholders of the causes and consequences of
potential Risk Events.

5.3 Establishes a Risk Profile to enable the Authority to fulfill its mission with an informed
forward-looking risk view to optimally allocate resources.

54 Includes business processes, procedures, evaluation tools and methodologies for risk and
control identification, assessment and communication.



?TETVEVO\F,ORK NY Power ] Company Policy Title: Company Policy Number:
éomumw Authority Risk Management CP 2-15
Page:

40f4

5.5 Evaluates the appropriateness and effectiveness of Risk Response plans. The primary
mandate of Risk Response shall be the containment of exposures within the established
Risk Appetite.

6 VIOLATIONS

Any willful act leading to the violation of this Policy and related policies and procedures by
employees may result in disciplinary action up to and including termination. Violations of this
Policy by contractors and other authorized third parties may result in the revocation of such party’s
access to the Authority’s premises and/or electronic access to its systems and the termination of
such party’s contract for services. In addition, where the conduct engaged in is illegal, violators
may be subject to prosecution under applicable federal, state or local laws.

7 REFERENCES

7.1 CP 1-1 Company Policy Program Administration
7.2 Executive Risk Management Committee Charter
7.3 CP 5-1 Internal Audit Committee Charter

8 POLICY REVIEW AND EXPIRATION

This document will be reviewed and updated as business needs require. However, a
mandatory review will be required on the anniversary date of the approved document.

Revision cycle: Every Year

9 ATTACHMENTS
N/A
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1 PURPOSE

The Executive Risk Management Committee (ERMC) is hereby established by the Board of
Trustees to provide Risk Management oversight in accordance with the requirements of the New
York Power Authority (the Authority) Company Policy 2-15 — Risk Management.

The Board of Trustees herein delegates to the ERMC the authority to pursue risk mitigation
strategies, which could include entering into Hedge Transactions, to remain within the Authority’s
established Risk Appetite.

2 INITIALISMS (ACRONYMS) AND DEFINITIONS

CEO - Chief Executive Officer
CFO - Chief Financial Officer
CME - Chicago Mercantile Exchange

Counterparty - An entity that has an executed, active master agreement with the Authority and
is approved to participate in commaodity related hedging activities.

CRO - Chief Risk Officer
EMC - Executive Management Committee
ERMC - Executive Risk Management Committee

Hedge Transaction — A transaction between NYPA and a Counterparty or a transaction cleared
using CME or ICE which will therefore define the price of commaodities for future delivery
of a specified quantity.

ICE — Intercontinental Exchange

Risk — Any triggering event, action or inaction which is likely to prevent the Authority from
achieving its goals and objectives (directly or indirectly).

Risk Appetite — The amount of risk the Authority is willing to accept in pursuit of our mission.
Strategic risk-taking can help achieve business objectives while maintaining adherence to
organizational values and purpose.

Risk Management — An integrated approach to identifying, assessing and addressing areas of
uncertainty that could materially impair or enhance the achievement of the Authority’s
mission and objectives.

Risk Management Framework — A structured process that provides the foundation and
organizational resources for designing, implementing, monitoring, reviewing and
continually improving risk management throughout the organization.

Risk Profile — The portfolio of risks across the enterprise.

Risk Response — Action or measure taken in advance of, or after, a risk occurs aimed at
achieving the Authority’s mission and objectives.
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3 COMMITTEE COMPOSITION

3.1 The ERMC shall consist of a minimum of five (5) voting members, with the CFO as its
chair and a minimum of four (4) additional members as appointed by the President and
CEO.

3.2 The CRO is a de facto, non-voting, member of the ERMC.

3.3 The business unit leads of Internal Audit, the Controller's Office and Wholesale
Commercial Operations each have a standing invitation to attend ERMC meetings but
such attendance does not constitute ERMC membership or voting rights.

4 AUTHORITY

The ERMC is authorized to:

4.1 Provide oversight and guidance to management on all the Authority’s Risk Management
in accordance with the requirements of Company Policy 2-15 — Risk Management.

4.2 Establish and assess the Authority’s Risk Profile and Risk Appetite.

4.3 Ensure that assigned risk owners have ERMC approval which gives them the authority to
support Risk Response plans.

4.4  Authorize a program for energy commodity and credit risk management which may include
the use of commodity hedge transactions utilizing both physical and financial instruments.

4.5 Delegate to approved personnel the necessary permission to commit the Authority to the
terms of physical and financial derivative transactions necessary for the conduct of its
business within its established Risk Appetite.

5 GENERAL RESPONSIBILITIES

5.1 The ERMC’s general responsibilities are as follows:

a. May request any other officer, employee, or consultant to the Authority to meet
with any members of, or consultant to, the committee

b. May request Authority personnel to prepare Risk Response strategies such as
Hedge Transactions to be presented to the committee for review, approval and
execution as outlined in related procedures or as otherwise requested by
members of the committee.

c. Approve Risk Appetite

5.2 The CFOQO’s general responsibilities, as they pertain to the ERMC, are as follows:

a. Chair all ERMC meetings or delegate that responsibility to another member
b. Provide guidance as it pertains to the Risk Appetite

5.3 The CRO’s general responsibilities, as they pertain to the ERMC, are as follows:

a. Provide all necessary administrative support for the conduct of the ERMC
meetings
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b. Advise the CEO, Board and other members of the committee as well as
business units within NYPA on potential risks

Develop and communicate the Authority’s Risk Management Framework
Consult on strategic management process

Develop Risk Management procedures

Work with business units and ERMC to monitor and manage risks

Provide updates to the ERMC, EMC and NYPA'’s Board of Trustees

6 APPROVAL PROCESS

6.1 ERMC business shall only be conducted during an ERMC meeting.

@~oao

6.2  An ERMC meeting quorum shall consist of any three (3) members including the chair;
participation may be in-person, by video link or by telephone when reasonable assurance
is provided of the identity and ability of such members to participate in the meeting
discussion.

6.3 Voting on ERMC matters shall be on a one member-one vote basis. When a quorum is
present, the vote of a majority of the ERMC members shall constitute the action or decision
of the ERMC.

7 RECORDS

The minutes for all ERMC meetings shall be recorded and motioned for approval at the next
regularly scheduled meeting. All approved ERMC minutes are retained in the Records
Management System, available to all NYPA employees and available to the public pursuant to a
formal request process.

8 COMMUNICATIONS

8.1  All ERMC meeting schedules shall be coordinated with the Chairperson.

8.2 At the direction of the CFO and/or CRO, members of the Risk Management Department
shall coordinate the meeting of the ERMC, including maintaining the schedule, agenda
and minutes.

8.3 The ERMC shall meet monthly and/or as determined necessary by the CFO and/or CRO.

8.4 Except in the case of an emergency, the notice period for a meeting in person shall be at
least ten business days prior to the date of such meeting.

9 MEETING SCHEDULE

9.1 This document must be reviewed and approved annually or as business needs require.
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9.2 The ERMC shall review and reassess the adequacy of this Charter annually and
recommend any proposed changes to the Audit Committee for their approval as well as
approval by the Board of Trustees.

9.3 Records will be retained in accordance with the Authority’s approved records retention
schedules and/or in compliance with all applicable legal requirements pertaining to the
Authority.

10 CHARTER REVIEW

10.1 Company Policy 2-15 — Risk Management
10.2 Procedure for Energy Commodity & Credit Risk Management



