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Minutes of the Regular Meeting of the Power Authority of the State of New Y ork held at the Clarence D.

Rappleyea Building at 11:00a.m.

Present: Joseph J. Seymour, Chairman
Frank S. McCullough, Jr., Vice Chairman
Elise M. Cusack, Trustee
Robert E. Moses, Trustee
Thomas W. Scozzafava, Trustee

Michael J. Townsend, Trustee — Excused

Timothy S. Carey
David E. Blabey
Thomas J. Kelly
Vincent C. Vesce
Steven Decarlo
Joseph Del Sindaco
Angelo S. Esposito
Louise M. Morman

Brian Vattimo
Edward A. Welz
Carmine J. Clemente
Arthur T. Cambouris
AngelaD. Graves
Thomas P. Antenucci
Arnold M. Béllis
Robert J. Deasy
John M. Hoff
Charles|. Lipsky
Donald A. Russak
William V. Slade
Dennis T. Eccleston
Michael E. Brady
Brian C. McElroy
Mark D. O’ Connor
James F. Pasguale
Daniel Wiese
Charles J. Wischusen
Steven Lockfort
Anthony C. Savino
William Helmer
Anne B. Cahill
Okasana U. Karaczewsky
Michael A. Saltzman
Mary Jean Frank
LornaM. Johnson
LisaFarrell

Jeffrey Carey

President and Chief Executive Officer

Executive Vice President and Special Counsel to the Chairman
Executive Vice President and General Counsel

Executive Vice President — Corporate Services and Administration
Senior Vice President — Transmission

Senior Vice President and Chief Financial Officer

Senior Vice President — Energy Services and Technology
Senior Vice President — Marketing, Economic Development
and Supply Planning

Senior Vice President — Public and Governmental Affairs
Senior Vice President — Power Generation

Deputy Secretary and Deputy General Counsel

Assistant General Counsel and Managing Attorney

Deputy Secretary

Vice President — Project Management

Vice President — Controller

Vice President — Energy Resource Management

Vice President — Procurement and Real Estate

Vice President and Chief Engineer

Vice President — Finance

Vice President — Environmental Management

Chief Information Officer

Treasurer

Deputy Treasurer

Director — Real Estate

Director — Business Power Allocation, Regulation and Billing
Director — Corporate Security and Inspector General
Director — Energy Services and Headquarters Procurement
Manager — Risk Reporting

Manager — Business Power Allocations and Compliance
Special Licensing Counsel

Principal Attorney |

Senior Procurement Compliance Coordinator

Senior Information Specialist

Associate Secretary

Assistant Secretary

Secretary to Executive Vice President and General Counsel

Special Assistant to the President and Chief Executive Officer



John Murphy Special Advisor to the President and Chief Executive Officer
Edward Gibbs Executive Director, County of Westchester Public Utility Service Agency

Chairman Seymour presided over the meeting. Executive Vice President and General Counsel Kelly kept the
Minutes.
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Approval of the Minutes

The minutes of the Regular Meeting of February 28, 2006 wer e unanimously adopted
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2. Financial Reportsfor the Two Months Ended February 28, 2006

Mr. Bellis presented an overview of thereportstothe Trustees. In responseto questionsfrom Chairman
Seymour regarding ongoing lossesfrom SENY energy sales, Mr. Bellissaid the situation through thefirst quarter
resulted from the complex supply and demand situation. He said that certain fuel and energy priceshad been
locked in, but nothing had been locked in on therevenue sidefor the Poletti and 500 MW plants. On the expense
side, the Authority did not benefit when fud pricesfell because of itslocked-in fuel and energy prices. President
Carey stated that finance staff is analyzing how some of thisinformation iscommunicated and that it islikely they
will recommend waysto restructureit. Mr. Bellisalso said that most of the Authority’srisk of financial exposure
inthe SENY territory arosein January and February, but that it could also occur in the coming summer if itisa
cool one or customer loads continue to soften. Responding to a question from Chairman Seymour asto the
possible use of insurance to hedge agreement losses, Ms. Morman said that the “trip” insurancethe Authority used
to purchasewas actually for a different purposethan for protecting the Authority from such financial exposure
and that such exposureinsurance was not available. Mr. Bellisadded that thereisnot much that the Authority

can do now to improvethesituation.
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3. Report from the President and Chief Executive Officer

President Carey asked Mr. Vattimo toreport on the status of the State's 2006-07 budget discussions. Mr.
Vattimo said that the budget isnow in conference committee and that the issues affecting the Authority have, for
the most part, been finalized. It appearsthat the Power for Jobs program will be extended through December 31,
2007. TheLegidatureisalso going forward with the Governor’srecommendation to establish a commission to
review all of the Authority’s power distribution programs. President Carey added that Authority management
has been in constant contact with regard to the effects the 2006-07 budget will have on the Authority’s ability to do
business.

With respect to the Niagarareicensing, Mr. Kelly reported that draft settlement agreementsfor the City
of Buffalo and Erie County have gone out to the two municipalitiesfor their review and that the Authority expects
to have comments back from them wi thin the next 10 days. One minor issuerelating to the form of the agreement
remainsto be negotiated in the draft of the Niagara Univer sity settlement agreement.

President Carey said that he would be visiting the various Authority facilitiesin the coming monthsto
meet with Authority staff at the facilities, aswell as member s of the host communities. He said that thisweek he
will bevisiting the Blenheim-Gilboa plant. In responseto a question from Chairman Seymour, Vice Chairman
M cCullough said that he would be accompanying President Carey when he visitsthe St. Lawrence/FDR Power
Project.

Chairman Seymour said that Authority management needsto keep a car eful watch on what happens with
the New York State Budget, especially with respect to financing the Power for Jobs program. President Carey
added that staff wasnot recommending to the Trusteesthat the Authority make a $75 million voluntary

contribution tothe New York State Treasury until theseissueswer e satisfactorily resolved.



March 28, 2006

4, Transfersof Industrial Power

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

“The Trustees are requested to approve the transfer of power allocations for five existing customers that
have changed their names for various business reasons. Additionally, the Trustees are requested to approve a
transfer of 100 kW between two companies currently receiving Municipal Distribution Agency (‘MDA’) power
through the Suffolk County Electrical Agency (' SCEA’).

BACKGROUND

“Five companies have requested that the Authority grant approval of their requests for the continued
delivery of Authority power alocationsto facilities that have all gained prior approval for an allocation with pre-
existing company names and/or ownership. The present owners of these same facilities are now requesting that the
Authority authorize the continuation of the power allocations granted to the previous company names and ownership
associated with these facilities.

“In addition, the Authority sellsindustrial power to downstate municipal distribution agencies, including
5,000 kW to SCEA. This power isresold to industrial customers designated by SCEA and approved by the
Authority. Two existing MDA power customers have requested, and SCEA has proposed, that part of one
customer’ s allocation be transferred to the other existing customer. SCEA has requested that the Authority grant
approval of thetransfer for the reasons indicated below.

“The Trustees have approved transfers of this nature at past meetings.
DISCUSSION
“The proposed transferees are as follows:

“CEN Electronics, which has afacility in Caledonia, manufacturesindustrial battery chargers for forklifts,
pallet jacks and other battery-powered transportation equipment. At their September 28, 1998 meeting, the Trustees
approved CEN Electronics for a 300 kW Power for Jobs (‘ PFJ') allocation in return for 121 jobs. The company was
purchased by a private owner and the name was changed to Applied Energy Solutions. The new company
maintains the Caledonia facility’s operations and produces the same products as the original company. In August
2005, the company applied for extended PFJ benefitsin the form of an electricity savings reimbursement. Applied
Energy Solutionswill receive areduced level of extended benefits proportional to itsjob shortfall through December
31, 2006, the sunset date for the PFJ program.

“CWM Chemical Services, Inc. (CWM’) of Model City isachemical and industrial waste management
facility offering waste treatment, storage and disposal solutions. At their June 29, 1999 meeting, the Trustees
approved CWM for a400 kW PFJ allocation in return for 100 jobs. CWM created CWM Chemical Services, LLC
as awholly owned subsidiary of its parent corporation, Waste Management, Inc. There was no purchase, only a
contribution of assetsto the new entity for business purposes. The new company’s products and services, facility
operations and ownership remain unchanged. In August 2005, the company applied for extended PFJ benefitsin the
form of an electricity savings reimbursement. CWM Chemical Services, LLC will receive areduced level of
extended benefits proportional to its job shortfall through the remainder of the PFJ program, December 31, 2006.

“Fala Direct Marketing, Inc. (‘Fala’) is adirect marketing production services company in Melville. At
their September 30, 1998 meeting, the Trustees approved Falafor a 1,500 kW PFJ allocation in return for 554 jobs.
In July 2005, the company was acquired in an operating asset purchase by IWCO Direct, aMinnesotafirm. The
new company’s products and services and New Y ork facility operations remain unchanged. On September 20,
2005, the Trustees approved an extension of the company’ s PFJ contract through December 31, 2006, at a reduced
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level of 1,150 kW proportional to its job shortfall. IWCO Direct agrees to honor all terms and conditions of its
extended PFJ contract.

“Hammer Lithograph Corp., with afacility in Rochester, is a multicolor packaging printer of labels, box
wraps and premium packets for consumer products. At their March 31, 1998 meeting, the Trustees approved
Hammer Lithograph for a 900 kW PFJ allocation in return for 222 jobs. 1n July 2005, the company changed its
name to Hammer Packaging Corp. The company’s hame was changed when it consolidated its business with New
Frontier Packaging, aflexographic packaging printing operation. The new company’s products, services, facility
operations and ownership remain unchanged. On September 20, 2005, the Trustees approved an extension of the
company’s PFJ contract through December 31, 2006. Hammer Packaging isin job compliance and agrees to honor
its job commitments and all terms and conditions of its contract.

“Utica Cor por ation manufactures at its facility in Whitesboro a variety of engine-ready components for
use in the aerospace and industrial gasturbine industries. At their June 26, 2001 meeting, the Trustees approved
Utica Corporation for a 1,200 kW PFJ alocation in return for 395 jobs. The company’s ownership has acquired
other operations across the country and changed its corporate name to Tur bine Engine Components Technologies
(‘TECT’), in order to build and brand the new operations under the TECT name. The new company’s ownership,
products and services remain unchanged. In August 2005, the company applied for extended PFJ benefitsin the
form of an electricity savings reimbursement. TECT will receive areduced level of extended benefits proportional
to itsjob shortfall through the remainder of the PFJ program, December 31, 2006.

“Ellanef Manufacturing (‘Ellanef’) is a manufacturer of aerospace machined parts and assemblies with a
facility in Bohemia. Ellanef currently receives an allocation of 1,300 kW of MDA power viaresale from SCEA in
return for 195 jobs. Air IndustriesMachining Corp. (‘Air Industries’) manufactures complex aircraft parts and
assemblies for the commercial and defense aerospace industries. Air Industries receives a 500 kW allocation of
MDA power through resale from SCEA at its Bay Shore facility. The allocation was approved by the Trustees at
their September 23, 2003 meeting in return for 120 jobs. Ellanef and Air Industries have requested that 100 kW of
Ellanef’ s allocation be transferred to Air Industries. At their December 2005 board meeting, SCEA approved such a
transfer. As proposed, Ellanef’s power allocation will be reduced from 1,300 kW to 1,200 kW, while Air Industries’
alocation will increase from 500 kW to 600 kW. The companies and SCEA are requesting that the Trustees
approve the transfer of 100 kW between them with job commitments remaining the same for both companies.

RECOMMENDATION

“The Director — Business Power Allocations, Regulation and Billing recommends that the Trustees approve
the transfer of power allocations for five existing customers that have changed their names for various business
reasons and approve the transfer of 100 kW between two companies currently receiving Municipal Distribution
Agency power through the Suffolk County Electrical Agency.

“The Executive Vice President and General Counsel, the Senior Vice President — Marketing, Economic
Development and Supply Planning, the Vice President — Major Account Marketing and Economic Development and
| concur in the recommendation.”

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

RESOLVED, That the Authority hereby authorizes the transfers of
industrial power allocations in accordance with the terms described in the
foregoing reportof the President and Chief Executive Officer; and be it
further



RESOLVED, That the Chairman, the President and Chief
Executive 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.

March 28, 2006
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5. Power for Jobs Program — Extended Benefits

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

“The Trustees are requested to approve extended benefits for 57 Power for Jobs (‘ PFJ') customers, as listed
in Exhibits*5-A1, ‘5-A2 and‘5-B.” In addition, the Trustees are requested to approve modifications to the
benefits for six customers that have applied to have their PFJ benefits reinstated after having been reduced by the
Board for non-compliance with their job commitments, as detailed in Exhibits‘5-C1’ and * 5-C2." These customers
have been recommended to receive such extended benefits and modifications by the Economic Devel opment Power
Allocation Board (‘EDPAB’).

BACKGROUND

“In July 1997, the New Y ork State Legislature and Governor George E. Pataki approved a program to
provide low-cost power to businesses and not-for-profit corporations that agree to retain or create jobsin New Y ork
State. Inreturn for commitments to create or retain jobs, successful applicants receive three-year contracts for PFJ
electricity.

“The PFJ program originally made 400 megawatts (‘MW'") of power available. The program wasto be
phased in over three years, with approximately 133 MW made available each year. In July 1998, as aresult of the
initial success of the program, the Legislature and Governor Pataki amended the PFJ statute to accelerate the
distribution of the power, making atotal of 267 MW availablein Year One. The 1998 amendments also increased
the size of the program to 450 MW, with 50 MW to become available in Year Three.

“In May 2000, legislation was enacted that authorized another 300 MW of power to be allocated under the
PFJ program. The additional MW were described in the statute as ‘ phase four’ of the program. Customers that
received allocationsin Y ear One were authorized to apply for reallocations; more than 95% reapplied. The balance
of the power was awarded to new applicants.

“In July 2002, legislation was signed into law by Governor Pataki that authorized another 183 MW of
power to be allocated under the program. The additional MW were described in the statute as ‘ phase five' of the
program. Customers that received allocationsin Year Two or Y ear Three were given priority to reapply for the
program. Any remaining power was made available to new applicants.

“In 2004, provisions of the approved State budget extended the benefits for PFJ customers whose contracts
expired before the end of the program in 2005. Such customers had to choose to receive an * electricity savings
reimbursement’ rebate and/or a power contract extension. The Authority was also authorized to voluntarily fund the
rebates, if deemed feasible and advisable by the Trustees.

“Chapter 59 of the laws of 2004, extended the benefits for PFJ customers whose contracts expired before
the end of the program in 2005. Such customers had to choose to receive an ‘ electricity savings reimbursement’
rebate and/or a power contract extension. The Authority was also authorized to voluntarily fund the rebates, if
deemed feasible and advisable by the Trustees.

“PFJ customers whose contracts expired on or prior to November 30, 2004 were eligible for arebate to the
extent funded by the Authority from the date their contract expired through December 31, 2005. Asan alternative,
such customers could choose to receive arebate to the extent funded by the Authority from the date their contract
expired as a bridge to a new contract extension, with the contract extension commencing December 1, 2004. The
new contract would be in effect from aperiod no earlier than December 1, 2004 through the end of the PFJ program
on December 31, 2005.

“PFJ customers whose contracts expired after November 30, 2004 were eligible for rebate or contract
extension, assuming funding by the Authority, from the date their contracts expired through December 31, 2005.
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“Approved contract extensions entitled customersto receive the power from the Authority pursuant to a
sale-for-resale agreement with the customer’ slocal utility. Separate allocation contracts between customers and the
Authority contained job commitments enforceabl e by the Authority.

“1n 2005, provisions of the approved State budget extended the period PFJ customers could receive benefits
until December 31, 2006, the program’s new sunset date.

“Section 189 of the New Y ork State Economic Development Law, which was also amended by Chapter 59
of the Laws of 2004, provided the statutory authorization for the extended benefits that could be provided to PFJ
customers with contracts that expire before December 31, 2005. The statute authorized EDPAB to, but stated an
applicant could, receive extended benefits ‘only if it isin compliance with and agrees to continue to meet the job
retention and creation commitments set forth in its prior power for jobs contract.’

“Chapter 313 of the Laws of 2005 amended the above language to allow EDPAB to consider continuation
of benefits on such terms as it deems reasonable. The statutory language now reads as follows:

An applicant shall be eligible for such reimbursements and/or extensions only
if it is incompliance with and agrees to continue to meet the job retention
and creation commitments set forth in its prior power for jobs contract, or such
other commitments asthe board deems reasonabléemphasis supplied)

“At its meeting of October 18, 2005, EDPAB approved criteria under which applicants whose extended
benefits were reduced by EDPAB for non-compliance with their job commitments could apply to have their PFJ
benefitsreinstated in whole or in part. EDPAB authorized staff to create a short-form application, notify customers
of the process, send said customers the application and eval uate reconsideration requests based on the approved
criteria. To date, staff has mailed 195, received 104 and completed review of 97 applications.

DISCUSSION

“At its meeting on March 27, 2006, EDPAB recommended that the Authority’s Trustees approve the
allocations and/or electricity savings reimbursement rebates to the 57 businesses listed in Exhibits ‘ 5-A1,” ‘5-A2’
and ‘5-B.” Exhibits‘5-A1’ and ‘5-A2’ lists businesses that have requested and are being recommended for a
contract extension, while Exhibit * 5-B’ lists those businesses that have requested and are being recommended for
electricity savings reimbursements. Collectively, these organizations have agreed to retain more than 49,000 jobsin
New Y ork State in exchange for the contract extensions or rebates. The contracts will be extended and the rebate
program will be in effect until December 31, 2006, the program’s sunset. The power will be wheeled by the
investor-owned utilities as indicated in the Exhibits.

“Also at its meeting on March, 27, 2006, based on their reconsideration criteria, EDPAB recommended that
the Authority’ s Trustees approve modificationsto the benefits for six customers that have applied to have their PFJ
benefits reinstated after having been reduced by EDPAB for non-compliance with their job commitments.

“The Trustees are requested to approve contract extensions for the companies listed in Exhibits‘5-A1’ and
‘5-A2,” and the payment and funding of rebates for the companieslisted in Exhibit * 5-B’ in atotal amount currently
not expected to exceed $5,500,000. Staff recommends that the Trustees authorize awithdrawal of monies from the
Operating Fund for the payment of such amount, provided that such amount is not needed at the time of withdrawal
for any of the purposes specified in Section 503(1)(a)-(c) of the General Resolution Authorizing Revenue
Obligations, as amended and supplemented. Staff expects to present the Trustees with requests for additional
funding for rebates for the companieslisted in the Exhibits in the future.

FISCAL INFORMATION

“Funding of rebates for the companieslisted in Exhibits‘5-B’ and * 5-C2’ are not expected to exceed
$5,500,000. Paymentswill be made from the Operating Fund. To date, the Trustees have approved $31.7 millionin
rebates.

10
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RECOMMENDATION

“The Senior Vice President and Chief Financial Officer and the Director — Business Power Allocations,
Regulation and Billing recommend that the Trustees approve the contract extension for, and the payment of
electricity savings reimbursements to, the Power for Jobs customers listed in Exhibits‘5-A 1, ‘5-A2 and‘5-B." Itis
also recommended that the Trustees approve modifications to the benefits for six customers that have applied to
have their Power for Jobs benefits reinstated after having been reduced by Economic Devel opment Power
Allocation Board for non-compliance with their job commitments as detailed in Exhibits‘5-C1’ and ‘' 5-C2.’

“The Executive Vice President and General Counsel, the Senior Vice President — Marketing, Economic
Development and Supply Planning, the Vice President — Major Account Marketing and Economic Devel opment, the
Senior Vice President — Public and Governmental Affairsand | concur in the recommendation.”

Mr. Pasquale presented the highlights of staff’srecommendationsto the Trustees. In responsetoa
question from Chairman Seymour, Mr. Del Sindaco said that the Authority could afford to pay the $5.5 million in
rebates recommended by staff.

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

WHEREAS, the Economic Development Power Allocation Board
(“EDPAB") hasrecommended that the Authority approve contract
extensions and electricity savings reimbur sementsto the Power for Jobs
(“PFJ") customerslisted in Exhibits“ 5-A1,” “5-A2” and “ 5-B,”
respectively; and

WHEREAS, EDPAB has recommended that the Authority approve
modificationsto six allocations for customersthat have applied to have
their PFJ benefitsreinstated after having been reduced by EDPAB for non-
compliance with their job commitments as detailed in Exhibits“ 5-C1” and
“5-C2";

NOW THEREFORE BE IT RESOLVED, That to implement such
EDPAB recommendations, the Authority hereby approves a contract
extension for the companieslisted in Exhibits“ 5-A1” and “ 5-A2,” and the
payment of electricity savings reimbursementsto the companieslisted in
Exhibit “ 5-B,” as submitted to this meeting, and that the Authority finds
that such extensionsand paymentsfor electricity savingsreimbursements
arein all respects reasonable, consistent with the requirements of the PFJ
program and in the publicinterest; and beit further

RESOLVED, That to implement such EDPAB recommendations,
the Authority hereby approves modifications to the benefits for six
customer s that have applied to have their PFJ benefitsreinstated after
having been reduced by EDPAB for non-compliance with their job
commitments as detailed in Exhibits“ 5-C1” and “ 5-C2"; and beit further

RESOLVED, That based on staff’srecommendation, it is hereby
authorized that payments be made for electricity savings reimbursements
asdescribed in the foregoing report of the President and Chief Executive
Officer in the aggr egate amount of up to $5,500,000 million, and it ishereby
found that amounts may properly be withdrawn from the Operating Fund
to fund such payments; and be it further

11



RESOLVED, That such monies may be withdrawn pursuant to the
foregoing resolution upon the certification on the date of such withdrawal
by the Vice President — Finance or the Treasurer that the amount to be
withdrawn is not then needed for any of the purposes specified in Section
503 (1)(a)-(c) of the General Resolution Authorizing Revenue Obligations,
as amended and supplemented; and beit further

RESOLVED, That the Senior Vice President — Marketing,
Economic Development and Supply Planning or her designee be, and
hereby is, authorized to negotiate and execute any and al documents
necessary or desirable to effectuate the foregoing subject to the approval of
the form thereof by the Executive Vice President and General Counsel; and
beit further

RESOLVED, That the Chairman, the President and Chief
Executive 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
certificates, agreements and other documents to effectuate the foregoing
resolutions, subject to the approval of the form thereof by the Executive
Vice President and General Counsel.

March 28, 2006
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6. L ake Placid Village, Inc. — Increase in Retail Rates— Notice of Adoption

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

“The Board of the Village of Lake Placid (‘Village Board’) has requested the Trustees to approve revisions
inthe Village of Lake Placid’'s (‘ Village') retail rates for each customer service classification. These revisions will
result in additional total annual revenues for the Electric Department of about $449,000, or 6.3%.

BACKGROUND

“The Village Board has requested the proposed rate increases primarily to provide revenues to allow for
sufficient working funds to meet significant forecasted increases in operation and mai ntenance expenses, meet
current and planned debt service related to capital programs and pay back the Authority, in monthly payments, Lake
Placid’ s portion of the Tri-Lakes Transmission Agreement. The last time the Electric Department’ s revenues were
increased was in 1997.

“The Village Board has planned additions to plant-in-service amounting to $1,900,000 to upgrade and
expand its electric system. The capital program includes $1,300,000 for upgrades to its distribution substation
equipment to accommaodate for significant future growth and efficiency. The remaining $600,000 is planned for the
purchase of three trucks ($225,000), line transformers ($125,000) and customer meters ($115,000), as well as
improvementsto the street lighting system ($135,000). The Village Board plans to debt-finance 75% of the capital
program by issuing a 30-year serial bond.

“Under the new rates, an average residential customer who paid about 4.9 cents per kWh under the old
rateswill pay about 5.1 cents. A small commercial customer that paid 5.3 cents per kWh under the old rates will
pay 5.7 cents after the increase. Thelarge commercial-class rate increases from 3.8 to 4.1 cents and the Olympic
Arenarate from 3.6 to 4.0 cents per kWh.

DISCUSSION

“The proposed rate revisions are based on a cost-of-service study prepared by Authority staff. No ratepayer
comments were received at the public hearing held by the Village on November 21, 2005 and the Village Board has
requested tha the proposed rates be approved. On December 16, 2005, the Village Board formally requested that
approval of the proposed rates be delayed until the March 28, 2006 Trustees' meeting. This delay allowed the
Electric Department time to submit bill comparisons using the current and proposed rates during the winter months,
showing ratepayers the monetary impact of not conserving energy during those high-cost months. The Village
Board also wants to give customers enough time to implement energy conservation practices during the non-winter
months, in preparation for the next winter season.

“Pursuant to the approved procedures, the Senior Vice President — Marketing, Economic Development and
Supply Planning requested the then Executive Vice President, Secretary and General Counsel to file a notice for
publication in the New Y ork State Register of the Village's proposed retail rate revisions. Such notice was
published on December 14, 2005. No comments concerning the proposed action have been received by the
Secretary’s Office.

“An expense and revenue summary, comparisons of present and proposed total annual revenues and their
corresponding rates by service classification are attached as Exhibits‘6-A,” ‘6-B’ and ‘ 6-C,’ respectively.

RECOMMENDATION

“The Director — Business Power Allocations, Regulation and Billing recommends that the attached
schedule of rates for the Village of Lake Placid be approved as requested by the Village Board to take effect
beginning with the first full billing period following the date this resolution is adopted.

13
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“It is also recommended that the Trustees authorize the Deputy Secretary and Deputy General Counsel of
the Authority to file notice of adoption with the Secretary of State for publication in the New Y ork State Register
and to file such other notice as may be required by statute or regulation.

“The Executive Vice President and General Counsel, the Senior Vice President — Marketing, Economic
Development and Supply Planning and | concur in the recommendation.”

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

RESOLVED, That the proposed ratesfor electric servicefor Lake
Placid Village, Inc., as requested by such Village Board, be approved, to
take effect with thefirst full billing period following this date, as
recommended in theforegoing report of the President and Chief Executive
Officer; and beit further

RESOLVED, That the Deputy Secretary and Deputy General
Counsel of the Authority be, and hereby is, authorized to file a notice of
adoption with the Secretary of State for publication in the New York State
Register and to file any other notice required by statute or regulation; and
beit further

RESOLVED, That the Chairman, the President and Chief
Executive 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 documentsto effectuate the foregoing
resolution, subject to the approval of the form thereof by the Executive Vice
President and General Counsel.

14
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7. Otsego Electric Cooperative — Increase in Retail Rates— Notice of Adoption

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

“The Board of the Otsego Electric Cooperative (‘ Cooperative Board’) has requested the Trustees to
approve revisions in the Otsego Electric Cooperative’s (‘ Cooperative’) retail rates for each customer service
classification. Theserevisionswill result in additional total annual revenues of about $366,000, or 8%.

BACKGROUND

“The Cooperative Board has requested the proposed rate increase primarily to provide revenuesto allow for
sufficient working funds, meet forecasted increasesin operation and maintenance expenses and meet federal
government regulatory financial ratio level requirements. Current rates have been in effect since March 2000.

“The management of the Otsego Electric Cooperative has planned additions to plant-in-service amounting
to $4.3 million. The capital program consists of a major upgrade of its distribution lines and conductors and an
increase to its substation capacity. The Cooperative plans to finance its capital program by borrowing $4 million of
new debt.

“Under the new rates, an average residential customer who currently pays about 9.3 cents per kWh, will
pay about 10.0 cents. A small commercial customer currently pays 9.1 cents per kWh and will pay 9.9 cents after
theincrease. Large commercial (single-phase) customers are presently paying 12.3 cents and will pay 13.1 cents
after theincrease. Large commercial (multiphase) customers currently pay 9.6 cents and will pay 10.4 cents after
therate increase.

DISCUSSION

“The proposed rate revisions are based on a cost-of-service study prepared by the Otsego Electric
Cooperative and reviewed by Authority staff. A public hearing was held by the Cooperative on December 27, 2005.
No comments were received from the ratepayers at the public hearing. The Cooperative Board has requested that
the proposed rates be approved.

“Pursuant to the approved procedures, the Senior Vice President — Marketing, Economic Development and
Supply Planning requested the then Executive Vice President, Secretary and General Counsel to file a notice for
publication in the New Y ork State Register of the Cooperative’ s proposed revision in retail rates. Such notice was
published on February 1, 2006. No comments concerning the proposed action have been received by the
Authority’s Secretary.

“An expense and revenue summary, comparisons of present and proposed total annual revenues and their
corresponding rates by service classification are attached as Exhibits ‘' 7-A, * 7-B’ and * 7-C,’ respectively.

RECOMMENDATION

“The Director — Business Power Allocations, Regulation and Billing recommends that the attached
schedule of rates for the Otsego Electric Cooperative be approved as requested by the Cooperative to take effect
beginning with the first full billing period following Trustee approval of the rates.

“It is also recommended that the Trustees authorize the Deputy Secretary and Deputy General Counsel to
file notice of adoption with the Secretary of State for publication in the New Y ork State Register and to file such
other notice as may be required by statute or regulation.

“The Executive Vice President and General Counsel, the Senior Vice President — Marketing, Economic
Development and Supply Planning and | concur in the recommendation.”
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In responseto a question from Vice Chairman McCullough, Mr. Pasguale said that the Cooperativeisin
compliance with certain federal government regulatory financial ratio level requirements. Respondingtoa
question from Chairman Seymour, Ms. Morman said that the Cooper ative’ srates are somuch higher than the
Village of L ake Placid’srates because the Cooper ative hasa much larger rural serviceterritory and thus higher
transmission and distribution costs.

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

RESOLVED, That the proposed ratesfor electric service for the
Otsego Electric Cooperative, Inc., asrequested by such Cooper ative Board,
be approved, to take effect with thefirst full billing period following this
date, as recommended in theforegoing report of the President and Chief
Executive Officer; and be it further

RESOLVED, That the Deputy Secretary and Deputy General
Counsel of the Authority be, and hereby is, authorized to file notice of
adoption of the proposed rates wi th the Secretary of State for publication in
the New York State Register and to file any other notice required by statute
or regulation; and beit further

RESOLVED, That the Chairman, the President and Chief
Executive Officer and all other officersof 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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Otsego Electric Cooperative
Expense and Revenue Summary

Purchase Power Expense
(Authority hydro, incremental & 1SO charges)

Distribution Expense (Coop-owned facilities)

Depreciation Expense
(on all capital facilities and equipment)

General & Administrative
(Salaries, Insurance, Mgmt Services & Adm. Expenses)

Rate of Return— (Average 3.5%, Proposed 5.5%)
(includes debt service on current & planned debt,
federal government regulatory financial ratio level
requirement, Coop members' patronage capital
distribution and cash reserves for contingencies)

Miscellaneous Revenue Credit
(e.g., sale of used equipment, etc.)

Total Cost of Service

Revenue at Present Rates

Deficiency at Current Rates
Revenue at Proposed Rates

Increase % at Proposed Rates

1 Based onfive yearsof historical & projected data.

Exhibit “ 7-A”
March 28, 2006

Five-Year
Average Proposed *
$ 1,037,916 $ 1,280,668
1,310,500 1,524,741
486,774 537,961
602,446 655,450
526,645 1,009,121
(72,072) (81,350)
$ 3,892,200 $ 4,926,591
$ 4,560,366
366,225
$ 4,926,501
8.0%



Comparison of Present and Proposed Annual Total Revenues

Otsego Electric Cooperative

SERVICE
CLASSIFICATION

Genera Service — Residential SC1

Small Commercial — Single-Phase SC2

General Power — Multiphase SC3A

General Power — Single-Phase SC3B

Security Lighting SC4

Total

PRESENT
REVENUE

$3,753,523

185,841

533,604

904

86.494

PROPOSED
REVENUE

$4,060,147

201,334

575,630

960

88,520

Exhibit “ 7-B”
March 28, 2006

%

INCREASE

8.2%

8.3%

7.9%

6.2%

2.3%

8.0%



Present 1
Rates

$7.50

$.0839

$8.10

$.0824

$5.30

$.0730

$5.30

$.0693

$8.53

Otsego Electric Cooperative
Comparison of Present and Proposed Net Monthly Rates

General Service— Residential SC1

Customer Charge

Energy Charge, per kWh

Small Commercial — Single-Phase SC2

Customer Charge

Energy Charge, per kWh

General Power — Multiphase SC3A

Demand Charge

Energy Charge, per kWh

General Power — Single-Phase SC3B

Demand Charge

Energy Charge, per kWh

Security Lighting SC34

(charge per lamp, per month)

175 Mercury Vapor

L Average annual purchased-power adjustment reflected inpresent and proposed rates.

Exhibit “ 7-C”
March 28, 2006

Proposed *
Rates

$10.00

$.0885

$16.20

$.0815

$10.60

$. 0573

$10.30

$. 0261

$8.73
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8. 2005 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 2005 Annual Report on Investment of
Authority Funds (Exhibit ‘8-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, asummary of the Guidelines, the total investment income
earned in 2005, a statement on fees paid for investment services, the results of an independent audit, a detailed
inventory report for each of the Authority’s seven portfolios at December 31, 2005 and a summary of purchases
from 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.
Thereport is also available to the public upon written reasonabl e request.

DISCUSSION

“1n 2005, the Authority’ s investment portfoliosaveraged approximately $723 million and earned
approximately $25 million. Thislevel of earnings equals the income earned in 2004. While the average size of the
portfolio decreased in 2005 primarily due to the draw-down of funds held in the construction portfolios, rising short-
term interest rates generated additional income on a per-dollar basis to match the income earned in 2004. Income
for the year from the Authority’ s portfolios had an average yield of 3.59%, exceeding the Authority’s established
performance measure by 126 basis points (126/100 of 1%). The performance benchmark for 2005 was the three-
year rolling average yield on the two-year Treasury note plus 20 basis points.

“At December 31, 2005, the portfolio consisted of 3% in direct obligations of the U.S. government; 73% in
agencies of the U.S. government; 15% in Certificates of Deposit and Repurchase Agreements and 9% in Municipal
Bonds.

“Investment management fees associated with the Nuclear Decommissioning Trust Fund, which isrequired
to be managed by external managers, totaled $728,080 in 2005.

“In connection with its examination of the Authority’s financial statements, Ernst & Young, LLP,
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. Itsreport, acopy of whichis
attached as Exhibit ‘8B, states that the results of such examination disclosed no instances where the Authority was
not in compliance with these Guidelines.

“The Investment Guidelines and procedures have not been amended since last presented and approved by
the Trustees at their meeting of March 29, 2005. They remain fundamentally sound and meet the requirements of
the Power Authority. Furthermore, these Guidelines meet the requirements of the newly enacted Public Authorities
Accountability Act of 2005, wherein anew Section 2824(e) of the Act requires Authority board members to
establish written policies and procedures with respect to investments.

RECOMMENDATION

“The Treasurer recommends that the Trustees approve the attached 2005 Annual Report on Investment of
Authority Funds.
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“The Executive Vice President and General Counsel, the Senior Vice President and Chief Financia
Officer, the Vice President — Finance and | concur in the recommendation.”

Mr. McElroy presented the highlights of staff’srecommendationsto the Trustees. Inresponseto a
question from Chairman Seymour, Mr. Kelly said that Authority legal staff isreviewing the State Comptroller’s
Officerecently promulgated regulationsregarding public authoritiesto determine what actions the Authority may
taketo contest such regulationsand that hewill report back to the Trusteeswith staff’s conclusions and
recommendations.

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

RESOLVED, That the 2005 Annual Report on Investment of
Authority Funds be, and hereby is, approved; and be it further

RESOLVED, That the Chairman, the President and Chief
Executive 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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2005 Annual Report on
Investment of Authority Funds
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Section |

New York Power Authority
Guiddlinesfor the Investment of Funds

General

These Guidelines for the Investment of Funds (the “Guidelines’) are intended to
effectuate the applicable provisions of the General Resolution Authorizing Revenue
Obligations, adopted February 24, 1998 (the “Resolution”), the lien and pledge of which
covers al accounts and funds of the Authority and that governs the Authority’ sexisting
policies and procedures concerning the investment of funds as contained in these
Guiddlines. In aconflict between the Guidelines and the Resolution, the latter shall
prevail. In addition, these Guidelines are intended to effectuate the provisions of Section
2925 of the New York State Public Authorities Law.

Responsibility for | nvestments

The Treasurer and Deputy Treasurer have the responsibility for the investment of
Authority funds under the general supervision of the Senior Vice President and Chief
Financial Officer. The Treasurer shall ensure that an operating manual is maintained that
provides a detailed description of procedures for maintaining records of investment
transactions and related information.

Investment Goals

The Treasurer and Deputy Treasurer are responsible for maximizing the yield on
investments consistent with requirements for safety, liquidity and minimization of risk.
Monies will not be invested for termsin excess of the projected use of funds.

Authorized | nvestments

A. Monies in funds established pursuant to the Resolution shall be invested in
Authorized Investments or Authorized Certificates of Deposit, defined as follows:

“Authorized Investments’ shall mean:
1 Direct obligations of or obligations guaranteed by the United States of
Americaor the State of New Y ork;

2. Bonds, debentures, notes or other obligations issued or guaranteed by any
of the following: Federa National Mortgage Association (including



Participation Certificates), Government National Mortgage Association,
Federal Financing Bank, Federal Home L oan Mortgage Corporation and
Federal Home Loan Banks, Federa Housing Administration, Federal
Farm Credit Banks Funding Corporation, Federal Farm Credit Banks,
Federa Intermediate Credit Banks, Federal Banks for Cooperatives,
Federal Land Banks or any other agency controlled or supervised by and
acting as an instrumentality of the United States government;

3. Obligations of any state of the United States of America or any political
subdivision thereof or any agency, instrumentality or local government
unit of any such state or political subdivision that shall be rated at the time
of the investment in any of the three highest long-term Rating Categories,
as such term is defined in the Resolution, or the highest short-term Rating
Category by a Rating Agency, as such term is defined in the Resolution.

4. Public Housing Bonds issued by Public Housing Authorities and fully
secured as to the payment of both principal and interest by a pledge of
annual contributions under an Annual Contributions Contract with the
United States of America; or Project Notes issued by Loca Public
Agencies, in each case, fully secured as to the payment of both principal
and interest by arequisition or payment agreement with the United States
of America; provided that such Bonds or Notes are guaranteed by the
United States of America

“Authorized Certificate of Deposit” shall mean a certificate of deposit authorized
by the Resolution as an “Authorized Investment.”

B. The Authority, as an issuer of tax-exempt obligations, must not engage in
any arbitrage practice prohibited by the arbitrage regulations promulgated under
the Internal Revenue Code. In no event shall Authority funds be invested in a
manner that would violate the provisions of such arbitrage regulations.

V. Provisions Relating to Qualifications of Dealer s and Banks

Al

The purchase and/or sale of Authorized Investments shall be transacted only
through banks, trust companies or national banking associations (herein
collectively termed “Banks’) that are members of the Federal Reserve System and
government security dealers (herein termed “Dealers’), which are Banks and
Dealersreporting to, trading with and recognized as primary dealers by the
Federal Reserve Bank of New York. Banks and Dedlers shall have demonstrated
an ability to:

a)  offer superior rates or prices on the types and amounts of securities
required;

b)  provide ahigh degree of attention to the Authority’ s investment
objectives, and



V1.

A.2

A3A.

C) executetradesin atimely and accurate manner.

Authorized Investments may also be purchased or sold through minority- and
women-owned firms authorized to transact business in the U.S. government and
municipal securities markets. Such qualified firms shall demonstrate the qualities
detailed in clauses (a), (b) and (c) of Section V.A.1.

Municipal securities qualifying as Authorized Investments may also be purchased
or sold through any municipal bond dealer registered in the State of New Y ork
that demonstrates the qualities detailed in clauses (@), (b) and (c) of Section
V.A.L

Authorized Certificates of Deposit and time deposits (“ Time Deposits’) shall be

purchased directly from Banks that:

@ are members of the Federal Reserve System transacting business in the
State of New York;

2 have capital and surplus aggregating at least $50 million; and

3 demonstrate all the qualities detailed in clauses (a), (b) and (c) of Section
V.A.L

Authorized Investments purchased by the Authority or collateral securing its
investments shall be deposited only with custodians designated by the Authority.
Such custodians shall be Banks that are members of the Federal Reserve System
transacting business in the State of New Y ork.

The Authority shall file with each qualified dealer a letter agreement that
designates the (1) type of authorized investments, (2) Authority employees who
are authorized to transact business and (3) delivery instructions for the
safekeeping of investments.

The Authority shall enter into a written contract with any (1) Dealer from which
Authorized Investments are purchased subject to a repurchase agreement and (2)
Bank from which Authorized Certificates of Deposit are purchased.

General Policies Governing | nvestment Transactions

A.

Competitive quotations or negotiated prices shall be obtained except in the
purchase of government securities at thelir initial auction or upon initial offering.
A minimum of three quotes shall be obtained and documented from Dealers and/
or Banks, except as indicated above, and the most favorable quote accepted. The
Treasurer or Deputy Treasurer may waive this requirement on a single-transaction
basis only if warranted by market conditions and documented in writing.

Authorized Investments purchased shall be either delivered to the Authority’ s
designated custodian or, in the case of securities held in a book-entry account
maintained at the Federal Reserve Bank of New Y ork or the Depository Trust



Company, recorded in the Authority’ s name or in the name of a nominee agent or
custodian designated by the Authority on the books of the Federal Reserve Bank
of New York or the Depository Trust Company. Payment shall be madeto the
Dealer or Bank only upon receipt by the Authority’ s custodian of (1) the
securities or (2) in the case of securities held in a book-entry account, written
advice or wire confirmation from the Federal Reserve Bank of New Y ork or the
Depository Trust Company that the necessary book entry has been made.

C. Each purchase or sale of Authorized Investments or Authorized Certificates of
Deposit shall be authorized by the Treasurer or Deputy Treasurer. Investment
orders may be placed by Authority employees as designated by the Treasurer.
The custodian shall have standing instructions to send a transaction advice to the
Authority’s Controller for purposes of comparison with internal records. The
Controller shall advise the Treasurer of any variances, and the Treasurer shall
ensure appropriate corrections are provided.

VII. Policies Concerning Certain Types of | nvestment Diver sification Standards
Reguired

A. Authorized Certificates of Deposit and Time Deposits

1 Authorized Certificates of Deposit and Time Deposits shall be purchased
directly from a Bank in the primary market.

2. Authorized Certificates of Deposit and Time Deposits shall be
continuously secured by Authorized Investments defined in subsection (1)
or (2) of Section IV.A., having a market value (exclusive of accrued
interest) at al times at least equal to the principal amount of such
Certificates of Deposit or Time Deposits. Such Authorized Investments
shall be segregated in a separate custodian account on behalf of the
Authority.

3. Investments in Authorized Certificates of Deposit or Time Deposits shall
not exceed 25% of the Authority’s invested funds. The par value of
Authorized Certificates of Deposit purchased from any one Bank shall not
exceed $25 million.

B. Repur chase Agreements

The Authority may from time to time elect to enter into arrangements for the
purchase and resale of Authorized Investments (known as “ Repurchase
Agreements’). This type of investment transaction shall be used only when there
is no other viable, short-term investment alternative.



VIII. Review

IX.

A Repurchase Agreement shall be transacted only with a Dealer or Bank
qualified to sell Authorized Investments to the Authority that is recognized
by the Federal Reserve Bank as a primary dealer.

Authorized Investments purchased subject to a Repurchase Agreement
shall be marked to market daily to ensure their value equals or exceeds the
purchase price.

A Repurchase Agreement shall be limited to a maximum fixed term of
five business days. Payment for the purchased securities shall be made
against delivery to the Authority’ s designated custodian (which shall not
be a party to the transaction as seller or seller’s agent) or, in the case of
securities held in a book-entry account maintained at the Federal Reserve
Bank of New Y ork or the Depository Trust Company, written advice that
the securities are recorded in the Authority’ s name or in the name of a
nominee, agent or custodian designated by the Authority on the books of
the Federal Reserve Bank or the Depository Trust Company.

No more than $50 million of Authorized Investments shall be purchased
under a Repurchase Agreement with any one Dealer or Bank. This
requirement may be waived by the Vice President — Finance on asingle-
transaction basis only if warranted by specia circumstances and
documented in writing.

The aggregate amount invested in Repurchase Agreements may not
exceed the greater of 5% of the investment portfolio or $100 million. The
Senior Vice President and Chief Financial Officer may waive this
requirement on a single-transaction basis only if warranted by cash flow
requirements and documented in writing.

The Authority may not enter into arrangements (known as Reverse
Repurchase Agreements) for the purpose of borrowing monies by
pledging Authorized Investments owned by the Authority.

These Guidelines and any proposed amendments shall be submitted for Trustee review
and approval at least once a year.

In addition to the Authority’ s periodic review, the Authority’s independent auditors, in
connection with their examination of the Authority, shall perform an annual audit of
the investment portfolio, review investment procedures and prepare a report, the
results of which will be made available to the Trustees.

Reports



A. The Treasurer shall submit an investment report to the Trustees, at least quarterly.
Such report shall contain a (1) detailed description of each investment;
(2) summary of the dealers and banks from which such securities were purchased
and (3) alist of fees, commissions or other charges, if any, paid to advisors or
other entities rendering investment services.

B. The Treasurer shall submit an annual report for approval by the Trustees. In
addition to the information provided quarterly, the Annual Report shall include
() acopy of the Guidelines; (ii) an explanation of the Guidelines and any
amendments thereto since the last annual report; (iii) the results of an annual
independent audit of investment inventory and procedures and (iv) arecord of
income earned on invested funds. The approved report shall be submitted to the
State Division of the Budget with copies distributed to the Office of the State
Comptroller, the Senate Finance Committee and the Assembly Ways and Means
Committee. Copies shall be made available to the public upon written reasonable
request.

C. Any waivers that occurred during the prior month shall be reported to the Senior
Vice President and Chief Financial Officer.

X. Miscdlaneous

A. These Guidelines are intended for guidance of officers and employees of the
Authority only, and nothing contained herein is intended or shall be construed to
confer upon any person, firm or corporation any right, remedy, claim or benefit
under, or by reason of, any requirement or provision thereof.

B. Nothing contained in these Guidelines shall be deemed to alter, affect the validity of,
modify the terms of or impair any contract, agreement or investment of funds made or

entered into in violation of, or withou compliance with, the provisions of these
Guidelines.

C. No provisionsin these Guidelines shall be the basis of any claim against any Trustee,
officer or employee of the Authority in hisor her individual or official capacity or
against the Authority itself.



Section 11

EXPLANATION OF INVESTMENT GUIDELINES

Section |1 Responsibility for | nvestments

Establishes responsibility for the Investment of Authority Funds and limits the number of
individuals authorized to place investment orders.

Section |11 Investment Goal

Establishes the policy that earning a reasonable return on investments must be consistent
with standards set for minimization of risk and availability of funds when needed.

Section |V Authorized | nvestments

Details the types of investments the Authority can undertake as prescribed in Section 101
of the Resolution.

This section also requires that investments made in each of the Funds established under

the Resolution be invested for a term commensurate with cash-flow expectations and that
such investments not violate the arbitrage regulations of the Internal Revenue Code.

Section V Provisions Relating to Qualifications of Dealers and Banks

Establishes criteriafor the selection of banks and dealers from which the Authority may
buy or sdll investments. Business is transacted with firms that have demonstrated
financia strength and a high degree of reliability with respect to servicing the Authority’s
needs. This section aso directs that custody of Authority investments be maintained by
banks that are members of the Federal Reserve System transacting business in the State
of New York.

This section also addresses the subject of contracts with banks and dealers for the
purchase or sale of Authorized Investments. The Authority has written Letters of
Agreement with authorized dealers that specify the types of securities in which the
Authority may invest and identify those Authority individuals authorized to give
instructions related to the purchase and sale of securities. In addition, the Authority shall
have a written form of agreement for use in repurchase transactions with any authorized
dealer with which the Authority may transact this type of investment.



Section VI General Policies Governing | nvestment Transactions

Requires thet the Authority solicit no less than three bids for the purchase or sale of
securities in order to ensure the most favorable rate except when securities are purchased
at thelr initia auction, upon new issue or through negotiated prices.

Requires that the Authority or its custodian, prior to payment, take possession of such
securities, or in the case of book-entry securities, obtain written advice or wire
confirmation that transfer or ownership has been recorded.

Establishes authorized employees to approve the purchase or sale of securities.

Establishes control procedures whereby the Controller shall compare the custodian’s
confirmation to Authority records.

Section V11 Policy Concerning Certain Types of | nvestment Diver sification Standar ds
Required

Establishes a policy concerning the purchase of Authorized Certificates of Deposit and
Time Deposits intended to minimize the risk associated with such transactions.
Authorized Certificates of Deposit or Time Deposits may be purchased directly from a
bank that is a member of the Federal Reserve System transacting business in the State of
New York. Such deposits shall be continuously secured by Authorized Investments as
outlined in subsection (1) or (2) of Section IV.A. This collateral shall be regularly priced
to current market to assure the Authority’s security interest is continuously protected.
Aggregate holdings of Authorized Certificates of Deposit shall not exceed 25% of the
Authority’ stotal investment. Authorized Certificates of Deposit purchased from any one
bank shall not exceed $25 million.

Establishes a policy intended to minimize the risk associated with arrangements for the
purchase and resale of Authorized Investments known as Repurchase Agreements
(“Repos’). Repos purchased from any one qualified dealer or bank shall not exceed $50
million and shall be limited to a maximum fixed term of five business days. Aggregate
investments in Repos shall not exceed the greater of 5% of the Authority’ s total
investments or $100 million. All securities purchased under the terms of a Repo shall be
held in safekeeping by a designated custodian for the Authority. Such securities shall be
priced to market on a daily basis to assure the Authority’s security interest. Reverse
Repurchase Agreements are not authorized transactions.

Section VIl Review

Establishes policy requiring review of the Guidelines at least once ayear. Requires an
annual audit by the Authority’s independent auditors of the Authority’ s investment
portfolio and compliance with the guidelines established by the Authority and the State
Comptroller.

Section | X Reports




Establishes policy requiring submission of reports to the Authority’ s Trustees concerning
the management and performance of the Authority’s portfolio.

This Section aso requires that an annual report be submitted for approval by the
Authority’s Trustees. Copies of the approved report shall be sent to the State Division of
the Budget, Office of the State Comptroller, Senate Finance Committee and Assembly

Way and Means Committee.

10



Section 111

I nvestment | ncome Record

During 2005, the Authority’s investment portfolio averaged approximately $723 million
and earned approximately $25 million.

The earnings, by fund, were as follows (dollars in millions):

Operating Fund $21
Capital/Construction Funds 3
Other (Energy Con./Note Res.) 1

Total $25

The investment income equals the $25 million in income earned in 2004. While the
average size of the portfolio decreased by approximately $140 million in 2005 primarily
due to draw-down of funds held in the construction portfolios, rising short-term interest
rates generated additional income on a per-dollar basis to match the income earned in
2004.

Fees Paid for Nuclear Decommissioning Trust Fund | nvestment Services

$317,093 Blackrock Financial Management, Inc.
$323,353 Tattersall Advisory Group, Inc.
$ 87,634 The Bank of New York

Investment management fees were paid by the Nuclear Decommissioning Trust Fund.
By Nuclear Regulatory Commission mandate, the Trust is beyond the Authority’ s
administrative control and is therefore not part of this Annual Report.

Results of the Annual | ndependent Audit

In connection with its examination of the Authority, the Authority’s independent auditor,
Ernst and Y oung, LLP, reviewed and tested the Authority’ s compliance with the
guidelines established by the Authority, the State Comptroller' s Investment Guidelines
and Section 2925 of the Public Authorities Law. Their report, a copy of whichis
attached as Exhibit “B,” states that nothing came to their attention that caused them to
believe that the Authority was not in compliance with these Guidelines.
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9. Guidelines and Proceduresfor the Disposal of Personal Property
and Guidelines and Proceduresfor the Disposal of Real Property

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

“The Trustees are requested to approve the following two Guidelines, which comply with the requirements
of the Public A uthorities Accountability Act (‘PAAA’) of 2005: (1) Guidelines and Procedures for the Disposal of
Personal Property (hereinafter * Personal Property Guidelines') for the disposition of surplus or obsolete material,
equipment and supplies; and (2) Guidelines and Procedures for the Disposal of Real Property (hereinafter ‘ Real
Property Guidelines’) for transfers of land. Such Guidelines are set forth in Exhibits‘ 9-A’ and ‘9-B,’ respectively,
as attached hereto.

BACKGROUND

“On January 13, 2006 Governor George E. Pataki signed the PAAA into law. The new law codifies the
Model Governance Principles established for public authorities in 2004 by the Governor’s Advisory Committee on
Authority Governance chaired by IraMillstein. Among its provisions, the PAAA establishes new rulesfor the
disposal of public authority real property, aswell as the disposal of personal property owned by public authorities.
The law also requires each authority to draft guidelines consistent with the legislation dealing with these issues.

DISCUSSION

“In order to comply with the PAAA, staff has drafted the Guidelines set forth in Exhibits* 9-A’ and ‘9-B.
The Authority has had established procedures for disposing of surplus material that have been approved by the
Trusteesin the past. However, the Authority has not had aformal policy for the disposal of real property.

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

“The Real Property Guidelines set forth the methodology that the Authority will use in the following
specific areas:

= Maintaining inventory of the real property interests owned or under the jurisdiction of the Authority.
= Disposing of such interests when they become surplus to the Authority’ s needs.
= Making annual reports of such transactions.

= Designating an Authority representative (* Contracting Officer’) responsible for implementing such
guidelines.

“Such Guidelines shall be annually reviewed and approved by the Trustees on or before the 31st day of
March.

FISCAL INFORMATION

“Therewill be no financial impact on the Authority.
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RECOMMENDATION

“The Vice President — Procurement and Real Estate and the Director of Real Estate recommend that the
Trustees approve the Guidelines and Procedures for the Disposal of Real Property for transfers of land; and the
Guidelines and Procedures for the Disposal of Personal Property for the disposition of surplus or obsolete material,
equipment and supplies, as set forth in Exhibits‘9-A’ and‘9-B.’

“The Executive Vice President — Corporate Services and Administration, the Executive Vice President and
General Counsel, the Director — Internal Audits and | concur in the recommendation.”

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, the Authority hereby adopts
Guidelinesand Proceduresfor the Disposal of Personal Property and
Guidelines and Procedures for the Disposal of Real Property, as set forth in
Exhibits“ 9-A” and “ 9-B,” respectively, and attached hereto; and be it
further

RESOLVED, That Authority staff may take any and all steps
necessary or convenient to implement such Guidelines; and beit further

RESOLVED, That the Chairman, the President and Chief
Executive 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 ather 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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10. Procurement (Services) Contracts— Business Units and Facilities — Awards

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 contracts listed
in Exhibit *10-A’ for the Authority’ s Business Units/Departments and Facilities. Detailed explanations of the nature
of such services, the bases for the new awards and the intended duration of such contracts are set forth in the
discussion below.

BACKGROUND

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

“The Authority’s Expenditure Authorization Procedures require the Trustees' approval for the award of
non-personal services, construction or equipment purchase contracts in excess of $3,000,000, aswell as personal
services contracts in excess of $1,000,000 if low bidder, or $500,000 if sole source or non-low bidder.

DISCUSSION

“The terms of these contracts will be more than one year; therefore, the Trustees' approval isrequired.
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 isalso requested for funding all contracts, which range in estimated value from $30,000 to
$2,000,000. 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
acontinuous basis, it is more efficient to award long-term contracts than to rebid these services annually.

Contractsin Support of Business Units/Departments and Facilities:

Corporate Services & Administration

“Due to the need to commence services, the contract with Development Dimensions I nternational, Inc.
(‘DDI") (4500117698) became effective on January 1, 2006, subject to the Trustees' subsequent approval as soon as
practicable, in accordance with the Authority’ s revised procurement policies and Expenditure Authorization
Procedures. The purpose of this contract isto provide for executive assessment consulting services for two levels of
Authority leadership (Mid-level and Business Unit) to measure the executive’ s performance against specific
competencies, which can be used in evaluating the individual’ s leadership skills and predicting future effectiveness.
Bid documents were downloaded electronically from the Authority’s Procurement website by 21 firms, including
those that may have responded to anoticein the New Y ork State Contract Reporter. Two proposals were received
and evaluated. Based onits qualifications, experience and reasonable pricing, staff recommended award of the
subject contract to DDI, the lowest-priced most qualified bidder. The intended term of this contract isfive years,
subject to the Trustees' approval, which is hereby requested. Approval isalso requested for the total estimated
amount expected to be expended for the term of the contract, $264,000.

“The contract with Turboprop East Inc. ( Turboprop’) (Q-02-3724; PO# TBA) would become effective
on April 1, 2006, subject to the Trustees' approval. The purpose of this contract is to provide for maintenance
services for the Authority’ s Beechcraft King Air seriesaircraft, in order to ensure continued safe and reliable
operation. Servicesinclude scheduled inspections at prescribed intervals specified per the King Air series
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mai ntenance manual, unscheduled maintenance, avionicsinstallation, troubleshooting and repairs, as necessary. Bid
documents were downloaded electronically from the Authority’ s Procurement website by four firms, including those
that may have responded to anotice in the New Y ork State Contract Reporter. Based on its qualifications, extensive
experience, ability to perform the work and reasonabl e pricing, staff recommends award of the subject contract to
Turboprop, the sole responding bidder, which has provided excellent service under the existing contract. The
intended term of this contract isfour years, subject to the Trustees’ approval, which is hereby requested. Approval

is also requested for the total estimated amount expected to be expended for the term of the contract, $1,231,200.

Energy Services & Technology

“Since 2000, the Authority has been collaborating with IRIS Power Engineering, Inc. on the development
and implementation of an online hydro-generator diagnostic expert system (‘ HydroX’) in support of the St.
Lawrence/FDR Power Project (‘Project’) life extension and modernization effort. HydroX processes and diagnoses
the electrical and mechanical performance of the turbine-generator at a hydro power plant based on dynamic (e.g.,
vibration, air gap and partial discharge) and static (e.g., process variables from the control system) sensor
measurements. The goal isto help the plant protect its assets, reduce the cost of operations, transition from
preventative to condition-based maintenance, extend machine life, reduce forced outages, avoid catastrophic failures
and implement the recommendations of the Reliability Centered Maintenance study. A pilot non-commercial beta
version of HydroX is currently installed and operating on Unit 18 at the Project. Since the existing contract is
expiring and the need for such servicesis ongoing, staff recommends the award of a new contract to | Rl S Power
Engineering, Inc. ('IRIS’) to complete the development of a commercial version of HydroX Rulepac and to install,
configure and deploy such version on the remaining 15 hydro-generator units at the Project (as well asto
replace/upgrade the current beta version on Unit 18 with the commercial version). The subject contract is awarded
on asole source basis, since IRIS isthe original system developer (working with the Authority) and, as such, is
uniquely qualified to provide the required expertise to bring this project to fruition. The firm's staff has extensive
utility experience with operating, monitoring and maintaining hydro-generators, as well as access to world-class
consultants on machine diagnostics. The IRIS software development team is experienced in building expert
systems-based sol utions and machine-monitoring programs (including client server architecture, inter-process
communications, component and framework engineering, etc.) and has a demonstrated track record for commercial
software development. The new contract with IRIS (PO# TBA) would become effective on April 1, 2006, for an
intended term of six years, subject to the Trustees' approval, which is hereby requested. Approval isalso requested
for the total estimated amount expected to be expended for the term of the contract, $300,000. It should be noted
that the Authority will own the HydroX technology and, under this agreement, will also license the product to IRIS
for commercialization. Royalty provision negotiations for the Authority to receive 10% from the sale of each
HydroX unit through 2008 (to be adjusted to 5% thereafter) have been successful. In addition, the Authority will
benefit from free upgrades and the use of HydroX technology at its other hydro facilities.

“The Authority has been implementing circuit breaker monitoring technology (‘MONITEQ') on critical
circuit breakers throughout its transmission system since the mid-1990s. The MONITEQ system is currently
installed on 25 circuit breakers at Authority substations and power plantsin Massena, Marcy and Blenheim-Gilboa.
The monitoring system provides the capability to assess the condition of the circuit breakersin real time and
provides information on their operational status. Periodic maintenance services, repairs and upgrade support are
required to maintain the hardware and software components and to enhance the system to provide the capability to
identify and alert substation personnel of a potential circuit breaker malfunction or problem. Servicesinclude, but
are not limited to, hardware and software troubleshooting and repairs, including telephone support, and software
upgrades, as well as factory installation support during assembly, inspection and testing, field installation support
and training. Since the existing contract is expiring and the need for such servicesis ongoing, staff recommendsthe
award of anew contract to SNEMO Ltd. (‘SNEMO’). The subject contract is awarded on a sole source basis, since
SNEMO isthe original equipment manufacturer and, as such, is uniquely qualified to provide the required expertise
in software coding and hardware structure in order to perform maintenance, repairs, modifications and upgrades, as
needed. The new contract with SNEMO (PO# TBA) would become effective on April 1, 2006 for an intended term
of five years, subject to the Trustees’ approval, which is hereby requested. Approval isalso requested for the total
estimated amount expected to be expended for the term of the contract, $250,000.

“As part of the Authority’ s Energy Services programs to promote energy efficiency for its customers, the
Authority providesfor energy-related improvement work, which may require the abatement of asbestos- or |ead-
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containing materials. As part of the Authority’ s asbestos and |ead management services related to such activities,
the services of asbestos/lead consultants are required. To thisend, the five contracts with Hygienetics
Environmental Services (‘ Hygienetics'), The Louis Berger Group Inc. (Berger’), Parsons Brincker hoff
Quade & Douglas, Inc. (‘Parsons’), Stohl Environmental LLC ( Stohl’) and Warren & Panzer Engineers,
P.C. "W&P’) (Q-02-3753; PO#s TBA) would become effective on April 1, 2006, subject to the Trustees
approval. The purpose of these contractsisto provide for ashbestos and |lead management and environmental
consulting servicesin support of the Authority’s Energy Efficiency programs throughout New Y ork State on an‘as
needed’ basis. Servicesinclude, but are not limited to: feasibility studies, asbestos and lead inspections, bulk and air
sampling/laboratory services, abatement planning and design and project monitoring. Bid documents were
downloaded electronically from the Authority’s Procurement website by 53 firms, including those that may have
responded to anotice in the New Y ork State Contract Reporter. Proposals were received from 25 firmsto provide
for upstate, downstate or statewide services. Based on their qualifications, experience, staffing, resources, ability to
perform the work and reasonable pricing, staff recommends the award of multiple contracts to the following firms:
Stohl, Berger and W& P, the lowest-priced qualified bidders for upstate services, and Berger, Parsons, Hygienetics
and W& P, the lowest-priced qualified bidders for downstate services. Theintended term of these contractsisthree
years, subject to the Trustees' approval, which is hereby requested. Approval is also requested for the combined
total estimated amount expected to be expended for the term of the contracts, $1,600,000. It should be noted that all
costs, including interest and Authority overheads, will be recovered by the Authority from the participating
customers.

L aw Department

“A need was identified to retain alaw firm, preferably based in the New Y ork metropolitan area, with
particular expertise in construction matters. Due to the need to retain such afirm promptly to support the Authority
in matters relating to the 500 MW Combined Cycle Project (‘ Project’) and assisting the Authority in its defense
against claims made by others, it was not feasible to solicit formal proposals for such services. However, adetailed
and comprehensive competitive search of potential firms qualified to perform such services was conducted by the
Law Department. Although six law firms were identified as meeting the criteria established to provide these critical
legal services, apreliminary inquiry indicated that five of the six firms were conflicted, since they, currently or in
the recent past, have represented potential parties or their subsidiaries and affiliates, and were unable to represent the
Authority without requesting awaiver from such parties. Asaresult of this process, only onefirm, Berman, Paley,
Goldstein & Kannry, LLP (‘Berman Paley’), was identified as being qualified to perform these services and did
not present any conflict. Thisfirm specializesin construction matters, hasits primary practice in the New Y ork
metropolitan area and has been involved in many landmark decisions in the courts of New York, aswell asin
various other jurisdictions. Jack Kannry, the partner in charge of the Authority’ s matter, has decades of experience
in all aspects of construction law. Dueto the urgent need to commence services, the contract with Berman Paley
(4500120771) became effective on January 17, 2006, subject to the Trustees’ subsequent approval as soon as
practicable, in accordance with the Authority’ s revised procurement policies and Expenditure Authorization
Procedures. Based on the status of the claims discussions to date, the current contract amount is $500,000; if any
matter is not amicably resolved, then the total contract amount may increase significantly. At present, the request is
for authorization to spend up to $2,000,000. The contract amount also includes funds for expert consultants required
to support the legal services. The rates are competitive with those of other firms offering similar services. Approval
isrequested for a contract term of three years. Approval is also requested for the total estimated amount that may be
expended over the term of the contract to be $2,000,000, and to authorize the President and Chief Executive Officer
to release amounts from such approved funding, as may be required.

“The contract withBrian R. Meara Public Relations (‘Meara) (PO # TBA) would provide for the
continuation of public relations consulting services in connection with the Authority’s Charles A. Poletti and 500
MW Projects, as well asthe Small Clean Power Plants (‘SCPPs’). Mr. Meara' s knowledge of the substantive issues
associated with the Projects and SCPPs, and of the partiesinvolved with the projects, has proven to be and remains
directly relevant and applicable, and the Authority has an ongoing need for the continuation of his services. His
seasoned community liaison skills are critical to addressing imminent community concerns, as Mr. M eara possesses
the ability to work professionally and personally with the New Y ork City Council, borough presidents, and
community board leaders. Staff therefore recommends the award of a new two-year sole source contract to Mr.
Meara, subject to the Trustees' approval, which is hereby requested. Approval isalso requested for the total
estimated amount that may be expended for the term of the contract, $160,000.
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“The contract with John McManaman (PO # TBA) would provide for the continuation of consulting
services in connection with the New Y ork State Retirement System pension plan, as well as other related
compensation matters for pension and retirement purposes. Mr. McManaman, former Deputy Comptroller of the
NY S and Local Employees’ Retirement System, has provided the Authority with analysis, advice and counsel on the
procedures, rules and statutes governing the NY S Retirement System under a previous contract. He was also
instrumental in answering questions raised in connection with the Authority’s adoption of the Retirement Incentive
Program and in assisting the Authority in its efforts to establish variable pay as part of an employee’ s annual
compensation for Retirement System purposes. Mr. McManaman’s expertise will continue to be needed in order to:
address continuing pension review obligations, facilitate the resolution of questions concerning inclusion of variable
pay in employees annual compensation for Retirement system purposes, and assist the Authority in evaluating any
retirement incentive legislation that the legislature may pass during this session. Mr. McManaman’s experience and
intimate familiarity with the workings of the NY S Employees’ Retirement System, his knowledge of Federal tax
laws affecting public retirement systems, and hisrole as an expert witness before a Congressional Committee
studying pension reforms establishes his unique ability and credential s as an expert to assist the Authority in
evaluating its pension plan and other related compensation matters for pension and retirement purposes. Staff
therefore recommends the award of a new three-year sole source contract to Mr. McManaman, 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, $39,000.

Power Generation

“Due to the need to commence services, the contract with Atlas Concr ete Batching Corp. (‘Atlas’)
(4600001528) became effective on December 6, 2005, subject to the Trustees' subsequent approval as soon as
practicable, in accordance with the Authority’ s revised procurement policies and Expenditure Authorization
Procedures. The purpose of this contract isto provide for snow removal services, including salting or sanding, for
the Authority’s Charles A. Poletti Power Project and the 500 MW Combined Cycle Plant, on an ‘as needed’ basis.
Bid packages were sent to six firms, including any that may have responded to a notice in the New Y ork State
Contract Reporter. Two proposals were received and evaluated. Based on its qualifications, experience, ability to
perform the services and reasonabl e pricing, staff recommended the award of the subject contract to Atlas, the
lowest-priced evaluated bidder. It should be noted that Atlas's proposed rates will remain firm for the duration of
the contract. Theintended term of this contract isthree years, subject to the Trustees’ approval, which is hereby
requested. Approval isalso requested for the total estimated amount expected to be expended for the term of the
contract, $120,000.

“Due to the need to commence services, the contract with Centre Fence Co., Inc. (‘ Centre Fence')
(4600001540) became effective on January 1, 2006, subject to the Trustees' subsequent approval as soon as
practicable, in accordance with the Authority’ s revised procurement policies and Expenditure Authorization
Procedures. The purpose of this contract isto provide for repair services on fences, gates, hinges, new installations,
barbed wire, etc. at the Authority’s Charles A. Poletti, 500 MW, Richard M. Flynn and Small Clean Power Plants on
an ‘as needed’ basis. Bid packageswere sent to 10 firms, including any that may have responded to anotice in the
New Y ork State Contract Reporter; four proposals were received and evaluated. Based on its qualifications,
experience, ability to perform the services and reasonable pricing, staff recommends the award of the subject
contract to Centre Fence, the lowest-priced evaluated bidder. The intended term of this contract isthree years,
subject to the Trustees' approval, which is hereby requested. Approval isalso requested for the total estimated
amount expected to be exp ended for the term of the contract, $150,000.

“Due to the need to commence services, the contract withDL1 Computersinc. (DLI") (4600001575)
became effective on March 1, 2006, subject to the Trustees' subsequent approval as soon as practicable, in
accordance with the Authority’ s revised procurement policies and Expenditure Authorization Procedures. The
purpose of this contract isto provide for the services of a qualified technician to evaluate problems and recommend
solutions for any malfunctioning Hewlett Packard (‘HP’) printers at the Niagara Power Project, and to provide repair
services for all such equipment on an‘as needed’ basis. Bid packages were sent to 11 firms, including any that may
have responded to anotice in the New Y ork State Contract Reporter; five proposals were received and eval uated.
Based on its qualifications, experience and reasonabl e pricing, staff recommends the award of the subject contract to
DLI, the lowest-priced bidder. The intended term of this contract is four years, subject to the Trustees' approval,
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which is hereby requested. Approval isalso requested for the total estimated amount expected to be expended for
the term of the contract, $30,000.

“Due to the need to commence services, the contract with Pagos Cleaning Services, Inc. ( Pagos’)
(4600001539) became effective on January 1, 2006, subject to the Trustees' subsequent approval as soon as
practicable, in accordance with the Authority’s revised procurement policies and Expenditure Authorization
Procedures. The purpose of this contract isto provide for janitorial services for the 500 MW Combined Cycle Plant
and also to augment the janitorial staff at the Charles A. Poletti Power Project on an‘as needed’ basis. Services
include daily, weekly and monthly tasks, per the Authority’s specifications, as well as additional services, as may be
requested. Bid packages were sent to 37 firms, including any that may have responded to a notice in the New Y ork
State Contract Reporter; 14 proposals were received and evaluated. Based on its qualifications, experience, ability
to perform the services and reasonabl e pricing, staff recommends the award of the subject contract to Pagos, the
lowest-priced bidder. The intended term of this contract is four years, subject to the Trustees' approval, which is
hereby requested. Approval isalso requested for the total estimated amount expected to be expended for the term of
the contract, $150,000.

“Due to the need to commence services, the contract with Quintal Contracting Corp. (' Quintal’)
(4600001529) became effective on December 6, 2005, subject to the Trustees' subsequent approval as soon as
practicable, in accordance with the Authority’s revised procurement policies and Expenditure Authorization
Procedures. The purpose of this contract is to provide for snow removal services, including salting and/or sanding,
for the Richard M. Flynn Plant and the Small Clean Power Plant site at Brentwood. Bid packages were sent to 11
firms, including any that may have responded to anotice in the New Y ork State Contract Reporter; two proposals
were received and evaluated. Based on its qualifications, experience, ability to perform the services and reasonable
pricing, staff recommended the award of the subject contract to Quintal, the lowest-priced bidder. It should be noted
that Quintal’s proposed rates will remain firm for the duration of the contract. The intended term of this contract is
three years, subject to the Trustees’ approval, which is hereby requested. Approval isalso requested for the total
estimated amount expected to be expended for the term of the contract, $78,000.

“In July 2004, as the result of a competitive bidding process, the Authority awarded a contract to RJ
Associates to perform a preliminary study of the Probable MaximumFl ood (‘PMF’) for the Blenheim-Gilboa
Pumped Storage Power Project (‘Project’). Due to the urgent need to commence servicesin order to comply with
additional requirementsimposed by the Federal Energy Regulatory Commission (‘FERC'), the Authority entered
into a new agreement withRJ Associates LLC (' RJA’) (4500119574). The subject contract became effective on
February 6, 2006, subject to the Trustees' subsequent approval as soon as practicable, in accordance with the
Authority’s revised procurement policies and Expenditure Authorization Procedures. The purpose of this contract is
to provide for consulting services to conduct a comprehensive site-specific engineering analysisin order to calculate
the PMF at the Project. The new award was made on a sole source basis, since RJA (in concert with its
subcontractor Applied Weather Associates (‘AWA")) performed theinitial study and developed a model for
calculating the PMF. In addition, both firms possess unique qualifications and expertise in this very specialized
field and their approach and analyses have been accepted by FERC for other projects. The intended term of this
contract istwo years, subject to the Trustees' approval, which is hereby requested. Thisterm would allow for any
additional analyses that may be required by FERC or the Authority’ s FERC-mandated independent Board of
Consultants, which will influence the scope and direction of the studies. Approval is also requested for the total
estimated amount expected to be expended for the term of the contract, $450,000.

“Due to the need to commence services, the two contracts with Sienna Environmental Technologies,
LLC (‘Sienna’), aNew York State certified Minority and Woman-Owned Business‘ M/WBE (4600001542),
and Stohl Environmental, LLC (‘Stohl’) (4600001543) became effective on January 1, 2006, subject to the
Trustees' subsequent approval as soon as practicable, in accordance with the Authority’ s revised procurement
policies and Expenditure Authorization Procedures. The purpose of these contractsis to provide for asbestos and
lead consulting and sampling services for the Niagara Power Project. Servicesinclude, but are not limited to:
inspections, sampling, abatement design and project monitoring. Bid packages were sent to 18 firms, including any
that may have responded to anotice in the New Y ork State Contract Reporter. Six proposals were received and
evaluated. Based on their qualifications, experience, ability to perform the work and reasonabl e pricing, staff
recommended the award of two contractsto the lowest-priced bidders: aprimary contract to Sienna and a back-up
contract to Stohl. Theintended term of these contractsis four years, subject to the Trustees' approval, whichis
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hereby requested. Approval isalso requested for the combined total estimated amount expected to be expended for
the term of the contracts, $300,000.

“The contract with Test Productsinc. (‘ TPI') (Q-02-3741; PO# TBA) would become effective on April
1, 2006, subject to the Trustees' approval. The purpose of this contract isto provide for the continuation of the
Authority’ s battery testing program in order to ensure the operability of the Authority’s emergency back-up battery
systems to support its various generation and transmission facilities throughout New Y ork State. Services would
include capacity testing of station batteries and associated chargers located in power generating stations and
switching stations owned and/or operated by the Authority. The battery systems to be tested are multicell 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 asthe available capacity of the batteries. Bid documents were downloaded electronically from
the Authority’ s Procurement website by nine firms, including those that may have responded to a notice in the New
York State Contract Reporter. Two proposals were received and evaluated. Based on the firm’s qualifications,
experience, ability to perform the work and reasonable pricing, as well asits responsiveness to the Authority’s
technical specifications, staff recommends the award of the subject contract to TPI, the lowest-priced qualified
bidder. The intended term of this contract isfive years, subject to the Trustees' approval, which is hereby requested.
Approval is also reguested for the total estimated amount expected to be expended for the term of the contract,
$220,000.

“In the early 1990s, the Authority awarded a contract to Underground Systems, Inc., with the Trustees’
approval, to design, furnish, deliver, install and commission a cable leak detection system to monitor Feeder Y-49
on the Sound Cable Project for dielectric fluid leaks. The system’s proprietary design is a complex arrangement of
Remote Terminal Units and communication links that monitor cable temperature, flows and other critical
parameters, and perform calculations to determineif thereisaleak. However, the existing system had become
outdated and required updating in order to ensure the reliability and safety of Feeder Y-49. To thisend, anew
contract was awarded to Underground Systems, Inc. (‘USi") (4500112867). Due to scheduling requirements, the
subject contract became effective on October 7, 2005, subject to the Trustees' subsequent approval as soon as
practicable, in accordance with the Authority’ s revised procurement policies and Expenditure Authorization
Procedures. Services comprise the installation of upgraded hardware and associated software, including the
development of acomprehensive leak action procedure, aswell as ongoing maintenance, including annual
calibration and leak testing, and field maintenance, technical support and answering service, as needed. The
upgrade also includes continuous monitoring and review of the cable system on a 24/7/365 basis and provides for
efficient and timely notification of the appropriate partiesin the event of a suspected or actual dielectric fluid leak,
aswell as an answering service that refers such calls regarding alarms and system issues to a designated on-call
employee who would respond to a notification within eight hours. The award was made on a sole source basis,
since USi isthe original equipment manufacturer of the existing proprietary leak detection system and, as such, is
uniquely qualified to modify and upgrade the system, in order to enhance the reliability of Feeder Y-49. The
intended term of this contract isthree years, subject to the Trustees' ratification and approval, which is hereby
requested. Approval isalso requested for the total estimated amount expected to be expended for the term of the
contract, $673,060. It should be noted that all costs will be recovered by the Authority.

“Due to the need to commence services, the contract with Upstate Metrology Inc. (‘UMI") (4600001577)
became effective on March 1, 2006, subject to the Trustees' subsequent approval as soon as practicable, in
accordance with the Authority’ s revised procurement policies and Expenditure Authorization Procedures. The
purpose of this contract isto provide for all labor, supervision, equipment, supplies, aswell as pickup and delivery
service for the calibration of Instrumentation & Control (‘I & C) instruments for the Niagara Power Project. Bid
packages were sent to five firms, including any that may have responded to a notice in the New Y ork State Contract
Reporter; four proposals were received and evaluated. Based on its qualifications, experience and reasonable
pricing, staff recommends the award of the subject contract to UMI, the lowest-priced bidder. The intended term of
this contract is four years, subject to the Trustees' approval, which is hereby requested. Rateswill remain firm for
the duration of the contract. Approval isalso requested for the total estimated amount expected to be expended for
the term of the contract, $100,000.
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FISCAL INFORMATION

“Funds required to support contract services for various Business Units/Departments and Facilities have
been included in the 2006 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. Payment for contractsin support of the Energy Services Programs will
be made from the Energy Conservation Effectuation and Construction Fund. All costs, including Authority
overheads and the cost of advancing funds, will be recovered by the Authority, consistent with the other Energy
Services and Technology Programs.

RECOMMENDATION

“The Deputy Secretary and Deputy General Counsel, the Vice President — Procurement and Real Estate, the
Vice President and Chief Engineer, the Vice President — Project Management, the Vice President — Environmental
Management, the Director — Corporate Support Services, the Director — Energy Services, the Director — Research
and Technology Development, the Director — Human Capital and Devel opment, the Regional Manager — Northern
New Y ork, the Regional Manager — Western New Y ork, the Regional Manager — Central New Y ork and the
Regional Manager — Southeastern New Y ork recommend the Trustees' approval of the award of multiyear
procurement contracts to the companies listed in Exhibit*10-A’ for the purposes and in the amounts set forth above.

“The Executive Vice President — Corporate Services and Administration, the Executive Vice President and
General Counsel, the Senior Vice President — Power Generation, the Senior Vice President and Chief Financial
Officer, the Senior Vice President — Energy Services and Technology and | concur in the recommendation.”

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, the award and funding of the
multiyear procurement services and other contracts set forth in Exhibit
“10-A,” attached hereto, are hereby approved for the period of time
indicated, in theamounts and for the purposes listed therein, as
recommended in theforegoing report of the President and Chief Executive
Officer; and beit further

RESOLVED, That the Chairman, the President and Chief
Executive 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 documentsto effectuate the foregoing
resolution, subject to the approval of the form thereof by the Executive Vice
President and General Counsel.
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11. Procurement (Services) and Other Contracts— Business
Units and Facilities— Extensions, Approval of Additional
Funding and Increase in Compensation Ceiling

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

“The Trustees are requested to approve the continuation and funding of the procurement (services) and
other contracts listed in Exhibit‘ 11-A’ in support of projects and programs for the Authority’s Business
Units/Departments and Facilities. In addition, the Trustees are requested to approve an increase in the compensation
ceiling of the contract with Hawkins Delafield & Wood LLP. Detailed explanations of the nature of such services,
the reasons for extension, the additional funding required and the projected expiration dates are set forth 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
oneyear.

“The Authority’ s revised Expenditure Authorization Procedures require the Trustees' approva when the
cumulative change order value of a personal services contract exceeds the greater of $250,000 or 35% of the
originally approved contract amount not to exceed $500,000, or when the cumulative change order value of anon-
personal services, construction, equipment purchase or non-procurement contract exceeds the greater of $500,000 or
35% of the originally approved contract amount not to exceed $1,000,000.

DISCUSSION

“Although the firms identified in Exhibit ‘11-A’ 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 isrequired because the terms of these contracts exceed one year and/or because the
cumulative change order limits will exceed the levels authorized by the Expenditure Authorization Proceduresin
forthcoming change orders. All of 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 aspecific level of personnel
resources or expenditures.

“Extension of each of the contractsidentified in Exhibit ‘11-A’ is requested for one or more of the
following reasons: (1) additional timeis 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 aproprietary technology or specialized equipment, at reasonably negotiated rates, that the
Authority needs to continue until a permanent system is put in place.

Contractsin Support of Business Units/Departments and Facilities:

Corporate Services& Administration

“The contract with AG Design (4500104322) provides for computer graphic design services in connection
with production of the Authority’s Annual Report online (to adapt it for the Web), as well as for continued
Macl ntosh computer graphics training for the Authority’ s graphic communications group. Adapting the Annual
Report from the print version to the Authority’ s website requires redesign, as well as special website computer
programming, and AG Design is an expert in these areas. The original award, which was competitively bid, became
effective on January 1, 2005 for aninitial term of one year, with an intended option to extend for an additional year.
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A short-term interim extension through March 31, 2006 was authorized in accordance with the Authority’s
Guidelinesfor Procurement Contracts and Expenditure Authorization Procedures. A nine-month extension is now
requested to exercise the intended option in order to continue the af orementioned services, as needed. The current
contract amount is $9,000; it is anticipated that an additional $9,000 will be required for the extended term. The
Trustees are requested to ratify the previously authorized interim extension, to approve an extension of the subject
contract through December 31, 2006 and to approve the additional funding requested.

Eneragy Services & Technology

“The two contracts withBG National Plumbing & Heating, Inc. (4500098159) and National
M echanical Services (4500098356) provide for furnishing, delivering and installing energy-efficient boiler
combustion controls for the New Y ork City Department of Sanitation at its various facilitiesin Brooklyn and
Queens as part of the Authority’s SENY governmental customers Energy Services Program. The original awards,
which were competitively bid, became effective on November 22, 2004 for aterm of lessthan oneyear. The
customer requested that the start of work be deferred from the heating season to the spring/summer season of 2005.
Accordingly, the contractors started the procurement and installation of materials during this period and installation
was expected to be completed within a one-year term. However, due to unforeseen installation conditions,
inspection concerns and changes in the scope of work requested by the customer, the work was not completed within
oneyear. A short-term interim extension through March 31, 2006 was subsequently authorized in accordance with
the Authority’ s Guidelines for Procurement Contracts and Expenditure Authorization Procedures. An additional
two-month extension through May 31, 2006 is now requested to complete the work. The current contract amounts
are $295,965 and $420,704, respectively; staff estimates that additional funding in the amounts of $66,965 and
$37,834 will be required for BG National and National Mechanical, respectively. The Trustees are requested to
ratify the previously authorized interim extension of both contracts, to approve the extension of the subject contracts
through May 31, 2006 and to approve the additional funding requested.

L aw Department

“Thefirm Collier, Halpern, Newberg, Nolletti & Bock, LL P was retained by the Authority to provide
legal representation servicesin connection with a contemplated action in a breach of contract matter. The original
agreement (4500101545), which was awarded as the result of a competitive search, became effective on January 17,
2005 for aninitial term of one year, with an option to extend for one additional year. Because the lawsuit isstill in
the discovery phase, the Authority requires a continuation of the firm’slegal servicesand, accordingly, staff
recommends that the firm’ s contract be continued until the conclusion of thislitigation by way of trial or settlement.
To thisend, aone-year extension is now requested to exercise the option in order to continue services, as needed.
The current contract amount is $75,000; it is anticipated that an additional $20,000 may be required for the extended
term. The Trustees are hereby requested to approve the extension of the subject contract through January 16, 2007,
as well asthe additional funding requested.

Increase in Compensation Ceiling

“Thefirm Hawkins Delafield & Wood LLP provides legal services under a contract (4500087608) that
became effective January 1, 2004 and expires March 31, 2006, as approved by the Trustees at their meetings of
September 23, 2003 and December 13, 2005, respectively. Thisfirm is currently advising the Authority on financial
matters, including bond, note and other debt i ssuances; issues arising under bond and note resolutions; tax issues,
issues relating to hedging instruments; compliance with applicable IRS regulations and miscellaneous issues arising
under the Federal Tax Code. The firm also provides general advice asto the Authority’s statutory powers and
responsibilities, analyzes the effect of legislation amending the Public Authorities Law and provides advice as to
implementation of the public authority’ s reform legislation and regulations recently issued by the State Comptroller.
The Authority, through a notice in the New Y ork State Contract Reporter, solicited submission of qualifications for
awide range of outside legal consulting services, including the types of services provided by thisfirm. In order to
provide for additional timeto review and evaluate all submissions received pursuant to the Request for
Qualifications for consideration by the General Counsel, staff is requesting an additional extension of the existing
contract through June 30, 2006. The current contract amount is $1,040,968 (of the $1,075,000 approved total); staff
anticipates that additional funding in the amount of $650,000 (which includes a projection of $165,000 for the
potential 2006 B bond issuance) may be required. The Trustees are hereby requested to approve the extension of the
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subject contract through June 30, 2006, as well as the additional funding, thereby increasing the compensation
ceiling to $1,725,000.

Power Generation

“The contract with GE International Inc. (4500104542) provides for furnishing, delivering, installing and
testing a spare stator rewinding at the St. Lawrence/FDR Power Project. The original award, which was
competitively bid, became effective on March 17, 2005 for aterm of less than one year. The spare stator has already
been delivered to the site. Due to scheduling requirements for other work, the schedule for the installation of the
spare stator was deferred until the fourth quarter of thisyear. A short-term interim extension through March 31,
2006 was authorized in accordance with the Authority’s Guidelines for Procurement Contracts and Expenditure
Authorization Procedures. An additional 15-month extension is now requested in order to allow sufficient timeto
complete the original scope of work. The current contract amount is $1,758,713; it is currently anticipated that no
additional funding will be required for the extended term. The Trustees' approval isrequested to extend the subject
contract through June 30, 2007 with no additional funding requested.

“The contract with GE Packaged Power Inc. (4500112504) provides for emergency repairsto the high
pressure gas compressor at the Harlem River Yard Unit 2 Small Clean Power Plant. Due to the urgent need to
commence services, the original contract was awarded on a sole source basis and became effective on September 2,
2005. Additional repairsidentified after a detailed inspection of the damaged gas turbine indicated that all high
pressure blades required replacement, as well as additional repairs and replacement of the vanes. The current
contract amount is $907,839; an additional $1,367,700 will be required to close out the contract, subject to final
audit of requested costs by the Authority’s Internal Audits Division. The Trustees are requested to approve the
additional funding requested, thereby increasing the contract amount to $2,275,539. It is currently anticipated that
the Authority will receive reimbursement for its total expenditures less the $1,000,000 deductible from the
Authority’ s property damage insurance policy.

“The contract with Professional Health Services I nc. (4600001436) provides for on-site medical
examinations for approximately 110 employees of the Blenheim-Gilboa Project, in compliance with all applicable
safety and health standards, federal and State requirements or Authority policy. Servicesinclude acomprehensive
annual physical examination and records management services, aswell as respirator clearance examinations, where
applicable, and additional testing for crane operators and various occupational exposures, such as asbestos and high
noise. The original award, which was competitively bid, became effective on May 1, 2005 for aninitial term of one
year, with an option to extend for up to two additional years. A two-year extension is now requested to exercise the
option in order to continue services, as may be required. The current ‘Target Value' is $22,000; it is anticipated that
an additional $60,000 may be required for the extended term. Rateswill remain firm for the duration of the contract.
The Trustees' approval isrequested to extend the subject contract through April 30, 2008, and to approve the
additional funding requested.

“Inthelate 1980’s, the Authority adopted a plan to rehabilitate and upgrade the generating units at the
Niagara Project to increase the use of available water, improve operating efficiency of each unit, allow additional
operating flexibility, and provide for life extension and modernization of the facilities. To thisend, at their meeting
of November 22, 1988, the Trustees approved the award of a contract toVoith Siemens Hydro Power Generation
(*Voith', formerly Voith Hydro Inc.) (CZ6701) for fabrication of a prototype and 13 additional turbines (including
one spare), in theinitial base amount of $39.8M plus escalation. The pricing provisionsin the original contract
included a mechanism for adjusting the contract price to reflect escal ation based on the U.S. Bureau of Labor
Statistics, which would increase the contract authorization for materials and labor based on changes in such indices.
The original terms and conditions of the V oith contract were extended by mutual agreement through 2007. At their
meeting of July 24, 2001, the Trustees approved an extension of the subject contract through the date required to
complete the fabrication of all units, currently expected to be February 28, 2007, and increased the compensation
ceiling to $50,330,000 for the fabrication of four turbines (for the three remaining units and a spare). The current
contract amount is $50,960,539, which includes an additional allocation of $630,539 for partial escalation for the
last turbines fabricated by Voith. The Authority and V oith have finalized the additional costsrelated to final
escalation, aswell as the purchase of necessary spare parts. An additional $1,369,461 is now requested for such
costs and asfinal closeout of this contract. The Trustees are hereby requested to approve the release and allocation
from the previously-approved CEAR of the additional funding requested, thereby increasing the contract amount to
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$52,330,000. It should be noted that this project will be completed approximately $4,000,000 under the approved
CEAR amount and, given the long duration of this contract and the recent volatility of the metals market, the overall
results are considered to be very successful.

FISCAL INFORMATION

“Funds required to support contract services for various Headquarters Office Business Units/Departments
and Facilities have been included in the 2006 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 (‘CEAR). Payment for contractsin support of the Energy Services
Programs will be made from the Energy Conservation Effectuation and Construction Fund. All costs, including
Authority overheads and the cost of advancing funds, will be recovered by the Authority, consistent with the other
Energy Services and Technology Programs.

RECOMMENDATION

“The Deputy Secretary and Deputy General Counsel, the Senior Vice President — Public and Governmental
Affairs, the Vice President — Project Management, the Vice President — Procurement and Real Estate, the Director —
Energy Services, the Regional Manager — Northern New Y ork, the Regional Manager — Western New Y ork, the
Regional Manager — Central New Y ork and the Regional Manager — Southeastern New Y ork recommend the
Trustees' approval of the extensions, additional funding and increase in compensation ceiling of the procurement
contracts listed in Exhibit ‘ 11-A.’

“The Executive Vice President — Corporate Services and Administration, the Executive Vice President and
General Counsel, the Senior Vice President — Power Generation, the Senior Vice President and Chief Financial
Officer, the Senior Vice President — Energy Services and Technology and | concur in the recommendation.”

Mr. Hoff presented the highlights of staff’srecommendationsto the Trustees. In responseto a question
from Chairman Seymour, Mr. Hoff advised that the Authority would be putting out a Request for Proposalsfor
bond counsel services.

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, each of the contractslisted in Exhibit
“11-A,” attached hereto, is hereby approved and extended for the period of
timeindicated, in the amounts and for the purposeslisted therein, as
recommended in theforegoing report of the President and Chief Executive
Officer; and beit further
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RESOLVED, That pursuant to the Authority’s Expenditure
Authorization Procedures, an increase in the compensation ceiling of the
contract with Hawkins Delafield & Wood LLP is hereby approved, as
recommended in theforegoing report of the President and Chief Executive
Officer, in the amount and for the purpose listed below:

Contract Approval

(Increasein Projected
Compensation Closing
o0& M Ceiling) Date

Providefor legal
consulting servicesre
finance, tax and legislative
matters, bond issuance
and other matters, as needed:
Hawkins Delafield & Wood LLP
4500087608
Previously approved amount $1,075,000
Additional amount requested 650,000 06/30/06
REVISED COMPENSATION

CEILING $1,725.000

AND BE IT FURTHER RESOLVED, That the Chairman, the
President and Chief Executive 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 documentsto
effectuate the foregoing resolution, subject to the approval of theform
thereof by the Executive Vice President and General Counsel.
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12. Appointmentsto the Gover nance Committee and
Appointment of Additional Member to the Audit Committee

The Chairman submitted the following report:
SUMMARY

“The Trustees are requested to make certain appointments to the Audit Committee and Governance
Committee. On February 28, 2006, the Trustees, in accordance with the provisions of the Public Authorities
Accountability Act, established a Governance Committee by amending the Authority’s By -laws and creating a new
Section 3, Article V. Also, on February 28, 2006, the Trustees amended Section 2, Article V of the By-laws by
increasing the membership of the Audit Committee to three members. This resolution provides for the appointment
of members to the Governance Committee and Audit Committee.

BACKGROUND

“The Charter of the Governance Committee, adopted by the Trustees on February 28, 2006, provides that
two (2) members are to be selected from eligible Trustees by vote of the Trustees and serve for a period of four
years subject to their term of office, and may serve for additional periods subject totheir term.

“The Charter of the Audit Committee, as amended by the Trustees on February 28, 2006, provides that
three (3) members are to be selected from eligible Trustees by vote of the Trustees and serve for a period of four
years subject to their term of office, and may serve for additional periods subject to their term.

DISCUSSION

“In accordance with Article V, Section 3 of the Authority’ s By -laws, the Charter of the Governance
Committee (Exhibit ‘12-A," attached hereto), which authorizes the Committee to oversee the activities, policies and
procedures of the ethics, procurement and real estate staff of the Authority as adopted at the meeting of February 28,
2006, the Trustees are requested to select Trustees Elise M. Cusack as Chairperson and Thomas W. Scozzafava asa
member of the Governance Committee, effective March 28, 2006.

“In accordance with Article V, Section 2 of the Authority’s By -laws, which authorizes the Audit
Committee to oversee the activities, policies and procedures of the ethics, procurement and real estate staff of the
Authority, adopted December 17, 1996, and as amended February 28, 2006, the Trustees are requested to select
Trustees Thomas W. Scozzafava as a member of the Audit Committee and Michael J. Townsend be designated as
Chairman of the Audit Committee, effective March 28, 2006.”

RECOMMENDATION

The following resolution, as submitted by the Chairman, was unanimously adopted.

RESOLVED, That Trustees Elise M. Cusack and ThomasW.
Scozzafava ar e her eby selected as members of the Gover nance Committee,
and that Elise Cusack serve as Chair person of the Governance Committee
effective March 28, 2006, to serve for termsending March 28, 2010; and be
it further

RESOLVED, That Trustees ThomasW. Scozzafava is her eby
selected as a member of the Audit Committee and Michael J. Townsend be
designated as Chair of the Audit Committee, effective March 28, 2006, to
servefor aterm ending March 28, 2010: and beit further



RESOLVED, That the Chairman, the President and Chief
Executive 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 documentsto effectuate the foregoing
resolution, subject to the approval of the form thereof by the Executive Vice
President and General Counsel.
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13. Notice of Proposed Rule Making— Revisionsto Authority’s
State Environmental Quality Review Act Regulations (21 NYCRR Part 461)

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

“The Trustees are requested to authorize the Executive Vice President and General Counsel and his
designees to publish a Notice of Proposed Rule Making (‘ NOPR') in the New York State Register in connection
with the proposed adoption of amendments to the Authority’ s regulations implementing the State Environmental
Quality Review Act (‘SEQRA "), which appear as Part 461 of Chapter 21 of the New Y ork Code of Rules and
Regulations (NY CRR') and are attached hereto as Exhibit‘ 13-A’ (the ‘Part 461 regulations’). The Trustees are
further requested to authorize the Executive Vice President and General Counsel and his designees to make any and
all other filings and take all steps necessary or appropriate therewith in accordance with the requirements of the
State Administrative Procedures Act (‘SAPA’), the Executive Law and SEQRA.

BACKGROUND

“SEQRA, signed into law by Governor Carey in 1975, directs State agencies (aterm that includes public
authorities) to review their regulations, policies and procedures for the purpose of insuring conformity of the same
with the ‘purposes and provisions’ of SEQRA (Environmental Conservation Law, Section 8-109). Various sections
of SEQRA and the implementing regulations adopted by the New Y ork State Department of Environmental
Conservation (‘DEC') make it clear that an agency may adopt its own ‘SEQRA regulations’ and that, once adopted,
such agency-specific regulations will generally supersede the DEC regulations. Both the DEC regulations and the
Part 461 regulationsinclude alist of actions that are categorically excluded from the process established by SEQRA
for review of environmental impacts and which are referred to as‘ Type |l actions!

“Until 1985, the Authority relied on internal memorandato guide its implementation of the requirements of
SEQRA. Following a public hearing, the Trustees at their meeting of June 25, 1985 approved the Part 461
regulations, and the Authority has used them since that time to implement the requirements of SEQRA. The Part
461 regulations have not been amended since they were originally adopted.

DISCUSSION

“Changesin law and circumstances occurring in the last two decades make amendments to the Part 461
regulations appropriate at thistime. SEQRA has been amended on a number of occasions and several provisions
and references appearing in the Part 461 regulations have become obsol ete, such as the continued identification of
the location of DEC’ s headquarters as 50 Wolf Road, a building vacated by DEC more than three years ago. In
addition, the Authority’ s Environmental Division has carefully reviewed the list of Type Il actions appearing in the
Part 461 regulations (the ‘Type Il List') and elicited from all business units within the Authority suggestions
regarding the updating of the same. In order to reflect the changesin law and circumstances, aswell asthe
Authority’ s desire to make certain convenient changes to the Type |l List and to other aspects of the Part 461
regulations, the Environmental Division and the Law Department have prepared arevised text of the Part 461
regulations (the ‘Revised Part 461 regulations’). Among other things, the revised text adds provisions for electronic
filing viae-mail, updates definitions and corrects a number of cross-references.

“On December 16, 2005, in accordance with Executive Order No. 20, a Notice of Intent for Rule Making,
together with other supplementary materials, was submitted to the Governor’ s Office of Regulatory Reform
( GORR') regarding the proposed amendments to the Part 461 regulations. GORR authorized the Authority to
proceed with the filing of the NOPR on March 9, 2006. Copies of the proposed amendments and the letter
authorizing the Authority to proceed are attached hereto as Exhibits‘13-B’ and * 13-C,’ respectively.

“SAPA requires that, prior to action adopting the Revised Part 461 Regulations, the NOPR be published in
the New Y ork State Register. In addition, the Executive Law requires that the notice be transmitted to the
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Temporary President of the Senate and the Speaker of the Assembly. SEQRA itself requires that a public hearing be
held concerning the proposed amendments. Accordingly, notice of such hearing will be published in due course.

“Following conclusion of the hearing and consideration of all comments received, the Trustees will be
requested to consider revisions to Part 461 regulations at a subsequent meeting.

RECOMMENDATION

“The Executive Vice President and General Counsel and the Vice President — Environmental Management
recommend that the Trustees authorize the Executive Vice President and General Counsel and his designeesto file a
Notice of Proposed Rule Making in the New Y ork State Register in connection with the proposed adoption of the
Revised Part 461 regulations and to make any and all other filings and take all steps necessary or appropriate
therewith in accordance with the requirements of the State Administrative Procedures Act, the Executive Law and
the State Environmental Quality Review Act.

“| concur in the recommendation.”

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

RESOLVED, That the Executive Vice President and General
Counsel and Deputy Secretary or his designees be, and hereby are,
authorized to file a Notice of Proposed Rule Making in the New York State
Register in connection with the proposed adoption of the Revised Part 461
regulations and to make any and all other filings and take all steps
necessary or appropriate therewith in accor dance with the requirements of
the State Administrative Procedures Act, the Executive Law and the State
Environmental Quality Review Act; and beit further

RESOLVED, That the Chairman, the President and Chief
Executive 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
certificates, agreements 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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14. 500 MW Combined Cycle Plant — Welsbach Electric Corp. —138 kV
Transmission Contract — Increasein CEAR and Compensation Ceiling

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

“The Trustees are requested to authorize an additional $5 million in capital expenditures for the 500 MW
Combined Cycle Plant. Thisamount will allow for the cost and use of fuel during commissioning and provides

contingency funding for resolution of a potential commercial issue.

“The Trustees are also requested to approve a $472,100 increase for Welsbach Electric Corp. (‘Welsbach’)
to perform additional work and for final close-out of all contractual items with Welsbach.

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 aperiod in excess of
oneyear.

“Also, in accordance with the Authority’ srecently revised Expenditure Authorization Procedures, the
Trustees' approval isrequired for additional funding in excess of $1,000,000 for non-personal services, construction
and equipment contracts, where it isimpractical to rebid.

“The 500 MW Combined Cycle Plant was declared commercial on December 31, 2005.

DISCUSSION

CEAR Increase for Fuel and Contingency

“During the September to December start-up and commissioning period, fuel and chemicals consumption
exceeded energy sales to the New Y ork Independent System Operator ( NY1SQO') by approximately $6 million.
Thiswas due primarily to the spikein fuel prices resulting from Hurricane Katrina' s disruption of energy markets.
The negative variance between fuel cost and energy sales necessitates an increase in project cost. The Capital
Expenditure Authorization Request (‘CEAR') also includes an allocation for resolution of potential commercial
issues.

“ Staff notes thisincrease inthe CEAR does not include any additional costs currently claimed by General
Electric.

Welsbach Electric Corp.

“During construction of the transmission line between the 500 MW Combined Cycle Plant and the
Consolidated Edison Astoria West Substation, Welsbach was authorized to proceed with additional work including
relocation of conduits, addition of high-tension line material, and modification of the grounding system. Welsbach
also implemented unanticipated additional environmental personnel protection measures, and incurred increased
costs associated with work completed. The aggregate value of thiswork is $472,100.

FISCAL INFORMATION

“Payment will be made from the Capital Fund and will be financed by the issuance of up to $5 million of
the Authority’s Commercial Paper Notes.
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RECOMMENDATION

“The Deputy Secretary and Deputy General Counsel, the Vice President — Project Management and the
Vice President — Procurement and Real Estate recommend that pursuant to the Guidelines for Procurement Contracts
and the Expenditure Authorization Procedures adopted by the Authority, the Trustees approve anincrease in the
Capital Expenditure Authorization Reguest for the 500 MW Combined Cycle Project and also authorize an increase
in the Transmission Line Contract with W elshach Electric, Corp., as discussed herein.

“The Executive Vice President — Corporate Services and Administration, the Executive Vice President and
General Counsel, the Senior Vice President and Chief Financial Officer, the Senior Vice President — Power
Generation, the Vice President — Controller and | concur in the recommendation.”

Mr. Antenucci presented the highlights of staff’srecommendationsto the Trusteesand stated in response
to questionsthat thisclaim covered everything except certain Sattery-related matters. In responseto afurther
question from Vice Chairman M cCullough, Mr. Antenucci said that the contract did not result in any third-party
claims. However, President Carey clarified that the part of the contract related to fuel may berelated to the third
party claims, but that the part related to electricity wasnot.

RESOLVED, That pursuant to the Guidelines for Procurement
Contracts and the Expenditure Authorization Procedur es adopted by the
Authority, additional capital funding is hereby approved to be committed

for the 500 MW Combined Cycle Plant at the Charles A. Poletti Power
Project sitein the amounts and for the purposes listed below:

Previously Total
Current | Authorized | Current | Authorized
Edgtimate Amount Request | Amount
Description ($000) ($000) ($000) ($000)
L egal/Licensing $10,600 $10,600 0 $10,600
Engineering/CM $34,930 $35,600 ($670) $34,930
Procurement $245,750 $243,000 | $2,750 $245,750
Construction $411,154 $414,000 | ($2,846) $411,154
Working Capital $6,030 $1,000 | $5,030 $6,030
Direct/Indirect $36,536 $35,800 $736 $36,536
Total $745,000 $740,000 $5,000 $745,000

AND BE IT FURTHER RESOLVED, That the Trustees hereby
authorizethe funding of an additional $5 million in capital expendituresfor
the 500 MW Combined Cycle Plant through the issuance of up to $5 million
of the Authority’s Commercial Paper Notes,series1, Series2 or Series3;
and beit further



RESOLVED, That pursuant to the Authority’s Expenditure
Authorization Procedures, authorization for an additional commitment in
the amount of $472,100 to Welsbach Electric Corp. for settlement of all
claims and completion of the Transmission Line Contract, is also hereby
approved asfollows:

Total
Initial Additional Expend-
Contract | Subsequent | Current iture
Capital Autho Autho- Autho- Autho-
rization rization rization rization
Welsbach
Electric Co. $3,000,000 $773,226 | $472,100 | $4,245,826

AND BE IT FURTHER RESOLVED, That the Chairman, the
President and Chief Executive 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 documentsto
effectuate the foregoing resolution, subject to the approval of theform
thereof by the Executive Vice President and General Counsel.
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15. Motion to Conduct Executive Session

“Mr. Chairman, | movethat the Authority conduct an executive session to discuss (i) mattersrelated to
potential judicia and administrative litigation relating to particular corporationsand (ii) mattersleading to the

award of contractsto a particular corporation.” Upon motion moved and seconded, an executive session was held.
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16. Motion to Resume M eeting in Open Session

“Mr. Chairman, | move to resuméhe meeting in open €ssion.” Upon motion moved and seconded, the

meeting resumed in open session.
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17. Other
Chairman Seymour acknowledged the presence of Mr. Edward Gibbs, Executive Director of the County

of Westchester Public Utility Service Agency, at the mesting.
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18. Next Meeting

The next Regular Meeting of the Trustees will be held onFriday, April 28, 2006, at 11:00 a.m., at the
Clarence D. Rappleyea Building in White Plains, unless otherwise designated by the Chairman with the

concurrence of the Trustees.
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Closing

On motion duly made and seconded, the meeting was adjourned by the Chairman at approximately
12:15 p.m.

AT

Thomas J. Kelly
Executive Vice President and General Counsel
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