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November 15, 2011

Minutes of the Regular Meeting of the Power Authority of the State of New York held at the Clarence D.
Rappleyea Building, 123 Main Street, White Plains, New York at approximately 11:00 a.m.

The Members of the Board present were:

Michael J. Townsend, Chairman
Jonathan F. Foster, Vice Chairman
D. Patrick Curley, Trustee
John S. Dyson, Trustee
R. Wayne LeChase, Trustee
Eugene L. Nicandri, Trustee
Mark O’Luck, Trustee

----------------------------------------------------------------------------------------------------------------------------------------------------
Gil C. Quiniones Acting President and Chief Executive Officer
Judith C. McCarthy Acting General Counsel
Donald Russak Acting Chief Financial Officer
Thomas Antenucci Senior Vice President – Power Supply Support Services
Steve DeCarlo Senior Vice President – Transmission
Thomas DeJesu Senior Vice President – Public, Governmental and Regulatory Affairs
Paul Finnegan Senior Vice President – Public, Governmental and Regulatory Affairs
James Pasquale Senior Vice President – Marketing and Economic Development
Joan Tursi Senior Vice President – Corporate Support Services
Paul Belnick Vice President – Energy Services – Energy Services and Technology
John Canale Vice President – Project Management
Thomas Davis Vice President – Financial Planning and Budgets
Dennis Eccleston Vice President – Information Technology/Chief Information Officer
Michael Huvane Vice President – Marketing – Business and Municipal Marketing
John Kahabka Vice President – Environmental, Health and Safety
Joseph Leary Vice President – Community and Government Relations
Lesly Pardo Vice President – Internal Audit
Scott Scholten Vice President and Chief Risk Officer – Energy Risk Assessment and Control
John Suloway Vice President – Project Development, Licensing and Compliance
Lori Alesio Assistant General Counsel – Human Resources and Labor Relations
Vincent Esposito Assistant General Counsel – Legislative and Regulatory Affairs
Karen Delince Corporate Secretary
Brian McElroy Treasurer
Jill Anderson Director – Business Integration
John Brennan Director – Strategy and Governance
Robert Knowlton Director – Civil/Structural Engineering
Mike Lupo Director – Marketing Analysis and Administration
Michael Saltzman Director – Media Relations
Lynn Hait Regional Manager Central NY – Site Administration, B-G
Gary Schmid Manager – Network Services Infrastructure
Kevin O’Keeffe Manager – Video Production Services – Media Relations
Meg Smilowitz Manager – SAP Portfolio, Application Services
Ali White Senior Attorney I – Human Resources and Labor Relations
Tannille Santos Conservation Engineer – Energy Services and Technology
Trish Hennessy Photographer – Video and Photographic Services
Michael Schneider Contractor – Media Relations
Lorna M. Johnson Assistant Corporate Secretary
Sheila Baughman Senior Secretary – Corporate Secretary’s Office
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Mikey Wade Intern
Kenneth F. Deon Managing Partner, KPMG LLP
Brendan Kennedy Senior Manager, KPMG LLP

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

Chairman Michael Townsend welcomed the Trustees and staff to the meeting.

1. Approval of the November 15, 2011 Meeting Agenda

On motion made and seconded, the agenda for the meeting was approved as amended.
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2. Consent Agenda

On motion made and seconded, the Consent Agenda was approved. Trustee Curley recused himself as

regards the vote on item #2c – Expansion Power Contracts with Moog, Inc. and Try-It Distributing Co., Inc. –

Transmittal to the Governor.



November 15, 2011

5

a. Approval of the Minutes

The Minutes of the Regular Meeting held on October 25, 2011 were unanimously adopted.
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b. Inclusion of Independent Not-for-Profit
Institutions of Higher Education in the
Statewide Energy Services Program

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

SUMMARY

“The Trustees are requested to authorize the inclusion of independent not-for-profit colleges and
universities within New York State as eligible participants in the Statewide Energy Services Program (‘Statewide
ESP’). As deemed feasible and advisable by the Trustees, pursuant to a recent amendment to Chapter 477 of the
Laws of 2009 (Public Authorities Law §1005(17)) recently signed by Governor Cuomo, the Authority was
authorized to finance and design, construct, implement, provide and administer energy related projects, programs
and services for this group of prospective customers. If authorized by the Trustees, all Authority costs will be
recovered directly from each participating not-for-profit college or university.

BACKGROUND

“Since the 1980s, the Authority, through its Energy Services Programs (‘ESP’), has offered various types
of energy services and clean energy technology programs to participants throughout the State to help them lower
their energy usage and/or achieve cleaner and more energy-efficient use of energy and natural resources.

“As an outgrowth of the State’s continuing efforts in the areas of energy efficiency and clean energy
technologies (e.g., its 45x15 goal to meet 45% of the State’s electricity needs through improved energy efficiency
and renewable sources by 2015 and Executive Order No. 111, which requires agencies to reduce energy
consumption while transitioning to renewable energy sources), the State signed into law Chapter 477 of the Laws of
2009 on September 16, 2009. Governor Cuomo amended Section 1005 of the Public Authorities Law by adjusting
subsection 16 (now 17) which enhanced the Authority’s ability to provide energy efficiency, clean energy and green
building programs and services to reduce energy consumption and mitigate environmental impacts from energy
usage and eliminated the sunset date originally designated. Subsequently, he signed into law, effective August 31,
2011, the Authority’s ability to carry out energy efficiency and clean energy projects for independent, not-for-profit
colleges and universities.

“The amendment now authorizes the inclusion of this new customer group of independent not-for-profit
institutions of higher learning for energy efficiency services consistent with the State’s energy and environmental
policies.

DISCUSSION

“There are more than100 independent not-for profit colleges and universities in the State. The addition of
these institutions as eligible participants in the Statewide ESP would assist these institutions to address critical
energy efficiency concerns, help them to reduce their energy costs, free up monies for capital expenses, which in
turn could have a favorable impact on tuition and fees. All Authority costs will be recovered directly from each
participating institution.

“Assisting these institutions of higher education has benefits for the State:

 The facilities in the new market serve over 450,000 undergraduate and graduate students. More than
300,000 of these students are New York residents. Fifty-four percent of the baccalaureate degrees,
seventy-three percent of the master’s degrees and seventy-nine percent of the doctoral and first professional
degrees earned in the State are from these institutions;

 Boost local economy – the schools in nine of the State’s counties provide five percent or more of those
counties’ total local employment;
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 These institutions contribute $54 billion to the economy, employ 174,000 people and sponsor 500 research
centers and institutes that are available to businesses and local communities.

“If approved by the Trustees, the Statewide ESP projects, programs and services will be available to not-
for-profit colleges and universities that sign a cost-recovery agreement and commit to repay the Authority for the
costs associated with any financing provided for eligible ESP project(s).

FISCAL INFORMATION

“No additional funding is requested for the implementation of energy-related projects, programs and
services to be included in the Statewide ESP for the benefit of the independent not-for-profit institutions. Funding
will be provided through Authority financing options previously approved by the Trustees for Statewide ESP. In
addition, projects may be funded, in part, with monies from the Petroleum Overcharge Restitution (‘POCR’) fund.
All Authority costs, including Authority overheads, excluding any grant of POCR funds, will be recovered from the
individual participating institution, similar to other Energy Services and Technology programs. The Authority will
continue to evaluate each applicant in order to best mitigate risk of loss to the Authority.

RECOMMENDATION

“The Vice President – Energy Services and Technology recommends that the Trustees approve the
inclusion of independent not-for-profit colleges and universities in the Statewide Energy Services Program.

“For the reasons stated, I recommend the approval of the above-requested action by adoption of a
resolution in the form of the attached draft resolution.”

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

RESOLVED, That the Trustees authorize inclusion of independent
not-for-profit colleges and universities into the Statewide Energy Services
Program as described in the foregoing report of the Acting President and
Chief Executive Officer; and be it further

RESOLVED, That the funding for the energy related projects,
programs and services for the benefit of the independent not-for-profit
institutions be provided through Authority financing options previously
approved by the Trustees for Statewide Energy Services Programs;

Commercial Paper Program/ Statewide ESP
Operating Fund/POCR Authorization

Previously Authorized $833 million
Additional Funding $ 0 million
Total Amount Authorized $833 million

AND BE IT FURTHER RESOLVED, That the Vice President –
Energy Services and Technology is authorized to determine which projects
in the Statewide Energy Services Programs will be deemed to be energy
services projects within the meaning of Section (7) of Part P of Chapter 84
of the Laws of 2002 (the “Section (7) POCR Legislation”) to be funded, in
part, with Petroleum Overcharge Restitution (“POCR”) Funds allocated
pursuant to the Section (7) POCR Legislation; and be it further

RESOLVED, That POCR funds allocated to the Authority by the
Section (7) POCR Legislation may be used to the extent authorized by such
legislation, in such amounts as may be deemed necessary or desirable by the
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Vice President – Energy Services and Technology to finance Statewide
Energy Services Program projects; and be it further

RESOLVED, That the Chairman, the Vice Chairman, the Acting
President and Chief Executive Officer, the Acting Chief Operating Officer
and all other officers of the Authority are, and each of them hereby is,
authorized on behalf of the Authority to do any and all things and take any
and all actions and execute and deliver any and all certificates, agreements
and other documents to effectuate the foregoing resolution, subject to the
approval of the form thereof by the Acting General Counsel.
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c. Expansion Power Contracts with Moog, Inc. and Try-It
Distributing Co., Inc. – Transmittal to the Governor

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

SUMMARY

“The Trustees are requested to approve the proposed agreements (‘Agreements’) for the sale of Expansion
Power to Moog, Inc. (‘Moog’) and Try-It Distributing Co., Inc. (‘Try-It’) and to authorize their transmittal to the
Governor. The proposed Agreements with Moog and Try-It are attached as Exhibits ‘2c-A’ and ‘2c-B,’
respectively.

BACKGROUND

“At their July 26, 2011 meeting, pursuant to criteria set forth in §1005 (13) of the Public Authorities Law
(‘PAL’), the Trustees approved 300 kilowatt (‘kW’) and 200 kW Expansion Power allocations to Moog and Try-It,
respectively, each for a term of five years. The Trustees also authorized a public hearing, pursuant to §1009 of the
PAL, on the proposed Agreements to effectuate the sale of power and energy for the allocation to the companies.

“In return for the 300 kW allocation, Moog, a designer and manufacturer of precision motion control
equipment, committed to invest $13 million to build and equip a new, two-story, 68,000 square-foot corporate
shared services building at its East Aurora campus. As a result of this project, the company would commit to
creating 70 new jobs in addition to the nearly 2,500 existing high-quality jobs.

“In return for the 200 kW allocation, Try-It, a wholesale beverage distributor located in Depew, New York,
committed to invest a total of $14.0 million to expand its existing office and warehouse facility by over 100,000
square feet. A majority of the new space will be climate controlled warehousing operations. As a result of this
expansion project, the company would commit to creating 23 new jobs above its existing 242 jobs.

“Regarding the proposed Agreements, firm electric service will be equivalent to that provided to all other
Authority firm hydropower customers and subject to pro-rata curtailment when there is insufficient generation at the
Niagara and St. Lawrence/FDR facilities to meet the energy requirement of the firm hydropower customers. The
allocations will be subject to enforceable employment commitments. The Agreements include an annual job
reporting requirement with a job compliance threshold of 90%. Should the ratio of actual jobs reported to jobs
committed fall below the compliance threshold, the Authority have the right to reduce the hydropower allocation on
a pro-rata percentage basis.

“Electricity will be sold directly to the customers (‘direct service’), with delivery service provided by New
York State Electric and Gas, the local distribution company. The rates, terms, and conditions for direct EP sales, as
applicable to all other direct service EP allocations, are contained in the ‘Schedule of Rates for Sale of Expansion
Power – Service Tariff No. EP-1,’ that is effective through June 30, 2013. Thereafter, sales for these Agreements
and all EP and Replacement Power allocations will be served under the ‘Schedule of Rates for Sale of Firm Power
to Expansion and Replacement Customers located In Western New York – Service Tariff No. WNY-1.’

“Regarding the status of the individual expansion projects, both Moog and Try-It’s projects have
commenced and are progressing as planned. If the Agreements are approved by the Trustees and the Governor, the
individual customer agreements will only be executed after a project review is completed by and to the satisfaction
of the Authority.

DISCUSSION

“A public hearing on the Agreements was held on October 4, 2011 at the Niagara Power Project’s Power
Vista Visitor Center in Lewiston. There were no oral statements made at the public hearing and no written
statements were submitted. The official transcript of the public hearing is attached as Exhibit ‘2c-C.’ As such, the
Agreements are submitted for final approval as proposed.
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RECOMMENDATION

“The Manager – Business Power Allocations and Compliance recommends that the Trustees approve the
proposed Agreements for the sale of Expansion Power to Moog, Inc. and Try-It Distributing Co., Inc. and authorize
the transmittal of the Agreements to the Governor for approval.

“For the reasons stated, I recommend the approval of the above-requested action by adoption of a
resolution in the form of the attached draft resolution.”

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

RESOLVED, That the Expansion Power agreements for the
sale of hydroelectric power and energy generated by the Authority for
sale to Moog, Inc. and Try-It Distributing Co., Inc., respectively, are in
the public interest and should be submitted to the Governor for
approval and that the agreements, along with the record of the public
hearing thereon, be forwarded to the Speaker of the Assembly, the
Minority Leader of the Assembly, the Chairman of the Assembly Ways
and Means Committee, the Temporary President of the Senate, the
Minority Leader of the Senate and the Chairman of the Senate Finance
Committee; and be it further

RESOLVED, That the Chairman and the Corporate Secretary
be authorized and directed to execute such agreements in the name of
and on behalf of the Authority after it has been approved by the
Governor; and be it further

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

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

a. Report of the Acting President and Chief Executive Officer

Acting President and Chief Executive Officer Quiniones discussed the Authority’s performance, as

reflected in the performance matrix developed by Authority staff, and highlighted some of the key initiatives. He

said that the Authority is performing well operationally and financially.

Key Issues

Governor’s Energy Efficiency Initiative

Acting President and Chief Executive Officer Quiniones said that because of the Authority’s success in

its energy efficiency program, Authority staff is assisting the Governor’s office staff in their effort to accelerate

the implementation of energy efficiency initiatives in public buildings around the state.

Recharge New York

Acting President and Chief Executive Officer Quiniones said that, to date, staff has received 133

completed applications for power under the new Recharge New York (“RNY”) Program with approximately 600

additional applications in progress in the online system. Staff from Marketing and Public and Governmental

Affairs continue to visit stakeholders around the State in order to explain the program and the application

process.

Proposed Hydro Rate Increase

Acting President and Chief Executive Officer Quiniones said that based on comments received at the

public forum to consider the hydropower rate increase, staff will be recommending that the rates be modified

downward from the initial proposal. He thanked Trustee Dyson for his input in identifying measures to reduce

the Authority’s expenses, adding that these measures will continue with the objective of achieving ten percent

reductions in overhead expenses in keeping with the Governor’s goal.

In response to a question from Trustee Nicandri, Acting President and Chief Executive Officer

Quiniones said that two employees have been assigned to support the Governor’s office with regard to its energy

efficiency initiative. He said the assignment will be for approximately six months and they will be providing

technical expertise for the development of the program.

In response to a question from Trustee LeChase, Acting President and Chief Executive Officer

Quiniones said that the number of applications received, to date, for the RNY program is less than anticipated;
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but it is expected additional applications will be submitted. He added that RNY is a very valuable program, and,

eventually, the number of potential customers applying for the program will increase.

In response to a question from Chairman Townsend, Acting President and Chief Executive Officer

Quiniones said that although customers who were a part of the Power for Jobs (“PFJ”) or Energy Cost Savings

Benefit (“ECSB”) programs are more aware of the new program because of the Authority’s outreach activities,

the Authority is expecting to receive applications from new businesses that are not a part of the PFJ or ECSB

program.

In response to a question from Trustee Curley, Acting President and Chief Executive Officer Quiniones

said that under the Recharge New York program, applications go through the Central Funding Application

(“CFA”) process and that the Regional Economic Development Councils have access to the applications

submitted through the CFA. In response to further question from Trustee Curley, Acting President and Chief

Executive Officer Quiniones said that no applications have been rejected by the Authority; staff reviews the

applications and if they are incomplete, staff will contact the applicant and assist them with the application.
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b. Report of the Acting Chief Operating Officer

Senior Vice President – Power Supply Support Services, Mr. Thomas Antenucci, provided highlights of

the report to the Trustees.

Performance Measures

 Net Generation exceeded projections; transmission reliability measures exceeded its target and there

were no significant transmission events in October.

Key Issues

Forced Outages

 500 MW Plant – two forced outages from problems on Unit 7B which tripped out of service on
September 27 and had an oil leak on October7th. The unit was repaired and returned to service on
October 7 and 10, respectively.

 Y-49 feeder located near the east Garden State substation – reason for outage has been located and
the unit is in the process of being repaired.

Planned Maintenance Outages

 Richard M. Flynn Power Plant – scheduled to return to service by the end of November.

 Niagara-Lewiston Plant – replacement of the generator step-up transformer to be completed in
December.

 Blenheim-Gilboa Project – Unit #3 expect to return to service by the end of the week.

Technical Compliance – NERC Reliability Standards

 The Northeast Power Coordinating Council (“NPCC”) conducted a Culture of Compliance Survey

of its 350 registered entities. On October 18, the Authority received a letter from NPCC stating that

the Authority has demonstrated that it meets or exceeds all minimum characteristics for a favorable

culture of compliance.
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c. Report of the Acting Chief Financial Officer

Acting Chief Financial Officer, Mr. Donald Russak, provided highlights of the report to the Trustees.

He said that the Authority continues to perform well financially. For the period ended October 30, 2011, Net

Income was $19 million, which is $7 million above budget. Net Income through October 31, 2011 is $211 million;

this amount is $62 million above budget.

In response to a question from Vice Chairman Foster, Mr. Russak said that the lower capacity prices in

the marketplace have a greater effect on the Blenheim-Gilboa (“B-G”) Power Plant than the Niagara and St.

Lawrence-FDR Plants because B-G receives a higher percentage of its revenues from the capacity market. In

response to a question from Trustee Nicandri, Mr. Russak said that the overall revenue impact at B-G is the

result of a combination of the lower capacity prices and the reduced on-peak and off-peak price differentials in

the energy market.

Mr. Russak continued that the Operating Fund balances for October increased temporarily because of

the proceeds from the 2011 bond sale; this will be used to refund the 2001 series bonds during November. Mr.

Russak ended by stating that the 2012 budget briefing package is being prepared for the Trustees’ review. Staff

will also set up individual briefings with the Trustees to answer any questions they may have. In response to a

question from Trustee Nicandri, Mr. Russak said that the 2012 budget will be presented to the Trustees for

approval at the December meeting. In response to a question, from Trustee O'Luck, Mr. Russak said that last

year the Authority did have a flat budget, however, later in the year, staff sought and received approval from the

Trustees for an adjustment to that budget.
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4. Hydroelectric Preference Power Rates - Notice of Adoption

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

SUMMARY

“The Trustees are requested to adopt a final rule with respect to the preference power rates supplied from
the Niagara and St. Lawrence/FDR Hydroelectric Projects (individually, ‘Niagara Project’ and ‘St. Lawrence
Project,’ and collectively, the ‘Hydro Projects’). The rates have been modified downward from the change proposed
at the July 26, 2011 meeting of the Trustees as a result of the public comment process. Such rates apply to the
Authority’s hydroelectric sales to forty-seven municipal electric systems and four rural electric cooperative
customers located in-state (collectively, the ‘NY Munis & Coops’), the neighboring states customers (‘NS
Customers’)*, three upstate investor-owned utilities (for the benefit of their residential customers) and the Niagara
Project relicensing customers.† Under the 41-month final rate plan proposed by Authority staff, new rates would
commence December 1, 2011, with subsequent increases starting May 2012, 2013 and 2014, and concluding on
April 30, 2015. The commencement of new rates would be delayed one month from staff’s original proposal as a
result of the Authority’s decision to extend the end of the public comment period from October 3, 2011 to October
24, 2011. This proposal would increase rates for a typical municipal system residential customer by less than 60
cents per month for each year of the phase-in period, which cost represents less than 1% of the total bill, and by less
than 5 cents per month for each year of the phase-in period for a typical utility residential customer, which is also
well below 1%.

“The Trustees are also requested to authorize the Corporate Secretary to publish a Notice of Adoption in
the New York State Register (‘State Register’) regarding the final rate plan.

BACKGROUND

“At their meeting of July 26, 2011, the Trustees authorized publication in the State Register of a Notice of
Proposed Rulemaking (‘NOPR’) to increase the preference power rates. The proposed rate plan was prepared by
Authority staff and explained in its July 2011 report on ‘Preliminary Staff Report, Hydroelectric Production Rates,
Rate Modification Plan – Rate Years 2011-2014’ (referred to herein as the ‘Preliminary Staff Report’ and included
in Appendix ‘4-B’ to this report). The proposed rate plan was based on the results of staff’s preliminary 2011
hydroelectric cost-of-service (‘Hydro CoS’ or ‘CoS’) study. The July NOPR sought to increase the effective rates to
$11.42 per MWh for the 2011 rate year as compared to the 2008 rate level of $10.71 per MWh at the time the rates
were frozen in April 2009, and added gradual increases from the 2012 through 2014 rate years with a proposed final
effective rate of $13.87 per MWh.

“The current rates, which end on November 30, 2011, are based on the ratemaking methodologies adopted
by the Trustees at their meetings approving earlier increases to the preference rate in 2003 and 2007, which are also
reflective of the same cost-of-service principles agreed to by the NY Munis & Coops, the NS Customers and the
Niagara Project relicensing customers through either settlements or in their purchase contracts with the Authority.
Except as noted below, those same CoS principles are continued in this Preliminary Staff Report.

“The customers were provided with written notice of the Preliminary Staff Report and notice of three
public forums shortly after July 26, 2011. The NOPR was published in the State Register on August 17, 2011
together with notices of public forums on this rate proposal to be held for the purpose of obtaining the views of
interested parties.

“After issuing the Preliminary Staff Report, Authority staff met with various customer groups and elected
officials and entertained extensive discovery regarding the proposed rate plan. Staff responded to 128 data requests
from the following parties: the Municipal Electric Utilities Association (‘MEUA,’ 35 requests), the New York

* These customers are certain municipal utility systems in the states of Connecticut, Massachusetts, New Jersey,
Ohio, Pennsylvania, Rhode Island and Vermont.
† These customers include the seven ‘host communities’ (e.g. cities, towns and school districts) located in the
vicinity of the Niagara Project and the Tuscarora Nation.
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Association of Public Power (‘NYAPP,’ 64 requests) and the NS Customers (29 requests). Many requests were
answered with work papers supporting the CoS calculations, but several others required detailed explanations,
sometimes with attachments of financial or Hydro Project data.

“Public forums were held in Syracuse, Niagara Falls and Massena on September 19, 20 and 22,
respectively. The forums were conducted in accordance with the terms of the ‘Policy and Procedures – Public
Forum on Rate Proposals’ adopted by the Authority’s Trustees at their meeting of November 27, 1990. Authority
staff spoke at the forums to explain the procedures and summarize the results of the CoS and proposed rates.
Representatives of various customers attended, as well as elected officials and residents of New York State.
Customers included representatives from the NS Customers, MEUA, NYAPP, Niagara Power Coalition, Inc.
(‘NPC,’ an organization representing the Niagara Relicensing host communities), Jamestown Board of Public
Utilities, Town of Massena Electric Department and the Plattsburgh Municipal Lighting Department. Elected
officials included Assemblyman John D. Ceretto, William L. Ross, Chairman of the Niagara County Legislature
(and also NPC Chairman), and Renae Kimble, Niagara County Legislator. Mr. Charlie McGrath, a St. Lawrence
Project-area citizen, also commented. In addition to oral or written comments delivered at the public forum, written
comments were received through October 24, 2011, the end of an extended public comment period.

“The Authority received written comments from MEUA, NYAPP, the NS Customers, and NPC as well as
numerous letters from elected officials and other parties concerning the rate proposal.‡

“All of the public comments were evaluated by Authority staff. The Staff Analysis, a detailed description
of the issues raised and staff’s recommendations, is contained in Appendix ‘4-A.’ A summary of staff’s analysis of
the major issues and final recommendations are set forth below. (The transcript of the public forums and all written
comments are included in Appendix ‘4-C’ to this report.)

DISCUSSION

STAFF ANALYSIS OF PUBLIC COMMENTS

Requests to Delay Implementation Date and Extend Review Period: There were several comments which requested
that NYPA delay implementation of the new rates until May 1, 2012. MEUA requested that for future Authority
rate proceedings, the review time be extended to allow for at least four months between publication of the Notice
and the comment due date. Many parties cited the need for more time to consider responses to data requests and to
file comments. As the Staff Analysis explains in more detail, there was sufficient time to review the data supporting
the pending rate action, including the responses to the significant amount of data requests received. By operation of
the extended due date that the Authority granted for the filing of comments, the Authority has consented to delay the
implementation date for new rates, which was originally scheduled to become effective on November 1, 2011. Staff
does not find convincing the arguments to delay implementation of the new rates or to permanently alter the review
time which is done in accordance with state law. The proposed rates should be implemented one month later than
originally proposed, to be effective December 1, 2011.

Proposed Preference Rates and their Conformance With the ‘Lowest Possible Rate’ Standard: Many customers
argued that the proposed rates do not conform with the statutory standard that preference customers be served at the
‘lowest possible rate’ as set forth in the Public Authorities Law. They claim that various adjustments are needed
including the enlargement of the demand charge allocator and several changes to NYPA’s calculation of unforced
capacity (‘UCAP’) sales credits used in the CoS and in the Rate Stabilization Reserve (‘RSR’) reconciliation
mechanism,§ all to lower customers’ rates.

“The attached Staff Analysis discusses the merits of these proposals in detail. However, as amply
explained in the Staff Analysis, staff finds there is no compelling argument that any of these adjustments are

‡ The letters received by the Authority are included in Appendix ‘C’ to this Report.
§ Each year, in accordance with the terms of the affected customer contracts, an annual reconciliation is performed
whereby any differences between actual costs incurred and cost-based rate revenues collected are accumulated in a
Rate Stabilization Reserve (‘RSR’). Should the RSR balance exceed a ±$25 million bandwidth, a credit or
surcharge is applied to the affected customers’ bills to return or collect, as appropriate, the excess amount.
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required to satisfy the ‘lowest possible rate’ standard. The rate methodologies used in the July 2011 Preliminary
Staff Report are virtually identical to the methodologies adopted by the Trustees in 2003, which were later agreed to
by all the preference customers in contracts or settlement, and used again in 2007 when the Trustees authorized the
last preference rate increase. Further, MEUA, NYAPP and the NS Customers have ignored the provisions in their
long-term hydropower contracts or settlements that specifically permit NYPA to employ the rate methodologies
adopted by the Authority’s Trustees in 2003. In addition, as the courts have recognized, the Authority possesses
‘broad discretion’ in determining what comprises the ‘lowest possible rate’ pursuant to the Auer decisions and the
Auer Settlement, both of which have long-provided guidance on NYPA’s preference power ratemaking. None of
the customers has alleged, nor can they allege, that NYPA has somehow abandoned its agreements that set forth
NYPA’s rate methodologies.

Requests to Increase the Demand Allocator: NYAPP argues that the denominator used to set the demand rate
should be based on the MW-months of NYPA’s contract demand plus the MW-months of the Authority’s average
UCAP sales from the Projects. MEUA makes a similar claim, in that NYPA does not calculate the demand rate by
spreading the cost over ‘all users’ of Hydroelectric Projects’ capacity. The NS Customers reach the same
conclusion.

“The billing determinant methodology used for the proposed 2011-2014 hydroelectric production rates is
the same methodology used in both the 2003 and 2007 production rates proposals and is entirely consistent with the
contracts and settlements reached with various preference power customers. According to standard ratemaking
principles, the firm power contract customers are responsible for the cost recovery of the assets developed to serve
them. NYPA adheres to this principle when it undertakes its cost recovery through production rates that are
developed by using the total firm demands of its hydroelectric customers.

“As explained in detail in the Staff Analysis, NYPA does not find compelling the argument to increase the
denominator used to calculate the demand charge. However, to provide the preference customers with the timing
benefits of NYPA’s UCAP sales, staff proposes to include a UCAP credit, based on projected ISO sales revenue,
into the annual rate development for each of the 2011-2014 rate years. Any differences in the estimated UCAP
credit and actual UCAP sales would be reconciled in future annual RSR computations. By making this adjustment,
NYPA would reduce the Hydro CoS by $1.6 million in Rate Year (‘RY’) 2011, $3.7 million in RY 2012, $5.1
million in RY 2013 and $6.5 million in RY 2014.

Claims That the UCAP Credit be Cost-Based and Applied Directly to the RSR Balance: The RSR contains a UCAP
Credit which is designed as a credit to the preference power rates to account for sales of UCAP for the hydroelectric
projects that is above the needs of the contract hydro customers. Both NYAPP and MEUA request that prior RSR
annual calculations be revised to reflect a cost-based rate for the UCAP. NYAPP contends that NYPA is incorrectly
crediting UCAP sales based on the lower of market prices or costs and that a cost-based UCAP credit would be
consistent with applicable precedents and its settlement with NYPA.

“As explained in the Staff Analysis, consistent with staff’s determination not to expand the billing
determinants to include estimated short-term UCAP sales, staff finds unconvincing NYAPP’s proposal that the
UCAP credits be re-valued at cost. As these NYISO customers are not receiving the same product, service or
benefits as NYPA firm contract customers, staff affirms that it is unsound ratemaking to apply the same cost of
service rate to these transactions.

NYPA’s UCAP Credit Calculation Applied to the RSR and Claims that Preference Customers Cross-Subsidize Non-
Preference Customers: NYAPP states that a flaw in NYPA’s UCAP calculation used in the RSR causes actual
capacity sales to be understated because NYPA’s UCAP sales crediting methodology leaves the difference between
the forecasted demand and the actual demands out of the equation. Preference customers are charged for the costs
of those MW-months but cannot use them. Nevertheless, preference customers are not granted a dollar credit when
NYPA sells these MW-months, either in the UCAP credit to the RSR or in the calculation of the demand rate.
MEUA argues that cross-subsidization can occur between the rates charged to preference customers and non-
preference customers, and has observed that the drop in demand of Reynolds Metals (i.e., now ALCOA’s East Plant)
over 2009-10 is a major factor in this regard.
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“As explained in the Staff Analysis, the comments concerning the cross-subsidization issue have some
merit and staff has reconsidered its UCAP sales credit methodology. Staff recommends that the actual UCAP sales
be used in the annual RSR calculations for 2005 through 2010. The dollar effect of the change is a reduction of
$13.5 million in the RSR negative balance.

Treatment of 455 MW Preference Power Redirected to the Recharge New York Power Program: NYAPP and NS
Customers voiced concerns over the withdrawal of 455 MW from preference power allocations to the Recharge
New York Program, and its effect on the demand rate. Staff has continued to include the 455 MW withdrawn from
the R&D customers in the total billing demands of the hydroelectric project CoS, which is consistent with the
Customers’ view. Staff also recognizes that the withdrawn power may no longer be classified as preference power
thus, its proportional share of the RSR balance should be excluded. Staff recommends reducing the RSR balance by
30.17% or $10.5 million to reflect this adjustment. This amount is expected to be recovered through the sales made
under the Recharge New York Power Program.

Annual RSR Report Procedures: MEUA points out that the RSR is a ‘full, after the fact reconciliation of NYPA’s
rate year costs and revenues.’ MEUA requests the right to review the annual RSR calculations and the
establishment of a public process, with an opportunity for information sharing, discovery and comment. While other
customers did not provide written comments on the specific issue of RSR review, NYAPP and the NS Customers
made this concern known to NYPA staff at in-person meetings. NYPA staff agrees that transparency in the Hydro
CoS process, including the annual RSR computation, is a worthwhile goal. NYPA staff agrees to provide the
preference customers with the annual reconciliation to the RSR by June 1 of each year and to meet over the ensuing
months to discuss relevant issues and provide needed data to customers, but does not believe a public comment
process is warranted as the RSR mechanism is provided for in customer contracts.

Increased Credit for Ancillary Services Production: NS Customers assert that its current ancillary services credit is
insufficient, as it only credits the costs associated with the amount of regulation necessary for contract loads, and not
the actual regulation service sales. As explained in the Staff Analysis, the NS Customers’ claim is inconsistent with
their Authority hydro contracts in which their members agreed that certain methodologies and principles adopted by
the Authority in 2003 would continue to be used without objection when the Authority sets future hydro rates.

“However, staff does recommend that the ancillary services credit for the 2011-14 be increased by a total of
$2.2 million from that shown in the preliminary CoS. This change stems from an adjustment to the 2009 test year
billing determinants to reflect average annual usage for the ALCOA East plant, which was shut down for much of
that year.

Request for Credits Based on Authority Investment Income: NS Customers argue that they should receive a credit
for investment income in the CoS since much of the Authority’s investment income is generated from the operations
at the Hydro Projects. This argument runs counter to the ratemaking principles established in the preference
customer contracts. As explained in the Staff Analysis, a claim for a share of the Authority’s investment income
would produce preference rates that are below cost and in violation of settled law and applicable ratemaking
principles. Staff recommends no credit be provided for investment income.

2009-2010 Deferred Rate Increases: NYAPP asserts that Authority costs associated with 2009-10 increases at the
hydroelectric projects should not be allocated to ratepayers, due to the fact that the March 2009 rate increase
proceeding was cancelled by the Trustees. NYAPP claims that they had no ‘notice’ that 2009 and 2010 costs would
be deferred and that they expected those costs to be forgiven. NYAPP also claims that the Authority’s proposal in
this regard demonstrates a lack of ‘transparency.’ At the March, 2009 Trustee Meeting, the Trustees gave clear
notice that 2009 and 2010 costs ‘[would] be deferred and recovered over appropriate, subsequent years(s).’ All
deferred amounts are being captured in the contractually agreed-upon RSR reconciliation mechanism. Therefore,
Staff does not recommend any changes to the RSR mechanism that would fail to recognize the cost deferrals related
to the 2009 and 2010 rate years.

Contributions to the New York State Treasury: MEUA commented that NYPA’s expenditures used to make
contributions to the State Treasury have been ‘properly excluded’ from Hydro CoS. However, NYAPP noted the
size of the voluntary transfers to the State and requested that the Authority adopt ‘detailed metrics’ for measuring its
creditworthiness at the time it considers making voluntary contributions to the State, and registered its concern about
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the Authority’s future financial strength. NPC commented that the Authority should use surplus funds pledged to
the State Treasury to offset the entire rate increase. As the Staff Analysis explains, staff has reviewed existing
policies and concludes that the Authority has developed an in-depth review process to ensure that these transfers are
‘feasible and advisable’ and will not result in preference power rate increases beyond those necessary to provide
power at cost. There is no cause to provide the relief requested by the NPC, as the inclusion of such ‘surplus funds’
in the Hydro CoS would lower the preference rate below cost. No changes are recommended.

Inclusion of Charitable Contributions within the CoS: MEUA has requested that charitable contributions and
sponsorships not directly assigned to the hydroelectric projects be removed from the cost of service. Staff concurs
with this request, and recommends that all costs for such contributions and sponsorships be removed from the
preference customer CoS in the total amount of $483,000 over the 41-month rate plan period.

Recovery of Costs for Parks Neighboring the St. Lawrence Power Project: NYAPP seeks clarification concerning
payments made to the Robert Moses and Coles Creek State Parks (‘Parks’) located in the direct vicinity to the St
Lawrence Power Project. The Federal Energy Regulatory Commission license issued for the St. Lawrence Project
on October 23, 2003 incorporates these Parks as project recreational facilities and, under the terms of the license, the
Authority has the ultimate responsibility to fund the O&M costs of the Parks. However, as part of a 2009
Memorandum of Understanding between the State of New York and the Authority, the Authority was relieved of
these annual payments to the Office of Parks, Recreation and Historic Preservation (‘OPRHP’) for the state fiscal
years 2011 through 2017. In reviewing accounting data for past years, staff discovered that in 2008, $8 million
charged to the Miscellaneous and General Expenses Account for the Niagara and St. Lawrence Projects for Parks
reimbursement had not been backed out of financial information used in the 2008 actual hydroelectric CoS. The
CoS did include a separate entry for $800,000 attributable to the Parks. The removal of the $8 million charge from
the CoS resulted in positive adjustment to the cumulative RSR of about $3 million. Staff recommends that the
$800,000 cost for the Parks not be included in the RSR true-up and confirms that it is not in the CoS for Rate Years
2011-14 covered under this rate proceeding.

Shared Services Expenses within the CoS: NYAPP indicated that the Authority did not provide sufficient
information as to what it includes in Shared Services within the CoS, and generally requested additional information
describing what is included in this category of expenses. Staff responded to several data requests regarding the
allocation of shared services costs. It was staff’s understanding that the responses were sufficient, as there was no
receipt of any further requests for follow-up information concerning shared services expenses. The final rate
recommendation reflects certain overhead cost-cutting measures undertaken by staff in the last few months
including an approximate $5 million reduction for RY 2012-2014 resulting from the Trustees approval of a revised
funding plan for the Other Post-Employment Benefits (‘OPEB’) Trust at their October 2011 meeting.

SUMMARY OF FINAL RATE PROPOSAL

“For the reasons summarized above and described in detail in the Staff Analysis, Authority staff
recommends that the demand rates originally proposed in the July 2011 Preliminary Staff Report be amended and
approved as shown below. The proposed final demand and energy rates and the overall effective rates at a typical
70% load factor are shown below:

Rate Year** Demand Rate $/kW-
month

Energy Rate $/MW-
hour

RSR-related
Surcharge
$/MW-hour

Effective Rate††

$/MW-hour

2011 3.26 4.92 - 11.30
2012 3.57 4.92 - 11.91
2013 3.91 4.92 - 12.57
2014 4.07 4.92 up to 0.40 13.28

** Except for 2011, the preference power rate year runs from May 1 of the calendar year indicated to April 30 of the
following year. Because the final rule in this NOPR proceeding is proposed to be adopted on November 15, 2011,
the RY 2011 would extend from December 1, 2011 to April 30, 2012.
†† Effective rate at 70% load factor.
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“Also, as noted and recommended in the Staff Analysis of public comments, the RSR balance must be
altered and lowered from the -$51.3 million balance cited in the NOPR to account for 1) $13.5 million in additional
revenues tied to the total annual UCAP sales and internal transfers; 2) a reduction of $3 million in the 2008 RSR
calculation resulting from a correction of charges included in the 2008 CoS related to payments to OPRHP; and 3) a
30.17% reduction in the revised RSR balance to account for the withdrawing of 455 MW of firm hydroelectric
power formerly allocated to the upstate utilities for their residential customers and which is now allocated to the
Recharge New York Power Program. The remaining RSR balance equals -$24.5 million.

“As a result, staff retracts its recommendation that a $0.50/MWh surcharge begin in 2014, but rather,
should the RSR balance exceed the $25 million threshold the surcharge would be no greater than $0.40/MWh

FISCAL INFORMATION

“Implementation of the proposed schedule of rate increases would allow the Authority to recover its costs
associated with serving the preference power customers. For the 2011 rate year, the estimated revenue increase
would be about $2.1 million. For the 41-month period from December 2011 through April 30, 2015, the estimated
cumulative base rate revenue increases would be about $45.8 million with the additional RSR surcharge of $2.7
million being collected from preference power customers for the period May 1, 2014 to April 30, 2015.

RECOMMENDATION

“The Vice President – Financial Planning and Budgets recommends that the Trustees: (1) adopt the
conclusions of the Staff Analysis attached hereto as Appendix ‘4-A’; (2) approve the hydroelectric preference rates
for the 41-month plan commencing December 1, 2011, as set forth above; and (3) include in the Authority’s records
the Preliminary Staff Report contained Appendix ‘4-B,’ and the transcripts of the public forums, written public
comments and letters contained in Appendix ‘4-C.’

“It is also recommended that the Secretary be authorized to publish a Notice of Adoption of the above-
described preference rates in the State Register, including notice of the availability of the Final Rate Modification
Plan and other materials included in the record of these proceedings.

“It is also recommended that the Senior Vice President – Marketing and Economic Development, or his
designee, be authorized to issue written notice of the final action, including a copy of the revised tariff leaves, as
necessary, to the affected customers.

“For the reasons stated, I recommend the approval of the above-requested action by adoption of a
resolution in the form of the attached draft resolution.”

Mr. Thomas Davis presented highlights of staff’s recommendation to the Trustees. In response to a

question from Trustee Nicandri, Mr. Davis said that the billing determinants associated with the allocation of

power to the RNY customers will remain in the calculation of future hydropower Cost Of Service rate actions.

Trustee Dyson added that the Authority is required by law to "break even" and that is why it has

undertaken this process. After consideration of comments from customers, the Authority has agreed to lower the

amount of the increase in the rates, which will be phased-in over a number of years to lessen the impact on the

customers. The Authority was able to consider this further reduction in rates because of the more than $3

million cut in spending, which the Authority has undertaken as part of Governor Cuomo’s overall goal of 10%

cuts in spending. Trustee Dyson thanked staff for the thorough and professional job done in putting the elements
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of the recommendation together. Chairman Townsend also thanked Trustee Dyson for his role in assisting staff

in this effort.

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

WHEREAS, on July 26, 2011, the Authority authorized the
Secretary to file a Notice of Proposed Rulemaking for publication in the
New York State Register of its intention to increase the hydroelectric
preference power rates; and

WHEREAS, such notice was duly published in the New York
State Register on August 17, 2011 and more than 45 days have elapsed
since such publication; and

WHEREAS, Public Forums were held on September 19, 20
and 22 of 2011 and staff received and responded to both oral and
written comments and data requests as set forth in the attached Final
Rate Modification Plan; and

WHEREAS, the proposed rate action should be modified, in
accordance with the changes contained in the foregoing report of the
Acting President and Chief Executive Officer, and as explained in
detail in the Staff Analysis contained in Appendix “4-A”;

NOW THEREFORE BE IT RESOLVED, That the rates for
sale of power and energy to Authority customers receiving the
preference power rate, as recommended in the foregoing report of the
Acting President and Chief Executive Officer, are hereby approved
effective December 1, 2011; and be it further

RESOLVED, That the Senior Vice President – Marketing and
Economic Development or his designee be, and hereby is, authorized to
issue written notice as required by contract with respect to the
modification in rates, including applicable tariff leaves; and be it
further

RESOLVED, That the Corporate Secretary of the Authority
be, and hereby is, directed to file a Notice of Adoption with the
Secretary of State for publication in the New York State Register and to
submit such other notice as may be required by statue or regulation;
and be it further

RESOLVED, That the Chairman, the Vice Chairman, the
Acting President and Chief Executive Officer, the Acting Chief
Operating Officer and all other officers of the Authority are, and each
of them hereby is, authorized on behalf of the Authority to do any and
all things, take any and all actions and execute and deliver any and all
agreements, certificates and other documents to effectuate the
foregoing resolution, subject to the approval of the form thereof by the
Acting General Counsel.
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5. Massena Substation 765/230 kV Autotransformer Replacement
Capital Expenditure Authorization and Contract Award

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

SUMMARY

“The Trustees are requested to authorize capital expenditures in the amount of $4.4 million for the
engineering, design, procurement, installation and testing of a new 765/230 kV auto-transformer to be used as a
replacement of a failed 765/230 kV autotransformer at the Massena Substation, Massena, NY. The Trustees are also
requested to approve the award of a multi-year contract in the amount of $3.1 million to Smit Transformers,
Nijmegen, Netherlands, to furnish, deliver, and install this autotransformer at the Massena Substation.

BACKGROUND

“Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement Contracts
require the Trustees’ approval for procurement contracts involving services to be rendered for a period in excess of
one year. In accordance with the Authority’s Expenditure Authorization Procedures, the award of non-personal
services contracts exceeding $3,000,000 require the Trustees’ approval.

“The Massena Autotransformers No. 1 and No. 2, consist of seven single-phase autotransformers, three
each for each bank and one designated as a spare to be put into service in the event of a failure. On July 8, 2008
Transformer 2A from autotransformer bank No. 2 failed and it was replaced with the existing spare autotransformer.
This event left the Massena Substation without a spare to handle a contingency failure in either of the
autotransformer banks.

“The autotransformers are critical long-lead time electrical components required for successful operation
and functioning of the substation. Failure of a single autotransformer can result in loss of service. A spare
autotransformer is essential to maintaining the operation of the substation and will mitigate the impacts should one
of the existing autotransformers fail. With the installation of this new autotransformer, the current spare would still
be used as the spare autotransformer for the facility.

DISCUSSION

“The scope-of-work under this contract includes the design, fabrication, delivery, installation, assembly and
testing of one 765/230 kV single-phase autotransformer.

“The Authority issued an advertisement to procure bids in the New York State Contract Reporter and bid
packages were available as of May 26, 2011. The bid documents were downloaded by 68 potential bidders.

“The following seven proposals were received on July 26, 2011:

BIDDER LOCATION BID WITH OPTIONS EVALUATED BID

Smit Nijemgen, Netherlands $3,068,912.00 $4,346,912.00

TBEA Shenyang, PR China $2,893,648.00 $4,409,648.00

Hyundai Ulsan, Korea $3,420,296.00 $4,495,296.00

ABB Varennes, QC, Canada $3,966,976.00 $4,808,976.00

BTW Hebei, China $3,870,000.00 $5,345,000.00

XD Jiangsu, China $4,574,315.00 $5,912,315.00

Alstom Stafford, England $4,800,000.00 $6,435,000.00
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“The proposals were reviewed by an evaluation committee comprising staff from Engineering,
Procurement, Project Site, Quality Assurance and Project Management. The evaluated cost took into account the
technical and commercial evaluation factors as detailed in the bid documents. Authority staff recommends the
contract award to Smit Transformers, the lowest evaluated price and technically acceptable bidder. The evaluated
bid price shown above also includes optional prices for spare parts and extended warranty. The evaluated cost took
into account operational characteristics of the autotransformer: no load losses, load losses and auxiliary losses.

“The project work will be performed over a three-year period with design and fabrication taking place
during 2012 and 2013. Delivery, installation, and field testing would be completed in 2014.

“The total project cost to purchase and install this autotransformer is estimated at $4.4 million as follows:

Engineering $ 341,000.00
Procurement $ 3,225,000.00
Construction $ 230,000.00
Authority Direct and Indirect $ 631,000.00

Total: $ 4,427,000.00

FISCAL INFORMATION

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

RECOMMENDATION

“The Executive Vice President and Chief Engineer – Power Supply, the Senior Vice President – Power
Supply Support Services, the Vice President – Project Management, the Vice President – Engineering, the Vice
President – Procurement, the Project Manager and the Regional Manager – Northern New York recommend that the
Trustees approve the award of a contract to Smit Transformers, in the amount of $3.1 million, to furnish a
765/230 kV autotransformer for Massena Substation and authorize the capital expenditure of $4.4 million for the
project.

“For the reasons stated, I recommend the approval of the above-requested action by adoption of a
resolution in the form of the attached draft resolution.”

Mr. John Canale presented highlights of staff’s recommendation to the Trustees. In response to a

question from Chairman Townsend, Mr. Canale said that the replacement autotransformer is being

manufactured in the Netherlands; the Authority did not receive any bids from firms in the United States. In

response to a question from Trustee Nicandri, Mr. Canale said that the Authority has been operating without a

back-up autotransformer for approximately three years. In response to a question from Trustee O'Luck, Mr.

Canale said that the original equipment was purchased in 1977 and that the Autotransformers, Nos. 1 and 2, (7

total: 3 in each bank and 1 designated spare) at the Massena Substation are the same age as the one that failed.

In response to further question from Trustee O'Luck, Mr. Russak said that staff is including costs for a series of

autotransformer replacements at the facilities in the 2012 budget. In response to a question from Chairman

Townsend, Mr. Canale said that the autotransformers are about 35 years old however, they typically last for

approximately 45 - 50 years, and the cause of the failure of the autotransformer being replaced has not been
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determined. He said that staff is also taking steps to ensure that the other autotransformers do not experience a

similar failure.

Acting President and Chief Executive Officer Quiniones added that an evaluation of a Life Extension

and Modernization (“LEM”) program is currently being performed on the Authority’s entire transmission

system; the Trustees will be provided with an update of the LEM condition assessment of the Authority’s

transmission system in January.

In response to a question from Vice Chairman Foster, Mr. Canale said that staff is taking extra

precautions by conducting weekly monitoring and analysis of the autotransformers. Mr. Antenucci added that it

is not industry practice and has not been the Authority’s practice to have a spare autotransformer on every site;

however, in order to reduce the Authority’s vulnerability to similar events, the Authority has initiated a program

to reduce its vulnerability by selectively purchasing spares ahead of time.

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

RESOLVED, That pursuant to the Authority’s Expenditure
Authorization Procedures, additional capital expenditures in the
amount of $4.4 million are hereby authorized as recommended in the
foregoing report of the Acting President and Chief Executive Officer;

Capital Expenditure Approval

Engineering, Procurement, $4.4 million
Installation
Authority Direct & Indirect

AND BE IT FURTHER RESOLVED, That pursuant to the
Guidelines for Procurement Contracts adopted by the Authority,
approval is hereby granted to award a contract to Smit Transformers,
in the amount of $3.1 million to provide an autotransformer for use at
the Massena Substation, as recommended in the foregoing report of the
Acting President and Chief Executive Officer;

Contractor Contract Approval

Smit Transformers $3.1 million
Nijmegen, Netherlands

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

The Chairman submitted the following report:

SUMMARY

“The Trustees are requested to consider the selection of Mr. Gil C. Quiniones of New York, New York as
President and Chief Executive Officer of the Authority, effective as stated below.

BACKGROUND AND DISCUSSION

“Under the Public Authorities Law (‘PAL’) and the Authority’s By-Laws, the Trustees have the
authority to select the President and Chief Executive Officer, subject to confirmation by the Senate. Section 2852
of the PAL provides that the Senate shall vote to confirm any appointment within 60 days of its submission to the
Senate during session. If submission is made when Senate is not in session, confirmation shall be made within 7
days of the convening for session. If the Senate fails to vote to confirm any such appointment within the prescribed
time, the appointment is deemed confirmed without further Senate action.

“On July 26, 2011, Mr. Richard M. Kessel resigned from his position as President and Chief Executive
Officer of the Authority. At that time, the Trustees designated Mr. Gil C. Quiniones as Acting President and Chief
Executive Officer of the Authority, effective September 7, 2011. On October 31, 2011, Governor Andrew M.
Cuomo recommended Mr. Gil C. Quiniones to be President and Chief Executive Officer of the New York Power
Authority. The Trustees, after due consideration, have elected to appoint Mr. Quiniones for the office of President
and Chief Executive Officer.

RECOMMENDATION

Pursuant to Section 1004 of the Public Authority Act and Article IV, Section 2 of the Authority’s By-Laws,
‘Election of Non-Statutory Officers,’ adopted December 18, 1984 and last amended on July 26, 2011, the Trustees
recommend that, based on his substantial knowledge of Authority matters, management skills, strong expertise and
record of exemplary service to the Authority, Mr. Gil C. Quiniones be elected as President and Chief Executive
Officer, subject to confirmation by the New York State Senate. The Trustees further recommend that Article IV,
Section 2 of the Authority’s By-Laws be amended to permit the election of the President and Chief Executive
Officer and all other non-statutory officers to occur at ‘any regular or special meeting of the Trustees.’ The current
version of this section reads as if such elections may only occur at the Trustees’ annual meeting.

“For the reasons stated, I recommend the approval of the above-requested action by adoption of a
resolution in the form of the attached draft resolution.”

Chairman Townsend said that the Governor recommended that Mr. Gil C. Quiniones of New York be

nominated as President and Chief Executive Officer of the Authority. On behalf of the Trustees, he is pleased to

present the motion today to appoint Mr. Quiniones to the position. He added that the Governance Committee,

which met earlier, recommended that Mr. Quiniones be appointed to the position. The recommendation is

subject to Senate confirmation. Vice Chairman Foster, Trustees Nicandri, LeChase, Curley, Dyson and O’Luck

endorsed the selection of Mr. Quiniones as President and Chief Executive Officer of the Authority.

Mr. Quiniones expressed sincere thanks to the Governor for recommending him and to the Board of

Trustees for appointing him for the position of President and Chief Executive Officer of the Authority, subject to
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approval by the New York State Senate. He felt honored by the Board’s confidence in him and was looking

forward to working with the Trustees and staff to carry out the Authority’s mission to advance the state’s energy

and economic development goals.

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

RESOLVED, That pursuant to Article IX, Section 1,
“Amendments,” of the Authority’s By-Laws, which give the Trustees
the power to amend any provision of the By-Laws, Article IV, Section
2, “Election of Non-Statutory Officer,” of the Authority’s By-Laws, is
hereby amended to permit the election of the President and Chief
Executive Officer and all other non-statutory officers to occur at “any
annual, regular or special meeting of the Trustees”; and be it further

RESOLVED, That pursuant to Section 1004 of the Public
Authorities Law and amended Article IV, Section 2, “Election of Non-
Statutory Officer,” of the Authority’s By-Laws, Mr. Gil C. Quiniones is
hereby elected and appointed as President and Chief Executive Officer
of the Authority, subject to confirmation by the New York State Senate,
and shall hold such office pursuant to Article IV, Section 3 of the
Authority’s By-Laws.
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7. Election of Executive Vice President and General Counsel

The Chairman submitted the following report:

SUMMARY

“The Trustees are requested to consider the election of Ms. Judith C. McCarthy of Westchester County,
New York as Executive Vice President and General Counsel of the Authority.

BACKGROUND AND DISCUSSION

“Article IV, Section 2 of the Authority’s By-Laws provides for the election of certain non-statutory officers
by the Trustees. Ms. Judith C. McCarthy was appointed First Deputy General Counsel on January 31, 2011 and
serves as Acting General Counsel since that time. She has rendered exceptional service to the staff and Board of
Trustees of the Authority.

RECOMMENDATION

“It is recommended that, pursuant to Article IV of the By-Laws, adopted December 18, 1984, and last
amended November 15, 2011, Ms. Judith C. McCarthy be elected as Executive Vice President and General Counsel
of the Authority effective immediately.

“For the reasons stated, I recommend the approval of the above-requested action by adoption of a
resolution in the form of the attached draft resolution.”

Chairman Townsend said that the Trustees are being asked to consider the election of Ms. Judith

McCarthy of Westchester, as Executive Vice President and General Counsel of the Authority. He said that Ms.

McCarthy has performed admirably as Acting General Counsel and will be a great asset to the Authority. He is

confident she will do a good job and look forward to working with her. He added that the Governance Committee

also recommended the election of Ms. McCarthy to the position. Trustee Nicandri said that, as Chair of the

Governance Committee, he worked with Ms. McCarthy and she was very helpful in providing legal counsel to the

Committee and will vote in favor of the motion to elect her. The other Trustees endorsed the recommendation.

Ms. McCarthy said that she appreciated the vote of confidence and also the support given to her over the

past ten months. She also thanked Mr. Quiniones for his support and Governor Cuomo for giving her the

opportunity to work at the Authority.

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

RESOLVED, That pursuant to Article IV, Section 2 of the
Authority’s By-Laws, Ms. Judith C. McCarthy is hereby elected as
Executive Vice President and General Counsel of the Authority
effective immediately.
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8. Resolution – Paul F. Finnegan

WHEREAS, Paul F. Finnegan has been a highly valued employee
at the New York Power Authority for more than 17 years, including his
most recent position as senior vice president of Public, Governmental and
Regulatory Affairs in which he spearheaded NYPA’s engagement with
members of Congress, the executive and legislative branches of New York
State government and local government entities; and

WHEREAS, Mr. Finnegan, who joined NYPA in 1994 as a state
legislative liaison, has provided sage advice and counsel over the years to
the NYPA Board of Trustees and senior management on countless matters
of significance that reflect the Power Authority’s broad reach and influence
on the state’s electric power system, economy, local communities and
environment; and

WHEREAS, Mr. Finnegan’s impact on the Power Authority’s
intergovernmental relations has included his major role in the Authority’s
successful federal relicensing of its St. Lawrence-Franklin D. Roosevelt and
Niagara power projects, in 2003 and 2007, respectively, and the attendant
carrying out of wide ranging commitments under agreements that he
helped make possible for major recreational, environmental and economic
benefits in Northern and Western New York; and

WHEREAS, the practical good sense and judgment that Mr.
Finnegan brought to bear on a wide range of matters have made him an
influential voice, with those qualities exhibited every day in his
contributions to the Power Authority’s sound decision-making; and

WHEREAS, Mr. Finnegan’s quick wit and marvelous sense of
humor have advanced his ability to transcend partisan politics in
reinforcing the Power Authority’s positive relations with federal, state and
local elected officials, for the effective undertaking of the Authority’s
programs and initiatives; and

WHEREAS, Mr. Finnegan’s warm and vibrant personality and
self-effacing demeanor have furthered the admiration and affection that the
NYPA Board of Trustees and his co-workers have for him and have made
him a valued confidant of NYPA chairmen, presidents and other senior
executives; and

WHEREAS, the wayfaring requirements of the positions held by
Mr. Finnegan, including vice president of Intergovernmental and
Community Relations, called for frequent travels to NYPA facilities and
numerous communities around the state, at the expense of being away from
his family, at great personal sacrifice; and

WHEREAS, Mr. Finnegan’s peripatetic ways will now be divided
between his home in Lake Pleasant, in Adirondack Park, Hamilton County,
and a new residency in the sun-splashed environs of Ventura, California;
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NOW THEREFORE BE IT RESOLVED, that the Trustees of
+the Power Authority of the State of New York extend their deepest
appreciation to Paul Finnegan for his dedicated service and varied
contributions to NYPA and wish him; his wife, Jeannie; their two
beloved golden retrievers, Cedar and Riley; and the large extended
Finnegan family of brothers, sisters, nieces and nephews much health,
happiness and success.

November 15, 2011

Acting President and Chief Executive Officer Quiniones read the resolution honoring Mr. Paul

Finnegan’s service to the Authority.

Mr. Finnegan said that this is an opportunity for him to take on new challenges. He said that

he appreciated the support and opportunities granted to him by the Authority. He will always have fond

memories of the Authority and will miss everyone.
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9. Motion to Conduct an Executive Session

Mr. Chairman, I move that the Authority conduct an executive session pursuant to the Public Officers

Law of the State of New York section §105 to discuss matters leading to the appointment, employment,

promotion, demotion, discipline, suspension, dismissal or removal of a particular person or corporation. On

motion made and seconded, an Executive Session was held.
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10. Motion to Resume Meeting in Open Session

Mr. Chairman, I move to resume the meeting in Open Session. On motion made and seconded, the

meeting resumed in Open Session.
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11. Next Meeting

The next regular meeting of the Trustees will be held on Thursday, December 15, 2011, at 11:00 a.m., at

the Clarence D. Rappleyea Building, White Plains, New York, unless otherwise designated by the Chairman with

the concurrence of the Trustees.
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NOV MINS.11

Closing

On motion made and seconded, the meeting was adjourned by the Chairman at approximately 1:30 p.m.

Karen Delince
Corporate Secretary
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POWER AUTHORITY

OF THE

STATE OF NEW YORK

30 South Pearl Street
10th Floor

Albany, New York 12207-3425

AGREEMENT FOR THE SALE

OF EXPANSION POWER AND ENERGY

(MOOG INC.)

______________________________________________________________________
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The POWER AUTHORITY OF THE STATE OF NEW YORK (“Authority”), created
pursuant to Chapter 772 of the New York Laws of 1931 and existing under Title I of Article V of
the New York Public Authorities Law (“PAL”), having its office and principal place of business
at 30 South Pearl Street, 10th Floor, Albany, New York 12207-3425, hereby enters into this
Agreement for the Sale of Expansion Power and energy (“Agreement”) with MOOG INC.
(“Customer”), with facilities at Jamison Road and Seneca Street, East Aurora, New York 14052.
The Authority and the Customer are from time referred to in this Agreement as “Party” or
collectively as “Parties” and agree follows:

RECITALS

WHEREAS, the Authority is authorized to sell hydroelectric power produced by the
Niagara Power Project, Federal Energy Regulatory Commission (“FERC”) Project No. 2216,
known as “Expansion Power” (or “EP”), as further defined in this Agreement, to qualified
businesses in New York State in accordance with PAL § 1005(5) and (13);

WHEREAS, EP consists of 250 megawatts (“MW”) of firm hydroelectric power and
associated firm energy produced by the Niagara Power Project;

WHEREAS, the Authority is authorized pursuant to PAL § 1005(13)(a) to award EP
based on, among other things, the criteria listed in the PAL, including but not limited to an
applicant’s long-term commitment to the region as evidenced by the current and planned capital
investment; the type and number of jobs supported or created by the allocation; and the state,
regional and local economic development strategies and priorities supported by local units of
governments in the area in which the recipient’s facilities are located;

WHEREAS, PAL § 1005(11) provides that the Authority is authorized to “[t]o exercise
all the powers necessary or convenient to carry out and effectuate the purposes and provisions of
… title [1 of article 5 of the PAL] … and as incidental thereto to . . . sell … electric power, and
generally to do any and every thing necessary or convenient to carry out the purposes of … title
[1 of article 5 of the PAL] …”;

WHEREAS, the Customer is party to another agreement with the Authority entitled
“Agreement for the Sale of Expansion and/or Replacement Power and Energy,” dated February
8, 2011 (the “WNY Contract Extension”) covering various allocations of Expansion Power (or
“EP”) as provided for in the WNY Contract Extension;

WHEREAS, the Customer applied to the Authority for an allocation of EP for use by the
Customer at its facilities (defined in Section I of this Agreement as the “Facility);

WHEREAS, on July 26, 2011, the Authority’s Board of Trustees (“Trustees”) approved a
300, kilowatt (“kW”) allocation of EP to the Customer for a five (5) year term (defined in
Section I of this Agreement as the “Allocation”) as further described in this Agreement;

WHEREAS, on July 26, 2011, the Trustees authorized the Authority to, among other
things, take any and all actions and execute and deliver any and all agreements and other
documents necessary to effectuate its approval of the Allocation;
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WHEREAS, the Customer has completed the expansion of the Facility and has requested
that the Allocation be made available to the Customer beginning on___, 2011;

WHEREAS, NYPA staff has confirmed that the expansion of the Facility is complete;

WHEREAS, the provision of Electric Service (defined in Section I of this Agreement)
associated with the Allocation is an unbundled service separate from the Authority’s sale of
power and energy to the Customer, which will be performed by New York State Electric & Gas
Corporation (“NYSEG”);

WHEREAS, such transmission and delivery service will be made in accordance with a
separate agreement between the Customer, the Authority and NYSEG (defined in Section I of
this Agreement as the “Supplemental Agreement”), and NYSEG tariffs as applicable;

WHEREAS, on ___, 2011, the Parties executed an Interim Agreement for the Sale of
Expansion Power and Energy (defined in Section I of this Agreement as the “Interim
Agreement”), to enable the Customer to receive the Allocation pending the execution of a long-
term agreement, or___, 2011, whichever first occurs;

WHEREAS, in accordance with the Supplemental Agreement, the Authority, the
Customer and NYSEG, on ___, 2011 executed the “Interim Sale Agreement Appendix,” which is
attached to the Interim Agreement as Exhibit A;

WHEREAS, the Parties have reached an agreement on a long-term contract governing
the sale of the Allocation to the Customer as set forth in this Agreement;

WHEREAS, the Parties intend that this Agreement will govern the terms and conditions
of the sale of the Allocation through June 30, 2013, and that on and after July 1, 2013 the
Allocation will be governed by the WNY Contract Extension for the remainder of the term of the
Allocation;

WHEREAS, the Authority has complied with requirements of PAL § 1009 which
specifies the approval process for contracts negotiated by the Authority; and

WHEREAS, the Governor of the State of New York has approved the terms of this
Agreement pursuant to PAL § 1009(3).

NOW THEREFORE, in consideration of the mutual covenants herein, the Authority and
the Customer agree as follows:

NOW THEREFORE, the Parties hereto agree as follows:

I. Definitions

A. Agreement means this Agreement.

B. Allocation refers to the allocation of 300 kW of EP awarded to the Customer for a five
(5) year term as specified in Schedule A.
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C. Contract Demand is as defined in the Service Tariff.

D. Electric Service is the Firm Power and Firm Energy associated with the Allocation and
sold by the Authority to the Customer in accordance with this Agreement, the Service
Tariff and the Rules.

E. Expansion Power (or EP) is 250 MW of Firm Power and associated Firm Energy from
the Project eligible to be allocated by the Authority for sale to businesses pursuant to
PAL § 1005 (5) and (13).

F. Facility means the Customer’s facilities at Jamison Road and Seneca Street, East Aurora,
New York 14052.

G. Firm Power is as defined in the Service Tariff.

H. Firm Energy is as defined in the Service Tariff.

I. FERC means the Federal Energy Regulatory Commission (or any successor
organization).

J. FERC License means the first new license issued by FERC to the Authority for the
continued operation and maintenance of the Project, pursuant to Section 15 of the Federal
Power Act, which became effective September 1, 2007 after expiration of the Project’s
original license which became effective in 1957.

K. Hydro Projects is a collective reference to the Project (defined below) and the
Authority’s St. Lawrence-FDR Project, FERC Project No. 2000.

L. Interim Agreement means the Interim Agreement for the Sale of Expansion Power and
Energy, executed by the Parties on ___, 2011.

M. Load Serving Entity (or LSE) means an entity designated by a retail electricity
customer (including the Customer) to provide capacity, energy and ancillary services to
serve such customer, in compliance with NYISO Tariffs, rules, manuals and procedures.

N. NYISO means the New York Independent System Operator or any successor
organization.

O. NYISO Tariffs means the NYISO’s Open Access Transmission Tariff or the NYISO’s
Market Administration and Control Area Services Tariff, as applicable, as such tariffs are
modified from time to time, or any successor to such tariffs.

P. NYSEG has the meaning set forth in the eighth recital.

Q. Project means the Niagara Power Project, FERC Project No. 2216.
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R. Replacement Power (or RP) is 445 MW of Firm Power and associated Firm Energy
from the Project eligible to be allocated by the Authority for sale to businesses pursuant
to PAL § 1005(5) and (13).

S. Rules are the applicable provisions of Authority’s rules and regulations (Chapter X of
Title 21 of the Official Compilation of Codes, Rules and Regulations of the State of New
York), as applicable, as may be modified from time to time by the Authority.

T. Sales Agreement Appendix refers to the form Sales Agreement Appendix that is
Attachment B to the Supplemental Agreement

U. Service Tariff means the Authority’s Service Tariff No. EP-1, establishing rates, terms
and other conditions for the sale of EP, as may be modified or superseded from time to
time.

V. Schedule A refers to the Schedule A entitled “Expansion Power Allocations” which is
attached to and made part of this Agreement.

W. Schedule B refers to the Schedule B entitled “Expansion Power Commitments” which is
attached to and made part of this Agreement.

X. Substitute Energy means energy sold to the Customer at its request which the Authority
procures from markets administered by the NYISO to replace hydroelectricity that would
otherwise have been supplied to the Customer under this Agreement.

Y. Supplemental Agreement means an agreement entitled “Supplemental Agreement for
the Delivery of Power Allocations between Power Authority of the State of New York
and New York State Electric & Gas Corporation,” made as of July 18, 2007.

Z. Unforced Capacity (or UCAP) means the electric capacity required to be provided by
LSEs to serve electric load as defined by the NYISO Tariffs, rules, manuals and
procedures.

II. Electric Service

A. The Authority shall make available Electric Service to enable the Customer to receive the
Allocation commencing ___, 2011 (or on such later date as this Agreement becomes
effective) in accordance with this Agreement, the Service Tariff and the Rules.

B. The Authority shall provide UCAP in amounts necessary to meet the Customer’s NYISO
UCAP requirements associated with the Allocation in accordance with the NYISO
Tariffs.

C. The Contract Demand for the Customer’s Allocation may be modified by the Authority if
the amount of Firm Power and Firm Energy available for sale as EP or RP from the
Project is modified as required to comply with any ruling, order, or decision of any
regulatory or judicial body having jurisdiction, including but not limited to FERC. Any
such modification will be made on a pro rata basis to all EP and RP customers, as
applicable, based on the terms of such ruling, order, or decision.
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D. The Contract Demand may not exceed the Allocation.

III. Rates, Terms and Conditions

A. Electric Service shall be sold to the Customer based on the rates, terms and conditions
determined in accordance with this Agreement, the Service Tariff and the Rules.

B. The Customer may not resell or permit any other person to use any quantity of the EP it
has purchased from the Authority under this Agreement.

C. Electric Service sold to the Customer pursuant to this Agreement may only be used by
the Customer at the Facility.

D. Notwithstanding any other provision of this Agreement to the contrary, the power and
energy rates for Electric Service shall be subject to increase by the Authority at any time
upon 30 days prior written notice to the Customer if, after consideration by the Authority
of its legal obligations, the marketability of the output or use of the Project and the
Authority’s competitive position with respect to other suppliers, the Authority determines
in its discretion that increases in rates obtainable from any other Authority customers will
not provide revenues, together with other available Authority funds not needed for
operation and maintenance expenses, capital expenses, and reserves, sufficient to meet all
requirements specified in the Authority’s bond and note resolutions and covenants with
the holders of its financial obligations. The Authority shall use its best efforts to inform
the Customer at the earliest practicable date of its intent to increase the power and energy
charges pursuant to this provision. Any rate increase to the Customer under this
subsection shall be on a non-discriminatory basis as compared to other Authority
customers after giving consideration to the factors set forth in the first sentence of this
subsection. With respect to any such increase, the Authority shall forward to the
Customer with the notice of increase, an explanation of all reasons for the increase, and
shall also identify the sources from which the Authority will obtain the total of increased
revenues and the bases upon which the Authority will allocate the increased revenue
requirements among its customers. Any such increase in rates shall remain in effect only
so long as the Authority determines such increase is necessary to provide revenues for the
purposes stated in the preceding sentences.

IV. Expansion Power Commitments

Schedule B sets forth the Customer’s specific “Expansion Power Commitments.” The
commitments agreed to in Schedule B are in addition to any other rights and obligations
of the Parties provided for in the Agreement.

V. Rules and Service Tariff

The Service Tariff, as may be modified or superseded from time to time by the Authority
in its discretion, is hereby incorporated into this Agreement with the same force and
effect as if set forth herein at length. In the event of any inconsistencies, conflicts or
differences between the provisions of the Service Tariff and the Rules, the provisions of
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the Service Tariff shall govern. In the event of any inconsistencies, conflicts or
differences between the provisions of this Agreement and the Service Tariff, the
provisions of this Agreement shall govern.

VI. Transmission and Delivery of Firm Power and Firm Energy; Responsibility for
Charges

A. The Customer will pay NYSEG for transmission and delivery service associated with the
Allocation in accordance with the Supplemental Agreement, and all applicable tariffs,
rulemakings, and orders, in order to deliver to the Customer the Allocation of Firm Power
and Firm Energy supplied by the Authority under this Agreement. To the extent the
Authority incurs transmission and delivery service charges or other costs associated with
the Allocation during the term of this Agreement, the Customer agrees to compensate the
Authority for all such charges and costs incurred.

B. Each Party hereby represents that nothing in this Agreement conflicts with the
Supplemental Agreement, and the event of any such conflict, the terms of the
Supplemental Agreement shall control.

C. The Customer understands and acknowledges that delivery of the Allocation will be
made over transmission facilities under the control of the NYISO. The Authority will act
as the LSE with respect to the NYISO, or arrange for another entity to do so on the
Authority’s behalf. The Customer agrees and understands that it shall be responsible to
the Authority for all costs incurred by the Authority with respect to the Allocation for the
services established in the NYISO Tariff or other applicable tariff (“NYISO Charges”),
as set forth in the Service Tariff or any successor service tariff, regardless of whether
such NYISO Charges are transmission-related. Such NYISO Charges shall be in addition
to the charges for power and energy.

VII. Billing and Billing Methodology

A. The billing methodology for the Allocation shall be determined on a “load factor sharing”
basis consistent with the Supplemental Agreement.

B. The Authority will render bills by the 10th business day of the month for charges due for
the previous month. Such bills shall include charges for Electric Service, NYISO
Charges associated with the Allocation (subject to adjustment consistent with any later
NYISO re-billings to the Authority), and other applicable charges.

C. All other provisions with respect to billing are set forth in the Service Tariff.

VIII. Hydropower Curtailments and Substitute Energy

A. If, as a result of reduced water flows caused by hydrologic conditions, there is
insufficient energy from the Hydro Projects to supply the full power and energy
requirements of the Authority’s firm power customers served by the Authority from the
Hydro Projects, curtailments (i.e. reductions) in the amount of Firm Power and Firm
Energy associated with the Allocation to which the Customer is entitled shall be applied
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on a pro rata basis to all firm power and energy customers served from the Hydro
Projects, consistent with the Service Tariff as applicable.

B. The Authority shall provide reasonable notice to Customer of any curtailments referenced
in Section VII.A of this Agreement that could impact Customer’s Electric Service under
this Agreement. Upon written request by the Customer, the Authority will provide
Substitute Energy to the Customer to replace the Firm Power and Firm Energy that would
otherwise have been supplied pursuant to this Agreement.

C. For each kilowatt-hour of Substitute Energy supplied by the Authority, the Customer will
pay the Authority directly during the billing month: (1) the difference between the market
cost of the Substitute Energy and the charge for firm energy as provided for in this
Agreement; and (2) any NYISO charges and taxes the Authority incurs in connection
with the provision of such Substitute Energy. Billing and payment for Substitute Energy
shall be governed by the Billing and Payments provision of the Authority’s Rules
(Section 454.6) and shall apply directly to the Substitute Energy service supplied to the
Customer.

D. The Parties may enter into a separate agreement to facilitate the provision of Substitute
Energy, provided, however, that the provisions of this Agreement shall remain in effect
notwithstanding any such separate agreement. The provision of Substitute Energy may
be terminated by the Authority or the Customer on fifteen (15) days’ prior written notice.

IX. Effectiveness, Term and Termination

A. This Agreement shall become effective and legally binding on the Parties: (1) upon
execution of this Agreement by the Authority and the Customer; and (2) upon execution
of a Sales Agreement Appendix by the Parties and NYSEG unless otherwise agreed to by
the Parties and NYSEG pursuant to the Supplemental Agreement.

B. Once initiated, Electric Service under the Agreement shall continue until the earliest of:
(1) termination by the Customer with respect to its Allocation upon ninety (90) days prior
written notice to the Authority; (2) termination by the Authority pursuant to this
Agreement, the Service Tariff, or the Rules; (3) termination of the Supplemental
Agreement or the Sales Agreement Appendix as provided for in the Supplemental
Agreement and the Sales Agreement Appendix; or (4) June 30, 2013.

C. The Customer may exercise a partial termination of the Allocation upon at least thirty
(30) days notice prior written notice to the Authority. The termination shall be effective
commencing with the first billing period as defined in the Service Tariff.

D. The Authority may cancel service under this Agreement or modify the quantities of Firm
Power and Firm Energy associated with the Allocation: (1) if such cancellation or
modification is required to comply with any final ruling, order or decision of any
regulatory or judicial body of competent jurisdiction (including any licensing or re-
licensing order or orders of the FERC or its successor agency); or (2) as otherwise
provided in this Agreement, the Service Tariff or the Rules.
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X. Transition of Allocation to WNY Contract Extension

Beginning July 1, 2013, the provision of the Allocation will be governed by the WNY
Contract Extension (and the Authority’s Service Tariff No. WNY-1 and the Rules as
provided in the WNY Contract Extension). To facilitate the transition of the Allocation
to the WNY Contract Extension, the Authority will (i) modify Schedule A to the WNY
Contract Extension to add the Allocation, (ii) modify Schedule B to the WNY Contract
Extension to add the Customer’s Employment Commitments under this Agreement, and
(iii) provide a revised/supplemental Schedule A and Schedule B to the Customer. Such
transition shall not otherwise effect the Allocation, including the term of the Allocation,
or otherwise modify the terms of the WNY Contract Extension. Notwithstanding Article
XV of the WNY Contract Extension, further consent of the parties shall not be required
to effectuate the transition described in this Section, provided, however, that nothing in
this Section shall preclude the Parties from agreeing to additional modifications of the
WNY Contract Extension to facilitate such transition.

XI. Notification

A. Correspondence involving the administration of this Agreement shall be addressed as
follows:

To: The Authority

New York Power Authority
123 Main Street
White Plains, New York 10601
Email:
Attention: Mr. Michael J. Huvane, Vice President, Marketing

To: The Customer

Moog Inc.
Jamison Road and Seneca Street
East Aurora, New York 14052
Email:
Attention: Timothy P. Balkin, Treasurer

The foregoing notice/notification information pertaining to either Party may be changed
by such Party upon notification to the other Party pursuant to Section IX.B of this
Agreement.

B. Except where otherwise herein specifically provided, any notice, communication or
request required or authorized by this Agreement by either Party to the other shall be
deemed properly given: (1) if sent by U.S. First Class mail addressed to the Party at the
address set forth above; (2) if sent by a nationally recognized overnight delivery service,
two (2) calendar days after being deposited for delivery to the appropriate address set
forth above; (3) if delivered by hand, with written confirmation of receipt; (4) if sent by
facsimile to the appropriate fax number as set forth above, with written confirmation of
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receipt; or (5) if sent by electronic mail to the appropriate address as set forth above, with
written confirmation of receipt. Either Party may change the addressee and/or address for
correspondence sent to it by giving written notice in accordance with the foregoing.

XII. Applicable Law

This Agreement shall be governed by and construed in accordance with the laws of the
State of New York to the extent that such laws are not inconsistent with the FERC
License and the Niagara Redevelopment Act (16 U.S.C. §§836, 836a).

XIII. Venue

Each Party consents to the exclusive jurisdiction and venue of any state or federal court
within or for Albany County, New York, with subject matter jurisdiction for adjudication
of any claim, suit, action or any other proceeding in law or equity arising under, or in any
way relating to this Agreement.

XIV. Assignments and Transfers

The Customer may not assign or otherwise transfer an interest in this Agreement without
written approval of the Authority.

XV. Previous Agreements and Communications

A. This Agreement shall constitute the sole and complete agreement of the Parties hereto
with respect to the sale, transmission and delivery of the Allocation and supersedes all
previous communications and agreements between the Parties hereto, either oral or
written, with reference to said Allocation, including the Interim Agreement.

B. Except as otherwise provided in this Agreement, no modification of this Agreement shall
be binding upon the Parties hereto or either of them unless such modification is in writing
and is signed by a duly authorized officer of each of them.

XVI. Severability and Voidability

A. If any term or provision of this Agreement shall be invalidated, declared unlawful or
ineffective in whole or in part by an order of the FERC or a court of competent
jurisdiction, such order shall not be deemed to invalidate the remaining terms or
provisions hereof.

B. Notwithstanding the preceding paragraph, if any provision of this Agreement is rendered
void or unenforceable or otherwise modified by a court or agency of competent
jurisdiction, the entire Agreement shall, at the option of either Party and only in such
circumstances in which such Party’s interests are materially and adversely impacted by
any such action, be rendered void and unenforceable by such affected Party.
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XVII. Waiver

A. Any waiver at any time by either the Authority or the Customer of their rights with
respect to a default or of any other matter arising out of this Agreement shall not be
deemed to be a waiver with respect to any other default or matter.

B. No waiver by either Party of any rights with respect to any matter arising in connection
with this Agreement shall be effective unless made in writing and signed by the Party
making the waiver.

XVIII. Execution

To facilitate execution, this Agreement may be executed in as many counterparts as may
be required, and it shall not be necessary that the signatures of, or on behalf of, each
Party, or that the signatures of all persons required to bind any Party, appear on each
counterpart; but it shall be sufficient that the signature of, or on behalf of, each Party, or
that the signatures of the persons required to bind any Party, appear on one or more of the
counterparts. All counterparts shall collectively constitute a single agreement. It shall
not be necessary in making proof of this Agreement to produce or account for more than
a number of counterparts containing the respective signatures of, or on behalf of, all of
the Parties hereto. The delivery of an executed counterpart of this Agreement by email as
a PDF file shall be legal and binding and shall have the same full force and effect as if an
original executed counterpart of this Agreement had been delivered.

[SIGNATURES FOLLOW ON NEXT PAGE]
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AGREED:

MOOG INC.

By: _____________________________________________

Title: _____________________________________________

Date: _____________________________________________

AGREED:

POWER AUTHORITY OF THE STATE OF NEW YORK

By: ______________________________________________

Title: _____________________________________________

Date: _____________________________________________
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SCHEDULE A TO AGREEMENT FOR THE SALE OF EXPANSION POWER AND
ENERGY TO MOOG INC.

EXPANSION POWER ALLOCATIONS

Customer: MOOG INC.

Facility: The Facility (located at Jamison Road and Seneca Street, East Aurora,
New York 14052)

Type of Allocation Allocation (kW) Expiration Date Extended Expiration Date
1. EP 300 N/A

TOTALS: 300 kW
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SCHEDULE B TO AGREEMENT FOR THE SALE OF EXPANSION POWER
AND ENERGY TO MOOG INC.

EXPANSION POWER COMMITMENTS

I. Employment Commitments

A. Employment Levels

The provision of Expansion Power to the Customer hereunder is
in consideration of, among other things, the Customer’s creation and/or
maintenance of the employment level set forth in Appendix A of this
Schedule (the “Base Employment Level”). Such Base Employment
Level shall be the total number of full-time positions held by: (1)
individuals who are employed by the Customer at Customer’s facilities
identified in Appendix A to this Schedule, and (2) individuals who are
contractors or who are employed by contractors of the Customer and
assigned to the facilities identified in such Appendix A (collectively,
“Base Level Employees”). The number of Base Level Employees shall
not include individuals employed on a part-time basis (less than 35 hours
per week); provided, however, that two individuals each working 20
hours per week or more at such facilities shall be counted as one Base
Level Employee.

The Base Employment Level shall not be created or maintained
by transfers of employees from previously held positions with the
Customer or its affiliates within the State of New York, except that the
Base Employment Level may be filled by employees of the Customer
laid off from other Customer facilities for bona fide economic or
management reasons.

The Authority may consider a request to change the Base
Employment Level based on a claim of increased productivity, increased
efficiency or adoption of new technologies or for other appropriate
reasons as determined by the Authority. Any such change shall be
within Authority’s sole discretion.

B. Employment Records and Reports

A record shall be kept monthly by the Customer, and provided
on a calendar year basis to the Authority, of the total number of Base
Level Employees who are employed at or assigned to the Customer’s
facilities identified in Appendix A to this Schedule, as reported to the
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United States Department of Labor (or as reported in such other record
as agreed upon by the Authority and the Customer). Such report shall
separately identify the individuals who are employed by the Customer,
and the individuals who are contractors or who are employed by
contractors of the Customer, and shall be certified to be correct by an
officer of the Customer, plant manager or such other person authorized
by the Customer to prepare and file such report and shall be provided to
the Authority on or before the last day of February following the end of
the most recent calendar year. The Authority shall have the right to
examine and audit on reasonable advance written notice all non-
confidential written and electronic records and data concerning
employment levels including, but not limited to, personnel records and
summaries held by the Customer and its affiliates relating to
employment in New York State.

II. Reductions of Contract Demand

A. Employment Levels

If the year-end monthly average number of employees is less
than 90% of the Base Employment Level set forth in this Schedule B,
for the subject calendar year, the Authority may reduce the Contract
Demand subject to Article II.D of this Schedule. The maximum amount
of reduction will be determined by multiplying the Contract Demand by
the quantity one minus the quotient of the average monthly employment
during the subject calendar year divided by the Base Employment Level.
Any such reduction shall be rounded to the nearest fifty (50) kW. In the
event of a reduction of the Contract Demand to zero, the Agreement
shall automatically terminate.

B. Power Utilization Levels

A record shall be kept monthly by the Customer, and provided on a
calendar year basis to the Authority on or before the last day of February
following the end of the most recent calendar year, of the maximum
demand utilized each month in the facilities receiving the power covered
by the Agreement. If the average of the Customer’s six (6) highest
Billing Demands (as such term is described in Service Tariff No. EP-1)
for Expansion Power is less than 90% of the Customer’s Contract
Demand in such calendar year the Authority may reduce the Contract
Demand subject to Article II.D of this Schedule. The maximum amount
by which the Authority may reduce the Contract Demand shall be
determined by multiplying the Contract Demand by the quantity one
minus the quotient of the average of the six (6) highest Billing Demands
for in such calendar year divided by the Contract Demand. Any such
reduction shall be rounded to the nearest fifty (50) kW. In the event of a
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reduction of the Contract Demand to zero, this Agreement shall
automatically terminate.

C. Capital Investment Levels

The Customer has completed the Capital Investment set forth in
the Appendix to this Schedule B. No other Capital Investment
commitments are applicable to the Allocation.

D. Notice of Intent to Reduce Contract Demand

In the event that the Authority determines that the Contract
Demand will be wholly or partially reduced pursuant to this Schedule ,
the Authority shall provide the Customer with at least thirty (30) days
prior written notice of such reduction, specifying the amount of the
reduction of Contract Demand and the reason for the reduction,
provided, however, that before making the reduction, the Authority may
consider the Customer’s scheduled or unscheduled maintenance or
facilities upgrading periods when such events temporarily reduce plant
employment levels or electrical demand as well as business cycle.

III. Energy Efficiency Audits; Information Requests

The Customer shall undergo an energy efficiency audit of its
facilities and equipment at which the Allocation is consumed at the
Customer’s expense at least once during the term of this Agreement. The
Customer will provide the Authority with a copy of the audit or, at the
Authority’s option, a report describing the results of the audit, and provide
documentation requested by the Authority to verify the implementation of
any efficiency measures implemented at the facilities.

The Customer agrees to cooperate to make its facilities available
at reasonable times and intervals for energy audits and related assessments
that the Authority desires to perform, if any, at the Authority’s own
expense.

The Customer shall provide information requested by the
Authority or its designee in surveys, questionnaires and other information
requests relating to energy efficiency and energy-related projects,
programs and services.

The Customer may, after consultation with the Authority,
exclude from written copies of audits, reports and other information
provided to the Authority under this Article trade secrets and other
information which if disclosed would harm the competitive position of the
Customer.
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APPENDIX TO SCHEDULE B

Base Employment Level

In consideration of receiving the Allocation, the Customer agrees to attain a Base
Employment Level of 2,567 persons at the Customer’s Facility within 3 years of
commencement of Electric Service under the Agreement and to maintain such Base
Employment Level thereafter for the term of the allocation in accordance with Article I of
Schedule B. The Base Employment Level is derived from (1) a stipulation by the
Customer that there exists 2,497 jobs at the Facility at the time of the award of the
Allocation by the Authority, and (2) a commitment by the Customer to create 70 new
jobs at the Facility.

Capital Investment Level

In consideration of receiving the Allocation, the Customer has made a capital investment
of approximately $13.0 million in the Facility, adding a new 68,000 square foot corporate
headquarters/ shared services building. The new building is designed to enable co-
location of various administrative functions across the campus into one facility, freeing
up space needed by manufacturing / operating business units.
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The POWER AUTHORITY OF THE STATE OF NEW YORK (“Authority”), created
pursuant to Chapter 772 of the New York Laws of 1931 and existing under Title I of Article V of
the New York Public Authorities Law (“PAL”), having its office and principal place of business
at 30 South Pearl Street, 10th Floor, Albany, New York 12207-3425, hereby enters into this
Agreement for the Sale of Expansion Power and energy (“Agreement”) with TRY-IT
DISTRIBUTING Co., INC. (“Customer”), with facilities at 4155 Walden Avenue, Lancaster,
New York 14086. The Authority and the Customer are from time referred to in this Agreement
as “Party” or collectively as “Parties” and agree follows:

RECITALS

WHEREAS, the Authority is authorized to sell hydroelectric power produced by the
Niagara Power Project, Federal Energy Regulatory Commission (“FERC”) Project No. 2216,
known as “Expansion Power” (or “EP”), as further defined in this Agreement, to qualified
businesses in New York State in accordance with PAL § 1005(5) and (13);

WHEREAS, EP consists of 250 megawatts (“MW”) of firm hydroelectric power and
associated firm energy produced by the Niagara Power Project;

WHEREAS, the Authority is authorized pursuant to PAL § 1005(13)(a) to award EP
based on, among other things, the criteria listed in the PAL, including but not limited to an
applicant’s long-term commitment to the region as evidenced by the current and planned capital
investment; the type and number of jobs supported or created by the allocation; and the state,
regional and local economic development strategies and priorities supported by local units of
governments in the area in which the recipient’s facilities are located;

WHEREAS, PAL § 1005(11) provides that the Authority is authorized to “[t]o exercise
all the powers necessary or convenient to carry out and effectuate the purposes and provisions of
… title [1 of article 5 of the PAL] … and as incidental thereto to . . . sell … electric power, and
generally to do any and every thing necessary or convenient to carry out the purposes of … title
[1 of article 5 of the PAL] …”;

WHEREAS, the Customer applied to the Authority for an allocation of EP for use by the
Customer at its facilities (defined in Section I of this Agreement as the “Facility);

WHEREAS, on July 26, 2011, the Authority’s Board of Trustees (“Trustees”) approved a
200 kilowatt (“kW”) allocation of EP to the Customer for a five (5) year term (defined in Section
I of this Agreement as the “Allocation”) as further described in this Agreement;

WHEREAS, on July 26, 2011, the Trustees further authorized the Authority to, among
other things, take any and all actions and execute and deliver any and all agreements and other
documents necessary to effectuate its approval of the Allocation;

WHEREAS, the Customer has completed an expansion of its Facility and has requested
that the Allocation be made available beginning ____;
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WHEREAS, NYPA staff has confirmed that the expansion of the Facility is complete;

WHEREAS, the provision of Electric Service (defined in Section I of this Agreement)
associated with the Allocation is an unbundled service separate from the Authority’s sale of
power and energy to the Customer, which will be performed by New York State Electric & Gas
Corporation (“NYSEG”);

WHEREAS, such transmission and delivery service will be made in accordance with a
separate agreement between the Customer, the Authority and NYSEG (defined in Section I of
this Agreement as the “Supplemental Agreement”) and NYSEG tariffs as applicable;

WHEREAS, on ___, 2011, the Parties executed an Interim Agreement for the Sale of
Expansion Power and Energy (defined in Section I of this Agreement as the “Interim
Agreement”), to enable the Customer to receive the Allocation pending the execution of a long-
term agreement, or until ___, whichever first occurs;

WHEREAS, in accordance with the Supplemental Agreement, the Authority, the
Customer and NYSEG, on ___, executed the “Interim Sale Agreement Appendix,” which is
attached to the Interim Agreement as Exhibit A;

WHEREAS, the Parties have reached an agreement on a long-term contract governing
the sale of the Allocation to the Customer as set forth in this Agreement;

WHEREAS, the Parties intend that this Agreement will govern the terms and conditions
of the sale of the Allocation to the Customer;

WHEREAS, the Authority has complied with requirements of PAL § 1009 which
specifies the approval process for certain contracts negotiated by the Authority; and

WHEREAS, the Governor of the State of New York has approved the terms of this
Agreement pursuant to PAL § 1009(3).

NOW THEREFORE, in consideration of the mutual covenants herein, the Authority and
the Customer agree as follows:

NOW THEREFORE, the Parties hereto agree as follows:

I. Definitions

A. Agreement means this Agreement.

B. Allocation refers to the allocation of 200 kW of EP awarded to the Customer for a five
(5) year term as specified in Schedule A.

C. Contract Demand is as defined in the Service Tariffs.
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D. Electric Service is the Firm Power and Firm Energy associated with the Allocation and
sold by the Authority to the Customer in accordance with this Agreement, the Service
Tariffs and the Rules.

E. Expansion Power (or EP) is 250 MW of Firm Power and associated Firm Energy from
the Project eligible to be allocated by the Authority for sale to businesses pursuant to
PAL § 1005 (5) and (13).

F. Facility means the Customer’s the Customer’s place of business located at 4155 Walden
Avenue, Lancaster, New York 14086.

G. Firm Power is as defined in the Service Tariffs.

H. Firm Energy is as defined in the Service Tariffs.

I. FERC means the Federal Energy Regulatory Commission (or any successor
organization).

J. FERC License means the first new license issued by FERC to the Authority for the
continued operation and maintenance of the Project, pursuant to Section 15 of the Federal
Power Act, which became effective September 1, 2007 after expiration of the Project’s
original license which became effective in 1957.

K. Hydro Projects is a collective reference to the Project (defined below) and the
Authority’s St. Lawrence-FDR Project, FERC Project No. 2000.

L. Interim Agreement means the Interim Agreement for the Sale of Expansion Power and
Energy, executed by the Parties on ___.

M. Load Serving Entity (or LSE) means an entity designated by a retail electricity
customer (including the Customer) to provide capacity, energy and ancillary services to
serve such customer, in compliance with NYISO Tariffs, rules, manuals and procedures.

N. NYISO means the New York Independent System Operator or any successor
organization.

O. NYISO Tariffs means the NYISO’s Open Access Transmission Tariff or the NYISO’s
Market Administration and Control Area Services Tariff, as applicable, as such tariffs are
modified from time to time, or any successor to such tariffs.

P. NYSEG has the meaning set forth in the eighth recital.

Q. Project means the Niagara Power Project, FERC Project No. 2216.

R. Replacement Power (or RP) is 445 MW of Firm Power and associated Firm Energy
from the Project eligible to be allocated by the Authority for sale to businesses pursuant
to PAL § 1005(5) and (13).
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S. Rules are the applicable provisions of Authority’s rules and regulations (Chapter X of
Title 21 of the Official Compilation of Codes, Rules and Regulations of the State of New
York), as may be modified from time to time by the Authority.

T. Sales Agreement Appendix refers to the form Sales Agreement Appendix which is
Attachment B to the Supplemental Agreement, a completed and executed copy of which
is annexed to this Agreement as Exhibit A.

U. Service Tariffs is a collective reference to the Authority’s Service Tariff No. EP-1 and
Service Tariff No. WNY-1, as applicable.

V. Service Tariff No. EP-1 means the Authority’s Service Tariff No. EP-1, establishing
rates, terms and other conditions for the sale of EP, as may be modified or superseded
from time to time. Service Tariff No. EP-1 shall be applicable to Electric Service
provided prior to July 1, 2013.

W. Service Tariff No. WNY-1 means the Authority’s Service Tariff No. WNY-1, as may be
modified from time to time by the Authority. Service Tariff No. WNY-1 shall be
applicable to Electric Service provided on and after July 1, 2013.

X. Schedule A refers to the Schedule A entitled “Expansion Power Allocations” which is
attached to and made part of this Agreement.

Y. Schedule B refers to the Schedule B entitled “Expansion Power Commitments” which is
attached to and made part of this Agreement.

Z. Substitute Energy means energy sold to the Customer at its request which the Authority
procures from markets administered by the NYISO to replace hydroelectricity that would
otherwise have been supplied to the Customer under this Agreement.

AA. Supplemental Agreement means an agreement entitled “Supplemental Agreement for
the Delivery of Power Allocations between Power Authority of the State of New York
and New York State Electric & Gas Corporation,” made as of July 18, 2007.

BB. Unforced Capacity (or UCAP) means the electric capacity required to be provided by
LSEs to serve electric load as defined by the NYISO Tariffs, rules, manuals and
procedures

II. Electric Service

A. The Authority shall make available Electric Service to enable the Customer to receive the
Allocation commencing ___ (or on such later date as this Agreement becomes effective)
in accordance with this Agreement, the Service Tariffs and the Rules.

B. The Authority shall provide UCAP in amounts necessary to meet the Customer’s NYISO
UCAP requirements associated with the Allocation in accordance with the NYISO
Tariffs.
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C. The Contract Demand for the Customer’s Allocation may be modified by the Authority if
the amount of Firm Power and Firm Energy available for sale as EP or RP from the
Project is modified as required to comply with any ruling, order, or decision of any
regulatory or judicial body having jurisdiction, including but not limited to FERC. Any
such modification will be made on a pro rata basis to all EP and RP customers, as
applicable, based on the terms of such ruling, order, or decision.

D. The Contract Demand may not exceed the Allocation.

III. Rates, Terms and Conditions

A. From the effective date of this Agreement through and including June 30, 2013, Electric
Service shall be sold to the Customer based on the rates, terms and conditions determined
in accordance with this Agreement, Service Tariff No. EP-1 and the Rules.

B. From July 1, 2013 until the termination of this Agreement, Electric Service shall be sold
to the Customer based on the rates, terms and conditions determined in accordance with
this Agreement, Service Tariff No. WNY-1 and the Rules.

C. The Customer may not resell or permit any other person to use any quantity of the EP it
has purchased from the Authority under this Agreement.

D. Electric Service sold to the Customer pursuant to this Agreement may only be used by
the Customer at the Facility.

E. Notwithstanding any other provision of this Agreement to the contrary, the power and
energy rates for Electric Service shall be subject to increase by the Authority at any time
upon 30 days prior written notice to the Customer if, after consideration by the Authority
of its legal obligations, the marketability of the output or use of the Project and the
Authority’s competitive position with respect to other suppliers, the Authority determines
in its discretion that increases in rates obtainable from any other Authority customers will
not provide revenues, together with other available Authority funds not needed for
operation and maintenance expenses, capital expenses, and reserves, sufficient to meet all
requirements specified in the Authority’s bond and note resolutions and covenants with
the holders of its financial obligations. The Authority shall use its best efforts to inform
the Customer at the earliest practicable date of its intent to increase the power and energy
charges pursuant to this provision. Any rate increase to the Customer under this
subsection shall be on a non-discriminatory basis as compared to other Authority
customers after giving consideration to the factors set forth in the first sentence of this
subsection. With respect to any such increase, the Authority shall forward to the
Customer with the notice of increase, an explanation of all reasons for the increase, and
shall also identify the sources from which the Authority will obtain the total of increased
revenues and the bases upon which the Authority will allocate the increased revenue
requirements among its customers. Any such increase in rates shall remain in effect only
so long as the Authority determines such increase is necessary to provide revenues for the
purposes stated in the preceding sentences.



7

IV. Expansion Power Commitments

Schedule B sets forth the Customer’s specific “Expansion Power Commitments.” The
commitments agreed to in Schedule B are in addition to any other rights and obligations
of the Parties provided for in the Agreement.

V. Rules and Service Tariffs

The Service Tariffs, as may be modified or superseded from time to time by the
Authority in its discretion, are hereby incorporated into this Agreement with the same
force and effect as if set forth herein at length. In the event of any inconsistencies,
conflicts or differences between the provisions of the Service Tariffs and the Rules, the
provisions of the Service Tariffs shall govern. In the event of any inconsistencies,
conflicts or differences between the provisions of this Agreement and the Service Tariffs,
the provisions of this Agreement shall govern.

VI. Transmission and Delivery of Firm Power and Firm Energy; Responsibility for
Charges

A. The Customer will pay NYSEG for transmission and delivery service associated with the
Allocation in accordance with the Supplemental Agreement, and all applicable tariffs,
rulemakings, and orders, in order to deliver to the Customer the Allocation of Firm Power
and Firm Energy supplied by the Authority under this Agreement. To the extent the
Authority incurs transmission and delivery service charges or other costs associated with
the Allocation during the term of this Agreement, the Customer agrees to compensate the
Authority for all such charges and costs incurred.

B. Each Party hereby represents that nothing in this Agreement conflicts with the
Supplemental Agreement, and the event of any such conflict, the terms of the
Supplemental Agreement shall control.

C. The Customer understands and acknowledges that delivery of the Allocation will be
made over transmission facilities under the control of the NYISO. The Authority will act
as the LSE with respect to the NYISO, or arrange for another entity to do so on the
Authority’s behalf. The Customer agrees and understands that it shall be responsible to
the Authority for all costs incurred by the Authority with respect to the Allocation for the
services established in the NYISO Tariff or other applicable tariff (“NYISO Charges”),
as set forth in the Service Tariffs or any successor service tariff, regardless of whether
such NYISO Charges are transmission-related. Such NYISO Charges shall be in addition
to the charges for power and energy.

VII. Billing and Billing Methodology

A. The billing methodology for the Allocation shall be determined on a “load factor sharing”
basis consistent with the Supplemental Agreement.

B. The Authority will render bills by the 10th business day of the month for charges due for
the previous month. Such bills shall include charges for Electric Service, NYISO
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Charges associated with the Allocation (subject to adjustment consistent with any later
NYISO re-billings to the Authority), and other applicable charges.

C. All other provisions with respect to billing are set forth in the Service Tariffs.

VIII. Hydropower Curtailments and Substitute Energy

A. If, as a result of reduced water flows caused by hydrologic conditions, there is
insufficient energy from the Hydro Projects to supply the full power and energy
requirements of the Authority’s firm power customers served by the Authority from the
Hydro Projects, curtailments (i.e. reductions) in the amount of Firm Power and Firm
Energy associated with the Allocation to which the Customer is entitled shall be applied
on a pro rata basis to all firm power and energy customers served from the Hydro
Projects, consistent with the Service Tariffs as applicable.

B. The Authority shall provide reasonable notice to Customer of any curtailments referenced
in Section VII.A of this Agreement that could impact Customer’s Electric Service under
this Agreement. Upon written request by the Customer, the Authority will provide
Substitute Energy to the Customer to replace the Firm Power and Firm Energy that would
otherwise have been supplied pursuant to this Agreement.

C. For each kilowatt-hour of Substitute Energy supplied by the Authority, the Customer will
pay the Authority directly during the billing month: (1) the difference between the market
cost of the Substitute Energy and the charge for firm energy as provided for in this
Agreement; and (2) any NYISO charges and taxes the Authority incurs in connection
with the provision of such Substitute Energy. Billing and payment for Substitute Energy
shall be governed by the Billing and Payments provision of the Authority’s Rules
(Section 454.6) and shall apply directly to the Substitute Energy service supplied to the
Customer.

D. The Parties may enter into a separate agreement to facilitate the provision of Substitute
Energy, provided, however, that the provisions of this Agreement shall remain in effect
notwithstanding any such separate agreement. The provision of Substitute Energy may
be terminated by the Authority or the Customer on fifteen (15) days’ prior written notice.

IX. Effectiveness, Term and Termination

A. This Agreement shall become effective and legally binding on the Parties: (1) upon
execution of this Agreement by the Authority and the Customer; and (2) upon execution
of a Sales Agreement Appendix by the Parties and NYSEG unless otherwise agreed to by
the Parties and NYSEG pursuant to the Supplemental Agreement.

B. Once initiated, Electric Service under the Agreement shall continue until the earliest of:
(1) termination by the Customer with respect to its Allocation upon ninety (90) days prior
written notice to the Authority; (2) termination by the Authority pursuant to this
Agreement, the Service Tariffs, or the Rules; (3) termination of the Supplemental
Agreement or the Sales Agreement Appendix as provided for in the Supplemental
Agreement and the Sales Agreement Appendix; or (4) ___.
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C. The Customer may exercise a partial termination of the Allocation upon at least thirty
(30) days notice prior written notice to the Authority. The termination shall be effective
commencing with the first billing period as defined in the Service Tariffs.

D. The Authority may cancel service under this Agreement or modify the quantities of Firm
Power and Firm Energy associated with the Allocation: (1) if such cancellation or
modification is required to comply with any final ruling, order or decision of any
regulatory or judicial body of competent jurisdiction (including any licensing or re-
licensing order or orders of the FERC or its successor agency); or (2) as otherwise
provided in this Agreement, the Service Tariffs, or the Rules.

X. Notification

A. Correspondence involving the administration of this Agreement shall be addressed as
follows:

To: The Authority

New York Power Authority
123 Main Street
White Plains, New York 10601
Email:
Attention: Mr. Michael J. Huvane, Vice President, Marketing

To: The Customer

Try-It Distributing Co., Inc.
4155 Walden Avenue
Lancaster, New York 14086
Email:
Attention:

The foregoing notice/notification information pertaining to either Party may be changed
by such Party upon notification to the other Party pursuant to Section IX.B of this
Agreement.
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B. Except where otherwise herein specifically provided, any notice, communication or
request required or authorized by this Agreement by either Party to the other shall be
deemed properly given: (1) if sent by U.S. First Class mail addressed to the Party at the
address set forth above; (2) if sent by a nationally recognized overnight delivery service,
two (2) calendar days after being deposited for delivery to the appropriate address set
forth above; (3) if delivered by hand, with written confirmation of receipt; (4) if sent by
facsimile to the appropriate fax number as set forth above, with written confirmation of
receipt; or (5) if sent by electronic mail to the appropriate address as set forth above, with
written confirmation of receipt. Either Party may change the addressee and/or address for
correspondence sent to it by giving written notice in accordance with the foregoing.

XI. Applicable Law

This Agreement shall be governed by and construed in accordance with the laws of the
State of New York to the extent that such laws are not inconsistent with the FERC
License and the Niagara Redevelopment Act (16 U.S.C. §§836, 836a).

XII. Venue

Each Party consents to the exclusive jurisdiction and venue of any state or federal court
within or for Albany County, New York, with subject matter jurisdiction for adjudication
of any claim, suit, action or any other proceeding in law or equity arising under, or in any
way relating to this Agreement.

XIII. Assignments and Transfers

The Customer may not assign or otherwise transfer an interest in this Agreement without
written approval of the Authority.

XIV. Previous Agreements and Communications

A. This Agreement shall constitute the sole and complete agreement of the Parties hereto
with respect to the sale, transmission and delivery of the Allocation and supersedes all
previous communications and agreements between the Parties hereto, either oral or
written, with reference to said Allocation, including the Interim Agreement.

B. Except as otherwise provided in this Agreement, no modification of this Agreement shall
be binding upon the Parties hereto or either of them unless such modification is in writing
and is signed by a duly authorized officer of each of them.

XV. Severability and Voidability

A. If any term or provision of this Agreement shall be invalidated, declared unlawful or
ineffective in whole or in part by an order of the FERC or a court of competent
jurisdiction, such order shall not be deemed to invalidate the remaining terms or
provisions hereof.
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B. Notwithstanding the preceding paragraph, if any provision of this Agreement is rendered
void or unenforceable or otherwise modified by a court or agency of competent
jurisdiction, the entire Agreement shall, at the option of either Party and only in such
circumstances in which such Party’s interests are materially and adversely impacted by
any such action, be rendered void and unenforceable by such affected Party.

XVI. Waiver

A. Any waiver at any time by either the Authority or the Customer of their rights with
respect to a default or of any other matter arising out of this Agreement shall not be
deemed to be a waiver with respect to any other default or matter.

B. No waiver by either Party of any rights with respect to any matter arising in connection
with this Agreement shall be effective unless made in writing and signed by the Party
making the waiver.

XVII. Execution

To facilitate execution, this Agreement may be executed in as many counterparts as may
be required, and it shall not be necessary that the signatures of, or on behalf of, each
Party, or that the signatures of all persons required to bind any Party, appear on each
counterpart; but it shall be sufficient that the signature of, or on behalf of, each Party, or
that the signatures of the persons required to bind any Party, appear on one or more of the
counterparts. All counterparts shall collectively constitute a single agreement. It shall
not be necessary in making proof of this Agreement to produce or account for more than
a number of counterparts containing the respective signatures of, or on behalf of, all of
the Parties hereto. The delivery of an executed counterpart of this Agreement by email as
a PDF file shall be legal and binding and shall have the same full force and effect as if an
original executed counterpart of this Agreement had been delivered.

[SIGNATURES FOLLOW ON NEXT PAGE]
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AGREED:

TRY-IT DISTRIBUTING CO., INC.

By: _____________________________________________

Title: _____________________________________________

Date: _____________________________________________

AGREED:

POWER AUTHORITY OF THE STATE OF NEW YORK

By: ______________________________________________

Title: _____________________________________________

Date: _____________________________________________
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SCHEDULE A TO AGREEMENT FOR THE SALE OF EXPANSION POWER AND
ENERGY TO TRY-IT DISTRIBUTING CO., INC.

EXPANSION POWER ALLOCATIONS

Customer: TRY-IT DISTRIBUTING CO., INC.

Facility: The Facility (located at 4155 Walden Avenue, Lancaster, New York
14086)

Type of Allocation Allocation (kW) Expiration Date Extended Expiration Date
1. EP 200 N/A

TOTALS: 200 kW
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SCHEDULE B TO AGREEMENT FOR THE SALE OF EXPANSION POWER
AND ENERGY TO TRY-IT DISTRIBUTING CO., INC.

EXPANSION POWER COMMITMENTS

I. Employment Commitments

A. Employment Levels

The provision of Expansion Power to the Customer hereunder is
in consideration of, among other things, the Customer’s creation and/or
maintenance of the employment level set forth in Appendix A of this
Schedule (the “Base Employment Level”). Such Base Employment
Level shall be the total number of full-time positions held by: (1)
individuals who are employed by the Customer at Customer’s facilities
identified in Appendix A to this Schedule, and (2) individuals who are
contractors or who are employed by contractors of the Customer and
assigned to the facilities identified in such Appendix A (collectively,
“Base Level Employees”). The number of Base Level Employees shall
not include individuals employed on a part-time basis (less than 35 hours
per week); provided, however, that two individuals each working 20
hours per week or more at such facilities shall be counted as one Base
Level Employee.

The Base Employment Level shall not be created or maintained
by transfers of employees from previously held positions with the
Customer or its affiliates within the State of New York, except that the
Base Employment Level may be filled by employees of the Customer
laid off from other Customer facilities for bona fide economic or
management reasons.

The Authority may consider a request to change the Base
Employment Level based on a claim of increased productivity, increased
efficiency or adoption of new technologies or for other appropriate
reasons as determined by the Authority. Any such change shall be
within Authority’s sole discretion.

B. Employment Records and Reports

A record shall be kept monthly by the Customer, and provided
on a calendar year basis to the Authority, of the total number of Base
Level Employees who are employed at or assigned to the Customer’s
facilities identified in Appendix A to this Schedule, as reported to the
United States Department of Labor (or as reported in such other record
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as agreed upon by the Authority and the Customer). Such report shall
separately identify the individuals who are employed by the Customer,
and the individuals who are contractors or who are employed by
contractors of the Customer, and shall be certified to be correct by an
officer of the Customer, plant manager or such other person authorized
by the Customer to prepare and file such report and shall be provided to
the Authority on or before the last day of February following the end of
the most recent calendar year. The Authority shall have the right to
examine and audit on reasonable advance written notice all non-
confidential written and electronic records and data concerning
employment levels including, but not limited to, personnel records and
summaries held by the Customer and its affiliates relating to
employment in New York State.

II. Reductions of Contract Demand

A. Employment Levels

If the year-end monthly average number of employees is less
than 90% of the Base Employment Level set forth in this Schedule B,
for the subject calendar year, the Authority may reduce the Contract
Demand subject to Article II.D of this Schedule. The maximum amount
of reduction will be determined by multiplying the Contract Demand by
the quantity one minus the quotient of the average monthly employment
during the subject calendar year divided by the Base Employment Level.
Any such reduction shall be rounded to the nearest fifty (50) kW. In the
event of a reduction of the Contract Demand to zero, the Agreement
shall automatically terminate.

B. Power Utilization Levels

A record shall be kept monthly by the Customer, and provided on a
calendar year basis to the Authority on or before the last day of February
following the end of the most recent calendar year, of the maximum
demand utilized each month in the facilities receiving the power covered
by the Agreement. If the average of the Customer’s six (6) highest
Billing Demands (as such term is described in the Service Tariffs) for
Expansion Power is less than 90% of the Customer’s Contract Demand
in such calendar year the Authority may reduce the Contract Demand
subject to Article II.D of this Schedule. The maximum amount by
which the Authority may reduce the Contract Demand shall be
determined by multiplying the Contract Demand by the quantity one
minus the quotient of the average of the six (6) highest Billing Demands
for in such calendar year divided by the Contract Demand. Any such
reduction shall be rounded to the nearest fifty (50) kW. In the event of a
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reduction of the Contract Demand to zero, this Agreement shall
automatically terminate.

C. Capital Investment Levels

The Customer has completed the Capital Investment set forth in
the Appendix to this Schedule B. No other Capital Investment
commitments are applicable to the Allocation.

D. Notice of Intent to Reduce Contract Demand

In the event that the Authority determines that the Contract
Demand will be wholly or partially reduced pursuant to this Schedule ,
the Authority shall provide the Customer with at least thirty (30) days
prior written notice of such reduction, specifying the amount of the
reduction of Contract Demand and the reason for the reduction,
provided, however, that before making the reduction, the Authority may
consider the Customer’s scheduled or unscheduled maintenance or
facilities upgrading periods when such events temporarily reduce plant
employment levels or electrical demand as well as business cycle.

III. Energy Efficiency Audits; Information Requests

The Customer shall undergo an energy efficiency audit of its
facilities and equipment at which the Allocation is consumed at the
Customer’s expense at least once during the term of this Agreement. The
Customer will provide the Authority with a copy of the audit or, at the
Authority’s option, a report describing the results of the audit, and provide
documentation requested by the Authority to verify the implementation of
any efficiency measures implemented at the facilities.

The Customer agrees to cooperate to make its facilities available
at reasonable times and intervals for energy audits and related assessments
that the Authority desires to perform, if any, at the Authority’s own
expense.

The Customer shall provide information requested by the
Authority or its designee in surveys, questionnaires and other information
requests relating to energy efficiency and energy-related projects,
programs and services.

The Customer may, after consultation with the Authority,
exclude from written copies of audits, reports and other information
provided to the Authority under this Article trade secrets and other
information which if disclosed would harm the competitive position of the
Customer.
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APPENDIX TO SCHEDULE B

Base Employment Level

In consideration of receiving the Allocation, the Customer agrees to attain a Base
Employment Level of 265 persons at the Customer’s Facility within 3 years of
commencement of Electric Service under the Agreement and to maintain such Base
Employment Level thereafter for the term of the allocation in accordance with Article I of
Schedule B. The Base Employment Level is derived from (1) a stipulation by the
Customer that there exists 242 jobs at the Facility at the time of the award of the
Allocation by the Authority, and (2) a commitment by the Customer to create 23 new
jobs at the Facility.

Capital Investment Level

The Customer is a wholesaler of beer and non-alcoholic beverages. In consideration of
receiving the Allocation, the Customer has made a capital investment of $14.0 million in
the Facility, to expand its warehousing operations. The 106,000 square foot expansion
will be adjoined to the Customer’s existing building and will include climate control
equipment, such as ceiling and exhaust fans, and refrigeration units.
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Acting President & CEO Report Overview

 Corporate Performance Measures

 Key Issues

 Governor’s Energy Efficiency Initiative

 ReChargeNY Implementation

 Proposed Hydro Rate Increase
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Corporate Performance Measures
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Key Issues

 Energy Efficiency Support for the Governor’s Office

 NYPA staff are fully engaged in supporting the Governor’s office on their
efforts to expand energy efficiency in public buildings, including two
dedicated employees.

 ReChargeNY

 As of November 10, 133 applications have been submitted and 675 are

3
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As of November 10, 133 applications have been submitted and 675 are
in progress.

 Presentations in Kingston and Utica organized by Assemblyman Cahill’s
and Senator Griffo’s offices.

 Proposed Hydro Rate Increase

 The rate action is expected to reflect a downward adjustment in the
rates proposed at the July meeting of the Trustees.
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123 Main Street
White Plains, NY 10601-3170

914.681.6675
Edward.Welz@nypa.gov

Edward Welz
Acting Chief Operating Officer

TO: NYPA BOARD OF TRUSTEES

FROM: EDWARD WELZ, ACTING CHIEF OPERATING OFFICER

DATE: NOVEMBER 15, 2011

SUBJECT: MONTHLY REPORT FOR THE BOARD OF TRUSTEES

******************************************************************************

This report covers performance of the Operations group in October.

Power Supply

Plant Performance

Systemwide net generation1 was 2,196,660 megawatt-hours2 (MWh) in October,
compared to projected net generation of 2,033,537 MWh. Year-to-date net generation is
22,811,323 MWh, compared to the target of 21,038,091 MWh.

The fleet availability factor3 was 91.0 percent in October and is 96.5 percent for the year.
Generation market readiness factor4 was 100.0 percent in October, compared with the monthly
target of 99.4 percent. Year-to-date generation market readiness factor is 99.8 percent.

There were two significant unplanned generation events5 in October, both of which
occurred on the 500-MW Combined Cycle Plant’s Unit 7B. First, repair of the 7B exciter6,
which failed on September 27, ended on October 5. Also, an oil leak on Unit 7B turning gear
occurred on October 7.

Generation revenue in October was $167.1 million, with $0.35 million revenue lost from
unscheduled outages. Year-to-date lost opportunity cost is $2.31 million, about 0.14 percent of
year-to-date generation revenue of $1,710.0 million.

River flows at the Niagara Power Project were greater than forecast in October, and are
forecast to be above average through the beginning of 2012. At the St. Lawrence-FDR Power
Project, flows were also greater than forecast in October, and are expected to be at historical
average levels in 2012.
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Transmission Performance

Transmission reliability7 in October was 86.67 percent, which was above the target of
86.54 percent. Year-to-date transmission reliability is 97.14 percent, below the target of 97.47
percent.

There were no significant unplanned transmission events8 in October.

Environmental

There were two reportable events for October. At the Poletti Power Project, while
excavating to determine the cause of a ground subsidence, approximately 1-2 gallons of oil were
released from a broken pipe feeding the oil water separator at the former 825 MW facility.

The second event took place at the Clark Energy Center where, when preparing
equipment for auction, a contractor hooked up to a NYPA owned gooseneck trailer and, while in
the process, pressurized a hydraulic hose on the trailer which failed, releasing 1-2 pints of oil to
the stone surface.

Year-to-date number of recordable environmental incidents is 31; the 2011 target is 27.

Relicensing – Niagara Power Project

Two Requests for Proposals (RFP) were issued for excavation and plant
cultivation/installation for the Motor Island Habitat Improvement Project (HIP), and the NYS
Department of State issued a letter concurring that the project met Coastal Zone Management
Policy consistency requirements. The ninety percent design for the Frog Island HIP was
presented to the Ecological Standing Committee.

Construction work continued at Reservoir State Park on landscaping, interior work and
utilities at the new comfort station and Winter Pavilion; roofing at new open pavilions; drilling
of softball diamond no. 1 lighting foundations; and final surface treatments at new and
refurbished ball courts. Landscaping work was completed at the Niagara intakes, with shelter and
kiosk fabrication for the intakes area still ongoing.

Relicensing – St. Lawrence-FDR Power Project

An RFP for construction was issued for the Little Sucker Brook Habitat Improvement
Project. The U.S. Army Corps of Engineers permit Public Notice for the Nichols Island HIP was
issued with a closing date of November 4. We anticipate this will result in a permit for
construction shortly. The construction of the pumphouse on the Wilson Hill Causeway has
commenced. This is the last element to complete the water management system at the Wilson
Hill Wildlife Management Area. Perras Excavating is expected to begin construction in
November of two new fishing piers in Waddington that will be compliant with the Americans
with Disabilities Act.
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Technical Compliance – NERC Reliability Standards

In October, NYPA successfully completed the Northeast Power Coordinating Council9

(NPCC) self-certifications associated with the Critical Infrastructure
Protection10 (CIP) Standards CIP-002-3 through CIP-009-3. All of NYPA’s 2011 NPCC self-
certifications of reliability standards compliance are now complete.

NPCC developed and conducted a Culture of Compliance Survey of its approximately
350 North American Electric Reliability Corporation11 (NERC) registered entities and expects to
have all results compiled by the end of 2011. In a letter NYPA received on October 18, NPCC
concluded that NYPA clearly has demonstrated that it meets or exceeds all minimum
characteristics of a favorable culture of compliance. Entities will be given credit with regard to
penalties and sanctions if an effective compliance program is in place.

In October, the industry cast ballots and submitted comments for the revised Bulk
Electric System (BES) Definition and the Technical Principles for Demonstrating BES
Exceptions. The industry approved the new BES Definition, but rejected the Technical
Principles for Demonstrating BES Exceptions. Final recirculation ballots for these are expected
in November and adoption of both is expected in January 2012. With the adoption of the new
BES Definition NYPA will have to provide NPCC with a Transition Plan for applying the NERC
Reliability Standards to all transmission and generation elements, if any, according to the new
definition. In NYPA’s case, additional transmission elements will become part of the BES.
NYPA’s Transition Plan will need to be submitted to NPCC in December 2011.

Research & Technology Development

Three Kelman multiple gas analyzers were installed (for a total of six) on the Massena
substation’s 765kV transformers. These gas analyzers monitor the transformers and warn if
failure is imminent, preventing spillage of the transformer oil. This information will be available
to St. Lawrence and Asset Management staff.

A new project was initiated entitled “New Integrated Digital Fault Record (DFR) / Phasor
Measurement Unit (PMU)” at Marcy. This equipment will provide additional networking
capabilities which are beneficial in anticipation of potential future NERC requirements. This
equipment will replace old DFRs at the Marcy substation and provide additional Phasor
Measurement Unit capabilities.

The Chief Technology Officer made a presentation entitled “NYPA – Academia R&D
Collaboration” to the IEEE Central Area Industry Day Conference. This conference provided a
platform for the exchange of information across multiple disciplines regarding technical
exchanges and collaboration between academia and industry.
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Energy Resource Management

NYISO Markets

In October, Energy Resource Management (ERM) bid more than 2.1 million MWh of
NYPA generation into the NYISO markets, netting $40.0 million in power supplier payments to
the Authority. Year-to-date net power supplier payments are $470.3 million.

Fuel Planning & Operations

In October, NYPA’s Fuels Group transacted $12.9 million in natural gas and oil
purchases, compared with $12.8 million in October 2010. Year-to-date natural gas and oil
purchases are $220.2 million, compared with $181.8 million at this point in 2010. The total
year-to-date $38.4 million increase is mainly attributed to the start up of Astoria Energy II Plant
(+$34.1 million), increased fuel cost at the 500-MW Combined Cycle Plant (+$4.0 million), and
increased generation at the Small Clean Power Plants (+$6.8 million) and the Richard M. Flynn
Power Plant (+$6.1 million), which was offset by cessation of operations at the Poletti Power
Project (-$12.6 million, the last day of operations was January 31, 2010).
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GLOSSARY

1 Net Generation – The energy generated in a given time period by a power plant or group
of plants, less the amount used at the plants themselves (station service) or for pumping
in a pumped storage facility. Preliminary data in the COO report is provided by Accounting and
subject to revision.

2 Megawatt-hour (MWh) – The amount of electricity needed to light ten thousand l00-watt light
bulbs for one hour. A megawatt is equal to 1,000 kilowatts and can power about 800
homes, based on national averages.

3 Availability Factor – The Available Hours of a generating unit over the Period Hours (hours in
a reporting period when the unit was in an active state). Available Hours are the sum of Service
Hours (hours of generation), Reserve Shutdown Hours (hours a unit was not running but was
available) and Pump Hours (hours a pumped storage unit was pumping water instead of
generating power).

4 Generation Market Readiness Factor – The availability of generating facilities for bidding
into the New York Independent System Operator (NYISO) market. It factors in available hours
and forced outage hours that drive the results.

5 Significant Unplanned Generation Events – Forced or emergency outages of individual
generator units of duration greater than 72 hours, or with a total repair cost of greater than
$75,000, or resulting in greater than $50,000 of lost revenues.

6 Exciter – The system used to regulate the machine speed and voltage output.

7 Transmission Reliability – A measurement of the impact of forced and scheduled outages on
the statewide system’s ability to transmit power.

8 Significant Unplanned Transmission Events –Forced or emergency outages of individual
transmission lines that directly affect the reliability of the state’s transmission network, or affect
the availability of any component of the state’s transmission network for greater than eight
hours, or have a repair cost greater than $75,000.

9 Northeast Power Coordinating Council (NPCC) – The Northeast Power Coordinating
Council, Inc. (NPCC) is the cross-border regional entity and criteria services corporation for
Northeastern North America. NPCC’s mission is to promote and enhance the reliable and
efficient operation of the international, interconnected bulk power system in Northeastern North
America pursuant to an agreement with the Electric Reliability Organization (ERO) which
designates NPCC as a regional entity and delegates authority from the U.S. Federal Energy
Regulatory Commission (FERC), and by Memoranda of Understanding with applicable
Canadian Provincial regulatory and/or governmental authorities. The ERO to which NPCC
reports is the North American Electric Reliability Corporation (NERC).
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10 Critical Infrastructure Protection (CIP) – The Critical Infrastructure Protection (CIP)
program coordinates all of the North American Electric Reliability Corporation’s (NERC) efforts
to improve physical and cyber security for the bulk power system of North America, as it relates
to reliability. These efforts include standards development, compliance enforcement,
assessments of risk and preparedness, disseminating critical information via alerts to industry,
and raising awareness of key issues.

11 North American Electric Reliability Corporation (NERC) – The organization that develops
and enforces mandatory reliability standards for the bulk power system in the United States,
issues long-term and seasonal reliability forecasts and monitors the power system. (NERC
standards are also mandatory and enforceable in parts of Canada.)
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Report of the Acting Chief Financial Officer 

For the Ten Months Ended October 31, 2011 

Executive Summary 

 

Results of Operations 

 

Net income for the ten months ended October 31, 2011 was $210.8 million which was $61.8 

million higher than budgeted. Positive variances attributable to higher net margins on sales 

($50.0 million), lower O&M ($10.6 million) and higher non-operating income ($39.2 million) 

were partially offset by higher other operating expenses ($39.0 million).  

Net margins were higher primarily at St. Lawrence ($32.5 million) and Niagara ($30.3 million) 

due to higher generation and higher prices on market-based sales. Net generation at Niagara 

and St. Lawrence was 22% higher than budgeted for the month of October and 13% higher than 

budgeted for the year-to-date. These positives were partially offset by a lower net margin at 

Blenheim-Gilboa ($9.5 million) primarily due to lower prices on capacity sales. Lower O&M 

resulted primarily from lower payroll related costs associated with the high number of vacant 

positions, lower IT computer hardware and software costs, and the delayed start of the 

commercial operation date of Astoria Energy II. Non-operating income included a mark-to-

market gain on the Authority’s investment portfolio ($12.8 million), lower interest costs ($16.2 

million) and the settlement of the spent nuclear fuel claim ($11 million) against the United 

States Department of Energy not included in the budget. The mark-to-market gain and lower 

interest costs resulted primarily from lower than budgeted market interest rates. Other 

operating expenses were higher due to additional Power for Jobs related voluntary 

contributions to New York State ($12.5 million) and the recognition of residential consumer 

discounts ($24.9 million) included in the Recharge New York (RNY) Power Program legislation. 

The additional Power for Jobs voluntary contribution includes $7.5 million relating to 2010 paid 

in June and accrual of a portion of the amount for 2011. On June 28, 2011, the Authority’s 

Trustees authorized the use of revenues from the sale of withdrawn hydropower under the RNY 

legislation into the wholesale market or, as necessary, internal funds to fund the residential 

consumer discount program for its first six months. 

Net income through October 2011 ($210.8 million) was $42.3 million higher than the 

comparable period in 2010 ($168.5 million). Lower voluntary contributions to New York State 

($82 million) were partially offset by lower net operating income ($12.2 million) and lower non-

operating income ($27.6 million) during the period. Year-to-date voluntary contributions were 

$65 million in 2011 compared to $147 million through October 2010. Net operating income was 

lower primarily due to higher retiree health benefits and higher Power for Jobs related 

contributions to New York State. Non-operating income in 2011 reflected a lower mark-to-

market gain on the Authority’s investment portfolio and higher interest costs (primarily Astoria 

II) than the comparable period in 2010. 
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Year-end Projection 

 

Year-end net income is projected to be $235 million, or $56 million above the 2011 budget of 

$179 million.  The year-end projection is up from the prior projection due mainly to significant 

rainfall over Lakes Erie and Ontario over the past two months.  The current forecast of 21.3 

TWh of hydro generation for 2011 represents an increase of 12% over the 19.1 TWh in the 

budget, contributing approximately $67 million to net income. 

Additional factors affecting net income positively include a $9 million increase due to higher 

energy prices, an $11 million settlement received by NYPA from the Department of Energy 

regarding the spent nuclear fuel claim, and a $12 million increase in the market valuation of the 

Authority’s investment portfolio. 

Partially mitigating these gains are a $15 million negative impact due to lower capacity prices, 

$8.5 million higher voluntary contributions related to the Power for Jobs Program, $5 million in 

additional operating and maintenance expenses and an estimated $5 million due to the overall 

effect of the Recharge New York program for 2011. 

 

Cash & Liquidity  

 

The Authority ended the month of October with total operating funds of $1,329 million as 

compared to $1,069 million at the end of 2010.  The increase includes $79 million in proceeds 

from the sale of the 2011A Revenue Bonds that will be used to retire the outstanding 2000A 

Revenue Bonds on November 15, 2011.  The balance of the increase ($181 million) is primarily 

attributable to net cash from operations and payments received from Entergy partially offset by 

voluntary contributions to New York State and scheduled debt service payments. 

 



RESULTS OF OPERATIONS

Net Income 

Ten Months ended October 31, 2011

($ in millions)

Actual Budget Variance

Niagara $91.3 $67.7 $23.6

St. Lawrence 42.5 24.3 18.2

Blenheim-Gilboa (13.2) (3.5) (9.7)

SENY 34.0 32.1 1.9

SCPP 20.9 17.8 3.1

Market Supply Power (45.0) (33.4) (11.6)

Flynn 7.9 2.0 5.9

Transmission 30.3 28.6 1.7

Non-facility 42.1 13.4 28.7

Total $210.8 $149.0 $61.8

Major Factors

Better

 (Worse)

Niagara $23.6

St. Lawrence 18.2             

Blenheim-Gilboa (9.7)              

Market Supply Power (11.6)           

Flynn 5.9               

6.7

28.7

Total $61.8

Mark-to-market gain on the Authority's investment portfolio ($12.8) due to lower than budgeted market

interest rates during the period and settlement of spent nuclear fuel claim ($11.0).

Primarily higher net margin on sales and lower O&M. Net margins were higher ($30.3) due to higher market

based sales (12% higher net generation) partially offset by higher purchased power costs to support customer

loads . Purchased power costs were higher due to an extended outage at an upstate transmission line early in

the year. Lower O&M due to timing underruns in non-recurring projects were substantially offset by hydro

subsidies related to the Recharge NY Power Program.

Lower prices on capacity sales into the market.

Primarily accruals and payment of voluntary contributions ($12.5) not in budget (extension of Power for Jobs

program).

Higher net margin ($32.5) resulting from 16% higher generation and higher prices on market sales ($39/mwh vs

$36/mwh), partially offset by hydro subsidies related to the Recharge NY Power Program ($13.8).

Non-facility (including investment income)

Positive variances at the SCPP's ($3.1) due to higher production and prices and at the Transmission facility

($1.7) due to lower O&M and other expenses. 

Primarily lower fuel costs due to lower prices and lower outage costs due to timing.

Other facilities
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RESULTS OF OPERATIONS

REVENUES

SALES (MWH)

BUDGET ACTUAL

Hydro* 3,070,432    5,236,597    

Fossil 4,510,863    4,503,183    

MSP 185,330        480,424        

TOTAL 7,766,625    10,220,204  

PRICES ($/MWH)

Hydro* $41.04 $42.28

Fossil $56.95 $62.36

MSP $34.83 $44.87

AVERAGE $50.13 $51.25

REVENUES

SALES (MWH)

BUDGET ACTUAL

Niagara 1,369,596    3,055,360    

St. Law. 1,046,658    1,827,381    

PRICES ($/MWH)

Niagara $39.03 $40.45

St. Law. $36.14 $39.13

* Includes Niagara, St. Lawrence, B-G, and Small 

Hydro. 

BUDGET

ACTUAL
Ten months ended October 31, 2011

Market-Based Energy Purchases 
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BUDGET

ACTUAL

($ in millions)
Ten months ended October 31, 2011

Market-Based Energy Sales 

COSTS

PURCHASES (MWH)

BUDGET ACTUAL

Hydro 1,780,989    1,168,987    

SENY 7,469,108    7,920,557    

MSP 2,230,259    2,474,192    

TOTAL 11,480,356  11,563,736  

COSTS ($/MWH)

Hydro $24.85 $33.88

SENY $51.54 $54.65

MSP $36.56 $43.60

AVERAGE $44.49 $50.19
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RESULTS OF OPERATIONS 

Market Energy Prices 

Actual vs Budget
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RESULTS OF OPERATIONS

190.9 

10.6 

65.3 

5.8 

272.6 

191.6 

8.5 

57.2 

4.7 

262.0 

0 

50 

100 

150 

200 

250 

300 
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Astoria II

CORP SUPPORT R&D & OTHER TOTAL O&M *

BUDGET

ACTUAL

O&M Expenditures

($ in millions)
Ten months ended October 31, 2011

excluding Astoria II

• Through October, O&M expenses were $10.6 lower than the budget.• Through October, O&M expenses were $10.6 lower than the budget.

• HQ Corporate Support was under budget by $8.1 due to lower than expected expenses for Human Resource

contract services and employment agency fees, WPO building operations, computer software, hardware and

services, and fuel cell maintenance.

• Operations expenditures excluding Astoria II were slightly higher than budgeted. Overruns totaling $9.6 at the

Small Clean Power Plants and Operations Shared Services were offset by under-runs at Niagara and Flynn ($6.0).

Higher than anticipated expenditures at the SCPP's resulted from emergent work (Harlem River Step Up

Transformer and Pouch Blade Repair). Operations Shared Services reflected less than anticipated labor charged to

capital projects. These negatives were offset by timing under runs in non-recurring projects at Niagara and timing

related to the Flynn outage (budget assumed all work completed in October; outage work to be completed in

November). Under runs in recurring maintenance at St. Lawrence and the Small Hydro facilities ($2.1, timing) added

to the positives. In addition, operations O&M was lower by $2.1 as a result of a one-month delay in the commercial

operation date for Astoria II.

* In September, the Trustees approved an additional $9.6 primarily for emergent work at the SCPP's and the 

transmission facilities. This amount is not included in the budgeted amounts above. 
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CASH AND LIQUIDITY
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Budget October 2011

Operating Fund

($ in millions)
As of October 31, 2011

The increase of $260 in the Operating Fund (from $1,069 to $1,329) includes $79 in bond proceeds from the

issuance of 2011A Revenue Bonds which will be used to retire the 2000A Revenue Bonds on 11/15/11. The

remaining $181 increase was primarily attributable to positive net cash provided by operating activities, the

payments received from Entergy ($82) and the settlement of the spent nuclear fuel claim ($11), substantially

offset by voluntary contributions to New York State ($73) and repayments on commercial paper ($106) and ART

Notes ($8).
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CASH AND LIQUIDITY

INVESTMENT PORTFOLIO

MATURITY DISTRIBUTION

($ in millions)

Under 3 Month $326.2

3-6 Month 43.8                          

6-12 Month 119.9                       

1-2 Years 275.8                       

2-3 Years 281.3                       

3-4 Years 203.7                       

4-5 Years 93.3                          

5-10 Years 52.5                          

Over 10 Years 47.9                          

Total $1,444.4

ASSET ALLOCATION

($ in millions)

Under 3 Month

23%

3-6 Month

3%

6-12 Month

8%
1-2 Years

19%

2-3 Years

20%

3-4 Years

14%

4-5 Years

6%

5-10 Years

4%

Over 10 Years

3%

Maturity Distribution

As of October 31, 2011

Others*

Asset Allocation

As of October 31, 2011

Fannie Mae $344.4

Farm Credit 241.6                       

Freddie Mac 201.0                       

Home Loan 414.3                       

Mortgages 49.5                          

Municipal 116.8                       

Others* 76.8                          

Total $1,444.4

*Includes CDs and Repos

Fannie Mae

24%

Farm Credit

17%

Freddie Mac

14%

Home Loan

29%

Mortgages

3%

Municipal

8%

Others*

5%
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CASH AND LIQUIDITY
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EXISTING FACILITIES TRANSMISSION HEADQUARTERS

BUDGET

ACTUAL

Capital Expenditures

($ in millions)
Ten months ended October 31, 2011
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ENERGY SERVICES

• Energy Services expenditures were over budget primarily due to accelerated construction activity in the Governmental Services Program

(primarily Queens Supreme Court-Chiller).

• Existing facilities expenditures were under budget by $49.5 primarily due to the delays in permitting for projects related to the Niagara and St.

Lawrence Relicensing Implementation and Compliance.

DEBT PROFILE

($ in millions)

Fixed Rate $1,201.1

Unhedged Variable Rate 203.1                      

Hedged Variable Rate (Swapped to Fixed) 204.8                      

Hedged Variable Rate (Capped) 300.0                      

Total $1,909.0

On September 21, 2011, the Authority priced and sold the Series

2011 A Bonds. The proceeds will be used to current refund $77.2 of

the Series 2000A bonds on November 15, 2011 and advance refund,

on November 15, 2012, $41.7 of the Series 2002A bonds. The

refunding transaction will result in $19.4 in present value savings or

16.3% of the par amount of bonds refunded. The transaction closed

on October 6, 2011.
Fixed Rate

63%

Unhedged 

Variable Rate

10%

Hedged Variable 

Rate (Swapped 

to Fixed)

11%

Hedged Variable 

Rate (Capped)

16%

Debt Profile

As of October 31, 2011

• Transmission expenditures were less than anticipated due to timing for several projects, primarily the 765 kv transmission line relay and switch

replacements.

• Headquarters expenditures were less than budgeted due to timing for several IT projects.

• Under the Expenditure Authorization Procedure, the President has authorized new expenditures on budgeted capital projects of $22.1 for 2011.

New authorizations in October include the BG protective relay replacement ($2.6), the BG transfer switch replacement ($2.6) and the RMNPP

CO2 exhaust system upgrade ($0.8).

9



 

10 

 
 

 

ENERGY DERIVATIVES 

 

Results 

 

Year-to-date, energy derivative settlements have resulted in a net loss of $59.9 million. Gains 

and losses on these positions are substantially passed through to customers as resulting hedge 

settlements are incorporated into and recovered through customer rates.  

 

 

Year-to-Date 2011 Energy Derivative Settlements & Fair Market Valuation of Outstanding 

Positions 

($ in Millions) 
 

Settlements Fair Market Value 

YTD
1 2011 2012 >=2013 Total 

NYPA 0.25$      0.21$      -$        -$          0.21$        

Customer Contracts (60.16)$  (12.67)$  (85.00)$  (77.32)$     (174.98)$  

Total (59.91)$  (12.46)$  (85.00)$  (77.32)$    (174.77)$  
 

 
1
Reflects October 2011 preliminary settlements. 

 

 

At the end of October, the fair market value of outstanding positions was valued at an 

unrealized loss of $174.8 million for positions extending through 2017. 

 

Market Summary 
 

Exhibit 1 shows the average price of January to December 2012 futures contracts and how they 

have traded since the beginning of 2010, while Exhibit 2 illustrates the average price of futures 

contracts for entire year 2013 since 11/30/2010. 

 

 

 

 

 

 

 

 

 

 

 

 



 

Exhibit 1: Average January to December 2012 Forward Price

 

 

Exhibit 2: Average January to December 2013 Forward Price
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January to December 2013 Forward Price 

 

 

 



New York Power Authority

Financial Reports

STATEMENT OF NET INCOME

For the Ten Months Ended October 31, 2011

($ in millions)

Annual 

Budget Actual Budget 

Variance 

Favorable/

(Unfavorable)

Operating Revenues

$2,070.5 Customer $1,660.2 $1,733.1 ($72.9)

463.4 Market-based power sales 476.5               389.1               87.4                 

30.6 Ancillary services 21.2                 22.4                 (1.2)                  

114.9 NTAC and other 93.1                 96.1                 (3.0)                  

608.9 Total 590.8              507.6              83.2                 

2,679.4 Total Operating Revenues 2,251.0           2,240.7           10.3                 

Operating Expenses

804.7 Purchased power 704.2               682.5               (21.7)               

295.6 Fuel consumed - oil & gas 220.1               241.7               21.6                 

108.2 Ancillary services 47.7                 89.9                 42.2                 

543.4 Wheeling 466.6               464.3               (2.3)                  

327.1 Operations and maintenance 262.0               272.6               10.6                 

194.9 Depreciation and amortization 154.4               158.5               4.1                   

135.5 Other expenses 153.0               113.9               (39.1)               

(10.9) Allocation to capital (5.9)                  (9.0)                  (3.1)                  

2,398.5 Total Operating Expenses 2,002.1           2,014.4           (12.3)               

280.90 Net Operating Income 248.9              226.3              22.6                 

Nonoperating Revenues

88.0 Post nuclear sale income 85.4                 85.4                 -                   

39.9 Investment income 31.8                 32.8                 (1.0)                  

(7.0) Mark to market - investments 7.5                   (5.3)                  12.8                 

- Other income 11.2                 -                   11.2                 

120.9 Total Nonoperating Revenues 135.9              112.9              23.0                 

Nonoperating Expenses 

65.0 Contributions to New York State 65.0                 65.0                 -                   

157.5 Interest and other expenses 109.0               125.2               16.2                 

222.5 Total Nonoperating Expenses 174.0              190.2              16.2                 

$179.3 Net Income $210.8 $149.0 $61.8
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New York Power Authority

Financial Reports

COMPARATIVE BALANCE SHEETS 

October 31, 2011

($ in millions) 

Assets

 October

2011 

 October

2010 

 December 31, 

2010 

Current Assets

Cash $0.1 $0.1 $0.1

Investments in government securities 1,356.9               1,108.3 1,091.1                

Interest receivable on investments 5.5 5.8 5.5                       

Accounts receivable - customers 242.3 222.2 204.0                   

Materials and supplies, at average cost:

Plant and general 80.3 77.4 75.1                     

Fuel 23.2 17.4 15.3                     

Prepayments and other 150.5 176.4 190.5                   

Total Current Assets 1,858.8 1,607.6 1,581.6               

Noncurrent Assets

Restricted Funds Investment in decommissioning trust fund 1,079.7 1,017.0 1,032.4                

Other 81.0 88.0 83.3                     

Total Restricted Funds 1,160.7 1,105.0 1,115.7               

Capital Funds Investment in securities and cash 101.5 147.0 144.8                   

Total Capital Funds 101.5 147.0 144.8                   

Net Utility Plant Electric plant in service, less accumulated depreciation 3,405.5 3,302.5 3,344.1                

Capital lease, less accumulated amortization 1,017.6 -                       -                       

Construction work in progress 95.8 147.8 123.3                   

Net Utility Plant 4,518.9 3,450.3 3,467.4               

Other Noncurrent Assets Receivable - NY State 318.0 318.0 318.0                   

Deferred charges, long-term receivables and other 609.7 669.8 604.6                   

Notes receivable - nuclear plant sale 160.5 174.3 157.1                   

Total other noncurrent assets 1,088.2 1,162.1 1,079.7               

Total Assets $8,728.1 $7,472.0 $7,389.2

Liabilities and Net Assets

Current Liabilities Accounts payable and accrued liabilities $902.5 $902.3 $881.7

Short-term debt 353.1 304.9 323.2                   

Total Current Liabilities 1,255.6 1,207.2 1,204.9               

Noncurrent Liabilities

Long-term Debt Revenue bonds 1,228.6 1,190.7 1,151.2                

Adjustable rate tender notes 122.9 130.5 130.5                   

Commercial paper 231.8 344.1 336.5                   

Total Long-term Debt 1,583.3 1,665.3 1,618.2               

Other Noncurrent Liabilities Nuclear plant decommissioning 1,079.7 1,017.0 1,032.4                

Disposal of spent nuclear fuel 216.2 216.1 216.1                   

Capital lease obligation 1,125.4 -                       -                       

Deferred revenues and other 256.0 377.5 316.5                   

Total Other Noncurrent Liabilities 2,677.3 1,610.6 1,565.0               

Net Assets Accumulated Net Revenues - January 1 3,001.1 2,820.4 2,820.4                

Net Income 210.8 168.5 180.7                   

Total Net Assets 3,211.9 2,988.9 3,001.1               

Total Liabilities and Net Assets $8,728.1 $7,472.0 $7,389.2
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New York Power Authority

Financial Reports

SUMMARY OF OPERATING FUND CASH FLOWS

For the Ten Months Ended October 31, 2011

($ in millions)

Operating Fund

Opening $1,069.2

Closing 1,329.1         

Increase/(Decrease) 259.9             

Cash Generated

Net Operating Income 248.9             

Adjustments to Reconcile to Cash Provided from Operations

Depreciation & Amortization 154.4             

Net Change in Receivables, Payables & Inventory (78.9)              

Other (4.8)                

Net Cash Generated from Operations 319.6             

(Uses)/Sources

Utility Plant Additions (48.5)              

Debt Service 

Issuance of 2011A Bonds 123.3             

Defeasance of 2002A Bonds (46.0)              

Commercial Paper 2 (44.8)              

Commercial Paper 3 & Extendible Municipal Commercial Paper 1 (61.6)              

ART Notes (7.6)                

Investment Income 19.5               

Entergy Value Sharing Agreement 72.0               

Entergy IP2 Purchase Agreement 10.0               

Voluntary Contributions to NY State (72.5)              

Other (3.5)                

Total (Uses)/Sources (59.7)             

Net Increase in Operating Fund $259.9
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Part I:  Introduction 
 

This Staff Analysis of Public Comments and Recommendations (“Staff Analysis”) 

is being issued by the New York Power Authority (“Authority” or “NYPA”) in November 

2011 to analyze the comments received in the Authority’s hydroelectric preference rate 

proceeding for the 2011 to 2014 Rate Years, and to support the final rates requested to 

be approved by the Authority’s Trustees.  Part I of this Staff Analysis provides 

background on the July 2011 proposed rulemaking, the public comment period and the 

proposed final rates.  Part II contains the Authority staff’s analysis and disposition of the 

issues raised in the public comments. 

A.  Background 

1.  July 2011 Proposed Rulemaking 
 

At their meeting of July 26, 2011, the Trustees authorized a notice of proposed 

rulemaking (“NOPR”) for a 3½-year rate plan to increase the rates for hydroelectricity 

applicable to preference power customers.  The Authority proposed new rates to cover 

the period from November 1, 2011 to April 30, 2015.  The proposed rate plan was 

prepared by the Authority staff and explained in its “Preliminary Staff Report, 

Hydroelectric Production Rates, Rate Modification Plan – Rate Years 2011 to 2014” 

(“Preliminary Staff Report”).  Preference power is the hydroelectricity sold from the 

Authority’s Niagara Project and St. Lawrence Project (collectively, the “Hydro Projects”) 

for “domestic and rural” use as defined under New York Public Authorities Law § 

1005(5) (“PAL”) and the Niagara Redevelopment Act, 18 U.S.C. § 836(b)(1) (2011) 

(“NRA”).  NYPA’s sales of hydroelectricity at the preference power rate apply to forty-

seven in-state municipal electric systems and four rural electric cooperatives 

(collectively, “NY Munis & Coops”), three upstate investor-owned utilities (“IOUs”),1 the 

                                                            
1   Until August 1, 2011 the residential customers served by the three upstate IOUs received 455 MW of 
firm preference power.  These allocations were withdrawn in accordance with New York State law that 
redirects such power and energy for the Recharge New York power program.  These IOUs, however, will 
continue to receive their allocations of “firm peaking” preference power.  
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neighboring states customers (“NS Customers”)2 and the Niagara Project Relicensing 

Host Communities (“Host Communities”) and other entities who received hydropower 

allocations as part of the Niagara Project relicensing process (collectively, with the Host 

Communities, the “Relicensing Customers”).3 

 

 2.  Ratemaking Principles 
 

The Hydroelectric Cost-of-Service (“Hydro CoS” or “CoS”) in the Preliminary Staff 

Report is based on an update of the cost elements using the same ratemaking 

principles and methodologies employed by the Authority when setting preference power 

rates in 2003 and included in the January 2003 Report on Hydroelectric Production 

Rates (“January 2003 Report”).  Subsequent to the 2003 rate action, such principles 

and methodologies were later agreed to by all the NY Munis & Coops, the bargaining 

agents for the NS Customers and the Relicensing Customers.  Each of these customers 

agreed through either a long-term contract or settlement agreement with the Authority 

that it would not object to those ratemaking principles and methodologies in subsequent 

Authority rate increases for the term of their contracts or settlement agreements.   

 

In 2007, the Authority proposed, and later adopted, a preference rate increase 

based on updated cost information and the ratemaking principles that had already been 

agreed to by the aforementioned customers.  

 

The key agreed-upon principles and methodologies from the January 2003 

Report include: 

i. The principles set forth in the March 5, 1986 Settlement Agreement (Appendix 
B to this Agreement) settling Auer v. Dyson, No. 81-124 (Sup. Ct. Oswego 

                                                            
2  The NS Customers are certain municipal utility systems in the seven neighboring states of Connecticut, 
Massachusetts, New Jersey, Ohio, Pennsylvania, Rhode Island and Vermont. 
 
3  The Host Communities consist of the City of Niagara Falls, NY; Lewiston Porter Central School District; 
Niagara County; School District of the City of Niagara Falls, NY; Niagara Wheaton Central School District; 
Town of Lewiston, NY; and Town of Niagara, NY.  The two other Relicensing Customers are Niagara 
University and the Tuscarora Nation.   
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Co.), Auer v. Power Authority, Index No. 11999-84 (Sup. Ct. N.Y. Co.) and 
Delaware County Electric Cooperative, Inc. v. Power Authority, 82 Civ. 7256 
(S.D.N.Y.) (the “Auer Settlement”). 
 

ii. Recovery of capital costs using Trended Original Cost and Original Cost 
methodologies. 
 

iii. Treatment of sales to third parties, including the New York Independent 
System Operator (“NYISO”). 
 

iv. Allocation of Indirect Overheads. 

v. Melding of costs of the Niagara Power Project and St. Lawrence-FDR Power 
Project for ratemaking. 
 

vi. Post-employment benefits other than pensions (i.e., retiree health benefits and 
now referred to as Other Postemployment Benefits, or OPEBs). 
 

vii. Rate Stabilization Reserve (“RSR”) methodology. 
 

3.  Proposed Rates 
 

To set the rates for the four future rate periods, staff used projected calendar 

year data.  The Preliminary Staff Report proposed the following rates: 

 
Rate Year4 Demand Rate 

$/kW-month 
Energy Rate 
$/MW-hour 

RSR-related 
Surcharge 
$/MW-hour 

Effective Rate5 
$/MW-hour 

2011 3.32 4.92 - 11.42 
2012 3.70 4.92 - 12.16 
2013 4.12 4.92 - 12.98 
2014 4.32 4.92 0.50 13.87 

 
The Preliminary Staff Report included a CoS study which set out the calculations 

supporting the proposed rates and explained the additional costs of production of 

hydroelectricity at the Hydro Projects.  These costs include:  (1) the Authority’s capital 

                                                            
4 Except for 2011, the preference power rate year runs from May 1 of the calendar year indicated to April 
30 of the following year.  Because of the timing of the initial proposal, the Authority had proposed that the 
2011 rate year of the period would be from November 1, 2011 to April 30, 2012. 
 
5 Effective rate at 70% load factor. 
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costs including upgrades and life extension and modernization costs at both Hydro 

Projects; (2) the Authority’s costs related to Federal Energy Regulatory Commission 

(“FERC”) relicensing for the Hydro Projects; (3) operation and maintenance (“O&M”) 

costs for the Hydro Projects; and (4) indirect overhead costs. 

 

B.  Public Comment Period 

Written notice and a copy of the Preliminary Staff Report were mailed to all 

affected customers on or about July 26, 2011.  The written notice stated that customers 

could contact the Authority for further information, for answers to questions concerning 

the rate proposal or to meet with NYPA staff to discuss details of the proposal.  The 

notice also informed customers of three separate public forums on the proposed rates 

for the purpose of obtaining the views of interested persons:  September 19, 2011 in 

Syracuse, New York; September 20, 2011 in Niagara Falls, New York; and September 

22, 2011 in Massena, New York.  Notice of the proposed rulemaking was published in 

the New York State Register (“State Register”) on August 17, 2011.  Such notice also 

announced the dates and locations of the public forums.  The State Register notice also 

established an October 3, 2011 deadline to submit written comments on the proposed 

rulemaking.6  The public comment period end date was subsequently extended three 

weeks, from October 3, 2011 to October 24, 2011, based on customers’ feedback.    

 

Following the Trustees’ action on July 26, 2011, Authority staff made itself 

available to affected customers and their organizations on a number of occasions for 

the purpose of answering questions about the proposed rate revisions.  The Authority 

staff held meetings with representatives of the Municipal Electric Utilities Association 

(“MEUA”), which represents 40 municipal utility systems in New York State; the New 

York Association of Public Power (“NYAPP”), which represents a total of thirteen 

municipal utility systems and rural electric cooperative systems; the NS Customers; and 

with a number of elected officials.  

                                                            
6  The October 3, 2011 deadline was in accordance with the 45-day comment period for rulemakings 
required by the New York State Administrative Procedure Act. 
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Interested parties submitted voluminous and substantive data requests 

concerning the Preliminary Staff Report.  Staff responded to a total of 128 data 

requests:  35 from MEUA, 64 from NYAPP, and 29 from the NS Customers.  Many of 

these data requests had multiple subparts, so these numbers understate the amount of 

material staff provided.  Many data requests sought the workpapers in support of the 

calculations underlying the proposal.   

 

The three public forums were conducted in accordance with the terms of the 

“Policy and Procedures – Public Forums on Rate Proposals” adopted by the Authority’s 

Trustees in November 1990.  Such Policy and Procedure provides for the holding of 

public forums on all proposed Authority production and transmission rate increases of 

two percent or more.   

 

A panel of Authority representatives was available at the public forums to explain 

the basis for the proposed rate revisions and to listen to issues raised by concerned 

members of the public.  The Authority had invited parties to submit written comments at 

the public forums.  Various customer groups, as well as elected officials and residents 

of New York State, attended.  Customers included representatives from the NS 

Customers, MEUA, NYAPP, the Niagara Power Coalition, Inc. (“NPC,” an organization 

representing the Host Communities), Jamestown Board of Public Utilities, Town of 

Massena Electric Department and the Plattsburgh Municipal Lighting Department.  

Elected officials included Assemblyman John D. Ceretto, William L. Ross, Chairman of 

the Niagara County Legislature (and also NPC Chairman), and Renae Kimble, Niagara 

County Legislator.  Mr. Charlie McGrath, a St. Lawrence Project-area citizen, also 

commented.  In addition to oral or written comments delivered at the public forums, 

written comments were received through October 24, 2011, the end of the public 

comment period.    
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NYPA received written comments from MEUA,7 NYAPP,8 the NS Customers, and 

NPC as well as numerous letters from elected officials and other parties concerning the 

rate proposal.  All such written comments and letters submitted in the proceeding, as 

well as the transcripts from the three public forums, are included in the accompanying 

Appendix C.  All of the public comments received were evaluated by Authority staff.  A 

detailed description of the issues raised and the proposed disposition of each are 

contained in Part II of this Staff Analysis.   

 

C.  Summary of Final Proposed Rates 
 

 Based on our analysis of the written comments and other information received, 

Authority staff recommends a series of adjustments which results in proposed rates 

representing a decrease from the initial proposal.  The major driver in the rate 

adjustments is the introduction of a forward looking capacity credit as part of the Hydro 

CoS computation.  This capacity credit, which is based on NYPA’s unforced capacity 

sales into the NYISO market, has always been incorporated in the annual Rate 

Stabilization Reserve (“RSR”), a contractual mechanism that reconciles actual costs 

and with tariff-based revenues.  By estimating and incorporating the NYISO capacity 

sales as part of the CoS, the customers will receive the up-front rate-reducing effect of 

these sales.  The reasons for the various adjustments are explained fully in Part II of 

this Staff Analysis.  The revised rates, which represent a phase-in to fully cost-based 

rates, are as follows:       

 

                                                            
7  MEUA’s comments also included the affidavit and exhibits of Frank W. Radigan.  Page references to 
these comments will be designated as “MEUA at [page #]”; references to Mr. Radigan’s affidavit will be 
designated as “Radigan at [page #].” 
 
8  NYAPP’s comments also included the affidavit of Whitfield A. Russell.  Page references to these 
comments will be designated as “NYAPP at [page #]”; references to Mr. Russell’s affidavit will be 
designated as “Russell at ¶ [#].” 
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Rate Year9 Demand Rate 
$/kW-month 

Energy Rate 
$/MW-hour 

RSR-related 
Surcharge 
$/MW-hour 

Effective Rate10 
$/MW-hour 

2011 3.26 4.92 - 11.30 
2012 3.57 4.92 - 11.91 
2013 3.91 4.92 - 12.57 
2014 4.07 4.92 up to 0.40  13.28 

 

These rates reflect a 6 cents/kW-month reduction in the demand rate for the 

2011 rate year, a 13 cents/kW-month reduction for the 2012 rate year, a 21 cents/kW-

month reduction for the 2013 rate year and a 25 cents/kW-month reduction for the 2014 

rate year.  For 2014, the RSR-related surcharge was adjusted downward, and would be 

no higher than $0.40/MWh.  Based on the above, rates for a typical municipal system 

residential customer would increase by less than 60 cents per month for each year of 

the phase-in period, which is less than 1% of their total electric bill, and by less than 5 

cents per month for each year of the phase-in period for a typical residential customer of 

the IOUs, which is also well below 1% of their total electric bill.  

  

In addition, the RSR will be adjusted to produce a year-end 2010 balance of 

negative $24.5 million for reasons explained fully in Part II of this Staff Analysis. 

    

Exhibit A contains the revised Hydro CoS, and the Exhibit B shows a summary of 

bill impacts, both of which are attached to this Staff Analysis.  Also attached are revised 

Tables 1 through 5 supporting the cost-based credit associated with the production of 

ancillary services.   

 

  

                                                            
9  As a result of the extended comment period granted by the Authority, the 2011 rate year will commence 
on December 1, 2011, rather than November 1, 2011 as originally proposed.  The other rate years will 
extend from May 1 of the calendar year indicated to April 30 of the following year. 
   
10  Effective rate at 70% load factor. 
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Part II:  Public Comments, Staff Analysis and Recommendations 
 

A.  Issue:  Requests to Delay Implementation Date and Extend Review Period 

Public Comments: 

Several commenters, including the NS Customers and NYAPP, requested that 

NYPA delay implementation of the new rates until May 1, 2012.  NYAPP (at 2) stated 

that NYPA’s “fiscal integrity” will be “unaffected” by such delay.  Senators Young, et al. 

and Senator Fuschillo also requested a May 1, 2012 effective date.  MEUA requested 

that the review time for future NYPA rate proceedings be extended to allow for at least 

four months between publication of the State Register notice and the comment due 

date.  Many parties cited the need for more time to consider responses to data 

requests.  NPC criticized NYPA’s rate-setting process as not allowing it or any other 

party to “test” the proposed rates.    

Staff Analysis: 

The current rate implementation defers the rate increase that NYPA staff had 

expected to implement effective May 1, 2011.  Further delays of this action would only 

compress the time period in which the phase-in of a rate increase can occur.  Following 

the initial rate increase on December 1, 2011, subsequent increases will be effective on 

May 1, 2012, 2013 and 2014.   

NYAPP is incorrect to suggest that this rate matter should be based on an 

evaluation of NYPA’s current fiscal condition.  Rather, NYPA’s obligation is to ensure 

that the preference rate is based on cost, which is the focus of this proceeding. 

Subsequent to the July 26, 2011 Trustee action, the Authority promptly sent 

copies to its customers of the Preliminary Staff Report, filed all appropriate notices in 

the State Register, and made staff available to the customers and/or their 

representatives on a number of occasions to answer questions regarding the proposed 

rate revisions.  The proposed rate action employs the same principles and 

methodologies agreed to by the customers and adopted by the Trustees in the 2003 

rate action.  Meetings and telephone calls were held with representatives from MEUA, 
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NYAPP, the NS Customers, NPC and a number of elected officials to discuss the 

proposal.  Staff responded to a total of 128 data requests, many of which contained 

multiple sub-parts. 

Based on letters and comments received at the public forums, NYPA agreed to 

extend the comment period an additional three weeks, until October 24, 2011.  Such 

extension was unprecedented for NYPA hydro rate proceedings.  It is important to note 

that the Authority held three public forums (instead of one, as in past proceedings) 

throughout New York State in order to better engage stakeholders during the present 

rate case. 

The time initially allotted for review and comment on the proposed rate action 

follows the timetable the Authority used for the 1992, 2003 and 2007 rate actions, and 

meets the standard set forth for rulemakings under the State Administrative Procedure 

Act (“SAPA”).  Extending the review time to at least four months between publication of 

the NOPR and comment due date would result in an unprecedented six-month time 

period between the notice of the rate action and its final implementation.     

Staff acknowledges the complexity of the data and issues involved in this 

proceeding, but also understands that affected parties always desire more time to 

review data in rate proceedings.  Moreover, based on the extensive amount of data 

shared with customers and the meetings held in this case, which included multiple 

technical conferences, staff believes that there was sufficient time to review the 

proposed rate action.  

Recommendation: 

By operation of the extended due date granted for the filing of comments, the 

Authority has consented to delay the implementation date for new rates, which was 

originally scheduled to become effective on November 1, 2011.  The proposed rates 

should be implemented one month later than originally proposed, to be effective 

December 1, 2011.  NYPA recommends no changes regarding the review period for 

future hydro rate proposals.   
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B. Issue:  Proposed Preference Rates and their Conformance With the “Lowest    
Possible Rate” Standard 

 

Public Comments: 

MEUA, NYAPP and the NS Customers all argue that the Authority staff’s 

proposed rates do not conform with the statutory standard that preference customers be 

served at the “lowest possible rate” as set forth in PAL § 1005(5).  The federal Niagara 

Redevelopment Act (“NRA”) provides for similar rate treatment, as it prescribes that the 

preference power shall be made available at the “lowest rates reasonably possible.”  18 

U.S.C. § 836(b)(1) (2011).   

These parties claim that various adjustments to NYPA’s proposed rate plan are 

needed in order to make NYPA’s rates consistent with this standard.  The adjustments 

requested include the following: 

(1) Enlarging the allocator used to derive the demand charge to include all sales 

from the Hydro Projects, not merely those made to firm contract customers.  See, e.g., 

MEUA at 9-10, NYAPP at 3-4; NS Customers at 5-6.  Under this theory, it would be 

appropriate for NYPA to allocate costs to non-firm customers who are not able to 

receive electricity at the preference rate and whose purchases are uncertain, rather 

than to perform the traditional allocation costs based on sales to firm contract 

customers.   

(2)  That NYPA’s estimates of its capacity or “UCAP”11 sales credits should be 

used to directly lower the Hydro CoS, rather than employed in the RSR reconciliation 

process.  NS Customers at 11-12. 

                                                            
11  In New York State, UCAP or “unforced capacity” refers to electric capacity that is needed to meet the 
reliability needs of customers as required under the NYISO tariff.  In the context of this proceeding, 
NYPA’s UCAP sales refers to capacity sold into the NYISO capacity markets or capacity internally 
transferred to non-hydroelectric customers at the NYISO UCAP rate.  These UCAP transactions (which 
form the basis for the UCAP credit) are above the capacity needs of NYPA’s firm hydroelectric power 
contract customers who receive this capacity product as part of the bilateral transaction between NYPA 
and the customer. 
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(3)  All UCAP sales into the NYISO markets should be credited to the preference 

customers by lowering the energy charges collected under RSR rather than to the 

reconciled Hydro CoS used in the RSR calculation.  NYAPP at 7, 9.  Under this theory, 

UCAP sales into the NYISO would be a benefit realized exclusively by preference 

power customers, rather than attributed to the Hydro Projects as a whole. 

(4)  UCAP credits should be made at cost, even if the NYISO market price for 

NYPA’s UCAP sales is below NYPA’s cost.  NYAPP at 8; Russell at ¶¶ 23-24; Radigan 

at 30.  Under this proposed reform, NYPA’s sales into short-term NYISO capacity 

markets would somehow be recognized as containing the same benefits as long-term 

firm sales to contract customers. 

(5)  NYPA’s UCAP credit should be enlarged to include all capacity sales above 

the actual capacity demands from the Hydro Projects, rather than using the sales that 

exceed the “base level” of demand that NYPA uses to determine the demand rate.  

Radigan at 26-28; NYAPP at 24; Russell at ¶ 25. 

Staff Analysis: 

 The requested rate adjustments noted in (1) – (5) above are discussed 

separately on their merits (see the Staff Analysis of Issues C, D and E, below), but first 

we addresses the notion, raised by some customers, that if a proposed modification 

reduces the rate, NYPA is required to adopt it in order to satisfy the “lowest possible 

rate” standard found in PAL §1005(5).  That notion, however, is not mandated by law 

and, equally important, is inconsistent with specific rate methodologies agreed to by the 

customers in their long-term contracts and settlement agreements with NYPA. 

 Both the law and the customers have long recognized NYPA’s “[b]road discretion 

. . . to determine the components of its costs” and that NYPA is not required or 

authorized to set the preference rate at “less than cost.”  Auer v. Dyson, 110 Misc. 2d 

943, 948-49 (Sup. Ct. Oswego Co. 1981) (“Auer”).  In fact, the preference customers 

have agreed to abide by the principles set out in the Auer cases and the Auer 

Settlement ending those litigations. 
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 In subsequent long-term contracts and settlement agreements those principles 

have been further defined to include specific agreed-upon methodologies.  Those 

methodologies include the recovery of capital costs, the treatment of sales of ancillary 

services or surplus energy to third parties and the creation and administration of the 

RSR.  In addition, the application of these agreed-upon methodologies was fully 

explained and illustrated in the January 2003 Report, made available to all customers 

and specifically referenced in later contractual arrangements. 

 The truth is that some of the now-challenged methodologies are virtually identical 

to the methodologies adopted by the Trustees in 2003 and again in 2007 when the last 

preference rate increase was adopted.  By way of example, NYPA’s calculation of the 

demand allocation, the UCAP credit and the RSR adjustments in the July 2011 proposal 

are thoroughly consistent with these methods, which were expressly agreed to by 

customers. 

 Two final points are worth noting.  First, the customers’ reliance on the Bergen 

case is misplaced.  Village of Bergen v. Power Auth. of State of N.Y., 249 A.D.2d 902 

(4th Dep’t 1998), appeal den’d, 97 N.Y.2d 606 (2001).  The issue there – NYPA’s 

method for allocating indirect overheads – was not specifically covered by any 

agreement between NYPA and the customers.  Here, however, the now-criticized 

methodologies concerning such items as UCAP crediting and RSR adjustments were 

previously employed in the January 2003 Report and consistent with the principles and 

methodologies contained in the customer agreements. 

 Second, the claim that NYPA must accept any customer suggestion which yields 

a lower rate is totally at odds with NYPA’s acknowledged “broad discretion” in 

determining its costs.  To accept that argument, NYPA would effectively cede all 

discretion to any customers who could suggest a cost calculation that yields a lower 

rate. 

Recommendation: 

Although the Authority is not mandated to accept any particular customer 

proposal, we have always been receptive to reasonable suggestions concerning the 
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development of the preference rate.  In this case, the customers have raised some valid 

considerations.  Accordingly, NYPA will, as described further below, adopt certain 

adjustments which should address the customers’ concerns. 
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C.  Issue:  Requests to Increase the Demand Allocator 
 

Public Comments: 

NYAPP argues that denominator used to set the demand rate should be based 

on the MW-months of NYPA’s contract demand plus the MW-months of the Authority’s 

average UCAP sales from the Hydro Projects.  In other words, the demand rate must be 

calculated using billing demands of 41,000 MW-months rather than the lower 34,000 to 

36,000 MW-months the Authority has proposed to use in 2011-2014 based on 

estimated firm customer contract demands.  NYAPP at 2-4.  NYAPP states that this 

adjustment is necessary to achieve the lowest possible rate.  Id. at  5-6.  MEUA makes 

a similar claim.  Though Mr. Radigan (MEUA’s consultant) states that he does not take 

issue with NYPA’s proposed revenue requirement, he believes that the rate design does 

not result in the lowest possible rate because it ignores “critical” billing determinants in 

the calculation of the demand rate.  Radigan at 19.  Mr. Radigan objects to NYPA not 

calculating the demand rate by spreading the cost over “all users” of the Hydro Projects’ 

capacity.  Id. at 22.   

The NS Customers raise the demand allocator issue in a slightly different 

context.  They first argue that NYPA’s non-preference energy sales into the NYISO 

markets justify a customer credit based on the capacity costs associated with such 

sales.  NS Customers at 5.  But, the NS Customers further state that they would be 

happy with an alternative form of relief obtained by increasing the denominator used to 

calculate the demand charge.  Id. at 5-6.   

Staff Analysis: 

The billing determinant methodology used for the proposed 2011-2014 

hydroelectric production rates is the same methodology used in both the 2003 and 2007 

production rates proposals and is entirely consistent with the contracts and settlements 

reached with various preference power customers. 

According to standard ratemaking principles, the firm power contract customers 

are responsible for the cost recovery of the assets developed to serve them.  NYPA 
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adheres to this principle when it undertakes its cost recovery through production rates 

that are developed by using the total firm demands of its hydroelectric customers.   

These customers incorrectly equate NYPA’s month-to-month and capability 

period-to-capability period sales of excess hydroelectric capacity into the NYISO market 

with long-term firm demand that is used in the derivation of the demand rate.  To base 

the demand rate on the full capacity sales from the Hydro Projects pre-supposes that 

the clearing price of the NYISO UCAP market will always at least equal or exceed the 

cost-based demand rate developed with the increased billing determinants.  Otherwise, 

NYPA would be at risk of adopting a rate recovery approach that leads to the under-

recovery of its costs.  In fact, the NYISO UCAP Rest of State clearing price has often 

been lower than the demand rate that would result from the customers’ proposed 

method.  The customers’ proposed approach would very likely lead to the application of 

a less than cost-based rate. 

The conventional method of developing a demand charge is to spread the fixed 

costs of a project to the firm users of the project and then to provide firm users with a 

demand credit from the non-firm use of the project’s excess capacity.  This is just the 

approach NYPA uses when it provides a UCAP credit in the annual RSR calculation.  

Through the UCAP credit computation the preference customers receive their allocated 

share of the Hydro Projects’ UCAP sales as a credit to the actual cost of service.  In its 

review of its Hydro CoS, staff recognizes that it can enhance the UCAP credit in a 

manner consistent with the rate methodologies in the January 2003 Report.  In 

particular, and consistent with the NS Customers’ suggestion (at 11-12), staff finds that 

it would be appropriate to provide the preference customers with the direct CoS benefit 

of forecasted UCAP sales, rather than incorporating the credit solely at the time of the 

RSR reconciliation process.   

Recommendation: 

NYPA does not find compelling the argument to increase the denominator used 

to calculate the demand charge.  As shown, there is risk that NYPA would not recover 

its costs.  However, to provide the preference customers with the timing benefits of the 



16 
 

UCAP sales, staff proposes to build a UCAP credit, based on NYPA’s projected NYISO 

capacity sales revenue, into the annual rate development for each of the 2011-2014 

rate years.   Any differences in the estimated UCAP credit and actual UCAP sales 

would be reconciled in future annual RSR computations.  By making this adjustment, 

NYPA would reduce the Hydro CoS by $1.6 million in Rate Year (“RY”) 2011, $3.7 

million in RY 2012, $5.1 million in RY 2013 and $6.5 million in RY 2014. 
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D.  Issue:  Requests that the RSR Should Reflect a UCAP Credit Based on Cost 
and Be Applied to the RSR Balance Directly 

 

Public Comments: 

As noted in Issue C, supra, the annual RSR reconciliation process contains a 

UCAP Credit which is designed as a credit to the preference power customers to 

account for market sales of capacity from the Hydro Projects that is above the needs of 

NYPA’s contract hydropower customers.  Both NYAPP and MEUA request that prior 

RSR annual calculations be revised to reflect the use of the cost-based rate for the 

UCAP credits.  NYAPP at 7; Radigan at 30.   

NYAPP refers to the “Global Settlement Agreement”12 concerning the application 

of the UCAP credit, noting that it is explicit in the determination of the MW-months of 

capacity above a base level of capacity sales, but does not indicate the method for 

converting MW-months to a dollar credit, nor whether that dollar credit is to be spread to 

all contract customers or be applied only to the preference customers.  Russell at ¶ 21.  

NYAPP contends that NYPA is incorrectly crediting UCAP sales based on the lower of 

market prices or costs and that revising the calculation to use a cost-based UCAP is 

necessary under the Global Settlement and applicable precedents. 

Staff Analysis: 

Consistent with the staff determination that the proposed rates for 2011-2014 

should not be recalculated based on billing determinants that have been expanded to 

include estimated short-term UCAP sales, staff similarly disagrees with the NYAPP’s 

proposal that the UCAP credit in prior annual RSR computations be re-valued at cost.  

Staff does not agree that its current approach of crediting the RSR for UCAP sales 

based on market prices conflicts with the Global Settlement Agreement and applicable 

precedents.   

                                                            
12  The Global Settlement Agreements are long-term contract extensions entered into between NYPA and 
all NY Munis & Coops in 2003 which set forth the RSR crediting methodology and all other rate setting 
principles and methodologies regarding preference rates that were adopted by the Trustees in 2003. 
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There is no sound basis to equate the UCAP sales NYPA makes to NYISO 

customers as being the equivalent firm power service that the contract customers 

receive through the application of a rate that is at the lowest possible cost.  By paying 

their rates, NYPA’s firm contract customers are receiving long-term firm electric power 

and energy that is among the least expensive in the country. In contrast, the NYISO 

customers that purchase short-term UCAP from NYPA in a competitive market are 

merely meeting the unforced capacity requirements on a month-to-month or a capability 

period-to-capability period basis that are set for reliability purposes by the NYISO.  As 

these NYISO customers are not receiving the same product, service or benefits as 

NYPA’s firm contract customers, it does not make sense to apply the same cost of 

service rate to these transactions. 

Rates are designed based upon the cost of providing service with the cost causer 

being the cost payer.  NYPA correctly assigns this cost of service to its firm contract 

customers and correctly credits their cost of service through an application of a UCAP 

credit.  However, NYPA will make a slight modification to its UCAP crediting practices to 

include in RSR balances the actual sales revenues it receives, rather than the lower of 

market revenues or cost.  The market cost more properly reflects the service that the 

UCAP purchaser receives, and this change ensures that the preference customers will 

get that benefit when the market price exceeds the cost-based price for capacity.   

Additionally, NYPA rejects the proposal that UCAP credit should be applied to 

the RSR balances only rather than deducted from the Hydro CoS, as suggested by 

NYAPP.  Because the UCAP credit derives from the operation of Hydro Projects as a 

whole, it is appropriate for staff to continue to deduct these dollars from the actual Hydro 

CoS and not apply it to the preference power customers only.  (Of course, consistent 

with NYPA’s recommendation in Issue C, the UCAP credit applied to the CoS in the 

RSR process would consist of the reconciliation between the forecasted and actual 

UCAP sales.)  This is consistent with the NYPA’s rate methodologies that it has 

employed since 2003.     
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Recommendation: 

Staff believes its dollar valuation of the UCAP credit at market prices is 

appropriate and should be retained, and that the UCAP credit made in the RSR 

calculation should be applied to the Hydro CoS. 
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E.  Issue:  NYPA’s UCAP Credit Calculation Applied to the RSR and Claims that 
Preference Customers Cross-Subsidize Non-Preference Customers 

 

Public Comments: 

NYAPP states that a flaw in NYPA’s UCAP calculation used in the RSR causes 

MW-months of actual capacity sales to be understated because NYPA’s UCAP sales 

crediting methodology leaves the difference between the forecasted demand (the “base 

level” of approximately 36,000 MW-months) and the actual demands (ranging from 

32,000-35,000 MW-months in recent years) out of the equation.  Preference customers 

are charged for the costs of those MW-months but cannot use them.  Nevertheless, 

preference customers are not granted a dollar credit when NYPA sells these MW-

months, either in the UCAP credit to the RSR or in the calculation of the demand rate. 

Russell at ¶ 25. 

MEUA argues that cross-subsidization can occur between the rates charged to 

preference customers and non-preference customers.  In view of 2010 data, MEUA 

points out that actual billed demand of 32,711 MW is 10% less than the amount used in 

development of the current demand charge.  They pinpoint the cause of the differential 

as being that the former Reynolds Metals (i.e., now ALCOA’s East Plant) saw its 

demand of 2,568 MW-months in 2007 reduced to 0 MW-months in 2010.  ALCOA is a 

non-preference customer and its inclusion in the RSR calculation can cause cross-

subsidization because the demand from the industrial customers can vary from year to 

year, while the demand of the preference power customers is more stable.  If demand 

from the non-preference customers is down, the demand revenues collected go down, 

and the amount of money that needs to be collected in the RSR’s energy charge goes 

up.  Radigan at 26-28. 

Staff Analysis: 

Staff finds a certain level of merit in the public comments concerning the cross-

subsidization issue and has reconsidered its UCAP sales credit methodology.   

Beginning with the 2005 RSR calculation, the UCAP credit has been based on:  
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1) actual demand of Hydro Project contract customers;  
2) plus UCAP sales to others in the NYISO market (= total sales of capacity);  
3) minus the base level of capacity used to develop the demand rate;  
4) equals the net amount of capacity used for the UCAP credit calculation.   
 
In general, when actual demand was consistent with forecasted demand, the 

RSR calculation produced reasonable and expected UCAP credit results.  However, in 

2009 and 2010 ALCOA’s East Plant was out of service for significant periods due to 

prevailing economic conditions.  NYPA’s base level of capacity approach did not leave 

the flexibility to account for the capacity reduction and did not make allowance for the 

greater amount of UCAP market sales that resulted with the absence of the East Plant’s 

capacity needs. 

Since the firm contract customers are paying for the embedded and operating 

costs of the hydroelectric projects, it is in accordance with traditional ratemaking 

standards that they be provided with the value produced by the UCAP sales made for 

each year from the time the UCAP credit was first implemented via the Global 

Settlement Agreement in 2003.  Staff finds that such a methodological change can 

substantially remedy the problem of any cross-subsidization between the preference 

and non-preference customers that might have resulted in the RSR calculation as the 

increased UCAP sales will mitigate lost non-preference customer (i.e., ALCOA) demand 

revenues.    

Recommendation: 

Staff recommends that the actual UCAP sales be used in the annual RSR 

calculations for 2005 through 2010.  The dollar effect of the change is a $13.5 million 

positive movement in the 2010 RSR negative balance.  
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F.  Issue:  Treatment of the 455 MW Redirected to the Recharge New York Power 
Program 

 

Public Comments: 

NYAPP stated that the 455 MW withdrawn from the rural and domestic (“R&D”) 

customers of the three upstate IOUs to implement the Recharge New York Power 

Program enacted into law in 2011 must remain in the billed demands used to calculate 

the demand rate.  NPC registered the similar concern that its members not pay for RSR 

balances related to withdrawn preference power.  NS Customers noted that the 

Authority should confirm its plan to reduce the RSR balance by a historical ratio of MWh 

usage of the utilities’ R&D customers to the total preference power customers’ MWh 

usage. 

  

Staff Analysis: 

The Preliminary Staff Report noted that the RSR balance might need to be 

altered as a result of the reduction in the portion of the hydropower sales made at 

preference power rates resulting from the newly created Recharge New York Power 

Program.  Staff reviewed the billing determinants and contributions to the RSR balance 

for several years to determine an appropriate reduction in the cumulative RSR balance.  

 

Recommendation: 

Staff recommends that the 455 MW withdrawn from the R&D customers of the 

IOUs continue to be included in the billing demands used in the Hydro CoS.  The 

withdrawn power, however, would no longer be classified as preference power and 

would be excluded from the calculation of the annual contribution to the RSR.  Staff also 

recommends that the RSR balance as of December 31, 2010 (as adjusted) be reduced 

by 30.17%.  This percentage represents the average MWh for these R&D customers 

out of the total preference MWh for the period 2008 through 2010 (see table below). 
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Year 

IOU 
residential 
firm MWh 

Total 
Preference 

MWh 
IOU / 
Total 

2008 2,981,500 9,980,801 29.87% 
2009 2,964,533 9,759,304 30.38% 
2010 2,982,171 9,848,105 30.28% 
Total 8,928,204 29,588,210 30.17% 

 

Using this 30.17% ratio results in a $10.5 million positive movement in the 2010 RSR 

negative balance.  
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G.  Issue:  Annual RSR Report Procedures  

Public Comments: 

MEUA points out that the RSR is a “full, after the fact reconciliation of NYPA’s 

rate year costs and revenues.”  Though it concedes that the RSR process is a “mutually 

agreed upon” revenue requirement reconciliation set out in the preference customers’ 

contracts with NYPA, MEUA requests the right to review the annual RSR calculations 

and the establishment of a public process, with an opportunity for information sharing, 

discovery and comment.  MEUA at 4-5.  While other customers did not provide written 

comments on the specific issue of RSR review, NYAPP and the NS Customers made 

this concern known to NYPA staff at in-person meetings.   

Staff Analysis: 

NYPA staff agrees that transparency in the Hydro CoS process, including the 

annual RSR computation, is a worthwhile goal.  NYPA staff has regularly provided the 

annual RSR computation and supporting documentation to customers, but this process 

has not been done at consistent intervals.  The receipt of customer comments and other 

formal procedures (as in a SAPA-style rulemaking proceeding) are unnecessary, 

however, as NYPA’s administration of the RSR computation is already provided for as a 

matter of contract.  Staff believes that the distribution of the RSR computation on an 

annual basis will allow for critical detailed information to be provided to preference 

customers and, coupled with follow-up meetings or conference calls, this should provide 

adequate opportunity for the customers to better understand the expenses and 

revenues that form the basis of the annual RSR computation.  Such a process would be 

mutually beneficial to both NYPA and its preference customers. 

Recommendation: 

NYPA staff agrees to provide the preference customers with the annual 

reconciliation to the RSR by June 1st of each year and to meet over the ensuing few 

months to discuss relevant issues and provide needed data to customers.  In light of 

NYPA’s contractual rights and obligations concerning the RSR, no formal public process 

is necessary. 
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H.  Issue: Increased Ancillary Services Credit 

Public Comments: 

NS Customers assert that the preference customers’ current cost-based ancillary 

services credit used in the development of the Hydro CoS is insufficient, as it only 

credits the costs associated with the amount of regulation service necessary for contract 

loads, and not the actual regulation service sales.  They refer to their contract to claim 

that they are entitled to receive an ancillary services credit based not on their contract 

demands, but rather based on the total amount of Authority ancillary services sales on 

the NYISO markets.  NS Customers at 7-10. 

Staff Analysis: 

The NS Customers’ claim is inconsistent with their Authority contracts and 

settlements.  In their contracts with the Authority for preference power, their members 

agreed that certain methodologies and principles adopted by the Authority in 2003 could 

continue to be used without objection when the Authority sets future hydro rates.13  One 

of those principles is “(iii) Treatment of sales to third parties, including the New York 

Independent System Operator.”  Although NS Customers interpret this provision as 

requiring all sales to third parties be used in the Hydro CoS crediting mechanism, they 

completely ignore the portion of Article X14 of their preference power contract, which 

states that the customer waives any challenges to the methodologies and principles 

employed by the Authority in 2003 that are used to set new rates. 

Thus, under the terms of their preference contracts, the NS Customers have 

already consented to the continued use of the 2003 methodology, and their claims to 

                                                            
13  Each of NS Customers agreed to these methodologies and principles in their long-term contracts with 
the Authority executed in 2006.  
 
14   NS Customers have quoted a provision from Article X of their contract, entitled “Agreement for the 
Sale of Niagara Project Power and Energy,” but have mistakenly referred to the “Relicensing Settlement 
Agreement Addressing Allocation of Niagara Project Power and Energy to Neighboring States” from 
2005.  No specific rate provisions are included in that document. 
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enlarge the “cost-based” production credit in the derivation of the base hydro rate and to 

reduce the Hydro CoS accordingly have no merit.   

Recommendation: 

Because there is no basis to accept customer claims that the cost-based credit 

should be increased, staff does not recommend this adjustment.  However, for other 

reasons staff does recommend an increase in the cost-based credit for rate years 2011-

14.  Due to an upward adjustment to the 2009 test year billing determinants to reflect 

average annual usage for the ALCOA East plant (which happened to be shut down for 

much of that year), the ancillary services credit of $61.9 million shown in the preliminary 

CoS is proposed to be increased by a total of $2.2 million over the proposed rate plan.  

This is reflected in the revised Hydro CoS in Exhibit A. 

 

  



27 
 

I.  Issue:  Request for Credits Based on Authority Investment Income 

Public Comments: 

The NS Customers argue that they should receive a credit for investment income 

in the CoS since much of the Authority’s investment income is generated from the 

operations at the Hydro Projects.  They state that the failure to provide such credits is 

tantamount to including tax payments in the CoS, but failing to recognize tax refunds.  

NS Customers at 10-11. 

Staff Analysis: 

The NS Customers’ tax refund analogy runs counter to the ratemaking principles 

established in the preference customer contracts. The preference rates are cost-based 

where no working capital charge is included and no real rate of return is earned.  A 

portion of the Authority’s investment income is derived from the Hydro Projects, but the 

Authority’s investments are not analogous to tax refunds for which interest must be 

credited to the preference customers.  As the Auer Settlement instructs, after the cost-

based rate is established, revenues from the Hydro Projects can go into NYPA’s 

general revenue fund.  Auer Settlement ¶ 10.  A claim for a share of the Authority’s 

investment income would produce preference rates that are below cost and in violation 

of Auer Settlement principles.  Yet, that is exactly the result if investment income 

derived from such excess revenues is used as a credit to the CoS.  

Recommendation: 

Staff recommends that no credits be provided to the Hydro CoS for investment 

income.  

  



28 
 

J.  Issue:  2009-10 Deferred Rate Increases 

Public Comments: 

NYAPP asserts that the Authority’s uncollected costs associated with the rate 

increases previously proposed for RYs 2009 and 2010 should not be allocated to 

ratepayers because that rate proceeding was cancelled by the Trustees in March 2009.  

NYAPP bases its argument on a March 24, 2009 Press Release issued by the Authority 

that announced the cancellation of the 2009 proposed rate, as well as the March 31, 

2009 Trustees’ decision to “withdraw” the proposed rates and “extend” the rates in 

effect in 2008.  NYAPP claims that it had no “notice” that 2009-10 costs would be 

deferred and recovered through the RSR mechanism, and expected those costs to be 

forgiven.  NYAPP also claims that the Authority’s proposal in this regard demonstrates a 

lack of “transparency.”  NYAPP at 9-11. 

Staff Analysis: 

The contractually agreed-upon RSR mechanism is used to make annual 

calculations of the RSR balance, regardless of whether the Trustees decide to suspend 

any applicable RSR-related surcharge in addition to withdrawing a preference rate 

increase proposal.  In essence, it is always appropriate for the Authority to record 

under-recovery of costs (as well as over-recoveries) through the RSR pursuant to 

customer contracts.   

The 2009 suspension of the RSR surcharge did not indicate that prospective 

RSR calculations would be abandoned nor its balance forgiven; rather, it solely 

indicates that the costs accrued (including any potential surcharges) would be deferred 

until such date when the Trustees authorize the Authority to make such recoveries.    

Moreover, the March 31, 2009 Memorandum to the Trustees gave clear notice 

that 2009 and 2010 costs would be deferred, not forgiven.  The Memorandum states the 

following:   

The expected revenue increase resulting from the 2009 Rate Year 
Increase was nearly $10 million.  Those revenues will be deferred 
and recovered over appropriate, subsequent year(s).  By deferring 
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the collection of revenues, the Authority will comply with the 
requirement that preference rates be established on the basis of 
costs. (emphasis supplied)  

As shown above, the Authority correctly and openly stated that 2009-2010 rate year 

costs would not lapse, but rather that recovery would be postponed.   

It is important to note that 2009-10 rate year costs would not be recovered until 

the rate year 2014 under the rate plan proposal.  Based on the adjustments to the RSR 

balance now being recommended to the Trustees, an RSR-related surcharge to collect 

2009-10 costs would be capped at $0.40/MWh in RY 2014.  Authority staff will continue 

to monitor the RSR balance annually in order to evaluate the necessity of including 

2009-10 costs within the preference rate.    

Recommendation: 

Staff does not recommend any changes to the RSR mechanism that would fail to 

recognize the cost deferrals related to the 2009 and 2010 rate years.     
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K.  Issue:  Contributions to New York State Treasury 

Public Comments: 

Certain parties raised concerns regarding NYPA’s voluntary contributions to the 

State, but such comments were not uniformly critical.  At the public forums, numerous 

parties remarked that it was inappropriate for NYPA to request a preference power rate 

increase in light of the large contributions to the State Treasury that the Authority has 

made in recent years.15  

However, MEUA commented that it has reviewed the materials provided during 

the discovery process in this proceeding and concludes that NYPA’s expenditures used 

to make contributions to the State Treasury have been “properly excluded” from the 

Hydro CoS.  MEUA at 5-6.   

NYAPP noted the size of the voluntary transfers and requested that the Authority 

adopt “detailed metrics” for measuring its creditworthiness at the time it considers 

making voluntary contributions to the State.  NYAPP at 13-14.  NYAPP is concerned 

that NYPA maintain its financial strength, particularly in light of “planned and needed 

upgrades of the hydro Projects” and that NYPA not become subject to “more stringent 

covenants in future lending agreements” that may require NYPA to increase 

hydroelectric rates in greater amounts than would otherwise be needed.  Russell at ¶ 

39.   

Finally, NPC commented that the Authority should redirect the funds it would 

contribute to the State and instead use such “surplus funds” to offset the “entire 

proposed rate increase.”  NPC at 9-11. 

Staff Analysis: 

Despite the concerns raised, no party has argued that the Authority included the 

expenditures related to NYPA’s contributions to the State in the Hydro CoS.  Indeed, as 

                                                            
15   See Statement of Assemblyman John D. Ceretto at 1-2; Statement of William L. Ross on behalf of 
NPC at 7-8; Statement of Niagara County Legislator Renae Kimble at 2-3 (all dated September 20, 2011, 
Niagara Falls public forum); Comments of Mr. Charlie McGrath, Tr. 17 (September 22, 2011, Massena 
public forum).    
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MEUA has verified during the discovery process, NYPA’s documentary support for the 

production costs of the Hydro Projects indicates that no costs related to such 

contributions are included in NYPA’s rate development.  This is appropriate because 

such expenditures are unrelated to the costs of the operation of the Hydro Projects. 

 

To address NYAPP’s concerns, as demonstrated in the discovery phase of this 

proceeding, NYPA currently has existing metrics and engages in an in-depth review 

process to determine whether any transfer of surplus funds to the State is feasible and 

advisable.  As shown in NYPA’s responses to, e.g., Data Requests MEUA 26 and 

NYAPP 1-23, the Trustees have set forth their criteria to determine whether these 

transfers were feasible and advisable.  

 

Before a transfer can be considered it must (1) be authorized by the Legislature; 

(2) be approved by the Trustees “as feasible and advisable” and (3) satisfy the 

requirements of the Authority’s General Resolution Authorizing Revenue Obligations 

dated February 24, 1998, as amended and supplemented (“Bond Resolution”).  The 

Bond Resolution’s requirements to withdraw monies “free and clear of the lien and 

pledge created by the [Bond] Resolution” are as follows: such withdrawals (a) must be 

for a “lawful corporate purpose as determined by the Authority,” and (b) the Authority 

must determine, taking into account among other considerations anticipated future 

receipt of revenues or other moneys constituting part of the Trust Estate, that the funds 

to be so withdrawn are not needed for (i) payment of reasonable and necessary 

operating expenses, (ii) an Operating Fund reserve for working capital, emergency 

repairs or replacements, major renewals or for retirement from service, 

decommissioning or disposal of facilities, (iii) payment of, or accumulation of a reserve 

for payment of, interest and principal on senior debt or (iv) payment of interest and 

principal on subordinate debt. 

Before any such transfer is made, a full review of the Authority’s finances is 

conducted, and may include meetings and extensive communication with the Authority’s  

financial advisor, bond counsel, and the rating agencies.  The Authority reviews the 

effects that these transfers will have considering its current and future financial 
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obligations, and before the actual transfer is made, it is reaffirmed by the Trustees 

utilizing the most recent updated financial information available.  The Trustees have 

developed a process to ensure that these any such transfers are “feasible and 

advisable” and will not result in preference power rate increases beyond those 

necessary to provide power at cost.  Moreover, at their meeting on May 24, 2011, the 

Trustees adopted a Policy Statement establishing a “2.0 times debt service” coverage 

ratio shall be used as a reference point in considering any such transfer. 

 

Lastly, NPC’s insistence that NYPA is obligated to redirect funds it has 

contributed (or will contribute in the future) to the State to lower the preference rate was 

firmly rejected in a recent decision of the Appellate Division, Fourth Department.  The 

court concluded that as long as NYPA has based the preference rate on cost “there is 

nothing in the Public Authorities Law prohibiting [NYPA] from contributing surplus funds 

to the State.”  Niagara County v. Power Auth. of N.Y., 82 A.D.3d 1597, 1601 (4th Dep’t), 

appeal den’d, 17 N.Y.3d 838 (2011).   

Recommendation: 

Staff has reviewed the Trustees’ decision making criteria regarding contributions 

to the State Treasury and recommends no changes.  Further, staff confirms that 

expenditures related to such contributions are unrelated to, and not included in, the 

Hydro CoS.     
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L.  Issue:  Relicensing Settlement Agreement with Host Communities 

Public Comments: 

 NPC posits that the proposed rate increase will “diminish the value” of the 

allocations to its Host Community members obtained as part of its relicensing 

settlement with NYPA.  NPC further states that it understood that the “value of the 

overall transaction would increase,” and that the NYPA proposal “violates the spirit” of 

that settlement agreement because the allocations “could readily become worthless” 

from the rate increase.  NPC at 5-6. 

Staff Analysis: 

 The sale of hydropower at preference rates to the Host Communities, whose 

allocations now total 28 MW, began in 2007 under long-term contracts extending 

through September 1, 2025 as a result of the “Host Community Relicensing Settlement 

Agreement Addressing Non-License Terms and Conditions” executed on June 27, 

2005.  Before these allocations were made, the Host Communities paid the market price 

for all of their electricity.  As a result of their hydro allocations, they receive some of the 

least expensive electricity in the United States for a portion of their loads. 

 NPC incorrectly implies that NYPA has somehow failed to live up to its settlement 

agreement commitments by making this rate proposal.  However, Section 6.2(d) of the 

settlement agreement sets forth that the Host Communities shall pay NYPA the same 

cost-based rate for Niagara Project power that is paid by preference customers.  NYPA 

never committed to freeze the preference rate, and parties understood that NYPA 

makes preference rate adjustments from time to time.  

Recommendation: 

Staff rejects NPC’s complaints as unfounded and maintains that this rate 

proposal is completely consistent with the settlement agreement.  Accordingly, staff 

makes no specific recommendations to the proposed rate plan to address NPC’s 

complaints.  Staff points out, however, that the rate adjustments recommended in this 

Staff Analysis should address some of NPC’s concerns.  



34 
 

M.  Issue:  Shared Services, Charitable Contributions and Other Post-Employment 
Benefits Expenses 

 

Public Comments: 

NYAPP indicated that the Authority has not provided sufficient information as to 

what is included in Shared Services within the CoS and requests additional information 

regarding this category of expenses.    

MEUA requested that charitable contributions not directly assignable to the 

Hydro Projects be removed from the CoS, as they do not direct benefit Hydro Project 

operations.  MEUA takes no issue with CoS inclusions of charitable contributions that 

directly benefit the Hydro Projects, and which are directly assigned. 

Staff Analysis: 

During the discovery process, the Authority responded to several data requests 

regarding the allocation of Shared Services costs, including requests MEUA 8, 12, 29 

and 31, NYAPP 1-5 and 3-5, and NS 14 and 28.  Staff received no further inquiries 

regarding Shared Services expenses.  

To provide further clarity regarding the responses previously provided, costs 

included in the Shared Services category are in support of NYPA-wide initiatives that 

are not directly chargeable to any specific project or facility.  These costs include such 

items as general overhead to maintain NYPA operations, programs and facilities, 

including headquarters payroll, employee benefits, contractor and consultant support, 

information technology expenses, corporate finance and controller expenditures, 

corporate support including the maintenance of all facilities, equipment and grounds, 

marketing costs, general law department expenditures, Energy Resource Management 

and Energy Risk Management.   

Shared Services expenses are allocated based on labor ratios, which, in turn, is 

based on the percent of total direct costs charged to each facility. 
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Concerning charitable contributions, staff’s analysis indicates that all charitable 

contributions and sponsorships should be removed from the Hydro CoS.  These include 

both directly assigned charitable contributions, as well as those included in Shared 

Services.  The total value of the cost proposed to be removed for RYs 2011-14 is 

$483,000.  Because this amount is de minimis, it will have little impact on the preference 

rate and will not affect the safe and reliable operation of the Hydro Projects. 

Staff points out that its analysis resulted in an adjustment to its Other Post-

Employment Benefits (“OPEB”) expense which, though not part of Shared Services, is 

allocated in the same manner.  Certain overhead cost-cutting measures undertaken by 

staff in the last few months, including an approximate $5 million reduction for RY 2012-

2014 resulting from the Trustees’ approval of a revised funding plan for the OPEB Trust 

at their October 2011 meeting, will lower the Hydro CoS.   

 

Recommendation: 

Staff recommends that any prospective charitable contributions or sponsorships 

be removed from the Hydro CoS.  This would remove $483,000 for the 2011-14 rate 

years and lower, to some extent, the Shared Services component.  Staff also 

recommends a $5 million downward adjustment to the OPEB expense be reflected in 

the Hydro CoS.  
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N.  Issue:  Recovery of Costs for Parks Near the St. Lawrence Power Project 

Public Comments: 

NYAPP seeks clarification concerning payments made to the Robert Moses and 

Coles Creek State Parks located in the direct vicinity to the St. Lawrence Power Project. 

Staff Analysis: 

In the Preliminary Staff Report, the Authority discussed its assumption of 

responsibility for operations at the New York State Robert Moses and Coles Creek 

Parks.  The Authority developed these parks as part of the St. Lawrence Project, and 

through a series of agreements with state officials, assigned O&M responsibilities for 

these parks to the New York State Office of Parks, Recreation and Historic Preservation 

(“OPRHP”).  The FERC license issued for the St. Lawrence Project on October 23, 

2003 incorporates these facilities as project recreational facilities and, under the terms 

of the license, the Authority has the ultimate responsibility to fund the O&M costs of both 

parks.  However, as part of a 2009 Memorandum of Understanding between the State 

of New York and the Authority, the Authority was relieved of these annual payments to 

OPRHP for the state fiscal years 2011 through 2017.  Therefore, the Authority included 

no parks-related expenses within the CoS beyond the rate year 2010. 

In reviewing accounting data for past years in response to customer data 

requests, staff discovered that in 2008, $8 million charged to the Miscellaneous and 

General Expenses Account for the Niagara and St. Lawrence Projects for Parks 

reimbursement had not been backed out of financial information used in the 2008 actual 

Hydro CoS used in the RSR calculation for that year.  The CoS did include a separate 

entry for $800,000 attributable to the Parks.       

Recommendation: 

Based on the analysis above, staff recommends that the $800,000 cost for the 

Robert Moses and Coles Creek Parks not be included in either the RSR true-up or the 

Hydro CoS for RYs 2011-2014 covered under this proposed rate plan.  The removal of 

the $8 million charge from the CoS results in a positive adjustment to the cumulative 

RSR of about $3 million. 
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O.  Issue:  Lewiston Pump Generation Project Life Extension and Modernization 
Program Costs 

 

Public Comments: 

Niagara County Legislator Renae Kimble questioned the “feasibility of the $460 

million dollar Life Expectancy Project upgrade” at the Lewiston Pump Generation Plant 

(“LPGP”) at the Niagara Project, and its consequent effect on preference power rates.  

She claimed that this expense is unwarranted, and that it should not be included in the 

current rate modification plan. 

 

Staff Analysis: 

The Niagara Project has been operating for over 50 years, mostly with original 

equipment.  Life extension and modernization (“LEM”) work is entirely prudent.  The 

Authority's staff participates in industry research organizations from which we obtain a 

broader understanding of how plant systems degrade and when replacement is prudent, 

and consequently, the Authority has conducted overhauls to maintain the equipment 

and to replace or repair components as needed.  Those overhauls provided the 

Authority's engineering and maintenance staff with the information to develop an 

understanding as to how components and systems were aging, and how long they 

could reasonably be expected to operate with the reliability needed at this critical 

project.  It is important to note, however, that the basic control systems, including, but 

not limited to, wiring, hydraulic systems, breakers, transformers, exciters, governors and 

motor-generators are original.   

   

While the cost of the LPGP LEM program may appear high, it must be viewed in 

the context of work over a nine year period.  This is due to both an allowance for 

associated escalation risks, and work taking place one unit at a time so that NYPA can 

continue to meet its power commitments.  The LEM project is necessary for the 

Authority to continue to meet its customers’ electricity demand both currently and 

prospectively. 
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In the alternative, a choice to retire the LPGP rather than upgrade it would cause 

a reduction in the firm power capability of the Niagara Project on the order of several 

hundred megawatts, which would cause a significant reduction in sales to all 

hydropower customers. 

 

Recommendation: 

Based on the analysis stated, staff does not recommend any changes to the 

Hydro CoS relating to expenses associated with the LPGP LEM project. 
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P.  Issue:  Control Systems at the Niagara Facility 

Public Comments: 

Legislator Kimble made two claims concerning the safety of the Niagara Project’s 

control systems.  First, she alleged that the replacement of the Project’s original analog 

gauges with current industry-standard digital gauges poses a risk both to the operation 

of the Project, as well as to the electricity grid itself.  Also, she alleged that the newer 

gauges represent excessive spending, as she claims they will not last as long as the 

original equipment.  Second, Legislator Kimble alleges that the replacement of the 

analog gauge system with a digital system might pose a cyber security risk, and 

potentially subject the Niagara Project to a malicious attack by “hackers.”    

Staff Analysis: 

Safety of Digital Gauges 

Many of the gauges and associated components in the plant have been replaced 

or re-built as part of normal maintenance over the past 50 years.  There is no evidence 

to show that new systems will not last as long as the originals, and periodic replacement 

of gauges and other components is routine.  Making a change to digital equipment is 

undertaken cautiously, and the risk of lack of availability of analog equipment and the 

industry expertise to maintain such systems is itself a driver in moving to modern digital 

systems. 

 
Safety of the Power Projects’ Cyber Network 

The North American Energy Reliability Corporation provides for extensive cyber-

security procedures, to which all utilities, including the Authority, must adhere and be 

subject to audit.  Further, control systems at the Hydro Projects are not part of a 

conventional business network, but rather are a secure closed network. 

 

Recommendation: 

Based on the analysis stated, staff does not recommend any changes to the 

Niagara Project’s program of control system modernization.  



40 
 

Q.  Issue:   Sale of Capacity on the NYISO Market 
 

Public Comments: 

Legislator Kimble claims that the Authority sales of excess capacity are violative 

of the Authority’s mandate to provide electricity at the “lowest possible rate” to its 

customers.  She alleges that the sale of such electricity on the NYISO market enriches 

the Authority at the expense of the preference power customers. 

 

Staff Analysis: 
 

As directed by statute and case law, the Authority provides electricity to its 

preference power customers at the lowest possible rate.  The preference power rate is 

cost-based, and the Authority charges preference customers only as much as it costs 

the Authority to produce.  Further, the NYISO market clearing price has no bearing 

whatsoever on the preference customer rate, which is set by contract. 

 

Recommendation: 

Staff does not recommend any changes in response to this comment. 
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Exhibit A
Page 1 of 2

NEW YORK POWER AUTHORITY
HYDROELECTRIC PROJECTS

FINAL PRODUCTION COST OF SERVICE
($000)

Difference

2011
(Per 2007 vs

CoS) 2008 *
Line Description 2008 2011 2012 2013 2014

Operations & Maintenance/Administrative & General
1 Operations & Maintenance/A&G 61,941      71,655       72,063       74,540       76,238       9,714         
2 Amortized Roadwork 2,983        212            -            -            -            (2,771)       

3 Subtotal O&M/A&G 64,924      71,866       72,063       74,540       76,238       6,942         
(line 1 + line 2)

Indirect Overheads
4 Shared Services 41,329      44,888       45,829       46,555       47,226       3,559         
5 Research & Development 3,780        2,523         2,598         2,650         2,703         (1,257)       
6 Project Study Debt Service 846           -            -            -            -            (846)          
7 Y2K Debt Service 2,874        237            237            237            237            (2,637)       

8 Subtotal Indirect Overheads 48,829      47,648       48,664       49,442       50,166       (1,181)       
(sum lines 4-7)

9 St. Law. Relicensing, amortization 2,000        2,000         2,000         2,000         2,000         -            
10 Niagara Relicensing, amortization 12,000      12,700       12,700       12,700       12,700       700            
11 Other Post -Employment Benefits (OPEB) 13,608      10,348       9,532         9,388         9,234         (3,261)       

12 O&M Cost of Service 141,361    144,562     144,959     148,070     150,338     3,201         
(sum lines 3,8, 9, 10,11)

Capital Costs
13 Total Depreciation 35,350      40,984       43,422       45,309       47,204       5,634         
14 Interest on Debt 21,453      30,322       33,205       35,104       37,386       8,869         
15 Inflation Compensation 21,521      28,697       30,428       32,182       34,069       7,176         

16 Subtotal Capital Costs 78,324      100,003     107,055     112,595     118,659     21,679       
(sum lines 13-15)

17 Total Cost of Service 219,685    244,565     252,014     260,665     268,997     24,880       
(line 12 +line 16)

*  2008 data is from 2007 CoS and was based on data and projections available at that time.



Exhibit A
Page 2 of 2

NEW YORK POWER AUTHORITY
HYDROELECTRIC PROJECTS

FINAL PRODUCTION COST OF SERVICE
($000)

Difference
2011

(Per 2007 
CoS) vs

Line Description 2008 2011 2012 2013 2014 2008 *

1 Total Cost of Service ($000) 219,685       244,565     252,014     260,665     268,997     24,880       

2 Credits for ancillary services ($000)

3 Black Start, O&M 81                69              72              74              76              (12)             
4 Voltage Support, O&M 332              213            219            225            232            (119)           
5 Remaining O&M 140,948       144,280     144,668     147,771     150,030     3,332         

(page 1, line 12 - (line 3+line 4)
6 Operating Reserves, O&M 4.82% 4.62% 4.60% 4.55% 4.52%
7 Regulation, O&M 0.57% 0.57% 0.57% 0.56% 0.56%
8 Subtotal OR, Reg. O&M 5.39% 5.19% 5.17% 5.11% 5.08%
9 Op. Res.+ Reg. O&M credit ($000) 7,597           7,488         7,479         7,551         7,622         (109)           

(line 8 * line 5)
10 Capital Reductions
11 All ancillary services 6.85% 6.92% 6.98% 6.99% 7.03%
12 Subtotal capital reductions ($000) 5,365           6,920         7,472         7,870         8,342         1,555         

(page 1, line 16 * line 11)
13 Total Ancillary Credits ($000) 13,375         14,690       15,243       15,721       16,271       1,315         

(sum lines 3,4,9,12)
14 UCAP Credit ($000) 1,554         3,741         5,094         6,493         1,554         
15 Adjusted Cost of Service ($000) 206,310       228,321     233,030     239,851     246,233     22,011       

(line 1 - (line 13 + line 14))
16 Billing Demand MW 36,137         34,086       35,035       35,871       36,100       (2,051)        

17 Billing Demand Allocated Costs ($000) 106,822       128,858     133,567     140,388     146,770     22,035       
(line 15 - line 22)

18 Billed Demand Rate $/kW/mo 2.96             3.78           3.81           3.91           4.07           
(line 17 / line 16)

19 LTA Generation GWh 20,221         20,216       20,216       20,216       20,216       (5)               
20 Annual Generation GWh 20,012         20,456       20,148       20,409       20,435       444            

21 Billing Energy Rate $/MWh 4.92             4.92           4.92           4.92           4.92           

22 Costs Allocated to Energy Rate $/MWh 99,487         99,463       99,463       99,463       99,463       (25)             
(line 19 * line 21)

*  2008 data is from 2007 CoS and was based on data and projections available at that time.



EXHIBIT "B"

Current * 2011 2012 2013 2014

MUNIS/COOPS FULL REQUIREMENTS
CURRENT HYDRO PRODUCTION RATES $/MWh 10.36 10.42 10.41 10.41
PROPOSED HYDRO PRODUCTION RATES $/MWh 10.91 11.55 12.17 12.87
INCREASES FROM CURRENT $/MWh 0.55 1.13 1.76 2.46

END USE RESIDENTIAL IMPACTS
SYSTEM RESIDENTIAL RATE $/MWh 80.51 80.72 81.46 82.00 82.59
INCREASES FROM CURRENT $/MWh 0.21 0.95 1.49 2.08
SYSTEM RESIDENTIAL AVG. BILL $/mo 79.98 80.18 80.92 81.46 82.05
INCREASES FROM CURRENT $/mo 0.21 0.94 1.48 2.07

MUNIS/COOPS PARTIAL REQUIREMENTS
CURRENT HYDRO PRODUCTION RATES $/MWh 10.61 10.69 10.68 10.68
PROPOSED HYDRO PRODUCTION RATES $/MWh 11.18 11.88 12.53 13.24
INCREASES FROM CURRENT $/MWh 0.58 1.19 1.85 2.56

END USE RESIDENTIAL IMPACTS
SYSTEM RATE $/MWh 59.27 59.51 60.38 61.01 61.69
INCREASES FROM CURRENT $/MWh 0.24 1.12 1.74 2.42
SYSTEM RESIDENTIAL AVG. BILL $/mo 64.87 65.14 66.09 66.78 67.52
INCREASES FROM CURRENT $/mo 0.27 1.22 1.91 2.65

RESIDENTIAL UTILITY CUSTOMERS (PEAKING ONLY)
END USE RESIDENTIAL IMPACTS
SYSTEM RATE $/MWh 135.58 135.61 135.71 135.79 135.83
INCREASES FROM CURRENT $/MWh 0.03 0.13 0.21 0.25
SYSTEM RESIDENTIAL AVG. BILL $/mo 88.94 88.96 89.03 89.07 89.10
INCREASES FROM CURRENT $/mo 0.02 0.09 0.14 0.16

* Current is the most recent Energy Information Adminstration data, which is 2009.

NEW YORK POWER AUTHORITY
ESTIMATED AVERAGE ANNUAL CUSTOMER IMPACTS

Prices ($/MWh) include demand and energy components

 Exhibit B



Table 1
EMBEDDED COSTS FOR ANCILLARY SERVICES FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

Voltage Support O&M Cost Reduction ($) [1] 212,522                   218,897                   225,464                   232,228                   

Voltage Support Capital Share (%) [2] 1.74% 1.85% 1.92% 1.98%

Black Start O&M Cost Reduction ($) [3] 69,445                     71,528                     73,674                     75,884                     

Black Start Capital Share (%) [4] 0.074% 0.071% 0.069% 0.067%

Regulation O&M Share (%) [5] 0.57% 0.57% 0.56% 0.56%

Regulation Capital Share (%) [6] 0.57% 0.57% 0.56% 0.56%

Operating Reserve O&M Share (%) [7] 4.62% 4.60% 4.55% 4.52%

Operating Reserve Capital Share (%) [8] 4.62% 4.60% 4.55% 4.52%

Ancillary Service O&M Cost ($) [9] 281,966                   290,425                   299,138                   308,112                   

Ancillary Service O&M Share (%) [10] 5.20% 5.17% 5.11% 5.09%

Ancillary Service Capital Share (%) [11] 6.92% 6.98% 6.99% 7.03%

Notes and Sources:

[1]-[2]: Table 2.

[3]-[4]: Table 3.

[5]-[6]: Table 4.

[7]-[8]: Table 5.

[9]: [1] + [3]

[10]: [5] + [7]

[11]: 1 - { 1 - ([2]+[4]) } * { 1 - ([6]+[8]) }



Table 2
EMBEDDED COSTS FOR VOLTAGE SUPPORT FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

Voltage Fraction of Gross Capital (Niag. & St. L.) [1] 1.74% 1.85% 1.92% 1.98%

Voltage O&M Expense : Niagara  ($) [2] 172,800           177,984           183,324           188,823           

Voltage O&M Expense : St. Lawrence  ($) [3] 39,722             40,913             42,141             43,405             

Total Voltage O&M Expense  ($) [4] 212,522         218,897         225,464         232,228         

Notes and Sources:
[1]: From Workpaper 5.3.  Fraction is Beginning-of-Year value (equal 
to End-of-Year value for previous year).  
[2] and [3]: From Workpaper 2.2.
[4] = [2] + [3].



Table 3
EMBEDDED COSTS FOR BLACK START FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

Black Start Fraction of Gross Capital (Niag. & St. L.) [1] 0.074% 0.071% 0.069% 0.067%

Inflation Factor [2] 106.6% 103.0% 103.0% 103.0%

Black Start O&M Expense ($) [3] 69,445            71,528           73,674           75,884           

Notes and Sources:
[1]: From Workpaper 7.  Fraction is Beginning-of-Year value (equal to End-
of-Year value for previous year).
[2] = From Workpaper 1
[3]: Sum of Test Year Training costs for Niagara and St. Lawrence, plus 
O&M Cost allocated to Black Start from Workpaper 6 and adjusted by 
Inflation Factor in line [2].



Table 4
EMBEDDED COSTS FOR REGULATION FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

NYCA Peak Load [1] 33,160       33,367       33,737       33,897       

Total NYCA Regulation Requirement (MW) [2] 223            223            223            223            

Required regulation per MW of peak load (MW) [3] 0.007         0.007         0.007         0.007         

Peak load of all contract customers of Niagara and St. Lawrence (MW) [4] 2,761         2,761         2,761         2,761         

Required regulation for all contract customers of Niagara and St. Lawrence (MW) [5] 19              18              18              18              

Niagara & St. Lawrence Summer Generation Capacity (MW) [6] 3,241         3,241         3,241         3,241         

Share of regulation for all contract customers of Niagara and St. Lawrence in generation capacity (%) [7] 0.57% 0.57% 0.56% 0.56%

Notes and Sources:
[1]: From Workpaper 8. Test year peak equals 2009 peak.
[2]: From Workpaper 8. 
[3] = [2] / [1].
[4]: From Workpaper 8. 
[5] = [3] * [4].
[6]: NYPA, "2009 Annual Report".
[7] = [5] / [6].



Table 5
EMBEDDED COSTS FOR OPERATING RESERVE FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

NYCA Peak Load [1] 33,160       33,367       33,737       33,897       

Total NYCA Reserve Requirement (MW) [2] 1,800         1,800         1,800         1,800         

Required reserve per MW of peak load (MW) [3] 0.054         0.054         0.053         0.053         

Peak load of all contract customers of Niagara and St. Lawrence (MW) [4] 2,761         2,761         2,761         2,761         

Required reserve for all contract customers of Niagara and St. Lawrence (MW) [5] 150             149             147             147             

Niagara & St. Lawrence Summer Generation Capacity (MW) [6] 3,241         3,241         3,241         3,241         

Share of required reserve for all contract customers of Niagara and St. Lawrence in generation capacity (%) [7] 4.62% 4.60% 4.55% 4.52%

Notes and Sources:
[1]: From Workpaper 8. Test year peak equals 2009 peak.
[2]: From Workpaper 8. 
[3] = [2] / [1].
[4]: From Workpaper 8. 
[5] = [3] * [4].
[6]: NYPA, "2009 Annual Report".
[7] = [5] / [6].
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New York Power Authority 
2011 Preliminary Staff Report 

 
Executive Summary 

 
 

At their April 2007 meeting, the Trustees approved a two-year (2007 and 2008 Rate Years) rate 

plan applicable to the Authority’s preference power customers.  The final rate year under this 

plan was to terminate on April 30, 2009.  In January 2009, the Trustees authorized the 

publication of a proposed new rate action for Rate Years 2009 and 2010.  That proposal called 

for increasing revenues in the 2009 rate year by $9.7 million as compared to the 2008 rate year, 

and increasing revenues in the 2010 rate year by another $14.6 million as compared to the 2008 

rate year.  Based on public comments and in consideration of the national economic downturn 

and the extent to which the downturn had adversely affected the region’s customers, the Trustees 

in March 2009 approved the withdrawal of the proposed rate action, deferring the recovery of the 

costs until a subsequent period of time.  The deferred recovery was necessary since under federal 

and state statutes and court precedents governing preference power sales the preference rate must 

be at the lowest possible rate but not lower than cost. 

 

The currently effective rates consist of a demand charge of $2.96/kW-mo. and an energy charge 

of $4.92/MWh.  At an indicative load factor of 70% these rates equal $10.71/MWh, which 

compares favorably to the $39.22/MWh average hourly market rate for 2010 in the New York 

Independent System Operator (“NYISO”) Zone A located in western New York. 

 

Authority staff is proposing a 42-month rate plan covering the remaining portion of the 2011 rate 

year plus the 2012, 2013 and 2014 rate years ending April 30, 2015.  By the 2013 rate year the 

preference rates will be phased back up to full cost.  Starting with the 2014 rate year, the 

suspension of the Rate Stabilization Reserve (“RSR”) would be lifted and the Authority would 

begin to collect deferred hydroelectric costs stemming mainly from the withdrawn rate action for 

the 2009 and 2010 rate years. 
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A preliminary Cost of Service (“CoS”) has been completed to determine the adequacy of the 

current rates.  This analysis has resulted in a projected increase in hydroelectric rate to $12.45 per 

MWh for the 2011 rate year as compared to the 2008 rate level of $10.71 per MWh at the time 

the rates were frozen.  Thereafter, gradual increases for the 2012 through the 2014 rate years are 

projected with the final year rate at $13.37 per MWh.  These projected increases in rates are 

before any recovery of the deferred amounts.  The principal cost driver responsible for the 

increase is the ongoing capital investments in the facilities, including: relicensing expenditures at 

Niagara and St. Lawrence, the life extension and modernization (“LEM”) for the St. Lawrence 

Project and the LEM for the Lewiston Pump-Generating Plant (“LPGP”) at the Niagara Project.  

The LEM program at the St. Lawrence Project, which began in 1998, is expected to be completed 

in 2013.  The LEM program at LPGP, expected to begin in 2012 and be completed in 2020, is 

estimated to cost $460 million.  During the two years of the rate freeze and the four years of the 

proposed rate plan period, the Authority will have invested over $490 million in the Hydro 

Projects. 

 

The proposed rate plan incorporates continuation of the ratemaking and CoS methodologies 

adopted in the April 2003 final rate action approved by the Trustees and agreed to by the 

preference power customers as part of the “global” settlement agreements with the Authority.  
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Discussion 

 

The attached preliminary CoS sets forth in detail the estimated costs required to serve the 

preference power customers from the Authority’s St. Lawrence and Niagara Projects.  The 

preference power customer class consists of 47 municipal electric systems and four rural electric 

cooperatives (“M&C” customers), residential customers of three upstate investor-owned utilities, 

the Neighboring State customers1 and the Niagara Project relicensing host communities. 

 

Ratemaking methodologies incorporated in this CoS were adopted in the April 2003 final rate 

action approved by the Trustees and agreed to by preference power customers who were active 

parties to the 2003 rate proceeding as part of the “global” settlement agreements.  These 

methodologies and principles include: 

 (a) The “labor/labor” method (i.e. labor ratios) adopted by the Authority’s Trustees on December 

18, 2001 and incorporated into the January 2003 Report on Hydroelectric Production Rates 

(“January 2003 Report”) for the allocation of Indirect Overheads. 

 (b) A capital cost recovery method as described in the January 2003 Report reflecting the equity 

investment in and new debt issued related to the Hydro Projects.  

 (c) Melding of St. Lawrence Project and Niagara Project costs for ratemaking purposes. 

 (d) Recovery in rates of all prudent Hydro Project relicensing, life extension and modernization 

costs incurred by the Authority in the exercise of its broad discretion.  

 (e) Amortization over 20 years by the Authority of its actuarial estimate of its Other 

Postemployment Benefits (“OPEBs”) liability as described in the January 2003 Report.2   

 (f) Use of the RSR for any under-collection or over-collection of the Authority’s hydroelectric 

CoS.  The RSR calculations will be done in a manner consistent with the hydroelectric CoS study 

contained in the January 2003 Report. 

                                                 
1   These customers consist of certain municipal utilities located in Connecticut, Massachusetts, New Jersey, Ohio, 
Pennsylvania, Rhode Island and Vermont. 
2   The January 2003 Report used the equivalent term Post Retirement Benefits Other than Pensions (“PBOPs”) for 
this analysis. 
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(g) The Authority will continue to credit the cost-based revenues from hydro energy sales in the 

hydroelectric CoS in the same manner as in the hydroelectric CoS study contained in the January 

2003 Report.  The credit will be based on the preference power tariff energy charge, as it changes 

from time to time.  Also, all sales of capacity above the base level of capacity sales in the 

hydroelectric CoS study will be credited to the RSR. 

 

Cost of Service Components 

 
The major categories and significant drivers of the proposed rate action are summarized below.  

The CoS is detailed in the attached Exhibit “A” and Tables 1 to 5.  Exhibit “B” shows estimated 

average annual customer impacts of the proposed rate modification plan. 

 

Operations & Maintenance/Administrative & General Expenses  

 

Operations & Maintenance (“O&M”)/Administrative & General (“A&G”) (Exhibit “A”, Page 1, 

Line 1) – These costs consist of the site and direct O&M as well as the A&G expenses for the 

Hydro Projects which include the day-to-day operations of the projects and ongoing expenses 

associated with major maintenance programs and non-capital modifications.   

 

Included in the Operations & Maintenance/A&G category of the CoS are payments reflecting the 

Authority’s assumption of responsibility for operations at the New York State Robert Moses and 

Coles Creek Parks. 

 

The Authority developed Robert Moses and Coles Creek State Parks as part of the St. Lawrence 

Project, and through a series of agreements assigned O&M responsibilities for these parks to the 

New York State Office of Parks, Recreation and Historic Preservation.  The Federal Energy 

Regulatory Commission (“FERC”) license issued for the St. Lawrence Project on October 23, 

2003 incorporates these facilities as project recreational facilities and, under the terms of the 

license, the Authority has the ultimate responsibility to fund the O&M costs of both parks.  

Approximately half of the total $800,000 annual cost for these facilities is recovered from the 

preference power customers each year. 
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Added to the O&M for ratemaking purposes only (Exhibit “A”, Page 1, Line 2) is the 

amortization of the $51.3 million of Niagara Project roadwork incurred from 1991 to 1996.  Each 

year’s expense was amortized over 15 years.  The last year for recovery of these costs is 2011. 

 

Indirect Overheads  

 

Indirect Overheads (Exhibit “A”, Page 1, Lines 4-7) consists of: Shared Services, the allocated 

share of headquarters costs associated with providing support for the St. Lawrence and Niagara 

Projects based on labor ratios consistent with the methodology adopted in the April 2003 final 

rate action; the cost of Research & Development (“R&D”) initiatives; and, debt service 

associated with the Y2K readiness program.  Included in the CoS is 41% of the total projected 

Shared Services for the 2011 through 2014 rate years. 

 

St. Lawrence & Niagara Relicensing  

 

Included in current rates are certain relicensing costs related to the Niagara and St. Lawrence 

Projects (Exhibit “A”, Page 1, Lines 9-10).  At their meeting of November 25, 2003, the Trustees 

formally accepted the new license issued for the St. Lawrence Project by FERC.  The total cost 

of compliance and implementing the provisions of a new license and associated settlement 

agreements was estimated to be $210 million including relicensing process costs, the expenses 

associated with relicensing studies, support for settlement discussions and the public outreach.  

Of this amount, some $173 million is capitalized and will be recovered over the 50-year term of 

the new license.  Part of the compliance cost is a $2 million annual payment to local 

communities, shown as an expense in Exhibit “A” (Page 1, Line 9).  

 
At their meeting of May 22, 2007, the Trustees formally accepted the new license issued for the 

Niagara Project by FERC.  The costs of a new license and the associated settlement agreements 

was estimated to be $494 million dollars, of which some $182 million is capitalized and 

recovered over the 50-year term of the new license.  As part of the relicensing, the Authority is 

committed to providing amounts of some $19.7 million per year to the surrounding host 
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communities.  Of the $19.7 million annual amount, $12.7 million will be drawn from the 

Authority’s Operating Fund and is shown as an expense in Exhibit “A” (Page 1, Line 10).  The 

remaining amount will be funded through the monetization of 29 MW of Niagara Project power.     

 

Other Post-Employment Benefits (“OPEBs”) 

 

The existing rates reflect accrual treatment of OPEBs3 which mainly include retiree health 

benefit costs.  Prior to the current ratemaking methodology the plan costs were treated on a cash 

basis.  In anticipation of a change in accounting standards, the Authority switched to accrual 

accounting in 2002.  The liability has been updated since then.  The revised charge has resulted 

in a decrease from the projected 2008 level of $13.6 million to a range of $10.3 to $11.4 million 

per year over the period 2011-2014, primarily due to the Authority funding an independent trust 

to partially meet the OPEB obligation.  (See Exhibit “A”, Page 1, Line 11). 

 

Capital Costs  

 

Since the retirement in 1981 of the original bonds issued to fund the Hydro Projects, cash (or 

“equity”) funding was used to finance plant additions (Exhibit “A”, Page 1, Lines 13-15).  With 

the increased capital investments in the Hydro Projects related to plant modernization, upgrades 

and relicensing, beginning in 2000 the Authority has issued new debt associated with these 

facilities.  As in past rate formulations, and as agreed to in various customer contracts, equity-

type funding will be recovered using the Trended Original Cost (“TOC”) methodology.  Under 

TOC only the inflation component or return “of” the investments is captured.  The return “on” 

the investment is foregone.  The inflation component uses the Handy-Whitman Index (“HWI”) as 

the measure for inflation.  The HWI increased by 7.9% and 7.8% in 2007 and 2008, respectively, 

offset by a 1.2% decline in 2009.  In 2010 the HWI increased 3.5%.  For the 10-year period 

through 2010 the average annual increase in the HWI was about 3.7%. 

 

                                                 
3 The January 2003 Report used the equivalent term Post Retirement Benefits Other than Pensions (“PBOPs”) for 
this analysis. 
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The capital costs (both debt- and equity-funded investments) during the rate years covered by the 

proposal under consideration total $438 million, including $100 million, $107 million, $113 

million and $119 million, in each of the rate years 2011 to 2014, respectively.  (See Exhibit “A”, 

Page 1, Line 16.)  In addition, in the two years that the rates were frozen, the capital costs totaled 

$186 million.  As noted above, these costs include the capital investments in the St. Lawrence 

and Niagara Projects, as well as the costs of relicensing.  In the April 2003 final rate action the 

Trustees adopted a “hybrid” approach to capital cost recovery, reflecting the use of the TOC 

method for that portion of the Hydro Projects’ capital cost funded with equity and the more 

conventional debt-service method that applies to the portion funded with debt.  This hybrid 

method, developed by The Brattle Group in 2003, is used in the CoS here. 

 

 

Credits For Ancillary Services  

 

The proposed hydroelectric rates exclude certain O&M and Capital costs associated with the 

production of ancillary services at the Hydro Projects, namely Regulation Service, Operating 

Reserves, Voltage Support and Black Start Service (Exhibit “A”, Page 2, Lines 3-13).  These 

services are sold to the NYISO.  Consistent with the ratemaking methodologies adopted in the 

April 2003 final rate action, the Authority has included a reduction in the CoS that represents the 

embedded costs of producing these services.  The results of applying these methodologies to 

develop the 2011-14 cost-based credits are shown in Exhibit “A” (Page 2, Line 13).  Tables 1-5 

include the detailed data supporting the estimated credits.  The 2011-14 credits to the CoS are 

about $14.1 million, $14.7 million, $15.2 million and $15.7 million, respectively. 

  

Rate Design 

 

From the inception of the Hydro Project preference rates in 1958 through April 30, 2003, the 

demand charge was held constant at $1.00/kW-month.  All costs above those captured by the 

$1.00/kW-month demand charge were recovered in the energy rate.  Because the majority of the 

costs identified in the CoS do not vary with the energy production from the Hydro Projects, but 

are in the nature of fixed costs, it was determined in the April 2003 final rate action approved by 
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the Trustees that the increased revenue requirement should be collected in the hydroelectric 

demand (or “fixed”) charge.  The demand charge was increased for the rate year beginning May 

2003, and each year thereafter, while the energy rate was held constant at $4.92/MWh.  For the 

last year of the plan, May 1, 2008 to April 30, 2009 and continuing to the present as a result of 

the rate freeze, the demand charge is currently $2.96/kW-month.  It is proposed that this rate 

design policy be continued for the proposed rate plan, and that costs not collected in the current 

$4.92/MWh energy charge be recovered through the demand charge.  (See Exhibit “A” Page 2, 

Line 17.) 

   

As discussed in the January 2003 Report (which supported the April 2003 final rate action 

approved by the Trustees), the cost structure for a hydroelectric plant is largely fixed in nature 

and does not vary by output in the short term.  The vast majority of the total Hydro Projects’ 

costs, including the majority of O&M, indirect costs (Shared Services, R&D, and Indirect Debt 

Service), Relicensing, and Capital Costs, are fixed, and therefore, should appropriately be 

allocated to the demand charge.  For the proposed rate design, the initial step is to allocate a 

portion of the total Hydro Projects’ costs to the energy function by multiplying the current energy 

rate of $4.92/MWh times the generation.  (See Exhibit “A”, Page 2, Line 21).  The result is 

energy allocated costs of $99.5 million in each rate year.  The remaining Hydro Projects’ costs to 

be recovered through the demand charge are $131.1 million (2011), $139.2 million (2012), 

$147.8 million (2013) and $156.1 million (2014).  (See Exhibit “A”, Page 2, Line 16).  Dividing 

the demand charge costs by the total Hydro Projects’ billed demands yields the demand charges 

of $3.85/kW-month (2011), $3.97/kW-month (2012), $4.12/kW-month (2013) and $4.32/kW-

month (2014).  The result of the cost allocation procedure allocates somewhat more costs to the 

demand function (57% in 2011) than to the energy function (43%).   

   

The total Hydro Projects’ costs, net of the ancillary service credits, are $230.6 million, $238.6 

million, $247.3 million and $255.6 million for the 2011 to 2014 calendar years, respectively.  

(Refer to Exhibit “A” Page 2, line 14).  If applied in a manner consistent with past ratemaking 

practice, the Rate Year beginning November 1, 2011 would be based on the calendar year 2011 

costs.  Similarly, the rate years beginning May 1, 2012 to 2014 would be based on calendar year 
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2012 to 2014 costs, respectively.  The demand and energy rates for the 42-months covered by 

this rate plan and the overall rates at the 70% load factor, if set on this basis, are shown below.  

 

 
Rate Year4 

Demand Rate 
$/kW-month 

Energy Rate 
$/MW-hour 

Effective Rate5 
$/MW-hour 

2011 3.85 4.92 12.45 

2012 3.97 4.92 12.69 

2013 4.12 4.92 12.98 

2014 4.32 4.92 13.37 

 

 
Rate Stabilization Reserve (RSR) 

 

The RSR, established in 1987, was designed to capture the under-recovery or over-recovery of 

costs relative to the costs collected in the fixed demand and energy charges, due to differences in 

net generation and actual cost incurrence.  By design, if the RSR balance exceeds a range of -$25 

million to +$25 million, a surcharge or credit will be assessed against the preference power hydro 

rate over the ensuing 12-month period.  Authority staff’s calculations show the RSR balance as 

of December 31, 2010 to be about -$51.3 million, indicating a $26.3 million shortfall beyond the 

-$25 million threshold.  Most of this $26.3 million shortfall is attributable to the deferred 2009 

and 2010 rate increases.   

 

 

Staff proposes that, given the increased level of costs forecast, the suspension of the RSR 

surcharge should be lifted no later than May 2014, and customers would pay an RSR surcharge 

during the fourth rate year under this proposal.  

 

                                                 
4   Except for 2011, the preference power rate year runs from May 1 of the calendar year indicated to April 30 of the 
following year.  Because of the timing of this Notice of Proposed Rulemaking (“NOPR”), the 2011 rate year the 
period would be from November 1, 2011 to April 30, 2012. 
5   Effective rate at 70% load factor. 
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Based on the current negative RSR balance, staff anticipates that RSR surcharges will need to 

continue in the rate years subsequent to the years covered by the proposed rate plan in order to 

bring the RSR balance back to the -$25 million level.  Staff will keep the Trustees informed 

regarding the RSR balance and will make further recommendations as appropriate.6 

 

Rate Phase-in Proposal 

 

At their March 31, 2009 meeting the Authority’s Trustees approved the withdrawal of a Notice of 

Proposed Rulemaking affecting hydroelectric preference power rates.  This action included a rate 

freeze of the existing preference rates, a suspension of the rate surcharge of the RSR for 

preference power customers and a requirement to collect the costs deferred as a result of such 

action “over appropriate, subsequent year(s).” 

 

Staff recommends phasing rates up to current costs by the 2013 rate year.  A phase-in of rates 

would result in an under-recovery of costs of $12 million in 2011 and $4 million in 2012.  Staff 

also recommends that, starting with the 2014 rate year, the suspension of the RSR would be lifted 

and the Authority would begin to collect deferred hydroelectric costs stemming from the 2009 

and 2010 foregone rate increases.  To mitigate cost impacts to the preference customers, staff 

recommends that the RSR surcharge be limited to $0.50/MWh in 2014.  Based on the current 

negative RSR balance, staff anticipates the proposed RSR surcharges will need to continue in the 

rate years subsequent to the years covered by the proposed rate plan in order to bring the RSR 

balance back to the -$25 million level. 

 

 

 

                                                 
6  By the time new preference rates are made effective in November 2011, the RSR balance may need to be altered 
due to the loss of a portion of the hydropower sales made at preference power rates.  As a result of Chapter 60 (Part 
CC) of the Laws of 2011, which directs NYPA to implement the Recharge New York power program, NYPA will be 
withdrawing 455 MW of firm hydropower currently allocated to upstate utilities which is priced at the preference 
power rate.  To the extent staff anticipates that such withdrawal will affect the RSR balance and the RSR surcharge 
in a material manner, staff will inform the Trustees and adjust the rate proposal accordingly when it is submitted for 
final approval in October 2011.   
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The proposed demand and energy rates for the four rate years and the overall rates at the 70% 

load factor are shown below.  

 

 
Rate Year7 

Demand Rate
$/kW-month 

Energy Rate
$/MW-hour 

RSR-related 
Surcharge 
$/MW-hour 

Effective Rate8

$/MW-hour 
2011 3.32 4.92 - 11.42 

2012 3.70 4.92 - 12.16 

2013 4.12 4.92 - 12.98 

2014 4.32 4.92 0.50 13.87 

 

Final Staff Report 

 

Authority staff intends to present a final report at the October 2011 Trustee meeting, and would 

issue it to the public shortly thereafter.  The final report will reflect public comments and staff 

analysis, as well as Trustee action, on the proposed rate plan.  

 

                                                 
7   Except for 2011, the preference power rate year runs from May 1 of the calendar year indicated to April 30 of the 
following year.  Because of the timing of this NOPR, the 2011 rate year the period would be from November 1, 2011 
to April 30, 2012. 
 
8   Effective rate at 70% load factor. 



Exhibit A
Page 1 of 2

NEW YORK POWER AUTHORITY
HYDROELECTRIC PROJECTS

PROPOSED PRODUCTION COST OF SERVICE
($000)

Difference

2011
(Per 2007 vs

CoS) 2008 *
Line Description 2008 2011 2012 2013 2014

Operations & Maintenance/Administrative & General
1 Operations & Maintenance/A&G 61,941      71,762       72,174       74,654       76,355       9,821         
2 Amortized Roadwork 2,983        212            -            -            -            (2,771)       

3 Subtotal O&M/A&G 64,924      71,973       72,174       74,654       76,355       7,049         
(line 1 + line 2)

Indirect Overheads
4 Shared Services 41,329      44,897       45,837       46,564       47,235       3,568         
5 Research & Development 3,780        2,523         2,598         2,650         2,703         (1,257)       
6 Project Study Debt Service 846           -            -            -            -            (846)          
7 Y2K Debt Service 2,874        237            237            237            237            (2,637)       

8 Subtotal Indirect Overheads 48,829      47,656       48,672       49,451       50,176       (1,173)       
(sum lines 4-7)

9 St. Law. Relicensing, amortization 2,000        2,000         2,000         2,000         2,000         -            
10 Niagara Relicensing, amortization 12,000      12,700       12,700       12,700       12,700       700            
11 Other Post -Employment Benefits (OPEB) 13,608      10,348       10,720       11,051       11,424       (3,261)       

12 O&M Cost of Service 141,361    144,677     146,266     149,856     152,654     3,316         
(sum lines 3,8, 9, 10,11)

Capital Costs
13 Total Depreciation 35,350      40,984       43,422       45,309       47,204       5,634         
14 Interest on Debt 21,453      30,322       33,205       35,104       37,386       8,869         
15 Inflation Compensation 21,521      28,697       30,428       32,182       34,069       7,176         

16 Subtotal Capital Costs 78,324      100,003     107,055     112,595     118,659     21,679       
(sum lines 13-15)

17 Total Cost of Service 219,685    244,680     253,321     262,451     271,313     24,995       
(line 12 +line 16)

*  2008 data is from 2007 CoS and was based on data and projections available at that time.



Exhibit A
Page 2 of 2

NEW YORK POWER AUTHORITY
HYDROELECTRIC PROJECTS

FINAL PRODUCTION COST OF SERVICE
($000)

Difference
2011

(Per 2007 
CoS) vs

Line Description 2008 2011 2012 2013 2014 2008 *

1 Total Cost of Service ($000) 219,685       244,680     253,321     262,451     271,313     24,995       

2 Credits for ancillary services ($000)

3 Black Start, O&M 81               69              71              73              75              (12)            
4 Voltage Support, O&M 332             213            219            225            232            (119)          
5 Remaining O&M 140,948       144,395     145,976     149,558     152,347     3,447         

(page 1, line 12 - (line 3+line 4)
6 Operating Reserves, O&M 4.82% 4.40% 4.37% 4.33% 4.31%
7 Regulation, O&M 0.57% 0.55% 0.54% 0.54% 0.53%
8 Subtotal OR, Reg. O&M 5.39% 4.95% 4.91% 4.87% 4.84%
9 Op. Res.+ Reg. O&M credit ($000) 7,597          7,148         7,167         7,283         7,374         (450)          

(line 8 * line 5)
10 Capital Reductions
11 All ancillary services 6.85% 6.68% 6.74% 6.75% 6.79%
12 Subtotal capital reductions ($000) 5,365          6,680         7,216         7,600         8,057         1,315         

(page 1, line 16 * line 11)
13 Total Ancillary Credits ($000) 13,375         14,110       14,673       15,182       15,738       734            

(sum lines 3,4,9,12)
14 Adjusted Cost of Service ($000) 206,310       230,570     238,648     247,270     255,576     24,261       

(line 1 - line 13)
15 Billing Demand MW 36,137         34,086       35,035       35,871       36,100       (2,051)       

16 Billing Demand Allocated Costs ($000) 106,822       131,108     139,186     147,807     156,113     24,285       
(line 14 - line 21)

17 Billed Demand Rate $/kW/mo 2.96            3.85           3.97           4.12           4.32           
(line 16 / line 15)

18 LTA Generation GWh 20,221         20,216       20,216       20,216       20,216       (5)              
19 Annual Generation GWh 20,012         20,456       20,148       20,409       20,435       444            

20 Billing Energy Rate $/MWh 4.92            4.92           4.92           4.92           4.92           

21 Costs Allocated to Energy Rate $/MWh 99,487         99,463       99,463       99,463       99,463       (25)            
(line 18 * line 20)

*  2008 data is from 2007 CoS and was based on data and projections available at that time.



EXHIBIT "B"

Current * 2011 2012 2013 2014

MUNIS/COOPS FULL REQUIREMENTS
CURRENT HYDRO PRODUCTION RATES $/MWh 10.38 10.42 10.41 10.41
PROPOSED HYDRO PRODUCTION RATES $/MWh 11.04 11.79 12.56 12.93
INCREASES FROM CURRENT $/MWh 0.66 1.37 2.15 2.52

END USE RESIDENTIAL IMPACTS
SYSTEM RESIDENTIAL RATE $/MWh 80.51 80.81 81.67 82.33 82.65
INCREASES FROM CURRENT $/MWh 0.30 1.15 1.82 2.14
SYSTEM RESIDENTIAL AVG. BILL $/mo 79.98 80.27 81.12 81.78 82.10
INCREASES FROM CURRENT $/mo 0.30 1.15 1.80 2.12

MUNIS/COOPS PARTIAL REQUIREMENTS
CURRENT HYDRO PRODUCTION RATES $/MWh 10.61 10.69 10.68 10.68
PROPOSED HYDRO PRODUCTION RATES $/MWh 11.30 12.14 12.94 13.33
INCREASES FROM CURRENT $/MWh 0.69 1.44 2.26 2.65

END USE RESIDENTIAL IMPACTS
SYSTEM RATE $/MWh 59.27 59.62 60.62 61.40 61.77
INCREASES FROM CURRENT $/MWh 0.35 1.35 2.13 2.50
SYSTEM RESIDENTIAL AVG. BILL $/mo 64.87 65.26 66.35 67.20 67.61
INCREASES FROM CURRENT $/mo 0.38 1.48 2.33 2.74

RESIDENTIAL UTILITY CUSTOMERS (PEAKING ONLY)
END USE RESIDENTIAL IMPACTS
SYSTEM RATE $/MWh 135.58 135.62 135.74 135.83 135.87
INCREASES FROM CURRENT $/MWh 0.04 0.16 0.25 0.29
SYSTEM RESIDENTIAL AVG. BILL $/mo 88.94 88.97 89.04 89.10 89.13
INCREASES FROM CURRENT $/mo 0.03 0.11 0.17 0.19

* Current is the most recent Energy Information Adminstration data, which is 2009.

NEW YORK POWER AUTHORITY
ESTIMATED AVERAGE ANNUAL CUSTOMER IMPACTS

Prices ($/MWh) include demand and energy components



Table 1
EMBEDDED COSTS FOR ANCILLARY SERVICES FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

Voltage Support O&M Cost Reduction ($) [1] 212,522                   218,897                   225,464                   232,228                   

Voltage Support Capital Share (%) [2] 1.74% 1.84% 1.91% 1.98%

Black Start O&M Cost Reduction ($) [3] 69,081                     71,154                     73,288                     75,487                     

Black Start Capital Share (%) [4] 0.074% 0.071% 0.069% 0.067%

Regulation O&M Share (%) [5] 0.55% 0.54% 0.54% 0.53%

Regulation Capital Share (%) [6] 0.55% 0.54% 0.54% 0.53%

Operating Reserve O&M Share (%) [7] 4.40% 4.37% 4.33% 4.31%

Operating Reserve Capital Share (%) [8] 4.40% 4.37% 4.33% 4.31%

Ancillary Service O&M Cost ($) [9] 281,603                   290,051                   298,753                   307,715                   

Ancillary Service O&M Share (%) [10] 4.95% 4.92% 4.86% 4.84%

Ancillary Service Capital Share (%) [11] 6.68% 6.74% 6.75% 6.79%

Notes and Sources:

[1]-[2]: Table 2.

[3]-[4]: Table 3.

[5]-[6]: Table 4.

[7]-[8]: Table 5.

[9]: [1] + [3]

[10]: [5] + [7]

[11]: 1 - { 1 - ([2]+[4]) } * { 1 - ([6]+[8]) }



Table 2
EMBEDDED COSTS FOR VOLTAGE SUPPORT FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

Voltage Fraction of Gross Capital (Niag. & St. L.) [1] 1.74% 1.84% 1.91% 1.98%

Voltage O&M Expense : Niagara  ($) [2] 172,800           177,984           183,324           188,823           

Voltage O&M Expense : St. Lawrence  ($) [3] 39,722             40,913             42,141             43,405             

Total Voltage O&M Expense  ($) [4] 212,522         218,897         225,464         232,228         

Notes and Sources:
[1]: From Workpaper 5.3.  Fraction is Beginning-of-Year value (equal 
to End-of-Year value for previous year).  
[2] and [3]: From Workpaper 2.2.
[4] = [2] + [3].



Table 3
EMBEDDED COSTS FOR BLACK START FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

Black Start Fraction of Gross Capital (Niag. & St. L.) [1] 0.074% 0.071% 0.069% 0.067%

Inflation Factor [2] 106.1% 103.0% 103.0% 103.0%

Black Start O&M Expense ($) [3] 69,081            71,154           73,288           75,487           

Notes and Sources:
[1]: From Workpaper 7.  Fraction is Beginning-of-Year value (equal to End-
of-Year value for previous year).
[2] = From Workpaper 1
[3]: Sum of Test Year Training costs for Niagara and St. Lawrence, plus 
O&M Cost allocated to Black Start from Workpaper 6 and adjusted by 
Inflation Factor in line [2].



Table 4
EMBEDDED COSTS FOR REGULATION FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

NYCA Peak Load [1] 33,160       33,367       33,737       33,897       

Total NYCA Regulation Requirement (MW) [2] 223            223            223            223            

Required regulation per MW of peak load (MW) [3] 0.007         0.007         0.007         0.007         

Peak load of all contract customers of Niagara and St. Lawrence (MW) [4] 2,628         2,628         2,628         2,628         

Required regulation for all contract customers of Niagara and St. Lawrence (MW) [5] 18              18              17              17              

Niagara & St. Lawrence Summer Generation Capacity (MW) [6] 3,241         3,241         3,241         3,241         

Share of regulation for all contract customers of Niagara and St. Lawrence in generation capacity (%) [7] 0.55% 0.54% 0.54% 0.53%

Notes and Sources:
[1]: From Workpaper 8. Test year peak equals 2009 peak.
[2]: From Workpaper 8. 
[3] = [2] / [1].
[4]: From Workpaper 8. 
[5] = [3] * [4].
[6]: NYPA, "2009 Annual Report".
[7] = [5] / [6].



Table 5
EMBEDDED COSTS FOR OPERATING RESERVE FOR NIAGARA AND ST. LAWRENCE

2011 2012 2013 2014

NYCA Peak Load [1] 33,160       33,367       33,737       33,897       

Total NYCA Reserve Requirement (MW) [2] 1,800         1,800         1,800         1,800         

Required reserve per MW of peak load (MW) [3] 0.054         0.054         0.053         0.053         

Peak load of all contract customers of Niagara and St. Lawrence (MW) [4] 2,628         2,628         2,628         2,628         

Required reserve for all contract customers of Niagara and St. Lawrence (MW) [5] 143             142             140             140             

Niagara & St. Lawrence Summer Generation Capacity (MW) [6] 3,241         3,241         3,241         3,241         

Share of required reserve for all contract customers of Niagara and St. Lawrence in generation capacity (%) [7] 4.40% 4.37% 4.33% 4.31%

Notes and Sources:
[1]: From Workpaper 8. Test year peak equals 2009 peak.
[2]: From Workpaper 8. 
[3] = [2] / [1].
[4]: From Workpaper 8. 
[5] = [3] * [4].
[6]: NYPA, "2009 Annual Report".
[7] = [5] / [6].
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