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October 25, 2011

Minutes of the Regular Meeting of the Power Authority of the State of New York held via video
conference at the following participating locations at approximately 11:00 a.m.

1) New York Power Authority, 123 Main Street, White Plains, NY
2) New York Power Authority, 501 Seventh Avenue, New York, NY

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
Edward Welz Acting Chief Operating Officer / Executive Vice President and Chief Engineer –

Power Supply
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
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
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
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
Dominick Daniello Desktop Support Analyst IV
Egle Travis Pricing and Power Contract Analyst II – Marketing Analysis and Administration
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Brian Saez Superintendent, Operations/MRM – Control Room Operations, B-G
Chris Brown Supervisor – Mechanical Maintenance, B-G
Steven Alberti Operations Shift Supervisor – Control Room Operations, B-G
Ty Hinkley Operations Shift Supervisor – Control Room Operations, B-G
David Weiman Senior Civil Engineer I – Control Room Operations, B-G
Mikey Wade Intern

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 October 25, 2011 Meeting Agenda

On motion made and seconded the Agenda for the Meeting was approved.
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2. Consent Agenda

On motion made and seconded, the Consent Agenda was approved.
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a. Approval of the Minutes

The Minutes of the Regular Meeting held on September 27, 2011 were unanimously adopted.
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b. Authorization to Conduct Competitive Solicitation for
Environmental Attributes on Behalf of the Authority
and for Resale to NYC Governmental Customers____

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

SUMMARY

“The Trustees are requested to approve the issuance of a Competitive Solicitation for the purchase of
environmental attributes to serve the renewable energy requirements of the Authority and of certain of the
Authority’s New York City Governmental Customers. Environmental attributes are the megawatt-hours (‘MWhs’)
associated with renewable energy generation. Renewable energy is energy that is capable of being continuously
replenished by natural or other means, such as solar, wind, geothermal, biomass, landfill gas and tidal generation
technologies. Environmental attributes include any emissions or pollutants avoided by the generation of renewable
energy, such as carbon dioxide (CO2), methane (CH4), or any other greenhouse gases (GHGs).

“Under the Competitive Solicitation, the Authority would purchase the environmental attributes in the
Authority’s name from the supplier. The intent is for the Authority to retain some of these environmental attributes
for its own use and to resell the remainder to Roosevelt Island Operating Corporation and Battery Park City
Authority, as discussed below.

BACKGROUND

“Under the 2005 Long-Term Agreements governing the supply of electricity, the Authority serves the
energy and energy-related needs of its New York City Governmental Customers (‘Customers’). Some of these
Customers are subject to the requirements of Executive Order 111 (‘Green and Clean State Buildings and Vehicles’)
which directs state agencies to be more energy-efficient and environmentally aware. Other Customers are interested
in purchasing renewable energy to support their own environmental policies and sustainability objectives. The
Authority purchases renewable energy to fulfill its Executive Order 111 requirements and maintain the LEED
(Leadership in Energy and Environmental Design) status of its Rappleyea headquarters building in White Plains.

“The possibility that Customers would purchase renewable energy and/or renewable attributes from the
Authority was contemplated in the Long-Term Agreements which provides that the cost of such products will be
borne directly by the Customer through an appropriate bill surcharge. The Authority has been purchasing
environmental attributes for these Customers on an ‘as requested’ basis. Such purchases have been made through a
series of short-term transactions, in combination with a long-term purchase of renewable attributes from Vento I,
LLC (assignee of Horizon Wind Energy LLC) and Iberdrola Renewables, Inc. (formerly PPM Energy, Inc).

DISCUSSION

“The Authority has been asked to procure supplies of environmental attributes by two Customers,
Roosevelt Island Operating Corporation and the Battery Park City Authority (collectively, ‘RFP Customers’), in
various amounts, commencing in 2011 and potentially continuing to as far as 2020. The Authority is also in need of
additional supplies of environmental attributes for its own account. The total volume of environmental attributes to
be purchased over this 2011 to 2020 timeframe corresponds to 21,643 MWhs of renewable energy generation. Due
to the potential length of term, Trustee approval is required before a solicitation may be issued to fulfill these needs
as required by the procedure adopted July 26, 2011 entitled ‘Power Resource Planning and Acquisition Department
Procedure: Competitive Solicitations for Power Supply Products.’

“A draft of the proposed Competitive Solicitation for these supplies is attached hereto, (Exhibit ‘2b-A’).
Also attached is a brochure that staff has distributed to Customers detailing the Authority’s offer to procure
Attributes on their behalf and detailing the process for them to follow, (Exhibit ‘2b-B’).
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FISCAL INFORMATION

“The full cost of any purchases resulting from this solicitation will be paid for by the RFP Customers.
While the price or prices of the environmental attributes to be purchased is unknown, staff estimates that, based on
current market data and outlook, the total outlay over the term of these purchases could range from $200,000 to
$325,000. If the recommended term of the contract exceeds 48 months, the Trustees will be asked to approve the
purchase after the bids resulting from the solicitation are received and evaluated, and a recommendation for award is
made.

RECOMMENDATION

“The Director, Supply Acquisition and Renewable Energy recommends that the Trustees authorize staff to
issue a Competitive Solicitation for the purchase of environmental attributes on behalf of the New York Power
Authority, the Roosevelt Island Operating Corporation and the Battery Park City Authority, to be delivered in
varying amounts over the period 2011 to 2020.

“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.

WHEREAS, pursuant to the request of two of its New York
City Governmental Customers (collectively, “RFP Customers”), and as
contemplated in the 2005 Long-Term Agreements, the Authority may
purchase environmental attributes to serve the renewable energy
requirements of such RFP Customers; and

WHEREAS, as required by Authority policy, any proposed
solicitation to purchase environmental attributes over a length of time
exceeding four years requires prior Trustee approval; and

WHEREAS, as the procurement proposed by the RFP
Customers and required by the Authority for its own use would ask for
environmental attributes for a period longer than four years, Trustee
approval is needed before staff may issue the Competitive Solicitation.

NOW, THEREFORE, BE IT RESOLVED, That the Senior
Vice President, Energy Resource Management, or his designee, is
hereby authorized on behalf of the Authority to issue a Competitive
Solicitation for the purchase of environmental attributes to meet the
needs of the Authority and two of its New York City Governmental
Customers as described 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 Executive
Vice President and Chief Financial Officer and all other officers of the
Authority are, and each of them hereby is, authorized on behalf of the
Authority to do any and all things and take any and all actions and
execute and deliver any and all agreements, certificates and other
documents to effectuate the foregoing resolution, subject to the
approval of the form thereof by the Acting General Counsel.
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Discussion Agenda

3. a. Report of the Acting President and Chief Executive Officer

Acting President and Chief Executive Officer, Mr. Gil Quiniones, discussed the Authority’s performance

measures in relation to its Business Plan and highlighted the key initiatives undertaken in October – Recharge

New York; proposed hydropower rate adjustment; and participation in the Annual Meeting of Multiple

Intervenors in Buffalo, New York.

Corporate Performance Measures

Acting President and Chief Executive Officer Quiniones said that staff had developed a matrix which

outlined specific, measurable goals to assess the Authority’s performance. He reported that in terms of

operations the Authority is doing well in its generation and transmission reliability; the O&M budget is meeting

its targeted goals; by the end of the year, improvements are expected in compliance; and environmental incidents

exceeded its target.

Key Issues

Recharge New York

Acting President and Chief Executive Officer Quiniones said that, to date, staff has received 14

applications for power under the new Recharge New York Program and the State has received 480 Consolidated

Financial Applications through the Regional Council of the Governor’s office.

Annual Meeting of Multiple Intervenors at the Advanced Energy Research and Technology Center

Acting President and Chief Executive Officer Quiniones said that Mr. James Pasquale and he attended

the 2011 Annual Meeting of Multiple Intervenors held at the Advance Energy Research and Technology Center

in Buffalo, New York. He said that this was an opportunity for the Authority to communicate its initiatives,

especially in the area of research and development, to other stakeholders. He addressed the meeting on the

Authority’s key energy initiatives in research and development.

In response to a question from Trustee Mark O’Luck, Acting President and Chief Executive Officer

Quiniones said that the Authority set a high standard for environmental incidents at a maximum of 27 per year

and exceeded this target. The incidents reported were caused by oil or refrigerant spills. The Environmental

division is planning additional safety and environmental training at the sites with the goal of avoiding incidents

of unintended releases into the environment. Mr. John Kahabka added that the incidents were minor in nature;
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however, the Department of Environmental Conservation’s regulations obligates the Authority to report all

incidents.

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

Quiniones said that staff conducted public informational meetings in different areas of the state on its Recharge

New York program. The Authority received positive responses to the program from customers, especially since

the period for its renewal is seven years as compared to the previous program which was annually. The

challenge to staff is to process the numerous applications the Authority expects to receive in an expeditious

manner.
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b. Report of the Acting Chief Operating Officer

Acting Chief Operating Officer, Mr. Edward Welz, provided highlights of the report to the Trustees.

Construction Activities

 Niagara-Lewiston Plant – Feeder #2 was taken out of service to install the new generator step-up
transformer.

 St. Lawrence Plant Life Extension and Modernization Program – Unit #19 scheduled to return to service
on March 28, 2012.

 Niagara-Robert Moses Plant – Unit #2 scheduled to return to service on July 12, 2012.

 Blenheim-Gilboa and Vischer Ferry Projects – staff continues to assess the damages at these projects as
a result of hurricane Irene and Tropical storm Lee.

Performance Measures

Transmission Reliability

The Authority is performing well and, consistent with the American Public Power Association’s

scorecard, the Authority had a high score for safety in its class.

Forced Outages

Astoria 500 MW Plant – Unit 7B was taken out of service because of failure of the excitation system; unit 7B was

returned to service on October 20th.

Technical Compliance

The North American Electric Reliability Corporation (“NERC”) performed two compliance audits on

the Authority both of which had no findings of potential violations. Because of this, the Authority may not be

subject to as many audits in the future.

Regional Greenhouse Gas Initiative

The Authority was awarded 500,000 tons of CO2 allowances at a market price of $1.89/ton.
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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.

Mr. Russak said that the Authority continues to perform well financially. For the period ended

September 30, 2011, Net Income was $171 million, which is $55 million above budget.

Mr. Russak also reported the following activities:

 The Authority closed on its Series 2011A bond issue;

 Staff is working on the 2012 Operating Budget. Staff will provide the Trustees with a budget

information package for their review before the December 15th meeting.

In response to a question from Trustee O’Luck, Mr. Russak said that the Authority is expected to be

about $4 to $5 million above the 2011 “flat” budget.

Responding to a question from Trustee Nicandri, Mr. Russak said that staff plans to conduct individual

briefings with the Trustees and that the final budget approval is scheduled for the meeting in December.
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4. Preservation Power Contracts with Newton Falls Fine Paper
Company, LLC and Upstate Niagara Cooperative, 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
Preservation Power to Newton Falls Fine Paper Company, LLC (‘NFFP’) and Upstate Niagara Cooperative, Inc.
(‘Upstate Niagara’) and to authorize their transmittal to the Governor. The proposed Agreements with NFFP and
Upstate Niagara are attached as Exhibits ‘4-A’ and ‘4-B,’ respectively.

BACKGROUND

“At their May 24, 2011 meeting, pursuant to criteria set forth in §1005 (13) of the Public Authorities Law
(‘PAL’), the Trustees approved 5,000 kilowatt (‘kW’) and 3,000 kW Preservation Power allocations for NFFP and
Upstate Niagara, respectively. The allocation to NFFP was approved for a term of three years and the allocation to
Upstate Niagara was approved 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 5,000 kW allocation, NFFP, a paper manufacturing company, committed to invest $6.7
million to purchase and install new and used equipment and to refurbish existing equipment in order to begin
producing paper products in the short-term. The investment would allow the company to re-open the mill and rehire
workers that were laid off at the end of 2010. The company also committed to invest $15.0 million to build a
biomass cogeneration plant, to be in operation within three years, for a total project investment of $21.7 million.
NFFP committed to create 91 jobs within two years, in addition to the existing 18 jobs, as a result of this project.

“In return for the 3,000 kW allocation, Upstate Niagara committed to invest a total of $11.0 million to
purchase and re-open a dairy processing facility in North Lawrence. The company will install two new high-speed
productions lines and hire workers to produce dairy products, i.e., yogurt. Roughly, $5.0 million of the total
investment would be spent on the existing facility purchase and re-start, with the remaining $6.0 million for the new
production equipment and installation. The company has committed to create 80 jobs within three years as a result
of this project.

“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 has the right to reduce the hydropower allocation on a
pro-rata percentage basis. The rates for Preservation Power are contained in the ‘Schedule of Rates for Sale of Firm
Power to Preservation Power Customers -Service Tariff No. 10,’ also included in Exhibits ‘4-A’ and ‘4-B.’

“Regarding the status of the individual expansion projects, Upstate Niagara’s project has commenced with
the purchase of the dairy processing facility. The project is progressing and the company anticipates being ready to
begin using the hydropower allocation as early as the first quarter of 2012. NFFP continues to assess its options to
move forward with the Newton Falls project. The company is reviewing its business strategy and has yet to re-open
the mill or purchase the cogeneration system. If the Agreements are approved by the Trustees and the Governor, the
individual customer’s agreement will be executed only after a project review is completed by the Authority.
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DISCUSSION

“A public hearing on the Agreements was held on July 28, 2011 at the Frank S. McCullough, Jr. Hawkins
Point Visitors’ Center at the St. Lawrence/FDR Power Project in Massena. Four oral statements were given at the
public hearing and a written statement with attachments was submitted by one of the speakers. Three of the
speakers provided statements unrelated to the Agreements. One speaker supported the agreement for the Upstate
Niagara power allocation and requested the Trustees do anything that could help create jobs at the North Lawrence
facility. The official transcript of the public hearing and the written submittal are attached as Exhibit ‘4-C.’

RECOMMENDATION

“The Manager – Business Power Allocations and Compliance recommends that the Trustees approve the
proposed Agreements for the sale of Preservation Power to Newton Falls Fine Paper Company, LLC and Upstate
Niagara Cooperative, 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.”

Mr. Michael Huvane provided highlights of staff’s recommendation to the Trustees. In response to a

question from Trustee Nicandri, Mr. Huvane said that the Contract with Newton Falls Fine Paper Company was

for three years; the company requested the shorter-term contract. In response to further question from Trustee

Nicandri, Mr. Huvane said that the contract for Upstate Niagara Cooperative was for five years, the standard

term of the contracts. Chairman Townsend added that the contracts to both Newton Falls Fine Paper Company

and Upstate Niagara Cooperative will result in the reopening of facilities that were shut down. He thinks it’s very

important to note that the Authority was able to reenergize these local economies.

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

RESOLVED, That the Preservation Power agreements for the
sale of hydroelectric power and energy generated by the Authority for
sale to Newton Falls Fine Paper Company, LLC and Upstate Niagara
Cooperative, 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
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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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5. Recharge New York Production Rate Methodology
and Indicative Rates

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

SUMMARY

“The Trustees are requested to approve the proposed production rate methodology to be used to develop
indicative rates for the Authority’s new Recharge New York Power Program (‘RNY Power Program’ or ‘RNY’)
starting July 2012.

“The Trustees are further requested to authorize staff to update the proposed rates to account for changed
economic conditions immediately prior to the July 2012 start of RNY Power Program.

BACKGROUND

“The RNY Power Program is a new significant economic development program created by Chapter 60
(Part CC) of the Laws of 2011 (‘Chapter 60’). In accordance with Chapter 60, the Authority will administer the
RNY Power Program, which is designed to be a long-term, cost-effective energy solution for businesses throughout
the state. Many such businesses previously depended upon yearly legislative extensions of the Authority’s
Economic Development Power and Power for Jobs program benefits, two programs that will be phased out pursuant
to Chapter 60.

“The RNY Power Program will make a total of 910 MW of electricity available to New York businesses
and not-for-profit entities, which will consist of 455 MW of Authority hydro-electricity and 455 MW of market
electricity. Because one-half of the RNY Power Program consists of hydropower, the Authority will be able to offer
low-cost electricity to RNY Power Program participants. In addition to the entitlement to receive the hydropower
portion of the RNY allocation, each RNY participant shall have an option to choose to receive the market power
portion of its RNY allocation from either the Authority or another electricity supplier. If the RNY Power Program
participant chooses to receive Authority-supplied market power, the Authority will employ appropriate strategies for
procuring market energy and capacity necessary to supply the market power portion of the full RNY allocation. The
Authority’s sales under the RNY Power Program shall be accomplished through a direct power sale contract
between the Authority and the RNY Power Program participant. If the RNY Power Program participant does not
choose to receive the market power portion of its RNY allocation from the Authority, it may choose an alternate
supplier and the Authority would only be responsible for supplying the hydropower portion of the participant’s RNY
allocation. Each RNY allocation will be entitled to a delivery rate discount from the applicable transmitting utility
regardless of whether the market power portion of the allocation is supplied by the Authority or an alternate
supplier.*

“Approval of the production rate methodology is necessary for the Authority to market the RNY program
to potential consumers throughout the state and to determine the level of energy cost savings, if any, that would be
experienced by potential recipients of RNY allocations. If approved, the proposed rate methodology would be
inserted into a new Authority service tariff applicable to RNY Power Program allocations. At the December 15,
2011 Trustee meeting, Authority staff intends to present both the form of contract for RNY Power Program sales
and the accompanying service tariff for Board approval.

DISCUSSION

“In expectation of the commencement of RNY Power Program sales in July 2012, Authority staff has
prepared a rate methodology and two sets of RNY indicative rates to be applicable to RNY Power Program
participants. Staff proposes monthly base production rates for demand and energy differentiated by the geographic

* The New York Public Service Commission recently directed the state’s utility companies to adopt a delivery rate
discount for RNY Power Program deliveries, as set forth in Case 11-E-0176, In the Matter of the Commission’s
Implementation of Certain Provisions of the Recharge New York Power Program Act, ‘Order Directing Certain
Utilities to Submit Tariff Amendments’ (issued and effective September 19, 2011).
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zones established by the New York Independent System Operator (‘NYISO’). Exhibit ‘5-A’ contains the base rate
components that are used in staff’s methodology to compute the rates. Exhibit ‘5-B’ contains the indicative ‘RNY
Hydro Only’ and ‘RNY Blended’ rates by zone.

A. Rate Methodology:

“RNY Hydro Only refers to the rate for a RNY participant who has chosen to purchase only the
hydropower portion of its RNY allocation from the Authority. RNY Blended refers to the rate for a RNY
participant who has elected to purchase from the Authority its total RNY allocation, which is comprised of 50
percent Authority hydropower and 50 percent market power procured by the Authority.

“The base rate components included in the RNY Hydro Only rate are the production rate under the
Authority’s Preservation Power program plus charges for applicable NYISO Charges as set forth in Exhibit ‘5-A’
(which includes, but is not limited to, charges for ancillary services, marginal losses and congestion, NYPA
Transmission Adjustment Charge (‘NTAC’) and other reliability-related charges or any other charge or assessment
imposed by the NYISO upon load-serving entities), costs for the locational capacity as required by the NYISO for
zones J and K, and the costs for distribution losses to the extent the local utility has made adjustments to the
deliveries to account for this function. The NYISO charges included in the RNY Hydro Only rate will reflect the
NYISO costs the Authority incurs as the load-serving entity for sale of RNY hydropower.

“The base rate components included in the RNY Blended rate are the same RNY Hydro Only components
listed above, plus the Market Energy, Capacity Obligation and an adder to manage risk for bad debt. Of course, the
NYISO Charges and the Capacity Obligation components would be increased to reflect the additional load
represented by the Authority’s role as the load-serving entity for both the market and hydropower portion of the
RNY allocation. See Exhibit ‘5-A.’

“In addition to the base production charges, RNY Power Program participants will be responsible for
reimbursing the Authority for any taxes and any costs for substitute energy incurred by the Authority on behalf of a
Program participant in the event hydropower needs to be reduced due to projected shortfalls or actual curtailments,
and for any other future charges or costs imposed by third-parties and incurred by the Authority that are currently
not known.

B. Indicative Base Rates

“Exhibit ‘5-B’ contains monthly indicative base rates for the period July 2012 through June 2013 for
demand and energy paid by RNY customer to the Authority, as developed by Authority staff following the above-
described methodology. Pricing assumptions used for the market rate components are those based on the most
current prices projected in the Authority’s Operating Forecast for July 2012 through June 2013. If the actual costs
shall vary from those estimated in the base rate components, they will be reconciled through a monthly billing
mechanism designed to recover actual costs incurred.

C. Revision of Indicative Base Rates

“Because the proposed indicative base rates were developed using the market and capacity price estimates
as contained in the current Operating Forecast, the Trustees are requested to permit staff to update the base rates to
incorporate the most current economic data available immediately prior to the start of the RNY Power Program in
July 2012.

“Consistent with the Authority’s other economic development power programs involving the sale of
hydropower, staff intends for the RNY Power Program to be subject to ongoing annual rate adjustments for the
hydro and market rate components. Revised RNY Hydro Only and Blended rates would take effect starting in the
July billing period each year.
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FISCAL INFORMATION

“The proposed rate methodology results in increased hydro revenues for the Authority and establishes full
cost recovery and revenue neutrality to the Authority for providing Recharge New York market power.

RECOMMENDATION

“The Director – Market Analysis and Administration recommends that the Trustees approve the proposed
rate methodology and indicative rates for providing Recharge New York Power to the Recharge New York Power
Program participants, for inclusion in the Authority’s service tariff for RNY Power Program sales at the appropriate
time.

“It is also recommended that the Senior Vice President – Marketing and Economic Development, or his
designee, be authorized to update the proposed indicative Recharge New York rates before the commencement of
sales under the Recharge New York Power Program in July 2012 and each July thereafter.

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

Mr. Mike Lupo provided highlights of staff’s recommendation to the Trustees. In response to a question

from Trustee Nicandri, Mr. Lupo said that the cost recovery methodology, which has been evaluated by the Chief

Financial officer and senior staff, will result in full recovery of all Authority costs, including all NYISO costs. In

response to further question from Trustee Nicandri, Mr. Lupo said that the proposed rate adjustment is subject

annual adjustments.

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

RESOLVED, That the Authority has developed a rate
methodology for the Recharge New York Power Program; and be it
further

RESOLVED, That the Authority has developed indicative
Recharge New York Power Program rates; and be it further

RESOLVED, That the Senior Vice President – Marketing and
Economic Development, or his designee, be, and hereby is, authorized to
update the indicative rates before the commencement of sales under the
Recharge New York Power Program in July 2012 and each July
thereafter; and be it further

RESOLVED, That the Senior Vice President – Marketing and
Economic Development, or his designee, be, and hereby is, authorized to
include such methodology and indicative rates in the service tariffs
currently under development by the Authority for Recharge New York
Power Program sales; and be it further
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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
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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6. New York Power New York Power Authority Other
Post-Employment Benefits Trust Fund: Funding Plan,
Amendments to the Investment Policy Statement and
Selection of New Investment Managers

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

SUMMARY

“The Trustees are requested to approve an on-going funding plan for the New York Power Authority Other
Post-Employment Benefits Trust; approve the award of two multiyear procurement contracts relating to professional
investment management services for such Trust and approve amendments to the Trust’s Investment Policy
Statement.

BACKGROUND

“Certain Governmental Accounting Standards Board (‘GASB’) standards† issued in 2004 require
governmental employers to account for other post-employment benefit (‘OPEB’) liabilities on an ‘accrual’ basis
(i.e., as the benefits are earned during the working career of the employee) rather than on a ‘pay-as-you-go’ basis,
where costs are recorded as the benefits are paid during the employee’s retirement years. OPEBs may include
medical, prescription drug, dental, vision, life and other long-term care benefits for retirees and eligible
beneficiaries. Similar GASB standards for pensions have existed since 1994. The Authority began reporting its
OPEB obligations in this manner in 2002.

“The GASB rules do not mandate the funding of OPEB obligations, only a recognition of the accrued
OPEB liability on the employer’s financial statements. If left unfunded, however, the amount of the unfunded
liability could significantly impact the employer’s overall financial condition and its credit rating with an attendant
impact on the cost of debt financing.

“After an assessment by staff, it was determined that the establishment of a separately managed trust fund
would be beneficial and at their July 31, 2007 meeting, the Trustees (1) approved the creation of the New York
Power Authority Other Post-Employment Benefits Trust (the ‘Trust’); (2) adopted the Trust Investment Policy
Statement; (3) appointed a Trustee Custodian and (4) approved an initial $225 million funding plan.

“The exclusive purpose of the Trust is to accumulate, hold and invest funds for the payment of Benefits to
Plan Beneficiaries and the payment of related administrative costs of the Plan and of the Trust, as provided in the
Trust Agreement. The principal of the Trust, together with any earnings thereon, are held separate and apart from
funds of the Authority. The participants as of the date of the last actuarial valuation (January 1, 2010) included
1,564 active employees, 1,192 retirees and 827 spouses for a total population of 3,583.

“The Trust Investment Policy Statement outlines and discusses the Trust’s investment objectives and
includes a strategy for diversification among several asset types and classes so as to be aligned with the Authority’s
overall return objectives and risk tolerances. The following table summarizes these various categories, their
percentage targets and the market value as of August 31, 2011 for each principal class of investment:

† These standards include Statement No. 43 – Financial Reporting for Post-employment Benefit Plans Other Than
Pension Plans and Statement No.45 – Accounting and Financial Reporting by Employers for Post-employment
Benefits Other than Pensions.
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Asset Type
Target

Allocation
Percentage

Target
Allocation

Range

Current
Allocation
Percentage

Market Value
Aug 31, 2011
($ millions)

Equities 61% 58% $139.2
Domestic Equity 42% 37% - 47% 40% $ 94.8
International Equity 19% 14% - 24% 18% $ 44.4

Other Equity 6% 7% $ 16.4
Real Estate 6% 1% - 11% 7% $ 16.4

Fixed Income 33% 35% $ 83.8
Domestic Fixed Income 30% 25% - 35% 31% $ 75.0
Cash Equivalent 3% 0% - 10% 4% $ 8.8

Total $ 239.4

“The establishment of the Trust, in addition to securing the Authority’s ability to meet its OPEB
obligations, reduces the net cost of the obligations by providing investment earnings to offset the anticipated growth
in benefit expenditures. Moreover, the establishment of the separate Investment Policy for the Trust allows
investment in longer-term and generally higher yielding investments than the Authority’s general funds. Based on
an assessment by the Authority’s actuary, the earnings rate on the Trust was estimated to produce more than $70
million in present value savings over a 30-year period.

“The initial funding level of $225 million represented only a partial funding of the then $325 million
obligation. At the time of the initial approval, staff indicated to the Trustees that it would take some time to monitor
the performance of the Trust and that staff will return to the Board at a later date with any recommended changes
and/or further recommendations for funding.

DISCUSSION

“Since the creation and funding of the Trust in late 2007/early 2008, the market’s performance has been
volatile. From December 2007 through to March 2009, the Dow Jones Industrial Average and the S&P 500, as
illustrated in the following chart, each dropped by more than 40%. From March 2009 through August 2011, the
markets rebounded to only about 83% - 88% of their December 2007 levels. The diversification strategy of the
OPEB Trust, in large part, mitigated this volatility. While declining by as much as 20% in value through March
2009 – about half the drop of the major market indices – the OPEB Trust’s market value has recovered to 106% of
its late 2007 level at August 31, 2011.
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“While monitoring the performance of the portfolio, the Authority did not deposit any additional funds into
the OPEB Trust, nor have funds been withdrawn from the Trust as the Authority continued to meet its benefit
obligations with cash from operations. The overall liability, reflecting a number of updated actuarial assumptions,
was determined to be $400 million as of January 1, 2010, the date of the latest study. The principal contributors to
the increase in the liability were the use of an updated mortality table and the fact that the Authority had not made
any additional deposits to the Fund. With the Trust Fund balance standing at $239 million, the obligation is about
60% funded.

“Staff, with the support of its financial advisor, PFM Advisors, conducted an evaluation of the funding
strategies, the Trust’s performance and the performance of the individual fund managers. Overall, staff is satisfied
that the principal objective for the establishment of the Trust Fund is being met, namely, that the Authority is
prudently planning for its future obligations to its employees while minimizing its costs. Based on this evaluation,
the following recommendations are presented:

(1) Resume Funding of the Trust

“The annual OPEB Expense is determined through a biennial actuarial study. The annual OPEB Expense
includes the annual accrual for current employees (often referred to as the ‘Normal Cost’), the amortization of the
initial unfunded liability (which represents the amortization of the annual accrual amounts for all years prior to the
adoption of the GASB rules) and any necessary adjustments to account for the cost impact of plan and/or
assumption changes, etc. The Authority is amortizing the initial prior service obligation over a twenty-year period.
The impacts of changes in assumptions and plan changes on costs are generally amortized over future periods. To
the extent the annual OPEB Expense is not funded, the lost earnings opportunity will cause the unfunded liability to
continually increase.

“It is recommended that the Authority resume funding the Trust through annual deposits in an amount
equal to the annual OPEB Expense net of the actual benefits paid for retirees. For 2011, the annual OPEB Expense
was determined to be $33.5 million. The expected level of benefits paid for retirees under the Plan in 2011 is
estimated to be $18.9 million. Therefore, for 2011, the difference between the annual OPEB Expense and the
amount paid for retirees, i.e., the net obligation of $14.6 million, would be deposited into the Trust. In addition, it is
recommended that the net obligation amounts for the two prior years in which staff was monitoring the Fund’s
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performance – totaling $25 million for the two years – also be deposited into the fund in order to bring this funding
plan current.

(2) Replacement of Investment Manager

“The Authority, in coordination with PFM Advisors, continuously monitors and evaluates individual fund
managers and their performance. Beginning in late 2010, Global Currents Investment Management (‘Global’),
which manages the Value portion of the International Equity portfolio, experienced significant organizational
changes including the departure of their global equity portfolio manager and two analysts providing financials and
consumers sector research. Staff has determined that these changes are significant and could negatively affect the
ability of Global to effectively manage the portfolio going forward. The Investment Committee at PFM Advisors
placed Global on probation status earlier this year and is now advising clients to move assets under management
with Global.

“On June 13, 2011, staff solicited proposals for professional investment management services for the
referenced investment class by notice to a number of firms providing such services and advertisement in the New
York State Contract Reporter. On or before July 12, 2011 the Authority received a total of twenty-one proposals.

“Staff, with the support of PFM Advisors, evaluated each proposal according to various criteria, including,
but not limited to, performance, performance consistency and volatility, correlation to market, risk metrics, schedule
of fees and supporting organizational capabilities. After conducting extensive review and analysis, the five firms
with the highest relative rankings were invited to give oral presentations. Based on the above criteria and oral
presentations, the following two firms were deemed to have the highest overall rankings to manage a portion of the
international assets in the OPEB Trust Fund: Lazard Asset Management LLC (‘Lazard’) and Thomas White
International Ltd. (‘Thomas White’).

“Lazard’s unique relative valuation approach, focus on financial productivity, long team history and
superior past down market capture compliment the investment style of Barings Asset Management (‘Barings’)
which manages the Growth portion of the OPEB Trust’s International Equity portfolio.

“Thomas White employs a quantitative process with a qualitative overlay. The firm has demonstrated a
consistent track record for the past two decades, superior risk adjusted returns over the trailing periods and a strong
investment team.

“Based on back-testing results from the combination of Barings, Lazard and Thomas White, an
improvement in overall historical portfolio risk and return is expected to be achieved. As such, staff is
recommending that Lazard and Thomas White be awarded five-year contracts subject, however, to early termination
at any time by the Authority on 60 days’ notice.

“Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement Contracts
require the Trustees’ approval for procurement contracts involving services to be rendered for a period in excess of
one year. The terms of the contracts considered herein are for more than one year and, therefore, Trustee approval is
required.

(3) Amendments to the Investment Policy Statement

“Staff is also recommending several amendments to the Investment Policy Statement (‘IPS’) for the New
York Power Authority Other Post-Employment Benefit Trust Fund. The IPS has not been amended since approved
by the Board on July 31, 2007. The amendments serve to further clarify diversification and credit quality
restrictions within the various permissible asset classes. A marked version of the IPS showing the recommended
changes is attached as Exhibit ‘6-A’ with any additions shown as underlined and any deletions shown as
strikethroughs. A final version of the amended IPS is attached as Exhibit ‘6-B.’
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FISCAL INFORMATION

“The implementation of the recommended funding plan is expected to reduce the future amortization of the
unfunded obligation by about $2 million annually and preclude future growth in the unfunded liability due to lost
earnings opportunities. The fees for the two recommended Investment Managers, which will be paid from OPEB
Trust assets, are expected to average approximately 88 basis points per annum (a basis point equals one one-
hundredth of one percent or 0.01%). The fees should equal about $240,000 for the first year, growing in conjunction
with the Fund’s growth. Over the course of the recommended five-year term of the investment manager contracts,
fees are estimated to total about $1.4 million assuming a normal growth rate in the Fund’s Assets.

RECOMMENDATION

“The Acting Executive Vice President and Chief Financial Officer recommends the Trustees (1) authorize
the on-going funding plan for the New York Power Authority Other Post-Employment Benefit Trust Fund, as
discussed above; (2) approve the award of multiyear services contracts to the two investment managers so named
and described above for the New York Power Authority Other Post-Employment Benefit Trust Fund and (3) adopt
the revised Investment Policy Statement reflecting the recommended changes noted above and shown on Exhibit
‘6-B.’

“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. Donald Russak presented highlights of staff’s recommendation to the Trustees. In response to a

question from Trustee O’Luck, Mr. Russak said staff is requesting approval for $43.9 million for the plan. In

response to a question from Vice Chairman Foster, Mr. Russak said there is no statutory requirement for this

action; however, staff thinks the plan, as presented to the Board for its approval, is a prudent approach to

funding the Authority’s future obligations. Responding to further question from Trustee O’Luck, Mr. Russak

said that, to the extent that the fund under or over performs, it can be adjusted as necessary.

In response to a question from Trustee Nicandri, Mr. Russak said that the selection of the two firms,

Lazard Asset Management LLC and Thomas White International Ltd., was done through an evaluation team

using various criteria, and, after extensive review and analysis, the evaluation team selected the highest rated

firms it considered appropriate to manage the fund. In response to a question from Trustee LeChase, Mr.

Russak said that each of the firms will be managing a portion of the $44 million.

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

RESOLVED, That the Trustees approve the adoption of the
recommended funding plan for the Power Authority of the State of
New York Other Post- Employment Benefits Trust, as recommended in
the foregoing report of the Acting President and Chief Executive
Officer; and be it further

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, the award and
funding of the multiyear investment management services contracts for
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the New York Power Authority Other Post- Employment Benefits
Trust are hereby approved and their execution by the Acting Executive
Vice President and Chief Financial Officer or his designee is approved,
subject to approval of the form thereof by the Acting General Counsel,
on behalf of the Authority, as recommended in the foregoing report of
the Acting President and Chief Executive Officer; and be it further

RESOLVED, That the Trustees approve the adoption of the
amended Investment Policy Statement For Power Authority of the
State of New York Other Post- Employment Benefits Trust, reflecting
the amendments as recommended 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 Executive
Vice President and Chief Financial Officer and all other officers of the
Authority are, and each of them hereby is, authorized on behalf of the
Authority to do any and all things and take any and all actions and
execute and deliver any and all agreements, certificates and other
documents to effectuate the foregoing resolution, subject to the
approval of the form thereof by the Acting General Counsel.
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7. Proposed Schedule of Trustees’ Meetings in 2012

The Corporate Secretary submitted the following report:

“The following schedule of meetings for the year 2012 is recommended:

Date Location Time

January 31, 2012 WPO 11:00 a.m.

February 28, 2012 WPO 11:00 a.m.

March 27, 2012 – Annual WPO 11:00 a.m.

April 24, 2012 ALB 11:00 a.m.

May 22, 2012 WPO 11:00 a.m.

June 26, 2012 STL 11:00 a.m.

July 31, 2012 NIA 11:00 a.m.

AUGUST NO MEETING SCHEDULED

September 25, 2012 WPO 11:00 a.m.

October 30, 2012 WPO 11:00 a.m.

November 27, 2012 WPO 11:00 a.m.

December 18, 2012 WPO 11:00 a.m.

RECOMMENDATION

“The Acting President and Chief Executive Officer and I support the proposed schedule for the Authority’s
Trustees’ Meetings for the year 2012, as set forth in the foregoing report.

“I recommend the approval of the proposed schedule by adoption of a resolution in the form of the attached
draft resolution.”

Ms. Karen Delince highlighted staff’s recommendations to the Trustees. Vice Chairman Foster

suggested a more comprehensive agenda with fewer meetings; Trustee Dyson suggested that the schedule be

approved as presented as it is easier to cancel than schedule the meetings.

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

RESOLVED, That the schedule of Trustees’ Meetings for the
year 2012, as set forth in the foregoing report of the Corporate
Secretary, be, and hereby is, approved.
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8. Employee Recognition – B-G Storm Event

Chairman Townsend made the following remarks recognizing the efforts made by certain

employees during the crisis as a result of Hurricane Irene and Tropical Storm Lee.

The next item on our agenda gives me great satisfaction and is something
we’ve been looking forward to. As we all know, the Power Authority was severely
tested in August in responding to the unprecedented high water levels from Tropical
Storm Irene at our Blenheim-Gilboa and Vischer Ferry hydro facilities along the
Schoharie Creek and Mohawk River.

Never before in the Authority’s history have we faced such surging waters
and dangerous conditions, leading to the activation of our emergency action plans at
the two facilities on August 28th and 29th. Thankfully, the quick and decisive actions
by our B-G staff and others at NYPA led to the stabilizing of conditions, as the waters
receded, in what’s been referred to as a 500-year flood.

There were a number of employees who contributed mightily to our success,
including six individuals, here today, whose heroism and exemplary leadership is
representative of the finest qualities of NYPA’s workforce. We’re proud of what you
did and delighted you could make it to this recognition ceremony.

I now want to turn to Lynn Hait, NYPA’s Regional Manager for Central New
York, who was part of the management operations team, under Gil Quiniones and Ed
Welz, which spearheaded the response to the storm. Lynn will talk further about the
singular contributions of the individuals we’re honoring today.

Mr. Lynn Hait, Regional Manager – Central New York, presented Certificates of Appreciation to the

following B-G employees: Messrs. Brian Saez, Operations/MRM Superintendent; David Weiman, Senior Civil

Engineer; Chris Brown, Mechanical Maintenance Supervisor; Steven Alberti, Operations Shift Supervisor; Ty

Hinkley, Operations Shift Supervisor; and White Plains Office employee, Mr. Robert Knowlton, Director

Civil/Structural Engineering. He outlined the critical effects of Tropical Storms Irene and Lee to the Authority’s

Blenheim-Gilboa and Vischer Ferry Plants and the efforts, above and beyond the call of duty, of each of the

employees to alleviate the damage to these facilities and downstream properties. Chairman Townsend added that

the Trustees appreciated their efforts.
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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 Tuesday, November 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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OCT MINS.11

Closing

On motion made and seconded, the meeting was adjourned by the Chairman at approximately 2:32 p.m.

Karen Delince
Corporate Secretary
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Exhibit “2b-A”

OVERVIEW OF REQUEST
The New York Power Authority (“NYPA” or “Authority”) is hereby issuing a request for bids for
the purchase of Environmental Attributes (also known as Renewable Energy Attributes or
RECs) (hereinafter, “Attributes”) for itself and/or resale to its customers. The Authority is
requesting bids for the products, quantities, and terms shown on Attachment A hereto. All
purchases will be in the Authority’s name.

BIDS ARE TO BE SUBMITTED VIA EMAIL TO CHRISTOPHER.FRY@NYPA.GOV BY
CLOSE OF BUSINESS XX/XX/2011.

GOAL OF RENEWABLE PURCHASES

Purchases may be made up to the amounts shown on Attachment A, for specific purposes as

described below. Please note that Renewable Energy Attributes may be both Green-e Energy

eligible and EO111 compliant. Please indicate eligibility (e.g. Green-e Energy, EO111, or both)

of all products bid.

1. Green-e Energy eligible Attributes:

Attributes will be purchased for voluntary purposes and must be eligible for Green-e Energy

certification. Green-e Energy is an independent program of the non-profit Center for Resource

Solutions that verifies and certifies renewable energy products. In order to be certified as Green-

e Energy, a renewable energy product must undergo a thorough annual verification procedure,

which ensures that it is properly accounted for, originates from a facility that meets the

requirements of the Green-e Energy National Standard, and has not been double-counted.

Potential providers are referred to the Green-e website (www.green-e.org ) for full information

and guidance on what products and energy sources are Green-e Energy eligible.

2. Compliance with New York State Executive Order 111:

Attributes will be purchased for compliance with New York State Executive Order 111 dated
June 10, 2001 (hereinafter, “EO 111”). Potential suppliers are referred to the Guidelines for
Executive Order III, Section 5, Requirements for the Purchase of Renewable Power, for a
description of the products sought under this solicitation. Please see the link to the Guidelines to
the Executive Order, shown below.
(http://www.nyserda.org/programs/State_Government/exorder111guidelines.pdf.)

EO 111 Eligible Resource Types
For compliance with EO 111, eligible resource types are defined as those facilities generating
energy from the following technologies:

 Wind
 Solar thermal
 Photovoltaics

mailto:CHRISTOPHER.FRY@NYPA.GOV
http://www.green-e.org/
http://www.nyserda.org/programs/State_Government/exorder111guidelines.pdf


 Sustainable managed biomass, which for these purposes shall include all wood
resources, with the exception of contaminated waste wood, and shall exclude utility-
scale facilities that co-fire with coal

 Tidal
 Geothermal
 Methane waste (from landfills or anaerobic digesters)
 Fuel cells

Hydro production will not be considered for EO 111 compliance purchases.

For purposes of this procurement, supplier is responsible for providing warranty that

Attributes bid meet Green-e Energy and/or EO111 eligibility requirements.

REQUIREMENTS FOR ALL PURCHASES

New York State Environmental Disclosure Program

The successful bidder(s) must satisfy the requirements of the Environmental Disclosure
Program Rules and Procedures for Conversion Transactions, or any successor rules,
established by the New York State Public Service Commission (“NYS PSC”). A Conversion
Transaction occurs when an entity that sold energy into the New York Independent System
Operator (“NYISO”) Spot Market and an entity that purchased a like amount of energy out of the
NYISO Spot Market during the same settlement period jointly identify for the Administrator of the
Environmental Disclosure Program such packet of energy such that it can be disaggregated, for
environmental disclosure purposes, from the residual pool of Spot Market energy. Conversion
Transaction procedures are described in more detail on the Department of Public Service
website at: www.dps.state.ny.us/EnvDisclosureLabel.html.

In accordance with this requirement, the Attributes must be associated with electrical energy
delivered into the New York Independent System Operator (NYISO) spot market directly from a
supplier and/or marketer.

Potential suppliers may also be asked to furnish proof of prior or current contracts for the
commodity stated herein to demonstrate their ability to satisfactorily operate in the renewable
energy market in New York State.

FOLLOWING SUPPLIER SELECTION AND CONTRACT AWARD:

Verification of Rights to Attributes
Throughout the contract term, NYPA will require certification/ verification of delivery of all rights
to the Attributes purchased by NYPA as follows:

 Each invoice submitted by the successful bidder requesting payment must be
accompanied by an appropriate Certification, which will identify the number and vintage
of all Attributes for which payment is requested, bear an appropriate certification as to
the eligibility of such Attributes and transfer all rights and assignments to NYPA.

 In the event the NYS PSC, solely or in conjunction with others, creates, sanctions,
adopts or begins participation in a Generation Tracking System in the New York Control
Area (“NYCA”) during the term of the agreement contemplated in this bid solicitation,

http://www.dps.state.ny.us/EnvDisclosureLabel.html


each Attribute associated with fulfillment of the selected bidder’s requirements must be
transferred to an account designated by NYPA.

 Facilities providing products that are not located in the NYCA, but are located in a
control area with a compatible generation tracking system at the time of submittal of the
Bid Proposal, must deliver RECs associated with the Attributes to an account designated
by NYPA. For example, the NEPOOL Generation Information System and the PJM
Generation Attribute Tracking System are deemed compatible systems by the
administrator of the NYS Environmental Disclosure Program.

 For facilities outside the NYCA, the NYS PSC may require verification of delivery of the
electricity associated with the Attributes into the NYISO Spot Market.

No Double Counting
In no event shall the Attributes of the generation associated with NYPA’s contract(s) under this
solicitation be assigned or sold by the seller in another transaction. Any assignment or
application by the seller of the Attributes associated with a contract with NYPA under this
solicitation to any other entity, program or jurisdiction, whether associated with a publicly
administered program or a voluntary transaction, is strictly prohibited.

SUBMISSION OF BID PROPOSALS

BIDS ARE TO BE SUBMITTED VIA EMAIL TO CHRISTOPHER.FRY@NYPA.GOV BY
CLOSE OF BUSINESS XX/XX/2011.

 Bidders should use the form of Attachment B included herein, or provide substantially
similar information.

 Bidders may provide quotations for any or all of the products and quantities.
 Bidders shall provide quotations for each of the terms requested for any products bid.
 Bidders may provide multiple options for the products and quantities requested.

Bidder shall provide, along with pricing for Attributes, location and name of associated
facility(ies) and a full description of the eligible resource type for Attributes bid. Bidder shall
specify the eligibility of products bid for the various purposes requested (Green-e and/or
EO111). Bidder shall indicate the expiration date of the bid submitted, which must be no earlier
than 60 days after the date of submittal. In addition, Bidder shall provide a brief description of its
business organization, history, and financial condition.

Required Contract Agreement
Selected supplier(s) shall be required to execute a contract substantially similar to the contract
set forth in Attachment C hereto. No material changes to this contract will be accepted.

Evaluation process and Criteria
Proposals must be complete, in conformance with the specifications and other requirements of
this solicitation, and must include all documentation, evidence or verification requested.
Submittals will be evaluated primarily according to price, with consideration given to the
creditworthiness of the bidder. Preference may be given to products generated in New York
State.

mailto:CHRISTOPHER.FRY@NYPA.GOV


Basis for Disqualification
A bidder may be disqualified and the bid not considered for reasons including, but not limited to,
the following:

 receipt of the bid after the deadline for submission;
 failure to meet all eligibility requirements;
 incomplete bid;
 willful misrepresentations in the bid;
 illegal or undue attempts to influence the bid review process;
 a determination by NYPA, in its discretion, that some or all bids should be rejected.

The Authority reserves the right, in its sole discretion, to withdraw or modify this solicitation at
any time, to reject any or all bids for any reason, or no reason, and to enter into further
discussions or interviews with any one or more Bidders. Awards may be made to more than one
Bidder.

COMMUNICATION DURING THE SOLICITATION PROCESS

NYPA’s contact for this solicitation is:

Christopher Fry, Power Resource Planning and Acquisition
Telephone: 914-287-3435
Email: christopher.fry@nypa.gov

mailto:christopher.fry@nypa.gov


Attachment A - Summary of Request for Environmental Attributes (MWh), November 2011

Purpose\Year 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total Terms Requested

EO111 910 1,661 1,823 946 975 992 1,010 1,029 1,050 1,061 11,457 2011, 2011-2020

Green-e 0 1,093 1,093 0 0 0 0 0 0 0 2,186 2012, 2012-2013

EO111 & Green-e 0 2,000 2,000 2,000 2,000 0 0 0 0 0 8,000 2012, 2012-2015



Attachment B - To be completed by Bidder

Bid Quantity, Term, and Price

Quantity
(MWh)

Renewable Energy
Source

Facility Name
and Location

Term Price ($/MWh)

Specified Attributes
(e.g., Green-E Energy
Eligible and/or EO111

Compliant)



The New York Power Authority has streamlined the process through which NYPA customers can procure 

green power products to meet their policy and environmental objectives or compliance requirements.  

The Benefits
The benefits of purchasing green power products through NYPA are numerous.

By aggregating customer requests, NYPA can negotiate: 

	 • Lower prices, when compared to fulfilling requests on an individual basis; and

	 • Longer-term (multi-year) deals, as opposed to the short terms offered in the market.

In addition, NYPA takes care of issuing RFPs and evaluating proposals on our customers’ behalf. This allows  

customers to take advantage of NYPA’s green power expertise while minimizing the cost and effort of procuring 

green power products.

Our Process
There are two enrollment deadlines annually for the procurement of green power products: 

	    March 31 and September 30

Customers interested in purchasing green power products should complete the attached Customer Request Form 

and submit it to NYPA by the next upcoming enrollment deadline. This form may also be accessed through the 

NYPA customer Web site at http://www.nypa.gov/extranet/login.aspx. 

NYPA’s green power product procurement process typically is as follows:

Should you have any questions about this offering, please contact your NYPA account executive.

Green Power Product Offering

Customer Completes 
Request Form

March 31st

September 30th

NYPA Aggregates  
Customer Requests

April

October

NYPA Issues RFPs  
for Each Group  

of Requests

May

November

NYPA Evaluates  
Proposals and Makes 
Recommendations  

to Customers

July - August

January - February

NYPA Executes  
Agreements  

with Interested 
Customers

September

March

NYPA Executes  
Contracts with 

Selected Vendors

October

April

Pe
rio

d

#1

#2



What is green power? 

Green power, also known as renewable energy, is generated from renewable energy technologies. Renewable energy  

is energy that is capable of being continuously replenished by natural or other means. Renewable energy technologies 

include solar photovoltaic, solar thermal, wind, geothermal, biomass, landfill gas and tidal generation technologies, 

among others.

How is green power different from traditional power? 
In addition to the actual energy (in MWh), green power includes the environmental benefits associated with renewable  

energy generation. These environmental benefits are known as Environmental Attributes. Environmental Attributes  

include any emissions of pollutants avoided by the generation of renewable energy, such as carbon dioxide (CO
2
), 

methane (CH
4
) or any other greenhouse gases (GHGs). Environmental Attributes and electric energy may be 

purchased separately or combined.

Why is green power more expensive than traditional power?
Green power is more expensive than traditional power because it includes not only the energy itself but also the  

Environmental Attributes associated with the renewable energy generation. Environmental Attributes have financial 

value due to the existing market demand for them. Demand for Environmental Attributes stems from a variety of 

sources, including legislation mandating entities to purchase renewable energy, programs (such as LEED) requiring 

participants to purchase renewable energy, and voluntary purchases of renewable energy by environmentally  

conscious consumers and organizations. 

What are Environmental Attributes, Renewable Energy Credits, and Certificates? 
Environmental Attributes are the environmental benefits associated with renewable energy generation. Each megawatt  

hour (“MWh”) of energy supplied from renewable resources displaces an equivalent amount of energy production from 

conventional fossil-fuel generators. An Environmental Attribute represents the environmental benefit of this displacement.  

A Renewable Energy Credit (“REC”) represents the title to and claim for the Environmental Attributes associated with 

one (1) MWh of energy generation from a renewable resource. Renewable Energy Certificates (“Certificates”) are  

Renewable Energy Credits that have been formally certified by an independent third party, such as Green-e® Energy. 

The green power products sold by NYPA include both Green-e Energy-certified RECs and RECs verified through the 

New York State Public Service Commission’s (“NYS PSC’s”) Conversion Transaction process.

How much do green power products cost?
The cost of green power products fluctuates with market demand, and varies depending on the type of renewable  

technology involved and the location of the generating facility. Environmental Attributes procured by NYPA have  

typically ranged in cost from 0.5 cents/kWh to 3.5 cents/kWh. 

NYPA’s Green Power Products 
Frequently Asked Questions 

FAQs   
–1–



What is the NYS PSC’s Conversion Transaction process?
A Conversion Transaction occurs when a generating facility that sold energy into the New York electricity market  

and a load-serving entity that purchased a like amount of energy out of the New York electricity market during the same 

calendar year settlement period jointly identify such energy for the NYS PSC. The purchaser of the energy for which a 

Conversion Transaction is accomplished thereby receives the Environmental Attributes associated with such energy. 

For more information about the Conversion Transaction process, please visit www.dps.state.ny.us/EnvDisclosureLabel.html  

What is Green-e Energy, and what does Green-e Energy certification involve?
Green-e Energy is an independent program of the non-profit Center for Resource Solutions that verifies and certifies  

renewable energy products. In order to be certified as Green-e Energy, a renewable energy product must undergo a  

thorough annual verification procedure, which ensures that it is properly accounted for, originates from a facility  

that meets the requirements of the Green-e Energy National Standard, and has not been double-counted. 

For more information about Green-e Energy, please visit www.green-e.org 

What is the US Green Building Council’s Leadership in Energy and Environmental Design Program?
Leadership in Energy and Environmental Design (“LEED”) was developed by the U.S. Green Building Council (“USGBC”)  

to serve as a national benchmark in the design, construction and operation of environmentally friendly buildings.  

LEED provides a framework for new and existing structures wishing to achieve one of four levels of certification: Certified, 

Silver, Gold or Platinum. Buildings achieve these ascending levels of certification by fulfilling various requirements,  

including purchasing minimum percentages of energy from renewable resources. Traditional energy may be combined 

with Environmental Attributes, RECs or Certificates to constitute renewable energy. For compliance with LEED  

certification standards, the green power products purchased must be Green-e Energy-certified or equivalent. 

For more information about LEED, please visit www.usgbc.org 

What is NYS Executive Order 111 (“EO111”)?
NYS Executive Order 111 requires “all agencies and departments over which the governor has executive authority,  

and all public benefit corporations and public authorities the heads of which are appointed by the governor”  

to purchase at least 20 percent of the overall annual electric energy requirements of buildings owned, leased and  

operated “from the following technologies: wind, solar thermal, photovoltaic, sustainably managed biomass, tidal,  

geothermal, methane waste and fuel cells.” 

For more information about EO111, please visit www.nyserda.org/programs/State_Government/exorder111guidelines.pdf

FAQs   
–2–
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Acting President & CEO Report Overview

 Corporate Performance Measures

 Key Issues

 ReCharge NY Implementation

 Proposed Hydro Rate Increase

 Advanced Energy Research & Technology Center
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Corporate Performance Measures

NYPA OVERALL PERFORMANCE
SEPTEMBER 2011

CORPORATE MEASURE OWNER
YTD

TARGET
YTD

ACTUAL
STATUS

Jul Aug Sep

POWER SUPPLY OPTIMIZATION

Generation Market Readiness (%) ED WELZ 99.4 99.9

Transmission System Reliability* (%)
* Reflects monthly performance

STEVE

DECARLO
98.90 99.35

Installed MWs to Meet Demand (MWs)
JOHN

SULOWAY
New Annual Measure

FINANCIAL STRENGTH

O&M Budget Performance ($ Millions ) BOB HOPKINS 228.1 224.5

ENTERPRISE RISK AND COMPLIANCE

Enterprise Risk (% Milestones achieved)
SCOTT

SCHOLTEN
50 65

Compliance Reporting (%) JOE GRYZLO 75 50

Compliance Training ( J G 75 50

2
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Compliance Training (%) JOE GRYZLO 75 50

Environmental Incidents (Units)
JOHN

KAHABKA
21 29

ECONOMIC DEVELOPMENT

Jobs Created/Retained (# Jobs)
JIM

PASQUALE
1556 2020

ENERGY EFFICIENCY

Energy Efficiency (MWHs)
PAUL

BELNICK
55,500 57,100

RENEWABLES

Renewable Energy (MWHs) BILL NADEAU 129,300 144,610

WORKFORCE RENEWAL

Succession Preparedness (% Milestones)
BUSINESS

UNITS
80 60

SAFETY

Recordable Incidence Rate** (Index)
**Results based on 12 month rolling average

JOHN

KAHABKA
1.00 1.36

SUSTAINABILITY

Sustainability Profile (Milestones met) JEN BECKER 7 8

LEGEND: Meeting Target

Needs Monitoring

Missing Target

Strategic Initiative Deliverables: YTD due: 67 YTD completed: 49



Key Issues

 ReCharge NY

 Informational meetings concluded

in September

 Remarks at 2011 Annual Meeting

of Multiple Intervenors on October 6

 Proposed Hydro Rate Increase
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 Proposed Hydro Rate Increase

 Public comment period closes

on October 24

 Advanced Energy Research &

Technology Center

 Remarks at Advanced Energy 2011

Conference in Buffalo, October 12

NYPA’s Michael Huvane and Eric Bowers hold a ReCharge NY
Informational Meeting at the Niagara Power Project

NYPA’s exhibit at the Advanced Energy 2011 Conference
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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:  OCTOBER 25, 2011 

SUBJECT: MONTHLY REPORT FOR THE BOARD OF TRUSTEES 

****************************************************************************** 
 
 This report covers performance of the Operations group in September.  NYPA’s 
generating assets outperformed projections and transmission reliability was also high for the 
month.  In September, NYPA’s Research & Technology Development was realigned to report 
directly to the Chief Operating Officer. 
 
 
Power Supply 
 

Plant Performance 

 
Systemwide net generation1 was 2,407,462 megawatt-hours2 (MWh) in September, 

compared to projected net generation of 2,086,347 MWh.  Year-to-date net generation is 
20,614,663 MWh, compared to the target of 19,004,554 MWh.  

 
The fleet availability factor3 was 99.6 percent in September and is 97.0 percent for the 

year.  Generation market readiness factor4 was 100.0 percent in September, compared with the 
monthly target of 99.4 percent.  Year-to-date generation market readiness factor is 99.9 percent. 

 
There were no significant unplanned generation events5 in September.   
 
Generation revenue in September was $184.5 million, with $0.05 million revenue lost 

from unscheduled outages.  Year-to-date lost opportunity cost is $1.96 million, about 0.13 
percent of year-to-date generation revenue of $1,560.0 million. 

 
River flows at the Niagara Power Project were greater than forecast in September, and 

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

 
Transmission Performance 

 
 Transmission reliability6 in September was 99.35 percent, which was above the target of 
98.90 percent.  Year-to-date transmission reliability is 98.33 percent, below the target of 98.71 
percent.   
 
 There were no significant unplanned transmission events7 in September.   
 

Environmental 
 

There was one reportable event in September.  At the 500-MW Combined Cycle Plant, a 
release of an unknown quantity of R-22 refrigerant8 resulted from a failed fitting on the oil 
injection line of chiller No. 1, exceeding the NYS Department of Environmental Conservation 
(NYSDEC) Reportable Quantity limit (1 pound).   

 
In addition, an adjustment has been made for two previously non-reported events in 

August.  They include a release of 4 lbs. of R-22 refrigerant associated with a leaking valve on 
an air conditioning unit at the Niagara Power Project, and a release of approximately 17 lbs. of 
R-22 from the switchyard air conditioning unit at the Blenheim-Gilboa Pumped Storage Power 
Project. 

 
 Year-to-date number of recordable environmental incidents is 29; the 2011 target is 25.       
 

Relicensing – Niagara Power Project 

 
Work on the Beaver Island Habitat Improvement Project was completed in September.  A 

construction contract was awarded to Ciminelli Construction to perform work associated with the 
Recreation Enhancement project at the Schoellkopf and Whirlpool Overlooks.  Ciminelli held a 
kick off meeting to begin the project.     

 

Relicensing – St. Lawrence-FDR Power Project 
 
Permits were obtained from the Army Corp of Engineers for the Little Sucker Brook 

Habitat Improvement Project.  At Coles Creek, permits were obtained and invasive species 
control work was performed.  A contract was awarded to Perras Construction to construct two 
new fishing piers in Waddington that will be compliant with the Americans with Disabilities Act. 

 

Technical Compliance – NERC Reliability Standards 
 

In September, NYPA provided the Northeast Power Coordinating Council (NPCC)9 with 
minor comments on the final report of the Federal Energy Regulatory Commission10 (FERC) 
Order 706 audit for Critical Infrastructure Protection11 (CIP) standards at the Clark Energy 
Control Center and Niagara Power Project.  The final reports of the FERC Order 706 and FERC 
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Order 693 audit (non-CIP standards) of NYPA are expected to be completed and filed with the 
North American Electric Reliability Corporation12 (NERC) in October.  As stated in the 
September COO Report, there were no findings of potential violations from either audit – a 
significant accomplishment.   

 
Pursuant to FERC Order 743, NERC established a Standard Drafting Team to develop a 

new Bulk Electric System (BES) definition and a Rules of Procedure Team to develop rules of 
procedure for an exception process.  NYPA’s internal team of subject matter experts continues to 
monitor the work of both of these teams.  In August, the second draft of the new BES Definition 
and Implementation Plan was posted for a 45-day ballot pool and comment period and a 10-day 
ballot period.  The Rules of Procedure, which addresses the process for requesting BES 
exceptions, was posted for stakeholder comment and ballot in September.  NYPA has prepared 
comments on the BES definition and will submit these comments with its vote on or before the 
ballot deadline of October 10.   

 
Representatives from the New York Independent System Operator13 (NYISO) and the 

New York Transmission Owners continue to work together to plan for obligations that could 
result from the revised BES definition.  Preliminary estimates of possible cost and resource 
implications to meet the obligations of the Reliability Coordinator and Transmission Operator 
functions, using three evaluated options of registration models, were completed following a high 
level review of the requirements within the current applicable NERC Standards.  The team is 
also assessing the impacts of the Transmission Planning functions of the standards.  The general 
consensus is that compliance may require significant increases in resources to manage the long-
term operational and compliance requirements.  However, the analysis remains insufficient to 
inform a recommendation.  The team agreed to review the requirements in more detail and 
identify what additional steps are required to achieve a recommendation.  The team met at the 
NYISO on September 30 to further discuss required actions and next steps.     

 
Research & Technology Development  

 
In September, Research & Technology Development (R&TD) initiated a project related 

to the study of the hydrokinetics14 effects of installing micro hydro turbines downstream of a 
hydro plant to ascertain the impact on plant operation.  Also, NYPA started working with the 
Electric Power Research Institute15 (EPRI) and a number of other utilities on a project dealing 
with the impacts of turbine/generator cycling on components at the 500-MW Combined Cycle 
Plant.  R&TD, working with Asset Management, successfully completed the upgrades of the 
Sound Cable Project cathodic protection system16 that will ensure longevity of the underwater 
portion of this important NYPA asset. 

 
Energy Resource Management 
 

NYISO Markets 

 

In September, Energy Resource Management (ERM) bid more than 2.4 million MWh of 
NYPA generation into the NYISO markets, netting $53.7 million in power supplier payments to 
the Authority.  Year-to-date net power supplier payments are $430.2 million. 
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Fuel Planning & Operations 

 
In September, NYPA’s Fuels Group transacted $24.5 million in natural gas and oil 

purchases, compared with $14.2 million in September 2010.  Year-to-date natural gas and oil 
purchases are $207.4 million, compared with $169.1 million at this point in 2010.  The total 
year-to-date $38.3 million increase is mainly attributed to the start up of the Astoria Energy II 
Plant (+$30.8 million), increased fuel cost at the 500-MW Combined Cycle Plant (+$3.8 
million), and increased generation at the Small Clean Power Plants (+$6.3 million) and the 
Richard M. Flynn Power Plant (+$10.0 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). 

 
Regional Greenhouse Gas Initiative 

On September 7, Auction 13 of the Regional Greenhouse Gas Initiative17 was held. 
During the auction, Vintage 2011 allowances cleared at the auction price floor of $1.89/ton for 
the third straight quarterly auction this year.  NYPA bid into and was awarded 500,000 tons of 
Vintage 2011 allowances during the September auction.  The total amount of allowances secured 
through RGGI auctions year-to-date represents approximately 95% of NYPA’s current estimated 
allowance requirement for all plants in 2011.  Since the inception of this program, NYPA has 
spent $19.7 million on 8.2 million RGGI allowances, or $2.39/ton on average.  With one auction 
remaining in 2011, NYPA has spent $1.89/ton on average for Vintage 2011 allowances. 



 

-5- 
 

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 Transmission Reliability – A measurement of the impact of forced and scheduled outages on 
the statewide system’s ability to transmit power. 
 
7 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. 
 
8 R-22 Refrigerant – Common refrigerant used in residential and light commercial air 
conditioning, refrigerators, and freezers.  R-22 is being phased out of production in the U.S. 
because of concerns over its threat to ozone depletion. 
 
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). 



 

-6- 
 

                                                                                                                                                             
 
10 Federal Energy Regulatory Commission (FERC) – An independent agency that regulates 
the interstate transmission of electricity, natural gas, and oil.  FERC also reviews proposals to 
build liquefied natural gas (LNG) terminals and interstate natural gas pipelines as well as 
licensing hydropower projects. 
 
11 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.   
 
12 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.)   
 
13 New York Independent System Operator – A not-for-profit organization that operates New 
York State’s transmission system, administers the state’s wholesale electricity markets, and 
engages in planning to ensure the future reliability of the statewide power system. 
 
14 Hydrokinetics – The study and development of harnessing energy from water movement, as in 
through waves, tidal streams, natural flow of rivers and underwater ocean currents.  Hydrokinetic 
turbines operate on the principle of turning directional power into rotational power by using a 
certain amount of surface area to come into contact with the fluid’s movement over a period of 
time in order to harness as much power as possible. 
 
15 Electric Power Research Institute (EPRI) – An independent, nonprofit organization that 
conducts research and development relating to the generation, delivery and use of electricity for 
the benefit of the public.  EPRI brings together its scientists and engineers as well as experts 
from academia and industry to help address challenges in electricity, including reliability, 
efficiency, health, safety and the environment.  EPRI also provides technology, policy and 
economic analyses to drive long-range research and development planning, and supports 
research in emerging technologies. The Power Authority has long been active in EPRI and has 
collaborated with the organization on a number of major initiatives. 
 
16 Cathodic protection system – NYPA’s cathodic protection system for the Sound Cable 
Project consists of a series of sensors in Long Island Sound and control devices at nearby 
transition. 
 
17 Regional Greenhouse Gas Initiative (RGGI) – A cooperative effort by Connecticut, 
Delaware, Maine, Maryland, Massachusetts, New Hampshire, New York, Rhode Island, and 
Vermont.  These nine states have capped CO2 emissions from the power sector, and will require 
a 10 percent reduction in these emissions by 2018.  RGGI is composed of individual CO2 Budget 
Trading Programs in each of the nine participating states.  Regulated power plants can use a CO2 
allowance issued by any of the nine participating states to demonstrate compliance with the state 
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program governing their facility. Taken together, the nine individual state programs function as a 
single regional compliance market for carbon emissions, the first mandatory, market-based CO2 
emissions reduction program in the United States.  New Jersey was a tenth state within the RGGI 
program but New Jersey’s governor has announced that the state is being pulled out of the 
program. 
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 Regional Greenhouse Gas Initiative



Performance Measures

September 2011 YTD

POWER SUPPLY Actual Target Actual Target

Net Generation (MWh) 2,407,462 2,086,347 20,614,633 19,004,554

Market Readiness (%) 100.0 99.4 99.9 99.4

Generation Revenue ($MM) 184.5 N/A 1,560.0 N/A

Transmission Reliability (%) 99.35 98.90 98.33 98.71

Environmental Incidents 1 2 29 21
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Recordable Incidence Rate 0.8 1.0 1.36 1.0

ENERGY RESOURCE MANAGEMENT

Power Supplier Payments ($MM) 53.7 N/A 430.2 N/A

Fuel Purchases ($MM) 24.5 N/A 207.4 N/A

 Operations Performance Summary

 Systemwide Net Generation exceeded projections

 Transmission Reliability measure exceeded its target

 No significant generation or transmission events in September



Key Issues

 Forced Outages

 Unit 7B at the 500-MW Combined Cycle Plant tripped out of service on
Sept. 27, returned to service at full capacity on Oct. 10

 Planned Maintenance Outages

 Richard M. Flynn Power Plant (Oct. 1 to Nov. 23)

 Units at Gowanus and Hell Gate (Out to late December)
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 Units at Gowanus and Hell Gate (Out to late December)

 Astoria Energy II Plant (Oct. 1 – Oct. 22)



Key Issues

 Technical Compliance – NERC Reliability Standards

 NYPA provided comments on the final report of its FERC Order 706

audit (Critical Infrastructure Protection, or “CIP”). Final reports for this

audit and the FERC Order 693 audit (non-CIP) are expected in October

 NYPA submitted comments with its vote on the second draft of the new

Bulk Electric System definition in early October
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 Regional Greenhouse Gas Initiative

 On September 7, NYPA bid into and was awarded 500,000 tons of

Vintage 2011 CO2 allowances. Market prices cleared at $1.89/ton

 NYPA has secured allowances for 95% of its 2011 estimate requirement
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Acting CFO Report Overview
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 Net Income

 Operating Fund

 Operating & Maintenance Expenditures

 Capital Expenditures
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 Capital Expenditures



Key Issues

 Net Income
 Net income through September was $191 million, which was $55 million higher than budgeted due

primarily to higher generation and higher market based sales at Niagara and St. Lawrence. Year-
end net income is currently projected to be $223 million, $45 million above the 2011 budget.

 Series 2011A Refunding Bonds
 The Power Authority closed on the Series 2011 A Bonds as scheduled on October 6th securing

more than $19 million in present value savings in this refunding issue.

 Under review is the potential for additional refunding opportunities under the current Trustee
authorization of July 26, 2011.

2
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authorization of July 26, 2011.

 2011 Budget
 With the Board’s approval last month of the $9.6 million increase in expenditures supporting the

Authority’s plant and equipment, Staff has identified additional areas of savings and cost-cutting
totaling approximately $4 million to partially off-set this increase.

 2012 Operating Budget
 The 2012 Operating Budget is scheduled for Trustee consideration at the December meeting.

 Preliminary budget information will be available for review about a month before the meeting date
and individual briefings will be arranged.



Net Income
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Operating Fund

4
© 2008 All Rights Reserved



Debt Profile
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Operating & Maintenance Expenditures
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Capital Expenditures
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October 25, 2011
Exhibit “4-A”

POWER AUTHORITY

OF THE

STATE OF NEW YORK

30 South Pearl Street
10th Floor

Albany, New York 12207-3425

AGREEMENT FOR THE SALE OF
PRESERVATION POWER AND ENERGY

TO NEWTON FALLS FINE PAPER COMPANY, LLC

______________________________________________________________________



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 1 of Article 5 of the New York
Public Authorities Law, 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
Preservation Power and Energy (“Agreement”) to Newton Falls Fine Paper Company, LLC,
having facilities at 875 County Route 60, Newton Falls, NY 13666 (“Customer”). The Authority
and the Customer are from time to time referred to in this Agreement individually as a “Party” or
collectively as the “Parties” and agree as follows:

RECITALS

WHEREAS, the Authority is authorized to sell hydroelectric power produced by the St.
Lawrence-FDR Power Project known as Preservation Power (or “PP”), as further defined in this
Agreement, to qualified businesses in New York State in accordance with PAL § 1005(5) and
(13);

WHEREAS, PP consists of 490 megawatts (“MW”) of firm hydroelectric power and
associated energy produced by the St. Lawrence-FDR Power Project;

WHEREAS, St. Lawrence-FDR Power Project hydroelectric power plays an important
role in providing competitively priced power for sale to attract and retain business investment and
to promote economic development in New York State;

WHEREAS, the Authority has the authority under PAL § 1005(13)(a) to award and
extend allocations of PP 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, the Customer has applied for an allocation of PP for use at facilities located
at 875 County Route 60, Newton Falls, NY 13666 defined in Article I of this Agreement as the
“Facility”);

WHEREAS, on May 24, 2011, the Authority’s Board of Trustees (“Trustees”) approved a
5,000 kilowatt allocation of PP to the Customer for a three year term (defined in Article 1 of this
Agreement as the “Allocation”), as further described in this Agreement;

WHEREAS, the provision of Electric Service (defined in Article I of this Agreement)
associated with the Allocation is an unbundled service separate from the transmission and
delivery service necessary for the Customer to receive the Allocation which will be performed by
the Customer’s local utility company;

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

Article I. Definitions

A. Agreement means this Agreement as further described in the preamble, including all
documents and other matters attached to and incorporated into the Agreement.

B. Allocation refers to the total amount of PP and associated energy set forth in Schedule A to
this Agreement awarded to the Customer.

C. Contract Demand has the meaning set forth in the Service Tariff.

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

E. Facility means the Customer’s paper mill operations located at 875 County Route 60,
Newton Falls, NY 13666.

F. Firm Energy has the meaning set forth in the Service Tariff.

G. Firm Power has the meaning set forth in the Service Tariff.

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

I. FERC License means the license issued by FERC to the Authority for the continued
operation and maintenance of the St. Lawrence Project, pursuant to Section 15 of the
Federal Power Act, which became effective October 22, 2003 after expiration of the
Project’s original license issued in 1953.

J. Hydro Projects is a collective reference to the Authority’s Niagara Project and St.
Lawrence-FDR Project.

K. International Joint Commission (or IJC) refers to the entity with responsibility to prevent
and resolve disputes between the United States of America and Canada under the 1909
Boundary Waters Treaty and pursues the common good of both countries as an independent
and objective advisor to the two governments. The IJC rules upon applications for approval
of projects affecting boundary or transboundary waters and may regulate the operation of
these projects.
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L. Load Serving Entity (or LSE) means an entity designated by a retail electricity customer
to provide capacity, energy and ancillary services to serve such customer, in compliance
with NYISO Tariffs, rules, manuals and procedures.

M. NYISO means the New York Independent System Operator, Inc. or any successor
organization.

N. NYISO Charges has the meaning set forth in the Service Tariff.

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. PAL means the New York Public Authorities Law.

Q. Preservation Power (or PP) has the meaning set forth in the Service Tariff.

R. Niagara Project means the Authority’s Niagara Power Project, FERC Project No. 2216.

S. Rules refers to the Authority's Rules and Regulations for Power Service (Part 454 of
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 Authority.

T. Service Tariff means the Authority’s Service Tariff No. 10, as may be modified from time
to time by the Authority, which contains, among other things, the rate schedule establishing
rates and other commercial terms for sale of Electric Service to Customer under this
Agreement.

U. St. Lawrence Project means the Authority’s St. Lawrence-FDR Power Project, FERC
Project No. 2000.

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

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

X. Schedule C refers to Schedule C to this Agreement entitled “Applicable Representations
Concerning Local Utility” which is attached to and made part of this Agreement.

Y. Substitute Energy means energy that the Authority provides at the request of the Customer
to replace hydroelectric power that would otherwise have been supplied to the Customer
under this Agreement.

Z. Taxes have the meaning set forth in the Service Tariff.
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AA. Unforced Capacity (or UCAP) is the electric capacity required to be provided by Load
Serving Entities to serve electric load as defined by the NYISO Tariffs, rules, manuals and
procedures.

Article II. Electric Service

A. The Authority shall provide Electric Service to the Customer to enable the Customer to
receive the Allocation in accordance with this Agreement, the Service Tariff and the Rules.
The Customer shall not be entitled to receive Electric Service for any PP Allocation that is
not specified in Schedule A.

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 and the Allocation may be modified by the Authority if the amount
of Firm Power and Firm Energy available for sale as PP from the St. Lawrence 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 PP customers, as applicable, based on
the terms of such ruling, order, or decision. The Authority will use reasonable efforts to
provide at least thirty (30) days prior written notice to the Customer of any such
modification unless such notice is inconsistent with such ruling, order or decision.

D. The Contract Demand may not exceed the Allocation.

Article III. Rates, Terms and Conditions

A. The Authority will provide Electric Service to the Customer based on the rates, terms and
conditions established in accordance with this Agreement, the Service Tariff and the Rules.

B. The Service Tariff and the Rules may be amended from time to time by the Authority. The
Authority shall provide at least thirty (30) days prior written notice to the Customer of any
proposed change in the Service Tariff or the Rules. No subsequent amendment to the
Service Tariff or the Rules shall affect the determination of rates for PP to the Customer
during the term of the Agreement except insofar as otherwise authorized by this Agreement.
This provision shall not limit the Authority’s discretion to determine rates applicable to
allocations of power and energy awarded to the Customer beyond or in addition to the
Allocation.

C. Notwithstanding any provision of this Agreement to the contrary, the power and energy
rates shall be subject to increase by the Authority at any time upon 30 days prior written
notice to Customer if, after consideration by the Authority of its legal obligations, the
marketability of the output or use of the St. Lawrence 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
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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 rates
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 that are subject to
the Service Tariff 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.

Article IV. Billing Methodology

A. The billing methodology for the Allocation shall be determined on a “load factor sharing”
basis in a manner consistent with the local electric utility’s applicable tariffs.

B. The Authority shall render bills for power and energy by the tenth (10th) business day of
the month for charges due for the previous month. Such bills shall include the NYISO
Charges and Taxes (as such terms are defined in the Service Tariff) associated with the
Allocation. NYISO Charges and Taxes billed to the Customer are subject to adjustments
consistent with any subsequent NYISO re-billings to Authority.

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

Article V. Transmission and Delivery of Power and Energy

A. The Customer shall responsible for securing arrangements with its local utility for
transmission and delivery service associated with the Allocation unless otherwise agreed to
by the Parties.

B. The Customer will pay its local utility for transmission and delivery service associated with
the Allocation in accordance applicable contracts and all applicable tariffs, rulemakings, and
orders, in order to deliver to the Customer the 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.

C. Each Party makes the representations, if any, contained in Schedule C to this Agreement
concerning this Agreement and any agreement between the Authority, the Customer and the
Customer’s local utility company.
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D. 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 as may be required under the applicable local utility company tariffs. In no event
shall the Authority act as the LSE for the power and energy consumed by Customer other
than Electric Service (inclusive of Substitute Energy, if any) sold by the Authority under
this Agreement. The Customer understands and acknowledges that it will be responsible to
the Authority for all charges and other costs incurred by the Authority associated with the
provision of Electric Service to enable the Customer to receive the Allocation, including
charges and costs contained in the NYISO Tariffs or other applicable tariffs (including local
utility company tariffs), regardless of whether such charges and costs are transmission-
related. Such charges and costs are in addition to the charges for power and energy.

Article VI. Preservation Power Customer Commitments

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

Article VII. Rules and Service Tariff; Conflicts

The Service Tariff 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 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.

Article 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 Tariff as applicable.

B. The Authority shall provide reasonable notice to the Customer of any curtailments
referenced in Article VIII.A of this Agreement that could impact Customer’s Electric
Service under this Agreement.

C. Upon written request by the Customer, the Authority will provide Substitute Energy to the
Customer to replace the hydroelectricity that would otherwise have been supplied under this
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Agreement. The provision of Substitute Energy may be terminated by the Authority or the
Customer on fifteen (15) days’ prior written notice.

D. 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.

E. 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.

Article IX. Additional Allocations

A. Upon application by the Customer, the Authority may award additional allocations of PP to
the Customer at such rates and on such terms and conditions as set forth in the Service
Tariff. Once the Customer agrees to purchase Electric Service associated with such
additional allocations, the Authority will produce modified Schedules A and B which will
reflect any such additional allocations and other pertinent terms as appropriate. The
Authority will furnish the Customer with any such modified Schedules within thirty (30)
days of the commencement of Electric Service for any such additional allocation.

B. The Customer shall furnish such documentation and other information as the Authority
requests to enable the Authority to evaluate whether any additional allocations should be
made to the Customer and the terms of any additional allocation.

Article X. Notification

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

To: The Authority

Michael J. Huvane
Director, Marketing
New York Power Authority
123 Main Street
White Plains, New York 10601
Telephone: (914) 390-8117
Facsimile: (914) 390-8156
Electronic mail: michael.huvane@nypa.gov
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To: Customer

Mr. Gordon McLennan
Government Liaison & Project Manager
Newton Falls Fine Paper Company, LLC
875 County Route 60
Newton Falls, NY 13666
Telephone: _____
Facsimile: _______
Electronic mail: _____

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.

Article XI. Applicable Law
Any claim, suit, action or any other proceeding in law or equity arising under, or in any

way relating to 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 rulings by the IJC and without regard to conflicts of law provisions.

Article 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.

Article XIII. Successors and Assigns; Resale of PP

A. This Agreement shall be binding upon, shall inure to the benefit of, and may be performed
by, the legal successors and assigns of either Party hereto; provided, however, that no
assignment by either Party or any successor or assignee of such Party of its rights and
obligations hereunder shall be made or become effective without the prior written consent
of the other Party in each case obtained.

B. The Customer may not resell any PP that it has purchased from the Authority under this
Agreement.
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Article XIV. Previous Agreements and Communications

This Agreement shall constitute the sole and complete agreement of the Parties hereto with
respect to the sale of PP, and supersedes all previous communications between the Parties
hereto, either oral or written, with respect to the sale of PP. No modifications 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.

Article XV. 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.

Article XVI. Severability and Voidability

A. If any term or provision of this Agreement is 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 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.

Article XVII. Term, Modification, Termination and Effect

A. Electric Service under this Agreement shall continue with respect to an Allocation until
the earliest of: (1) termination by the Customer with respect to all of the Allocation upon
at least thirty (30) days prior written notice to the Authority; (2) termination by Authority
pursuant to the Rules upon required notice; or (3) expiration of the Allocation by its own
term as specified in Schedule A.

B. The Customer may exercise a partial termination of the Allocation upon at least thirty (30)
days prior written notice to the Authority. The termination shall be effective commencing
with the first “Billing Period” as defined in the Service Tariff following the required
notice.
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C. The Authority may modify or terminate Electric Service hereunder or modify the
quantities of power and energy associated with an Allocation: (1) if such termination 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 or in the Rules.

D. This Agreement shall become legally binding and effective only upon satisfaction of the
following conditions precedent: (1) receipt of approval of this Agreement by the Authority
Board of Trustees; (2) receipt of approval of this Agreement by the Governor of the State
of New York pursuant to PAL § 1009; and (3) execution of this Agreement by the
Authority and the Customer.

Article 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:

NEWTON FALLS FINE PAPER COMPANY, LLC

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 PRESERVATION
POWER AND ENERGY TO NEWTON FALLS FINE PAPER COMPANY, LLC

PRESERVATION POWER ALLOCATIONS

Customer: Newton Falls Fine Paper Company, LLC

Facility: 875 County Route 60, Newton Falls, NY 13666

Type of Allocation Allocation (kW) Expiration Date

Preservation Power 5,000 3 years after initial delivery of the Allocation

_________________________________________________________
TOTALS: 5,000 kW
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SCHEDULE B TO AGREEMENT FOR THE SALE OF PRESERVATION
POWER AND ENERGY TO NEWTON FALLS FINE PAPER COMPANY, LLC

PRESERVATION POWER COMMITMENTS

ARTICLE I. EMPLOYMENT COMMITMENTS

A. Base Employment Level

The Customer agrees to create and maintain the employment level (the “Base
Employment Level”) set forth in the Appendix to this Schedule.

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 Customer employees and contractor
employees at the Facility, as reported to the 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 Customer employees and contractor employees 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.

ARTICLE 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.C 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
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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 defined in the Service Tariff) for PP 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.C 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 reduction
of the Contract Demand to zero, this Agreement shall automatically terminate.

C. 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.

ARTICLE III. CAPITAL INVESTMENT

The Customer agrees to undertake the Capital Expansion Program set forth in the
Appendix to this Schedule.

ARTICLE IV. ENERGY EFFICIENCY AUDITS AND INFORMATION
REQUESTS

In the event the Customer undergoes an energy efficiency audit of its facilities
and equipment at which the Allocation is consumed 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.
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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

I. Base Employment Level

The Customer will employ one hundred and nine (109) persons at the Facility
(“Base Employment Level”), within two (2) years of the delivery of the Allocation to the
Facility.

The Base Employment Level shall be the number of full-time positions held by
employees and contractors of the Customer assigned to the Facility. The number of full-
time Customer employees and contractor employees shall not include part-time positions
(less than 35 hours per week); provided, however, that two part-time employees each
working 20 hours per week or more shall be counted as one full-time 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.

II. Capital Expansion Program

The Customer will re-start operations at the Facility and begin producing paper
within one (1) year of approval of the Allocation.

The Customer will complete a Capital Expansion Plan consisting of the following
elements:

 The Customer will purchase and install new equipment, and refurbish existing
equipment and machinery, including paper-making and ancillary equipment, at
the Facility, to enable the Customer to produce paper from pulp and to process the
paper into heavy weight, specialty paper products.

 The Customer will purchase and install at the Facility a used biomass
cogeneration plant. The boiler and associated ancillary equipment will be housed
in a newly-constructed addition to the Customer’s existing boiler house. The
addition will be approximately 35’ wide by 70’ long by 50’ high. The biomass
boiler will be connected to the Customer’s existing 5 MW turbine generator, and
will be equipped with new emissions control equipment as well as a new SCADA
boiler control system.
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The estimated start dates and the completion dates for the Capital Expansion Program are
as follows:

Phase Description Start Dates Completion Dates

A Cleaning/ Screening Phase II August 2011 October 2011

B PM4 Wet End Rebuild (Headbox Retrofit) August 2011 October 2011

C PM4 Calendar Stack Replacement August 2011 October 2011

D Roll Wrap Line Upgrade August 2011 October 2011

E PM4 Coater Rebuild June 2012 July 2012

F New Biomass (Cogen) Boiler August 2011 June 2012

The Customer’s total capital investment in the Capital Expansion Program will
total at least $21.7 million, comprised roughly of $6.7 million associated with restarting
the Facility and $15 million associated with installation of the biomass cogeneration
plant.

The Authority shall have the right to inspect the Facility and to request pertinent
information from the Customer for the purpose of verifying the progress of the Capital
Expansion Program and the Customer’s compliance with Capital Expansion Program
requirements at reasonable times during the Capital Expansion Program and prior to the
takedown of the Allocation by the Customer. The Customer shall provide the Authority
with Facility access and pertinent information requested by the Authority for these
purposes.

In the event the Customer fails satisfy the requirements for the Capital Expansion
Program, the Authority, in its sole discretion, may reduce or cancel the Allocation.

Upon request of the Customer, the Authority, in its sole discretion, may consent to
modifications to the Capital Expansion Program requested by the Customer, including
but not limited to modifications to Start Dates and Completion Dates and to the scope of
the Capital Expansion Program.
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SCHEDULE C TO AGREEMENT FOR THE SALE OF PRESERVATION
POWER AND ENERGY TO NEWTON FALLS FINE PAPER COMPANY, LLC

APPLICABLE REPRESENTATIONS CONCERNING LOCAL UTILITY

Local Utility: National Grid

Representations:

None.
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Schedule of Rates for Firm Power Service

I. Applicability

To sales of Preservation Power (as defined below) directly to a qualified business
Customer (as defined below) for firm power service.

II. Abbreviations and Terms

A. The following abbreviations are used:
kW kilowatt(s)
kW-mo. kilowatt-month
kWh kilowatt-hour(s)
MWh megawatt-hour(s)
NYISO New York Independent System Operator, Inc. or any

successor organization
PAL New York Public Authorities Law
OATT Open Access Transmission Tariff

B. The term “Agreement” means an executed Agreement for the Sale of
Preservation Power and Energy between the Authority and the Customer
(each as defined below).

C. The term “Annual Adjustment Factor” or “AAF” shall have the meaning set
forth in Section V herein.

D. The term “Authority” means the Power Authority of the State of New York, a
corporate municipal instrumentality and a political subdivision of the State of
New York created pursuant to Chapter 772 of the New York Laws of 1931
and existing and operating under Title 1 of Article 5 of the PAL, also known as
the “New York Power Authority.”

E. The term “Customer” means a business customer who has received an
allocation for Preservation Power from the Authority and who purchases
Preservation Power directly from the Authority.

F. The term “Electric Service” means the power and energy provided to the
Customer in accordance with the Agreement, this Service Tariff and the
Rules.
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G. The term “Preservation Power” means Firm Power and Firm Energy made
available under this Service Tariff by the Authority from the Project for sale to
the Customer for business purposes pursuant to PAL § 1005(5) and (13).

H. The term “Firm Power” means capacity (kW) that is intended to be always
available from the Project subject to the curtailment provisions set forth in the
Agreement between the Authority and the Customer and this Service Tariff.
Firm Power shall not include peaking power.

I. The term “Firm Energy” means energy (kWh) associated with Firm Power.

J. The term “Load Serving Entity” or “LSE” shall have the meaning set forth in
the Agreement.

K. The term “Project” means the Authority’s St. Lawrence-FDR Power Project,
FERC Project No. 2000.

L. The term “Rate Year” or “RY” means the period from July 1 through June 30
of the following year.

M. The term “Rules” means 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.

N. The term “Service Tariff” means this Service Tariff No. 10.

All other capitalized terms and abbreviations used but not defined herein shall
have the same meaning as set forth in the Agreement.
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III. Monthly Rates and Charges

A. Preservation Power Base Rates

The monthly base rates for demand and energy charges paid by Customer to
Authority shall be:

Demand Energy
Rate Year Charge Charge

$/kW-mo. $/MWh

2010 6.15 10.52
2011 6.71 11.48
2012 7.32 12.52
2013 7.99 13.66

Beginning with the 2014 Rate Year (July 1, 2014), and for each Rate Year
thereafter, such rates shall be subject to an Annual Adjustment Factor set forth in
Section V herein.

B. Preservation Power Rates No Lower Than Rural/Domestic Rate

At all times the applicable base rates for demand and energy determined in
accordance with Sections III.A and V of this Service Tariff shall be no lower than
the rates charged by the Authority for the sale of hydroelectricity for the benefit of
rural and domestic customers receiving service in accordance with the Niagara
Redevelopment Act, 16 U.S.C. § 836(b)(1) and PAL § 1005(5) (the
"Rural/Domestic Rate"). This provision shall be implemented as follows: if the
base rates, as determined in accordance with Sections III.A and V of this Service
Tariff, are lower than the Rural/Domestic Rate on an average $/MWh basis, each
set of rates measured at 80% load factor which is generally regarded as
representative for Preservation Power Customers, then the base rates
determined under Sections III.A and V of this Service Tariff will be revised to
make them equal to the Rural/Domestic Rate on an average $/MWh basis.
However, the base rates as so revised will have no effect until such time as these
base rates are lower than the Rural/Domestic Rate.

C. Monthly Base Rates Exclude Delivery Service Charges

The monthly base rates set forth in this Section III exclude any applicable costs
for delivery services provided by the local electric utility.
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D. Minimum Monthly Charge

The minimum monthly charge shall equal the product of the demand charge and
the contract demand (as defined herein). Such minimum monthly charge shall
be in addition to any NYISO Charges or Taxes (each as defined herein) incurred
by the Authority with respect to the Customer’s Allocation.

E. Billing Period

Any period of approximately thirty (30) days, generally ending with the last day of
each calendar month but subject to the billing cycle requirements of the local
electric utility in whose service territory the Customer’s facilities are located.

F. Billing Demand

The billing demand shall be determined by applying the applicable billing
methodology to total meter readings during the billing period. See Section IV.E,
below.

G. Billing Energy

The billing energy shall be determined by applying the applicable billing
methodology to total meter readings during the billing period. See Section IV.E,
below.

H. Contract Demand

The contract demand of each Customer will be the amount of Preservation
Power, not to exceed the Customer’s Allocation, provided to such Customer by
the Authority in accordance with the Agreement. The minimum Contract
Demand for any Preservation Power Allocation is 100 kW.
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IV. General Provisions

A. Character of Service

Alternating current; sixty cycles, three-phase.

B. Availability of Energy

1. Subject to Section IV.B.2, the Authority shall provide to the Customer in any
billing period Firm Energy associated with Firm Power. The offer of Firm
Energy for delivery shall fulfill the Authority’s obligations for purposes of this
provision whether or not the Firm Energy is taken by the Customer.

2. 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 NYPA’s Firm Power customers served from the Hydro
Projects, hydropower curtailments (i.e. reductions) in the amount of Firm
Power and Firm Energy to which the Customer is entitled shall be applied on
a pro rata basis to all Firm Power and Firm Energy customers served from the
Hydro Projects. Reductions as a percentage of the otherwise required Firm
Power and Firm Energy sales will be the same for all Firm Power and Firm
Energy customers served from the Hydro Projects. The Authority shall be
under no obligation to deliver and will not deliver any such curtailed energy to
the Customer in later billing periods. The Customer will receive appropriate
bill credits as provided under the Rules.

C. Delivery

For the purpose of this Service Tariff, Firm Power and Firm Energy shall be
deemed to be offered when the Authority is able to supply Firm Power and Firm
Energy to the Authority’s designated NYISO load bus. If, despite such offer,
there is a failure of delivery caused by the Customer, NYISO or local electric
utility, such failure shall not be subject to a billing adjustment pursuant to Section
454.6(d) of the Rules.

D. Adjustment of Rates

To the extent not inconsistent with the Agreement, the rates contained in this
Service Tariff may be revised from time to time on not less than thirty (30) days
written notice to the Customer.
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E. Billing Methodology and Billing

Unless otherwise specified in the Agreement, the following provisions shall apply:

1. The billing methodology to be used to render bills to the Customer related to
its Allocation shall be determined in accordance with the Agreement and
delivery agreement between the Authority and, as applicable, the Customer
or local electric utility or both.

2. Billing Demand – Unless separately metered, the billing demand charged by
the Authority to each Customer will be the highest 15-minute integrated
demand during each billing period recorded on the Customer’s meter
multiplied by a percentage based on load factor sharing, as applicable.

3. Billing Energy – Unless separately metered, the kilowatt-hours charged by the
Authority to each Customer will be the total number of kilowatt-hours recorded
on the Customer’s meter for the billing period multiplied by a percentage
based on load factor sharing, as applicable.

F. Payment by Customer to Authority

1. Demand and Energy Charges, Taxes

The Customer shall pay the Authority for Firm Power and Firm Energy during
any billing period the higher of either (i) the sum of (a), (b) and (c) below or (ii)
the monthly minimum charge as defined herein:

a. The demand charge per kilowatt for Firm Power specified in this Service
Tariff or any modification thereof applied to the Customer’s billing demand
(as defined in Section IV.E, above) for the billing period; and

b. The energy charge per MWh for Firm Energy specified in this Service
Tariff or any modification thereof applied to the Customer’s billing energy
(as defined in Section IV.E, above) for the billing period; and

c. A charge representing reimbursement to the Authority for all applicable
Taxes incurred by the Authority as a result of providing Preservation
Power allocated to the Customer.
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2. Transmission Charge

The Customer shall compensate the Authority for all transmission costs
incurred by the Authority with respect to the Allocation, including such costs
that are charged pursuant to the OATT.

3. NYISO Transmission and Related Charges (“NYISO Charges”)

The Customer shall compensate the Authority for the following NYISO
Charges assessed on the Authority for services provided by the NYISO
pursuant to its OATT or other tariffs (as the provisions of those tariffs may be
amended and in effect from time to time) associated with providing Electric
Service to the Customer:

A. Ancillary Services 1 through 6 and any new ancillary services as may be
defined and included in the OATT from time to time;

B. Marginal losses;

C. The New York Power Authority Transmission Adjustment Charge
("NTAC");

D. Congestion costs, less any associated grandfathered Transmission
Congestion Contracts ("TCCs") as provided in Attachment K of the OATT;

E. Any and all other charges, assessments, or other amounts associated with
deliveries to Customers or otherwise associated with the Authority’s
responsibilities as a Load Serving Entity for the Customers that are
assessed on the Authority by the NYISO under the provisions of its OATT
or under other applicable tariffs; and

F. Any charges assessed on the Authority with respect to the provision of
Electric Service to Customers for facilities needed to maintain reliability
and incurred in connection with the NYISO’s Comprehensive System
Planning Process (or similar reliability-related obligations incurred by the
Authority with respect to Electric Service to the Customer), applicable
tariffs, or required to be paid by the Authority in accordance with law,
regardless of whether such charges are assessed by the NYISO or
another third party.

The NYISO Charges, if any, incurred by the Authority on behalf of the
Customer, are in addition to the Authority production charges that are
charged to the Customer in accordance with other provisions of this Service
Tariff.
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4. Taxes Defined

Taxes shall be any adjustment as the Authority deems necessary to recover
from the Customer any taxes, assessments or any other charges mandated
by federal, state or local agencies or authorities that are levied on the
Authority or that the Authority is required to collect from the Customer if and
to the extent such taxes, assessments or charges are not recovered by the
Authority pursuant to another provision of this Service Tariff.

5. Substitute Energy

The Customer shall pay for Substitute Energy, if applicable, as specified in
the Agreement.

6. Payment Information

Bills computed under this Service Tariff are due and payable by electronic
wire transfer in accordance with the Rules. Such wire transfer shall be made
to J P Morgan Chase NY, NY / ABA021000021 / NYPA A/C # 008-030383,
unless otherwise indicated in writing by the Authority. In the event that there
is a dispute on any items of a bill rendered by the Authority, the Customer
shall pay such bill in full. If necessary, any adjustments will be made
thereafter.

G. Adjustment of Charges

1. Distribution Losses

The Authority will make appropriate adjustments to compensate for
distribution losses of the local electric utility.

2. Transformer Losses

If delivery is made at transmission voltage but metered on the low-voltage
side of the Customer’s substation, the meter readings will be increased two
percent to compensate for transformer losses.

3. Power Factor

Power factor is the ratio of real power (kW) to apparent power (kVa) for any
given load and time. The Authority may require the Customer to maintain a
power factor of not less than 90%, lagging or leading, at the point of delivery,
or as may otherwise be imposed upon the Authority by the local electric utility
providing delivery and/or NYISO.
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H. Conflicts

In the event of any inconsistencies, conflicts or differences between the
provisions of this Service Tariff and the Rules, the provisions of this Service Tariff
shall govern. In the event of any inconsistencies, conflicts or differences
between the provisions of the Agreement and this Service Tariff, the provisions of
the Agreement shall govern.

I. Customer Resales Prohibited

The Customer may not resell any quantity of Preservation Power.
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V. Annual Adjustment Factor

A. Adjustment of Rates

1. The AAF will be based upon a weighted average of three indices described
below. For each new Rate Year, the index value for the latest available calendar
year (“Index Value for the Measuring Year”) will be compared to the index value
for the calendar year immediately preceding the latest available calendar year
(the Index Value for the Measuring Year -1”). The change for each index will
then be multiplied by the indicated weights. As described in detail below, these
products are then summed, producing the AAF. The AAF will be multiplied by
the base rate for the current Rate Year to produce the base rates for the new
Rate Year.”

Index 1, “BLS Industrial Power Price” (35% weight): The average of the
monthly Producer Price Index for Industrial Electric Power, commodity code
number 0543, not seasonally adjusted, as reported by the U.S. Department of
Labor, Bureau of Labor Statistics (“BLS”) electronically on its internet site and
consistent with its printed publication, “Producer Price Index Detailed Report”.
For Index 1, the Index Value for the Measuring Year will be the index for the
calendar year immediately preceding July 1 of the new Rate Year.

Index 2, “EIA Average Industrial Power Price” (40% weight): The average
weighted annual price (as measured in cents/kWh) for electric sales to the
industrial sector in the ten states of CT, MA, ME, NH, NJ, NY, OH, PA, RI and
VT (“Selected States”) as reported by Coal and Electric Data and
Renewables Division; Office of Coal, Nuclear, Electric and Alternate Fuels;
Energy Information Administration (“EIA”); U.S. Department of Energy Form
EIA-861 Final Data File. For Index 2, the Index Value for the Measuring Year
will be the index for the calendar year two years preceding July 1 of the new
Rate Year.

Index 3, “BLS Industrial Commodities Price Less Fuel” (25% weight): The
monthly average of the Producer Price Index for Industrial Commodities less
fuel, commodity code number 03T15M05, not seasonally adjusted, as
reported by the U.S. Department of Labor, BLS electronically on its internet
site and consistent with its printed publication, “Producer Price Index Detailed
Report”. For Index 3, the Index Value for the Measuring Year will be the
index for the calendar year immediately preceding July 1 of the new Rate
Year.
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2. Annual Adjustment Factor Computation Guide

Step 1: For each of the three Indices, divide the Index Value for Measuring
Year by the Index Value for the Measuring Year-1.

Step 2: Multiply the ratios determined in Step 1 by percentage weights for each
Index. Sum the results to determine the weighted average. This is the
AAF.

Step 3: Multiply the current Rate Year base rate by the AAF calculated in Step
2 to determine the new Rate Year base rate.

The foregoing calculation shall be performed by the Authority consistent with the
sample presented in Section V.B below.

3. The Authority shall provide the Customer with notice of any adjustment to the
current base rate per the above and with all data and calculations necessary to
compute such adjustment by June 15th of each year to be effective on July 1 of
such year, commencing in 2014. The values of the latest officially published
(electronically or otherwise) versions of the indices and data provided by the BLS
and EIA as of June 1 shall be used notwithstanding any subsequent revisions to
the indices.

4. If during the term of the Agreement any of the three above indices ceases to be
available or ceases to be reflective of the relevant factors or of changes which
the indices were intended by the Parties to reflect, the Customer and the
Authority shall mutually select a substitute Index. The Parties agree to mutually
select substitute indices within 90 days, once notified by the other party that the
indices are no longer available or no longer reflect the relevant factors or
changes with the indices were intended by the Parties to reflect. Should the 90-
day period cover a planned July 1 rate change, the current base rates will remain
in effect until substitute indices are selected and the adjusted rates based on the
substitute indices will be retroactive to the previous July 1. If unable to reach
agreement on substitute indices within the 90-day period, the Parties agree to
substitute the mathematic average of the PPI—Intermediate Materials, Supplies
and Components (BLS Series ID WPUSOP2000) and the PPI-- Finished Goods
(BLS Series ID WPUSOP3000) indices for one or more indices that have ceased
to be available and shall assume the percentage weighting(s) of the one or more
discontinued indices as indicated in Section V.A.1.
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B. Sample Computation of the AAF (hypothetical values for July 1, 2014
implementation):

STEP 1

Determine the Index Value for the Measuring Year (MY) and Measuring Year - 1
(MY-1) for Each Index

 Index 1 - Producer Price Index, Industrial Power

Measuring Measuring

Year Year - 1
(2013) (2012)

January 171.2 167.8
February 172.8 167.6
March 171.6 168.2
April 173.8 168.6
May 175.1 171.6
June 185.7 180.1
July 186.4 182.7
August 184.7 179.2
September 185.5 181.8
October 175.5 170.2
November 172.2 168.8
December 171.8 166.6

Average 177.2 172.8

Ratio of MY/MY-1 1.03
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 Index 2 – EIA Industrial Rate

State Revenues Sales Avg. Rate
($000s) (MWh) (cents/kWh)

Measuring Year (2012)

CT 590,972 6,814,757
MA 1,109,723 13,053,806
ME 328,594 4,896,176
NH 304,363 2,874,495
NJ 1,412,665 15,687,873
NY 2,001,588 26,379,314
OH 3,695,978 78,496,166
PA 3,682,192 63,413,968
RI 152,533 1,652,593
VT 155,903 2,173,679

TOTAL 13,434,511 215,442,827 6.24

Measuring Year -1 (2011)

CT 579,153 6,678,462
MA 1,076,431 12,662,192
ME 310,521 4,626,886
NH 298,276 2,817,005
NJ 1,370,285 15,217,237
NY 1,891,501 24,928,452
OH 3,622,058 76,926,243
PA 3,571,726 61,511,549
RI 144,144 1,561,700
VT 152,785 2,130,205

TOTAL 13,016,880 209,059,931 6.23

Ratio of MY/MY-1 1.00
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 Index 3 – Producer Price Index, Industrial Commodities Less Fuel

Measuring
Year

Measuring
Year -1

(2013) (2012)

January 190.1 187.2
February 190.9 188.0
March 191.6 188.7
April 192.8 189.9
May 194.7 191.8
June 195.2 192.3
July 195.5 192.3
August 196.0 193.1
September 196.1 193.2
October 196.2 193.8
November 196.6 193.7
December 196.7 194.0

Average 194.4 191.5

Ratio of MY/MY-1 1.02

STEP 2

Determine AAF by Summing the Weighted Indices

Index
Ratio of MY

to MY-1 Weight
Weighted
Factors

PPI Industrial Power 1.03 0.35 0.361
EIA Industrial Rate 1.00 0.40 0.400
PPI Industrial Commodities less fuel 1.02 0.25 0.255

AAF 1.016
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STEP 3

Apply AAF to Calculate the New Rate Year Base Rate

Demand Energy

$/kW-mo. $/MWh

Current Rate Year Base Rate 7.99 13.66
New Rate Year Base Rate 8.12 13.88
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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 1 of Article 5 of the New York
Public Authorities Law, 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
Preservation Power and Energy (“Agreement”) to Upstate Niagara Cooperative, Inc., having
facilities at 22 County Route 52, North Lawrence, NY 12967 (“Customer”). The Authority and
the Customer are from time to time referred to in this Agreement individually as a “Party” or
collectively as the “Parties” and agree as follows:

RECITALS

WHEREAS, the Authority is authorized to sell hydroelectric power produced by the St.
Lawrence-FDR Power Project known as Preservation Power (or “PP”), as further defined in this
Agreement, to qualified businesses in New York State in accordance with PAL § 1005(5) and
(13);

WHEREAS, PP consists of 490 megawatts (“MW”) of firm hydroelectric power and
associated energy produced by the St. Lawrence-FDR Power Project;

WHEREAS, St. Lawrence-FDR Power Project hydroelectric power plays an important
role in providing competitively priced power for sale to attract and retain business investment and
to promote economic development in New York State;

WHEREAS, the Authority has the authority under PAL § 1005(13)(a) to award and
extend allocations of PP 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, the Customer has applied for an allocation of PP for use at facilities located
at 22 County Route 52. North Lawrence, NY 12967 defined in Article I of this Agreement as the
“Facility”);

WHEREAS, on May 24, 2011, the Authority’s Board of Trustees (“Trustees”) approved a
3,000 kilowatt allocation of PP to the Customer for a five year term (defined in Article 1 of this
Agreement as the “Allocation”), as further described in this Agreement;

WHEREAS, the provision of Electric Service (defined in Article I of this Agreement)
associated with the Allocation is an unbundled service separate from the transmission and
delivery service necessary for the Customer to receive the Allocation which will be performed by
the Customer’s local utility company;

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

Article I. Definitions

A. Agreement means this Agreement as further described in the preamble, including all
documents and other matters attached to and incorporated into the Agreement.

B. Allocation refers to the total amount of PP and associated energy set forth in Schedule A to
this Agreement awarded to the Customer.

C. Contract Demand has the meaning set forth in the Service Tariff.

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

E. Facility means the Customer’s paper mill operations located at 22 County Route 52. North
Lawrence, NY 12967.

F. Firm Energy has the meaning set forth in the Service Tariff.

G. Firm Power has the meaning set forth in the Service Tariff.

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

I. FERC License means the license issued by FERC to the Authority for the continued
operation and maintenance of the St. Lawrence Project, pursuant to Section 15 of the
Federal Power Act, which became effective October 22, 2003 after expiration of the
Project’s original license issued in 1953.

J. Hydro Projects is a collective reference to the Authority’s Niagara Project and St.
Lawrence-FDR Project.

K. International Joint Commission (or IJC) refers to the entity with responsibility to prevent
and resolve disputes between the United States of America and Canada under the 1909
Boundary Waters Treaty and pursues the common good of both countries as an independent
and objective advisor to the two governments. The IJC rules upon applications for approval
of projects affecting boundary or transboundary waters and may regulate the operation of
these projects.
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L. Load Serving Entity (or LSE) means an entity designated by a retail electricity customer
to provide capacity, energy and ancillary services to serve such customer, in compliance
with NYISO Tariffs, rules, manuals and procedures.

M. NYISO means the New York Independent System Operator, Inc. or any successor
organization.

N. NYISO Charges has the meaning set forth in the Service Tariff.

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. PAL means the New York Public Authorities Law.

Q. Preservation Power (or PP) has the meaning set forth in the Service Tariff.

R. Niagara Project means the Authority’s Niagara Power Project, FERC Project No. 2216.

S. Rules refers to the Authority's Rules and Regulations for Power Service (Part 454 of
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 Authority.

T. Service Tariff means the Authority’s Service Tariff No. 10, as may be modified from time
to time by the Authority, which contains, among other things, the rate schedule establishing
rates and other commercial terms for sale of Electric Service to Customer under this
Agreement.

U. St. Lawrence Project means the Authority’s St. Lawrence-FDR Power Project, FERC
Project No. 2000.

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

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

X. Schedule C refers to Schedule C to this Agreement entitled “Applicable Representations
Concerning Local Utility” which is attached to and made part of this Agreement.

Y. Substitute Energy means energy that the Authority provides at the request of the Customer
to replace hydroelectric power that would otherwise have been supplied to the Customer
under this Agreement.

Z. Taxes have the meaning set forth in the Service Tariff.
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AA. Unforced Capacity (or UCAP) is the electric capacity required to be provided by Load
Serving Entities to serve electric load as defined by the NYISO Tariffs, rules, manuals and
procedures.

Article II. Electric Service

A. The Authority shall provide Electric Service to the Customer to enable the Customer to
receive the Allocation in accordance with this Agreement, the Service Tariff and the Rules.
The Customer shall not be entitled to receive Electric Service for any PP Allocation that is
not specified in Schedule A.

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 and the Allocation may be modified by the Authority if the amount
of Firm Power and Firm Energy available for sale as PP from the St. Lawrence 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 PP customers, as applicable, based on
the terms of such ruling, order, or decision. The Authority will use reasonable efforts to
provide at least thirty (30) days prior written notice to the Customer of any such
modification unless such notice is inconsistent with such ruling, order or decision.

D. The Contract Demand may not exceed the Allocation.

Article III. Rates, Terms and Conditions

A. The Authority will provide Electric Service to the Customer based on the rates, terms and
conditions established in accordance with this Agreement, the Service Tariff and the Rules.

B. The Service Tariff and the Rules may be amended from time to time by the Authority. The
Authority shall provide at least thirty (30) days prior written notice to the Customer of any
proposed change in the Service Tariff or the Rules. No subsequent amendment to the
Service Tariff or the Rules shall affect the determination of rates for PP to the Customer
during the term of the Agreement except insofar as otherwise authorized by this Agreement.
This provision shall not limit the Authority’s discretion to determine rates applicable to
allocations of power and energy awarded to the Customer beyond or in addition to the
Allocation.

C. Notwithstanding any provision of this Agreement to the contrary, the power and energy
rates shall be subject to increase by the Authority at any time upon 30 days prior written
notice to Customer if, after consideration by the Authority of its legal obligations, the
marketability of the output or use of the St. Lawrence 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
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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 rates
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 that are subject to
the Service Tariff 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.

Article IV. Billing Methodology

A. The billing methodology for the Allocation shall be determined on a “load factor sharing”
basis in a manner consistent with the local electric utility’s applicable tariffs.

B. The Authority shall render bills for power and energy by the tenth (10th) business day of
the month for charges due for the previous month. Such bills shall include the NYISO
Charges and Taxes (as such terms are defined in the Service Tariff) associated with the
Allocation. NYISO Charges and Taxes billed to the Customer are subject to adjustments
consistent with any subsequent NYISO re-billings to Authority.

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

Article V. Transmission and Delivery of Power and Energy

A. The Customer shall responsible for securing arrangements with its local utility for
transmission and delivery service associated with the Allocation unless otherwise agreed to
by the Parties.

B. The Customer will pay its local utility for transmission and delivery service associated with
the Allocation in accordance applicable contracts and all applicable tariffs, rulemakings, and
orders, in order to deliver to the Customer the 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.

C. Each Party makes the representations, if any, contained in Schedule C to this Agreement
concerning this Agreement and any agreement between the Authority, the Customer and the
Customer’s local utility company.
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D. 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 as may be required under the applicable local utility company tariffs. In no event
shall the Authority act as the LSE for the power and energy consumed by Customer other
than Electric Service (inclusive of Substitute Energy, if any) sold by the Authority under
this Agreement. The Customer understands and acknowledges that it will be responsible to
the Authority for all charges and other costs incurred by the Authority associated with the
provision of Electric Service to enable the Customer to receive the Allocation, including
charges and costs contained in the NYISO Tariffs or other applicable tariffs (including local
utility company tariffs), regardless of whether such charges and costs are transmission-
related. Such charges and costs are in addition to the charges for power and energy.

Article VI. Preservation Power Customer Commitments

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

Article VII. Rules and Service Tariff; Conflicts

The Service Tariff 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 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.

Article 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 Tariff as applicable.

B. The Authority shall provide reasonable notice to the Customer of any curtailments
referenced in Article VIII.A of this Agreement that could impact Customer’s Electric
Service under this Agreement.

C. Upon written request by the Customer, the Authority will provide Substitute Energy to the
Customer to replace the hydroelectricity that would otherwise have been supplied under this
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Agreement. The provision of Substitute Energy may be terminated by the Authority or the
Customer on fifteen (15) days’ prior written notice.

D. 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.

E. 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.

Article IX. Additional Allocations

A. Upon application by the Customer, the Authority may award additional allocations of PP to
the Customer at such rates and on such terms and conditions as set forth in the Service
Tariff. Once the Customer agrees to purchase Electric Service associated with such
additional allocations, the Authority will produce modified Schedules A and B which will
reflect any such additional allocations and other pertinent terms as appropriate. The
Authority will furnish the Customer with any such modified Schedules within thirty (30)
days of the commencement of Electric Service for any such additional allocation.

B. The Customer shall furnish such documentation and other information as the Authority
requests to enable the Authority to evaluate whether any additional allocations should be
made to the Customer and the terms of any additional allocation.

Article X. Notification

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

To: The Authority

Michael J. Huvane
Director, Marketing
New York Power Authority
123 Main Street
White Plains, New York 10601
Telephone: (914) 390-8117
Facsimile: (914) 390-8156
Electronic mail: michael.huvane@nypa.gov
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To: Customer

Mr. John J. Wilhelm
Director of Purchasing
Upstate Niagara Cooperative, Inc.
25 Anderson Road
Buffalo, NY 14225
Telephone: _____
Facsimile: _______
Electronic mail: _____

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. Any claim, suit, action or any other proceeding in
law or equity arising under, or in any way relating to 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 rulings by the IJC and without regard to
conflicts of law provisions.

Article 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.

Article XIII. Successors and Assigns; Resale of PP

A. This Agreement shall be binding upon, shall inure to the benefit of, and may be performed
by, the legal successors and assigns of either Party hereto; provided, however, that no
assignment by either Party or any successor or assignee of such Party of its rights and
obligations hereunder shall be made or become effective without the prior written consent
of the other Party in each case obtained.

B. The Customer may not resell any PP that it has purchased from the Authority under this
Agreement.
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Article XIV. Previous Agreements and Communications

This Agreement shall constitute the sole and complete agreement of the Parties hereto with
respect to the sale of PP, and supersedes all previous communications between the Parties
hereto, either oral or written, with respect to the sale of PP. No modifications 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.

Article XV. 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.

Article XVI. Severability and Voidability

A. If any term or provision of this Agreement is 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 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.

Article XVII. Term, Modification, Termination and Effect

A. Electric Service under this Agreement shall continue with respect to an Allocation until
the earliest of: (1) termination by the Customer with respect to all of the Allocation upon
at least thirty (30) days prior written notice to the Authority; (2) termination by Authority
pursuant to the Rules upon required notice; or (3) expiration of the Allocation by its own
term as specified in Schedule A.

B. The Customer may exercise a partial termination of the Allocation upon at least thirty (30)
days prior written notice to the Authority. The termination shall be effective commencing
with the first “Billing Period” as defined in the Service Tariff following the required
notice.

C. The Authority may modify or terminate Electric Service hereunder or modify the
quantities of power and energy associated with an Allocation: (1) if such termination or
modification is required to comply with any final ruling, order or decision of any
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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 or in the Rules.

D. This Agreement shall become legally binding and effective only upon satisfaction of the
following conditions precedent: (1) receipt of approval of this Agreement by the Authority
Board of Trustees; (2) receipt of approval of this Agreement by the Governor of the State
of New York pursuant to PAL § 1009; and (3) execution of this Agreement by the
Authority and the Customer.

Article 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:

UPSTATE NIAGARA COOPERATIVE, 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 PRESERVATION
POWER AND ENERGY TO UPSTATE NIAGARA COOPERATIVE, INC.

PRESERVATION POWER ALLOCATIONS

Customer: Upstate Niagara Cooperative, Inc.

Facility: 22 County Route 52. North Lawrence, NY 12967

Type of Allocation Allocation (kW) Expiration Date

Preservation Power 3,000 5 years after initial delivery of the Allocation

_________________________________________________________
TOTALS: 3,000 kW
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SCHEDULE B TO AGREEMENT FOR THE SALE OF PRESERVATION
POWER AND ENERGY TO UPSTATE NIAGARA COOPERATIVE, INC.

PRESERVATION POWER COMMITMENTS

ARTICLE I. EMPLOYMENT COMMITMENTS

A. Base Employment Level

The Customer agrees to create and maintain the employment level (the “Base
Employment Level”) set forth in the Appendix to this Schedule.

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 Customer employees and contractor
employees at the Facility, as reported to the 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 Customer employees and contractor employees 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.

ARTICLE 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.C 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
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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 defined in the Service Tariff) for PP 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.C 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 reduction
of the Contract Demand to zero, this Agreement shall automatically terminate.

C. 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.

ARTICLE III. CAPITAL INVESTMENT

The Customer agrees to undertake the Capital Expansion Program set forth in the
Appendix to this Schedule.

ARTICLE IV. ENERGY EFFICIENCY AUDITS AND 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 but in any event not less than once every five years.
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.
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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

I. Base Employment Level

The Customer will employ eighty (80) persons at the Facility (“Base Employment
Level”) within three (3) years of the initial delivery of the Allocation to the Facility.

The Base Employment Level shall be the number of full-time positions held by
employees and contractors of the Customer assigned to the Facility. The number of full-
time Customer employees and contractor employees shall not include part-time positions
(less than 35 hours per week); provided, however, that two part-time employees each
working 20 hours per week or more shall be counted as one full-time 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.

II. Capital Expansion Program

The Customer will complete a Capital Expansion Plan consisting of the following
elements:

(1) Within one (1) year of the approval of the Allocation, the Customer will:

(a) purchase, refurbish and re-start operations at a manufacturing facility in
North Lawrence, NY (defined in Article 1 of the Agreement as “Facility”);

(b) commence two new high speed production lines at the Facility for the
production of dairy products; and

(c) begin producing dairy products.

(2) The Customer’s total capital investment in the Capital Expansion Program
will total at least $11.0 million, comprised roughly of (1) $5.0 million for the
purchase and refurbishment of the Facility, and (2) $6.0 million for the
installation of the two new production lines.

The Authority shall have the right to inspect the Facility and to request pertinent
information from the Customer for the purpose of verifying the progress of the Capital
Expansion Program and the Customer’s compliance with Capital Expansion Program
requirements at reasonable times during the Capital Expansion Program and prior to the
takedown of the Allocation by the Customer. The Customer shall provide the Authority
with Facility access and pertinent information requested by the Authority for these
purposes.
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In the event the Customer fails satisfy the requirements for the Capital Expansion
Program, the Authority, in its sole discretion, may reduce or cancel the Allocation.

Upon request of the Customer, the Authority, in its sole discretion, may consent to
modifications to the Capital Expansion Program requested by the Customer, including
but not limited to modifications to Start Dates and Completion Dates and to the scope of
the Capital Expansion Program.



6

SCHEDULE C TO AGREEMENT FOR THE SALE OF PRESERVATION
POWER AND ENERGY TO UPSTATE NIAGARA COOPERATIVE, INC.

APPLICABLE REPRESENTATIONS CONCERNING LOCAL UTILITY

Local Utility: National Grid

Representations:

None.
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Schedule of Rates for Firm Power Service

I. Applicability

To sales of Preservation Power (as defined below) directly to a qualified business
Customer (as defined below) for firm power service.

II. Abbreviations and Terms

A. The following abbreviations are used:
kW kilowatt(s)
kW-mo. kilowatt-month
kWh kilowatt-hour(s)
MWh megawatt-hour(s)
NYISO New York Independent System Operator, Inc. or any

successor organization
PAL New York Public Authorities Law
OATT Open Access Transmission Tariff

B. The term “Agreement” means an executed Agreement for the Sale of
Preservation Power and Energy between the Authority and the Customer
(each as defined below).

C. The term “Annual Adjustment Factor” or “AAF” shall have the meaning set
forth in Section V herein.

D. The term “Authority” means the Power Authority of the State of New York, a
corporate municipal instrumentality and a political subdivision of the State of
New York created pursuant to Chapter 772 of the New York Laws of 1931
and existing and operating under Title 1 of Article 5 of the PAL, also known as
the “New York Power Authority.”

E. The term “Customer” means a business customer who has received an
allocation for Preservation Power from the Authority and who purchases
Preservation Power directly from the Authority.

F. The term “Electric Service” means the power and energy provided to the
Customer in accordance with the Agreement, this Service Tariff and the
Rules.
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G. The term “Preservation Power” means Firm Power and Firm Energy made
available under this Service Tariff by the Authority from the Project for sale to
the Customer for business purposes pursuant to PAL § 1005(5) and (13).

H. The term “Firm Power” means capacity (kW) that is intended to be always
available from the Project subject to the curtailment provisions set forth in the
Agreement between the Authority and the Customer and this Service Tariff.
Firm Power shall not include peaking power.

I. The term “Firm Energy” means energy (kWh) associated with Firm Power.

J. The term “Load Serving Entity” or “LSE” shall have the meaning set forth in
the Agreement.

K. The term “Project” means the Authority’s St. Lawrence-FDR Power Project,
FERC Project No. 2000.

L. The term “Rate Year” or “RY” means the period from July 1 through June 30
of the following year.

M. The term “Rules” means 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.

N. The term “Service Tariff” means this Service Tariff No. 10.

All other capitalized terms and abbreviations used but not defined herein shall
have the same meaning as set forth in the Agreement.
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III. Monthly Rates and Charges

A. Preservation Power Base Rates

The monthly base rates for demand and energy charges paid by Customer to
Authority shall be:

Demand Energy
Rate Year Charge Charge

$/kW-mo. $/MWh

2010 6.15 10.52
2011 6.71 11.48
2012 7.32 12.52
2013 7.99 13.66

Beginning with the 2014 Rate Year (July 1, 2014), and for each Rate Year
thereafter, such rates shall be subject to an Annual Adjustment Factor set forth in
Section V herein.

B. Preservation Power Rates No Lower Than Rural/Domestic Rate

At all times the applicable base rates for demand and energy determined in
accordance with Sections III.A and V of this Service Tariff shall be no lower than
the rates charged by the Authority for the sale of hydroelectricity for the benefit of
rural and domestic customers receiving service in accordance with the Niagara
Redevelopment Act, 16 U.S.C. § 836(b)(1) and PAL § 1005(5) (the
"Rural/Domestic Rate"). This provision shall be implemented as follows: if the
base rates, as determined in accordance with Sections III.A and V of this Service
Tariff, are lower than the Rural/Domestic Rate on an average $/MWh basis, each
set of rates measured at 80% load factor which is generally regarded as
representative for Preservation Power Customers, then the base rates
determined under Sections III.A and V of this Service Tariff will be revised to
make them equal to the Rural/Domestic Rate on an average $/MWh basis.
However, the base rates as so revised will have no effect until such time as these
base rates are lower than the Rural/Domestic Rate.

C. Monthly Base Rates Exclude Delivery Service Charges

The monthly base rates set forth in this Section III exclude any applicable costs
for delivery services provided by the local electric utility.
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D. Minimum Monthly Charge

The minimum monthly charge shall equal the product of the demand charge and
the contract demand (as defined herein). Such minimum monthly charge shall
be in addition to any NYISO Charges or Taxes (each as defined herein) incurred
by the Authority with respect to the Customer’s Allocation.

E. Billing Period

Any period of approximately thirty (30) days, generally ending with the last day of
each calendar month but subject to the billing cycle requirements of the local
electric utility in whose service territory the Customer’s facilities are located.

F. Billing Demand

The billing demand shall be determined by applying the applicable billing
methodology to total meter readings during the billing period. See Section IV.E,
below.

G. Billing Energy

The billing energy shall be determined by applying the applicable billing
methodology to total meter readings during the billing period. See Section IV.E,
below.

H. Contract Demand

The contract demand of each Customer will be the amount of Preservation
Power, not to exceed the Customer’s Allocation, provided to such Customer by
the Authority in accordance with the Agreement. The minimum Contract
Demand for any Preservation Power Allocation is 100 kW.
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IV. General Provisions

A. Character of Service

Alternating current; sixty cycles, three-phase.

B. Availability of Energy

1. Subject to Section IV.B.2, the Authority shall provide to the Customer in any
billing period Firm Energy associated with Firm Power. The offer of Firm
Energy for delivery shall fulfill the Authority’s obligations for purposes of this
provision whether or not the Firm Energy is taken by the Customer.

2. 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 NYPA’s Firm Power customers served from the Hydro
Projects, hydropower curtailments (i.e. reductions) in the amount of Firm
Power and Firm Energy to which the Customer is entitled shall be applied on
a pro rata basis to all Firm Power and Firm Energy customers served from the
Hydro Projects. Reductions as a percentage of the otherwise required Firm
Power and Firm Energy sales will be the same for all Firm Power and Firm
Energy customers served from the Hydro Projects. The Authority shall be
under no obligation to deliver and will not deliver any such curtailed energy to
the Customer in later billing periods. The Customer will receive appropriate
bill credits as provided under the Rules.

C. Delivery

For the purpose of this Service Tariff, Firm Power and Firm Energy shall be
deemed to be offered when the Authority is able to supply Firm Power and Firm
Energy to the Authority’s designated NYISO load bus. If, despite such offer,
there is a failure of delivery caused by the Customer, NYISO or local electric
utility, such failure shall not be subject to a billing adjustment pursuant to Section
454.6(d) of the Rules.

D. Adjustment of Rates

To the extent not inconsistent with the Agreement, the rates contained in this
Service Tariff may be revised from time to time on not less than thirty (30) days
written notice to the Customer.
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E. Billing Methodology and Billing

Unless otherwise specified in the Agreement, the following provisions shall apply:

1. The billing methodology to be used to render bills to the Customer related to
its Allocation shall be determined in accordance with the Agreement and
delivery agreement between the Authority and, as applicable, the Customer
or local electric utility or both.

2. Billing Demand – Unless separately metered, the billing demand charged by
the Authority to each Customer will be the highest 15-minute integrated
demand during each billing period recorded on the Customer’s meter
multiplied by a percentage based on load factor sharing, as applicable.

3. Billing Energy – Unless separately metered, the kilowatt-hours charged by the
Authority to each Customer will be the total number of kilowatt-hours recorded
on the Customer’s meter for the billing period multiplied by a percentage
based on load factor sharing, as applicable.

F. Payment by Customer to Authority

1. Demand and Energy Charges, Taxes

The Customer shall pay the Authority for Firm Power and Firm Energy during
any billing period the higher of either (i) the sum of (a), (b) and (c) below or (ii)
the monthly minimum charge as defined herein:

a. The demand charge per kilowatt for Firm Power specified in this Service
Tariff or any modification thereof applied to the Customer’s billing demand
(as defined in Section IV.E, above) for the billing period; and

b. The energy charge per MWh for Firm Energy specified in this Service
Tariff or any modification thereof applied to the Customer’s billing energy
(as defined in Section IV.E, above) for the billing period; and

c. A charge representing reimbursement to the Authority for all applicable
Taxes incurred by the Authority as a result of providing Preservation
Power allocated to the Customer.
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2. Transmission Charge

The Customer shall compensate the Authority for all transmission costs
incurred by the Authority with respect to the Allocation, including such costs
that are charged pursuant to the OATT.

3. NYISO Transmission and Related Charges (“NYISO Charges”)

The Customer shall compensate the Authority for the following NYISO
Charges assessed on the Authority for services provided by the NYISO
pursuant to its OATT or other tariffs (as the provisions of those tariffs may be
amended and in effect from time to time) associated with providing Electric
Service to the Customer:

A. Ancillary Services 1 through 6 and any new ancillary services as may be
defined and included in the OATT from time to time;

B. Marginal losses;

C. The New York Power Authority Transmission Adjustment Charge
("NTAC");

D. Congestion costs, less any associated grandfathered Transmission
Congestion Contracts ("TCCs") as provided in Attachment K of the OATT;

E. Any and all other charges, assessments, or other amounts associated with
deliveries to Customers or otherwise associated with the Authority’s
responsibilities as a Load Serving Entity for the Customers that are
assessed on the Authority by the NYISO under the provisions of its OATT
or under other applicable tariffs; and

F. Any charges assessed on the Authority with respect to the provision of
Electric Service to Customers for facilities needed to maintain reliability
and incurred in connection with the NYISO’s Comprehensive System
Planning Process (or similar reliability-related obligations incurred by the
Authority with respect to Electric Service to the Customer), applicable
tariffs, or required to be paid by the Authority in accordance with law,
regardless of whether such charges are assessed by the NYISO or
another third party.

The NYISO Charges, if any, incurred by the Authority on behalf of the
Customer, are in addition to the Authority production charges that are
charged to the Customer in accordance with other provisions of this Service
Tariff.
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4. Taxes Defined

Taxes shall be any adjustment as the Authority deems necessary to recover
from the Customer any taxes, assessments or any other charges mandated
by federal, state or local agencies or authorities that are levied on the
Authority or that the Authority is required to collect from the Customer if and
to the extent such taxes, assessments or charges are not recovered by the
Authority pursuant to another provision of this Service Tariff.

5. Substitute Energy

The Customer shall pay for Substitute Energy, if applicable, as specified in
the Agreement.

6. Payment Information

Bills computed under this Service Tariff are due and payable by electronic
wire transfer in accordance with the Rules. Such wire transfer shall be made
to J P Morgan Chase NY, NY / ABA021000021 / NYPA A/C # 008-030383,
unless otherwise indicated in writing by the Authority. In the event that there
is a dispute on any items of a bill rendered by the Authority, the Customer
shall pay such bill in full. If necessary, any adjustments will be made
thereafter.

G. Adjustment of Charges

1. Distribution Losses

The Authority will make appropriate adjustments to compensate for
distribution losses of the local electric utility.

2. Transformer Losses

If delivery is made at transmission voltage but metered on the low-voltage
side of the Customer’s substation, the meter readings will be increased two
percent to compensate for transformer losses.

3. Power Factor

Power factor is the ratio of real power (kW) to apparent power (kVa) for any
given load and time. The Authority may require the Customer to maintain a
power factor of not less than 90%, lagging or leading, at the point of delivery,
or as may otherwise be imposed upon the Authority by the local electric utility
providing delivery and/or NYISO.
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H. Conflicts

In the event of any inconsistencies, conflicts or differences between the
provisions of this Service Tariff and the Rules, the provisions of this Service Tariff
shall govern. In the event of any inconsistencies, conflicts or differences
between the provisions of the Agreement and this Service Tariff, the provisions of
the Agreement shall govern.

I. Customer Resales Prohibited

The Customer may not resell any quantity of Preservation Power.
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V. Annual Adjustment Factor

A. Adjustment of Rates

1. The AAF will be based upon a weighted average of three indices described
below. For each new Rate Year, the index value for the latest available calendar
year (“Index Value for the Measuring Year”) will be compared to the index value
for the calendar year immediately preceding the latest available calendar year
(the Index Value for the Measuring Year -1”). The change for each index will
then be multiplied by the indicated weights. As described in detail below, these
products are then summed, producing the AAF. The AAF will be multiplied by
the base rate for the current Rate Year to produce the base rates for the new
Rate Year.”

Index 1, “BLS Industrial Power Price” (35% weight): The average of the
monthly Producer Price Index for Industrial Electric Power, commodity code
number 0543, not seasonally adjusted, as reported by the U.S. Department of
Labor, Bureau of Labor Statistics (“BLS”) electronically on its internet site and
consistent with its printed publication, “Producer Price Index Detailed Report”.
For Index 1, the Index Value for the Measuring Year will be the index for the
calendar year immediately preceding July 1 of the new Rate Year.

Index 2, “EIA Average Industrial Power Price” (40% weight): The average
weighted annual price (as measured in cents/kWh) for electric sales to the
industrial sector in the ten states of CT, MA, ME, NH, NJ, NY, OH, PA, RI and
VT (“Selected States”) as reported by Coal and Electric Data and
Renewables Division; Office of Coal, Nuclear, Electric and Alternate Fuels;
Energy Information Administration (“EIA”); U.S. Department of Energy Form
EIA-861 Final Data File. For Index 2, the Index Value for the Measuring Year
will be the index for the calendar year two years preceding July 1 of the new
Rate Year.

Index 3, “BLS Industrial Commodities Price Less Fuel” (25% weight): The
monthly average of the Producer Price Index for Industrial Commodities less
fuel, commodity code number 03T15M05, not seasonally adjusted, as
reported by the U.S. Department of Labor, BLS electronically on its internet
site and consistent with its printed publication, “Producer Price Index Detailed
Report”. For Index 3, the Index Value for the Measuring Year will be the
index for the calendar year immediately preceding July 1 of the new Rate
Year.
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2. Annual Adjustment Factor Computation Guide

Step 1: For each of the three Indices, divide the Index Value for Measuring
Year by the Index Value for the Measuring Year-1.

Step 2: Multiply the ratios determined in Step 1 by percentage weights for each
Index. Sum the results to determine the weighted average. This is the
AAF.

Step 3: Multiply the current Rate Year base rate by the AAF calculated in Step
2 to determine the new Rate Year base rate.

The foregoing calculation shall be performed by the Authority consistent with the
sample presented in Section V.B below.

3. The Authority shall provide the Customer with notice of any adjustment to the
current base rate per the above and with all data and calculations necessary to
compute such adjustment by June 15th of each year to be effective on July 1 of
such year, commencing in 2014. The values of the latest officially published
(electronically or otherwise) versions of the indices and data provided by the BLS
and EIA as of June 1 shall be used notwithstanding any subsequent revisions to
the indices.

4. If during the term of the Agreement any of the three above indices ceases to be
available or ceases to be reflective of the relevant factors or of changes which
the indices were intended by the Parties to reflect, the Customer and the
Authority shall mutually select a substitute Index. The Parties agree to mutually
select substitute indices within 90 days, once notified by the other party that the
indices are no longer available or no longer reflect the relevant factors or
changes with the indices were intended by the Parties to reflect. Should the 90-
day period cover a planned July 1 rate change, the current base rates will remain
in effect until substitute indices are selected and the adjusted rates based on the
substitute indices will be retroactive to the previous July 1. If unable to reach
agreement on substitute indices within the 90-day period, the Parties agree to
substitute the mathematic average of the PPI—Intermediate Materials, Supplies
and Components (BLS Series ID WPUSOP2000) and the PPI-- Finished Goods
(BLS Series ID WPUSOP3000) indices for one or more indices that have ceased
to be available and shall assume the percentage weighting(s) of the one or more
discontinued indices as indicated in Section V.A.1.
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B. Sample Computation of the AAF (hypothetical values for July 1, 2014
implementation):

STEP 1

Determine the Index Value for the Measuring Year (MY) and Measuring Year - 1
(MY-1) for Each Index

 Index 1 - Producer Price Index, Industrial Power

Measuring Measuring

Year Year - 1
(2013) (2012)

January 171.2 167.8
February 172.8 167.6
March 171.6 168.2
April 173.8 168.6
May 175.1 171.6
June 185.7 180.1
July 186.4 182.7
August 184.7 179.2
September 185.5 181.8
October 175.5 170.2
November 172.2 168.8
December 171.8 166.6

Average 177.2 172.8

Ratio of MY/MY-1 1.03



New York Power Authority Preservation Power
Service Tariff No. 10 Original Leaf No. 15

Date of Issue: December 20, 2010 Date Effective: July 1, 2010

Issued by James F. Pasquale, Senior Vice President
Power Authority of the State of New York
30 South Pearl Street, Albany, NY 12207

 Index 2 – EIA Industrial Rate

State Revenues Sales Avg. Rate
($000s) (MWh) (cents/kWh)

Measuring Year (2012)

CT 590,972 6,814,757
MA 1,109,723 13,053,806
ME 328,594 4,896,176
NH 304,363 2,874,495
NJ 1,412,665 15,687,873
NY 2,001,588 26,379,314
OH 3,695,978 78,496,166
PA 3,682,192 63,413,968
RI 152,533 1,652,593
VT 155,903 2,173,679

TOTAL 13,434,511 215,442,827 6.24

Measuring Year -1 (2011)

CT 579,153 6,678,462
MA 1,076,431 12,662,192
ME 310,521 4,626,886
NH 298,276 2,817,005
NJ 1,370,285 15,217,237
NY 1,891,501 24,928,452
OH 3,622,058 76,926,243
PA 3,571,726 61,511,549
RI 144,144 1,561,700
VT 152,785 2,130,205

TOTAL 13,016,880 209,059,931 6.23

Ratio of MY/MY-1 1.00
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 Index 3 – Producer Price Index, Industrial Commodities Less Fuel

Measuring
Year

Measuring
Year -1

(2013) (2012)

January 190.1 187.2
February 190.9 188.0
March 191.6 188.7
April 192.8 189.9
May 194.7 191.8
June 195.2 192.3
July 195.5 192.3
August 196.0 193.1
September 196.1 193.2
October 196.2 193.8
November 196.6 193.7
December 196.7 194.0

Average 194.4 191.5

Ratio of MY/MY-1 1.02

STEP 2

Determine AAF by Summing the Weighted Indices

Index
Ratio of MY

to MY-1 Weight
Weighted
Factors

PPI Industrial Power 1.03 0.35 0.361
EIA Industrial Rate 1.00 0.40 0.400
PPI Industrial Commodities less fuel 1.02 0.25 0.255

AAF 1.016
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STEP 3

Apply AAF to Calculate the New Rate Year Base Rate

Demand Energy

$/kW-mo. $/MWh

Current Rate Year Base Rate 7.99 13.66
New Rate Year Base Rate 8.12 13.88
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Recharge New York Power Rate Components

1. Preservation Power

Preservation Power prices, as set in Section III A of the Authority’s Service Tariff No. 10,
shall be used for supplying hydro demand and energy to RNY Power Program participants
receiving electricity subject to RNY Hydro Only or RNY Blended rates. Preservation Power
prices have been set through the rate year ending July 2014 and shall be subject to the same
Annual Adjustment Factor as stated in Tariff No. 10, starting July 2014, and then every July
thereafter.

2. NYISO Transmission and Related Charges (“NYISO Charges”)

The NYISO Charges assessed on the Authority for services provided by the NYISO pursuant
to its Open Access Transmission Tariff (“OATT”) or Market Services and Administration
Tariff or other tariffs (as the provisions of those tariffs may be amended and in effect from
time to time) associated with providing RNY Power to the RNY Power Program participant
are included in the base rates as part of the Authority’s production charges that are charged to
the participant in accordance with this Service Tariff. Those NYISO Charges accounted for
in the base rate include:

a. Ancillary Services 1 through 6;

b. Transmission Usage Charges (“TUC”) which is Marginal Losses and Congestion costs,
less any associated grandfathered Transmission Congestion Contracts ("TCCs") as
provided in Attachment K of the OATT);

c. The New York Power Authority Transmission Adjustment Charge ("NTAC");

d. NYISO Wide Uplift;

e. Any and all other charges, assessments, or other amounts associated with deliveries to
Customers or otherwise associated with the Authority’s responsibilities as a Load Serving
Entity for the Customers that are assessed on the Authority by the NYISO under the
provisions of its OATT or under other applicable tariffs; and

f. Any charges assessed on the Authority with respect to the provision of RNY Power to
participants for facilities needed to maintain reliability and incurred in connection with
the NYISO’s Comprehensive System Planning Process (or similar reliability-related
obligations incurred by the Authority with respect to Electric Service to the participant),
applicable tariffs, or required to be paid by the Authority in accordance with law,
regardless of whether such charges are assessed by the NYISO or another third party.

3. Capacity Obligation

The cost to meet the NYISO’s capacity obligation, inclusive of the required reserve margin

has been accounted for in the base rates. This is currently expressed by the NYISO as the

Unforced Capacity or UCAP obligation.

For the hydropower portion of all RNY allocations, except for loads in NYISO zones J and

K, UCAP shall be secured through Authority’s hydro self supply.
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For the hydropower portion of RNY allocations for loads in NYISO zones J and K, the

“locational” UCAP (i.e. for NYC and Long Island) shall be secured through market

purchases, while the remaining “Rest of State” UCAP shall be secured through Authority’s

hydro self supply.

For the market power portion of RNY allocations, UCAP shall be secured through a

combination of bilateral contracts, NYISO Automated Auctions, or any other means as

determined to be most appropriate by the Authority.

4. Distribution Losses

Distribution losses of the local electric utility have been accounted for in the base rates. If
deemed necessary during an annual RNY pricing process the Authority will make
appropriate adjustments to the distribution loss component of the rate to appropriately
compensate for distribution losses of the local electric utility.

5. Market Energy

RNY Blended base rates include Market Energy costs associated with market purchase price
estimates made by Authority on behalf of the RNY Power Program participant based on
current and anticipated market conditions. Authority will procure market energy using short
and long-term financial hedging and/or short and long-term purchases, including purchases
from the NYISO Day-Ahead Market and/or Real-Time Market (each term defined in the
NYISO Tariffs), as well as through Request for Proposal process as the Authority deems
appropriate. These purchases will be made in whichever portfolio combination the Authority
deems to be appropriate.

6. Risk for Bad Debt

The costs representing the risk for bad debt shall be included in the market power portion of
the RNY Blended rate only. NYPA’s Preservation Power rate, which is used for both the
RNY Hydro Only and RNY Blended rates, is inclusive of such costs.



Zones

Demand

($/kw)

Energy

($/kwh) Zones

Demand

($/kw)

Energy

($/kwh)

Zone A 7.32 0.01129 Zone A 3.66 0.02915

Zone B 7.32 0.01424 Zone B 3.66 0.03224

Zone C 7.32 0.01551 Zone C 3.66 0.03346

Zone D 7.32 0.01432 Zone D 3.66 0.03225

Zone E 7.32 0.01710 Zone E 3.66 0.03508

Zone F 7.32 0.02363 Zone F 3.66 0.04176

Zone G 7.32 0.02492 Zone G 3.66 0.04306

Zone H 7.32 0.02635 Zone H 3.66 0.04569

Zone I 7.32 0.02578 Zone I 3.66 0.04385

Zone J 7.32 0.03280 Zone J 3.66 0.05151

Zone K 7.32 0.03844 Zone K 3.66 0.05660

Estimated Indicative RNY Rates for July 2012 - June 2013

Hydro Only Customers Blended Customers
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Background

The Power Authority of the State of New York (the “Authority”) has established a Trust fund, known
as the Power Authority of the State of New York Other Post-Employment Benefits Trust (the “Trust”).
This Trust provides medical, prescription drug, life and other long-term benefits for those employees
who meet the age and service requirements outlined in Attachment A of the Trust Agreement. The
Trust consists of contributions from the Power Authority of the State of New York. The Power
Authority of the State of New York will oversee certain policies and procedures related to the operation
and administration of the Trust.

Purpose

The purpose of this Investment Policy Statement (the “Policy”) is to assist the Authority in effectively
supervising, monitoring and evaluating the investment of assets of the Trust. A thorough investment
program is defined throughout this document to achieve the following:

1. Document the Authority’s investment objectives, performance expectations and investment
guidelines for Trust assets.

2. Establish an appropriate investment strategy for managing all Trust assets, including an
investment time horizon, risk tolerance ranges and asset allocation. The goal of this
strategy is to provide sufficient diversification and overall return over the long-term time
horizon of the Trust.

3. Establish investment guidelines to control overall risk and liquidity, within the agreed upon
investment strategy.

4. Establish periodic performance reporting requirements that will effectively monitor
investment results and ensure that the investment policy is being followed.

5. Comply with all fiduciary, prudence, due diligence and legal requirements for Trust assets.

The Authority has arrived at this Policy through careful study of the returns and risks associated with
alternative investment strategies in relation to the current and projected liabilities of the Trust. This
Policy has been chosen as the most appropriate policy for achieving the financial objectives of the
Trust which are defined in the objectives of this Policy.
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Statement of Objectives

In defining the objectives of the Trust, the Authority has carefully reviewed its current and projected
financial obligations as well as the risk and return relationships included in various asset allocation
strategies. Based on these considerations, the Trust objectives are:

1. To invest assets of the Trust in a manner consistent with the fiduciary standards of State of
New York, namely: (a) all transactions undertaken must be for the sole interest of Trust
participants and their beneficiaries and to provide maximum benefits and defray reasonable
expenses in a prudent manner, and (b) assets are to be diversified in order to minimize the
impact of large losses in individual investments.

2. To provide for the funding and anticipated withdrawals on a continuing basis.

3. To conserve and enhance the capital value of the Trust in real terms through asset
appreciation and income generation, while maintaining a moderate investment risk profile.

4. To minimize principal fluctuations over the investment cycle (three to five years).

5. To achieve a long-term level of return commensurate with contemporary economic
conditions and equal to or exceeding the investment objective set forth in the policy.

While there can be no assurance that these objectives will be realized, the Authority believes that the
likelihood of their realization is reasonably high based upon this Policy.

Investment Guidelines

Time Horizon

The Trust’s objectives are based on a 20-year investment horizon so that interim fluctuations should be
viewed with appropriate perspective. The Authority has adopted a long-term investment horizon such
that the chances and duration of investment losses are carefully weighed against the long-term potential
for appreciation of assets.

Diversification

In general, the Trust will hold between 6 and 12 months of protected liquidity needs for benefit
payments and expenses in cash. The remaining assets will be invested.

Investments shall be diversified with the intent to minimize the risk of investment losses.
Consequently, the total portfolio will be constructed and maintained to provide prudent diversification
with regard to the concentration of holdings in individual issues, issuers, countries, governments or
industries.
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Asset Allocation

The Authority believes that to achieve the greatest likelihood of meeting Trust objectives and the best
balance between risk and return for optimal diversification, the Trust should allocate assets in
accordance with the targets for each asset class as follows:

Asset Class Asset Weightings
Range Target

Domestic Equity 37% - 47% 42%
International Equity 14% - 24% 19%
Other Equity 1% - 11% 6%
Fixed Income 25% - 35% 30%
Cash Equivalent 0% - 10% 3%

The investment managers shall have discretion to temporarily invest a portion of the assets in cash
reserves when they deem it appropriate. However, the managers will be evaluated against their peers
on the performance of the total funds under their direct management.

Rebalancing Philosophy

The asset allocation range established by this investment policy represents a long-term perspective. As
such, rapid unanticipated market shifts or changes in economic conditions may cause the asset mix to
fall outside the policy range. When these divergences occur, the investment consultant may
recommend to the Authority to rebalance the asset mix to its appropriate targets and ranges. Similarly,
if the cash requirement to handle liquidity needs falls to a level where near term distributions (over the
following three months or less) cannot be met and no contributions are anticipated, the investment
consultant may recommend to the Authority to rebalance the trust to its appropriate targets and ranges.

When the investment consultant is notified of new contributions by the Trust custodian, the investment
consultant will review the Trust allocation and recommend to the Authority to fill the liquidity
allocation first and the remaining investment allocations last.

Risk Tolerances

The Authority recognizes that the objectives of the Trust cannot be achieved without incurring a certain
amount of principal volatility. The Trust will be managed in a style that seeks to minimize principal
fluctuations over the established time horizon and that is consistent with the Trust's stated objectives.

Performance Expectations
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Over the long-term, a rolling five year period, the investment objectives for this portfolio shall be to
achieve an average total annual rate of return that is equal to or greater than the Plan’s stated 7%
actuarial assumption. The Authority acknowledges that actual returns may vary significantly from
these targets on a year to year basis.

Selection of Investment Managers

The Authority, with the assistance of its independent investment consultant, shall select appropriate
investment managers to manage the assets of the Trust. Managers must meet the following criteria:

 The investment manager must be a bank, insurance company, or investment adviser as defined by
the Investment Advisers Act of 1940.

 The investment manager must provide CFA Institute (Formerly Association for Investment
Management and Research) compliant historical quarterly performance numbers calculated on a
time-weighted basis, based on a composite of all fully discretionary accounts of similar investment
style and reported gross of fees.

 The investment manager must provide detailed information on history of the firm, key personnel,
key clients, fee schedule (including most favored nation clauses), and support personnel. This
information can be a copy of a recent Request for Proposal (RFP) completed by the manager.

 The investment manager must clearly articulate the investment strategy that will be followed and
document that the strategy has been successfully adhered to over time.

Guidelines for Portfolio Holdings

Equities

Investment in common and preferred stocks shall be limited to securities of domestic (corporations
incorporated in the United States) or foreign corporations listed on the New York Stock Exchange,
American Stock Exchange, National Association of Securities Dealers Automated Quotation system or
other globally recognized exchanges. Investments in American Depository Receipts and publicly traded
Real Estate Investment Trusts are also permitted. Investments in non-dollar denominated equities are
prohibited.

Domestic Equity - Not more than 5% of the total stock portfolio valued at market may be invested in
the common stock of any one corporation. Ownership of the shares of one company shall not exceed
two (2%) percent of those outstanding. No individual “sector”, as defined by the Global Industry
Classification Standard (GICS®), shall exceed the greater of 20% of stock valued at market or 125% of
the benchmark allocation. Other than these constraints, there are no quantitative guidelines suggested
as to issues, industry or individual security diversification. However, prudent diversification standards
should be developed and maintained by the investment manager(s).
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In order to maintain an effective money management structure that is style neutral, the large
capitalization growth equity portion of the investment portfolio shall not exceed the large capitalization
value equity portion of the portfolio by more than a two-to-one ratio. Conversely, value shall not
exceed growth by the same ratio. This same relationship should be followed for the portfolio’s small
capitalization equity investment managers as well.

International Equities - Not more than 5% of the total equity portfolio valued at market may be
invested in the common equity of any one corporation. Ownership of the shares of one company shall
not exceed 2% of those outstanding. No individual “sector”, as defined by GICS, shall exceed the
greater of 20% of equity valued at market or 125% of the benchmark allocation. The overall non-U.S.
equity allocation should include a diverse global mix that is comprised of the equity of companies from
multiple regions and sectors. The emerging markets exposure, as defined by Morgan Stanley Capital
International Inc. (“MSCI”), should be limited to 35% of the non-U.S. portion of the portfolio.

REIT

Equity real estate investment assets will be held only in diversified Pooled Vehicles, primarily holding
Real Estate Investment Trusts and servicing companies.

Fixed Income

Fixed income investments shall generally be high quality, marketable securities with a preponderance
of the investments in (1) U.S. Treasury, federal agencies and U.S. Government guaranteed obligations,
(2) investment grade municipal issues, 3) domestic or international investment grade corporate issues
including convertibles, and 4) international sovereign debt. Additional investment is allowable in the
high yield sector (credit rating below BBB-) where diversification against domestic interest rate
changes is warranted and/or the yield spread adequately compensates for the additional risk.

Fixed income securities of any one issuer shall not exceed 5% of the total bond portfolio at time of
purchase. This does not apply to issues of the U.S. Treasury or other Federal Agencies.

The overall rating of the fixed income assets shall be at least "A", according to one of the three rating
agencies (Fitch, Moody's or Standard & Poor's). In cases where the yield spread adequately
compensates for additional risk, securities where two of the three rating agencies (Fitch, Moody’s or
Standard & Poor’s) have assigned ratings of Baa3 or BBB- ratings or below (high yield), can be
purchased up to a maximum of 20% of total market value of fixed income securities.

Active bond management is encouraged and may require transactions that will temporarily lower the
return or change the maturity of the portfolio in anticipation of market changes. Holdings of individual
securities should be liquid so as not to incur unnecessary transaction costs.
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Cash Equivalents

Cash equivalent reserves shall consist of cash instruments having a quality rating of A-1, P-1 or higher,
as established by Moody’s or Standard & Poor’s. Bankers’ acceptances, certificates of deposit and
savings accounts must be made of United States banks or financial institutions, or foreign branches of
United States banks, or United States branches of foreign banks, which are federally insured with
unrestricted capital of at least $50 million. Short-term corporate obligations must be rated A or better
by Fitch, Moody’s or Standard & Poor’s.

Pooled Vehicles

The diversification restrictions for individual stocks and fixed income securities purchased and held in
the total portfolio shall not apply to similar investment instruments held in a commingled fund or a
SEC registered mutual fund specifically approved by the Authority. Every effort shall be made, to the
extent practical, prudent and appropriate, to select commingled funds and/or mutual funds that have
investment objectives and policies that are consistent with this Policy. However, given the nature of
commingled funds and mutual funds, it is recognized that there may be deviations between this Policy
and the objectives of these pooled vehicles. Any commingled fund(s) and/or mutual fund(s) approved
by the Authority shall first be reviewed and recommended by the Authority’s independent investment
consultant and shall be eligible for inclusion in the total portfolio as long as it is in compliance with the
Investment Company Act of 1940’s diversification requirement.

Prohibited Securities

The following securities and transactions are not authorized and shall not be purchased: letter stock and
other unregistered securities, commodities or commodity contracts, short sales, margin transactions,
private placements (with the exception of Rule 144A securities); derivatives, options or futures for the
purpose of portfolio leveraging are also prohibited. Neither real estate equity nor natural resource
properties such as oil, gas or timber may be held except by purchase of publicly traded securities or
pooled investment vehicles. The purchase of collectibles is also prohibited.

Safekeeping

All securities shall be held by a custodian appointed by the Authority for safekeeping. The custodian
shall produce statements at least quarterly listing the name and value of all assets held, and the dates
and nature of all transactions. Assets of the Trust held as liquidity or investment reserves shall, at all
times, be invested in interest-bearing accounts.
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Control Procedures

Independent Investment Consultant

The Authority will appoint a consultant to assist them in the investment process and maintaining their
compliance to this Policy. The investment consultant must be independent and registered in good
standing with the Securities and Exchange Commission.

Review of Investment Objectives

The independent investment consultant shall review annually the appropriateness of the Policy for
achieving the Trust’s stated objectives. It is not expected that the Policy will change frequently. In
particular, short-term changes in the financial markets should not require an adjustment in the
investment policy.

Review of Investment Performance

The independent investment consultant shall report on a quarterly basis to the Authority to review the
total Trust investment performance. In addition, the independent investment consultant will be
responsible for keeping the Authority advised of any material change in all investment managers’
personnel, investment strategy, and other pertinent information potentially affecting performance of all
investments.

The independent investment consultant shall compare the investment results on a quarterly basis to
appropriate benchmarks, as well as market index returns in both equity and debt markets. Examples of
benchmarks and indexes that will be used include the S&P 500 Index for large cap equities, Russell
2000 Index for small cap equities, MSCI Europe, Australia, and Far East Index (EAFE) for
international equities, Barclay’s Capital Aggregate Bond Index for fixed income securities, and the
U.S. 91 Day T-Bill Index for cash equivalents.

Voting of Proxies

Voting of proxy ballots shall be for the exclusive benefit of the Trust. Unless the Authority provides
information on how to vote a proxy, the investment managers shall vote the proxies in accordance with
this policy on all shareholder issues. Proxies must be intelligently voted in a manner that best serves
the interest of the participants and beneficiaries of the Trust. Where the Authority has retained an
investment manager(s), the Authority will delegate to the investment manager(s) the authority to vote
the proxies. The Authority delegates this authority subject to the understanding that the investment
manager(s) in voting the proxies will consider only those factors that may affect the value of the
Trust’s investment and not subordinate the interests of the participants and beneficiaries to unrelated
objectives. The Authority will, in addition to monitoring the investment manager(s) with respect to the
management of Trust assets, monitor the decisions made and actions taken with regard to proxy voting
decisions. The Authority will require the investment manager(s) to maintain accurate records as to
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proxy voting and report annually to the Authority a summary of all proxy voting decisions made by the
investment manager(s) on behalf of the Trust. Investment manager(s) are prohibited from abstaining in
voting proxies. Investment manager(s) are expected to be aware of corporate provisions that may
adversely affect stockholdings, including but not limited to “golden parachutes,” “super majorities,”
“poison pills,” “fair price” provisions, staggered boards of directors, and other tactics. Proxies should
be vigorously voted with the interest of preserving or enhancing the security’s value.

The investment manager(s) of a commingled trust or mutual fund that holds the assets of the Trust
along with assets of other funds with conflicting proxy voting policies must reconcile the conflicting
policies to the extent possible, and, if necessary, to the extent legally permissible, vote the proxies to
reflect the policies in proportion to each fund’s interest in the pooled fund.

Execution of Security Trades

The Authority expects that the purchase and sale of all Trust securities shall be made in a manner
designed to receive the combination of best price and execution. All transactions are to be governed by
negotiation to achieve “best execution” (best price net of commissions). The lowest commission rate
need not mean “best execution.” Firms which offer research services may be given preference as long
as the principle of “best realized price” and the investment manager(s)’s option to “pay up” for
research are compatible.

Adoption of Investment Policy Statement

This Policy is not immutable, but any changes or exceptions to it will be in writing and delivered to
each investment manager.

Approved by the Power Authority of the State of New York:

Title

Date
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Background

The Power Authority of the State of New York (the “Authority”) has established a Trust fund, known
as the Power Authority of the State of New York Other Post-Employment Benefits Trust (the “Trust”).
This Trust provides medical, prescription drug, life and other long-term benefits for those employees
who meet the age and service requirements outlined in Attachment A of the Trust Agreement. The
Trust consists of contributions from the Power Authority of the State of New York. The Power
Authority of the State of New York will oversee certain policies and procedures related to the operation
and administration of the Trust.

Purpose

The purpose of this Investment Policy Statement (the “Policy”) is to assist the Authority in effectively
supervising, monitoring and evaluating the investment of assets of the Trust. A thorough investment
program is defined throughout this document to achieve the following:

1. Document the Authority’s investment objectives, performance expectations and investment
guidelines for Trust assets.

2. Establish an appropriate investment strategy for managing all Trust assets, including an
investment time horizon, risk tolerance ranges and asset allocation. The goal of this
strategy is to provide sufficient diversification and overall return over the long-term time
horizon of the Trust.

3. Establish investment guidelines to control overall risk and liquidity, within the agreed upon
investment strategy.

4. Establish periodic performance reporting requirements that will effectively monitor
investment results and ensure that the investment policy is being followed.

5. Comply with all fiduciary, prudence, due diligence and legal requirements for Trust assets.

The Authority has arrived at this Policy through careful study of the returns and risks associated with
alternative investment strategies in relation to the current and projected liabilities of the Trust. This
Policy has been chosen as the most appropriate policy for achieving the financial objectives of the
Trust which are defined in the objectives of this Policy.
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Statement of Objectives

In defining the objectives of the Trust, the Authority has carefully reviewed its current and projected
financial obligations as well as the risk and return relationships included in various asset allocation
strategies. Based on these considerations, the Trust objectives are:

1. To invest assets of the Trust in a manner consistent with the fiduciary standards of State of
New York, namely: (a) all transactions undertaken must be for the sole interest of Trust
participants and their beneficiaries and to provide maximum benefits and defray reasonable
expenses in a prudent manner, and (b) assets are to be diversified in order to minimize the
impact of large losses in individual investments.

2. To provide for the funding and anticipated withdrawals on a continuing basis.

3. To conserve and enhance the capital value of the Trust in real terms through asset
appreciation and income generation, while maintaining a moderate investment risk profile.

4. To minimize principal fluctuations over the investment cycle (three to five years).

5. To achieve a long-term level of return commensurate with contemporary economic
conditions and equal to or exceeding the investment objective set forth in the policy.

While there can be no assurance that these objectives will be realized, the Authority believes that the
likelihood of their realization is reasonably high based upon this Policy.

Investment Guidelines

Time Horizon

The Trust’s objectives are based on a 20-year investment horizon so that interim fluctuations should be
viewed with appropriate perspective. The Authority has adopted a long-term investment horizon such
that the chances and duration of investment losses are carefully weighed against the long-term potential
for appreciation of assets.

Diversification

In general, the Trust will hold between 6 and 12 months of protected liquidity needs for benefit
payments and expenses in cash. The remaining assets will be invested.

Investments shall be diversified with the intent to minimize the risk of investment losses.
Consequently, the total portfolio will be constructed and maintained to provide prudent diversification
with regard to the concentration of holdings in individual issues, issuers, countries, governments or
industries.
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Asset Allocation

The Authority believes that to achieve the greatest likelihood of meeting Trust objectives and the best
balance between risk and return for optimal diversification, the Trust should allocate assets in
accordance with the targets for each asset class as follows:

Asset Class Asset Weightings
Range Target

Domestic Equity 37% - 47% 42%
International Equity 14% - 24% 19%
Other Equity 1% - 11% 6%
Fixed Income 25% - 35% 30%
Cash Equivalent 0% - 10% 3%

The investment managers shall have discretion to temporarily invest a portion of the assets in cash
reserves when they deem it appropriate. However, the managers will be evaluated against their peers
on the performance of the total funds under their direct management.

Rebalancing Philosophy

The asset allocation range established by this investment policy represents a long-term perspective. As
such, rapid unanticipated market shifts or changes in economic conditions may cause the asset mix to
fall outside the policy range. When these divergences occur, the investment consultant may
recommend to the Authority to rebalance the asset mix to its appropriate targets and ranges. Similarly,
if the cash requirement to handle liquidity needs falls to a level where near term distributions (over the
following three months or less) cannot be met and no contributions are anticipated, the investment
consultant may recommend to the Authority to rebalance the trust to its appropriate targets and ranges.

When the investment consultant is notified of new contributions by the Trust custodian, the investment
consultant will review the Trust allocation and recommend to the Authority to fill the liquidity
allocation first and the remaining investment allocations last.

Risk Tolerances

The Authority recognizes that the objectives of the Trust cannot be achieved without incurring a certain
amount of principal volatility. The Trust will be managed in a style that seeks to minimize principal
fluctuations over the established time horizon and that is consistent with the Trust's stated objectives.
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Performance Expectations

Over the long-term, a rolling five year period, the investment objectives for this portfolio shall be to
achieve an average total annual rate of return that is equal to or greater than the Plan’s stated 7%
actuarial assumption. The Authority acknowledges that actual returns may vary significantly from
these targets on a year to year basis.

Selection of Investment Managers

The Authority, with the assistance of its independent investment consultant, shall select appropriate
investment managers to manage the assets of the Trust. Managers must meet the following criteria:

 The investment manager must be a bank, insurance company, or investment adviser as defined by
the Investment Advisers Act of 1940.

 The investment manager must provide CFA Institute (Formerly Association for Investment
Management and Research) compliant historical quarterly performance numbers calculated on a
time-weighted basis, based on a composite of all fully discretionary accounts of similar investment
style and reported gross of fees.

 The investment manager must provide detailed information on history of the firm, key personnel,
key clients, fee schedule (including most favored nation clauses), and support personnel. This
information can be a copy of a recent Request for Proposal (RFP) completed by the manager.

 The investment manager must clearly articulate the investment strategy that will be followed and
document that the strategy has been successfully adhered to over time.

Guidelines for Portfolio Holdings

Equities

Investment in common and preferred stocks shall be limited to securities of domestic (corporations
incorporated in the United States) or foreign corporations listed on the New York Stock Exchange,
American Stock Exchange, National Association of Securities Dealers Automated Quotation system or
other globally recognized exchanges. Investments in American Depository Receipts and publicly traded
Real Estate Investment Trusts are also permitted. Investments in non-dollar denominated equities are
prohibited.

Domestic Equity - Not more than 5% of the total stock portfolio valued at market may be invested in
the common stock of any one corporation. Ownership of the shares of one company shall not exceed
two (2%) percent of those outstanding. No individual “sector”, as defined by the Global Industry
Classification Standard (GICS®), shall exceed the greater of 20% of stock valued at market or 125% of
the benchmark allocation. Other than these constraints, there are no quantitative guidelines suggested
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as to issues, industry or individual security diversification. However, prudent diversification standards
should be developed and maintained by the investment manager(s).

In order to maintain an effective money management structure that is style neutral, the large
capitalization growth equity portion of the investment portfolio shall not exceed the large capitalization
value equity portion of the portfolio by more than a two-to-one ratio. Conversely, value shall not
exceed growth by the same ratio. This same relationship should be followed for the portfolio’s small
capitalization equity investment managers as well.

International Equities - Not more than 5% of the total equity portfolio valued at market may be
invested in the common equity of any one corporation. Ownership of the shares of one company shall
not exceed 2% of those outstanding. No individual “sector”, as defined by GICS, shall exceed the
greater of 20% of equity valued at market or 125% of the benchmark allocation. The overall non-U.S.
equity allocation should include a diverse global mix that is comprised of the equity of companies from
multiple regions and sectors. The emerging markets exposure, as defined by Morgan Stanley Capital
International Inc. (“MSCI”), should be limited to 35% of the non-U.S. portion of the portfolio.

REIT

Equity real estate investment assets will be held only in diversified Pooled Vehicles, primarily holding
Real Estate Investment Trusts and servicing companies.

Fixed Income

Fixed income investments shall generally be high quality, marketable securities with a preponderance
of the investments in (1) U.S. Treasury, federal agencies and U.S. Government guaranteed obligations,
(2) investment grade municipal issues, 3) domestic or international investment grade corporate issues
including convertibles, and 4) international sovereign debt. Additional investment is allowable in the
high yield sector (credit rating below BBB-) where diversification against domestic interest rate
changes is warranted and/or the yield spread adequately compensates for the additional risk.

Fixed income securities of any one issuer shall not exceed 5% of the total bond portfolio at time of
purchase. This does not apply to issues of the U.S. Treasury or other Federal Agencies.

The overall rating of the fixed income assets shall be at least "A", according to one of the three rating
agencies (Fitch, Moody's or Standard & Poor's). In cases where the yield spread adequately
compensates for additional risk, securities where two of the three rating agencies (Fitch, Moody’s or
Standard & Poor’s) have assigned ratings of Baa3 or BBB- ratings or below (high yield), can be
purchased up to a maximum of 20% of total market value of fixed income securities.



8

Active bond management is encouraged and may require transactions that will temporarily lower the
return or change the maturity of the portfolio in anticipation of market changes. Holdings of individual
securities should be liquid so as not to incur unnecessary transaction costs.

Cash Equivalents

Cash equivalent reserves shall consist of cash instruments having a quality rating of A-1, P-1 or higher,
as established by Moody’s or Standard & Poor’s. Bankers’ acceptances, certificates of deposit and
savings accounts must be made of United States banks or financial institutions, or foreign branches of
United States banks, or United States branches of foreign banks, which are federally insured with
unrestricted capital of at least $50 million. Short-term corporate obligations must be rated A or better
by Fitch, Moody’s or Standard & Poor’s.

Pooled Vehicles

The diversification restrictions for individual stocks and fixed income securities purchased and held in
the total portfolio shall not apply to similar investment instruments held in a commingled fund or a
SEC registered mutual fund specifically approved by the Authority. Every effort shall be made, to the
extent practical, prudent and appropriate, to select commingled funds and/or mutual funds that have
investment objectives and policies that are consistent with this Policy. However, given the nature of
commingled funds and mutual funds, it is recognized that there may be deviations between this Policy
and the objectives of these pooled vehicles. Any commingled fund(s) and/or mutual fund(s) approved
by the Authority shall first be reviewed and recommended by the Authority’s independent investment
consultant and shall be eligible for inclusion in the total portfolio as long as it is in compliance with the
Investment Company Act of 1940’s diversification requirement.

Prohibited Securities

The following securities and transactions are not authorized and shall not be purchased: letter stock and
other unregistered securities, commodities or commodity contracts, short sales, margin transactions,
private placements (with the exception of Rule 144A securities); derivatives, options or futures for the
purpose of portfolio leveraging are also prohibited. Neither real estate equity nor natural resource
properties such as oil, gas or timber may be held except by purchase of publicly traded securities or
pooled investment vehicles. The purchase of collectibles is also prohibited.

Safekeeping

All securities shall be held by a custodian appointed by the Authority for safekeeping. The custodian
shall produce statements at least quarterly listing the name and value of all assets held, and the dates
and nature of all transactions. Assets of the Trust held as liquidity or investment reserves shall, at all
times, be invested in interest-bearing accounts.
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Control Procedures

Independent Investment Consultant

The Authority will appoint a consultant to assist them in the investment process and maintaining their
compliance to this Policy. The investment consultant must be independent and registered in good
standing with the Securities and Exchange Commission.

Review of Investment Objectives

The independent investment consultant shall review annually the appropriateness of the Policy for
achieving the Trust’s stated objectives. It is not expected that the Policy will change frequently. In
particular, short-term changes in the financial markets should not require an adjustment in the
investment policy.

Review of Investment Performance

The independent investment consultant shall report on a quarterly basis to the Authority to review the
total Trust investment performance. In addition, the independent investment consultant will be
responsible for keeping the Authority advised of any material change in all investment managers’
personnel, investment strategy, and other pertinent information potentially affecting performance of all
investments.

The independent investment consultant shall compare the investment results on a quarterly basis to
appropriate benchmarks, as well as market index returns in both equity and debt markets. Examples of
benchmarks and indexes that will be used include the S&P 500 Index for large cap equities, Russell
2000 Index for small cap equities, MSCI Europe, Australia, and Far East Index (EAFE) for
international equities, Barclay’s Capital Aggregate Bond Index for fixed income securities, and the
U.S. 91 Day T-Bill Index for cash equivalents.

Voting of Proxies

Voting of proxy ballots shall be for the exclusive benefit of the Trust. Unless the Authority provides
information on how to vote a proxy, the investment managers shall vote the proxies in accordance with
this policy on all shareholder issues. Proxies must be intelligently voted in a manner that best serves
the interest of the participants and beneficiaries of the Trust. Where the Authority has retained an
investment manager(s), the Authority will delegate to the investment manager(s) the authority to vote
the proxies. The Authority delegates this authority subject to the understanding that the investment
manager(s) in voting the proxies will consider only those factors that may affect the value of the
Trust’s investment and not subordinate the interests of the participants and beneficiaries to unrelated
objectives. The Authority will, in addition to monitoring the investment manager(s) with respect to the
management of Trust assets, monitor the decisions made and actions taken with regard to proxy voting
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decisions. The Authority will require the investment manager(s) to maintain accurate records as to
proxy voting and report annually to the Authority a summary of all proxy voting decisions made by the
investment manager(s) on behalf of the Trust. Investment manager(s) are prohibited from abstaining in
voting proxies. Investment manager(s) are expected to be aware of corporate provisions that may
adversely affect stockholdings, including but not limited to “golden parachutes,” “super majorities,”
“poison pills,” “fair price” provisions, staggered boards of directors, and other tactics. Proxies should
be vigorously voted with the interest of preserving or enhancing the security’s value.

The investment manager(s) of a commingled trust or mutual fund that holds the assets of the Trust
along with assets of other funds with conflicting proxy voting policies must reconcile the conflicting
policies to the extent possible, and, if necessary, to the extent legally permissible, vote the proxies to
reflect the policies in proportion to each fund’s interest in the pooled fund.

Execution of Security Trades

The Authority expects that the purchase and sale of all Trust securities shall be made in a manner
designed to receive the combination of best price and execution. All transactions are to be governed by
negotiation to achieve “best execution” (best price net of commissions). The lowest commission rate
need not mean “best execution.” Firms which offer research services may be given preference as long
as the principle of “best realized price” and the investment manager(s)’s option to “pay up” for
research are compatible.

Adoption of Investment Policy Statement

This Policy is not immutable, but any changes or exceptions to it will be in writing and delivered to
each investment manager.

Approved by the Power Authority of the State of New York:

Title

Date
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