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ELEANOR STEIN, Adm nistrative Law Judge:
. I NTRODUCTI ON AND BACKGROUND

The earth's warm ng during the twentieth century is the
greatest in the past mllennium and the 1990s were possibly the
war nest decade in a thousand years. This extrene clinmate change
i s producing catastrophic stornms, glacial nelt, ocean warm ng,
and species extinctions. Caused by human industrial activity --
t he rel ease and concentration of greenhouse gases, predom nantly
carbon dioxide (CQO) in the earth's atnosphere -- this trend wll
not easily be reversed.' The generation of electricity from
fossil fuel is a major contributor. |In addition to the
environnental effects, the stability and security of fossil fuel
supplies are conprom sed by steep fluctuations in price and
uncertainties of supply for a resource that is overwhel mngly
i mport ed.

Growi ng probl ens associated with em ssion of greenhouse
gases, other environnmental costs, energy security and

! Center for Clean Air Policy, In Collaboration with the New York
G eenhouse Gas Task Force, Recommendations to Governor Patak
for Reducing New York State G eenhouse Gas Em ssions (Apri
2003) (GHG Report), p.4. The New York State G eenhouse Gas Task
Force was fornmed by Governor Pataki in June 2001 to reconmend
policies to reduce the State’' s greenhouse gas em ssions. The
Center for Clean Air Policy analyzed options and, in this final
report, recomrended strategies for the State Energy Plan to the
New York State Energy Planning Board. Pursuant to State
Adm ni strative Procedure Act 8202, administrative or judicial
notice is taken of the general information contained in this
and ot her conparable reports produced under governnment aegis.
In accord with these data is the U S. Environnental Protection
Agency, Cimate Change and New York (publication EPA 230-F-97-
0088ff) (1997) (EPA New YorKk).
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i ndependence, and diversity of supply all call for renedial
neasur es.

A. Environnental Costs of Fossil Fuel Dependence

Post-Industrial Revolution fossil fuel and | and use has
resulted in an escal ati on of em ssions of carbon dioxide (CQO) to
31 percent higher than previous eras. Governnent estinmates are
that in the past century tenperatures in Al bany, New York, have
i ncreased by nore than one degree Fahrenheit and precipitation
t hroughout the State has increased as much as 20 percent.
Projections for the next one hundred years range froma rise of
two to eight degrees in tenperature and 10-20 percent increase in
precipitation.?

The tenperature of the planet has increased one degree
in the last century and consensus is a likely five-degree
tenperature rise by the end of the 21st century. This neans that
by md-century the earth's tenperature will be the highest in 50
mllion years; it neans the earth's tenperature will be rising at
arate ten tinmes faster than at any tine since the end of the
| ast ice age. Recent studies also predict anthropogenic climte
change coul d act as a mmj or cause of species extinctions in the
near future.’ Reductions in fossil fuel use are essentia
to at |least stabilize at the current |evel of disruption. Yet,
by 2000, the U.S. produced 15 percent nore CO than it did in
1990. It is in this context that the schedul e and costs of an RPS
program are revi ened.

B. Lack of Energy | ndependence

As the Draft Generic Environnental |npact Statenent
(DCGEI'S) notes, dependence on a |limted nunber of energy resources
can lead to greater potential for fuel supply interruptions and
greater price volatility which, in consequence, can ultimtely

affect energy and econonic security.?

2 EPA New York, p. 1.
® Nature, 427, 107-109, 145-148 (January 8, 2004).

“Draft GEI'S, pp. 10-14 (April 8, 2004); at
http://ww. dps. state. ny. us/03e0188. ht m
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According to the 2002 New York State Energy Pl an
"[a]l nost all of the new generation proposed to be built in New
York State is to be fired with natural gas."® As the New York
| ndependent System Operator (NYI SO stated, a phenonmenon "within
the last 10 years is al nbst every negawatt we've added has been
natural gas and al nost every negawatt proposed has been natural
gas."® Recent natural gas price surges fuel concern about the
State's reliance on this commodity.’ Price instability and
unpredi ctability, dependence upon sources outside New York and
outside the United States, and resulting concerns about the
security of the energy supply, are anong the serious concerns
about New York's increasing reliance on natural gas generation.

New York State's record in containing fossil fuel use
is laudable. New York State’s energy related CO em ssions
decreased in 2001 to 5.3 percent below 1990 | evels. Finding that
"the generation and use of energy has a significant inpact on the
environment, contributing to em ssions of sulfur dioxide,
ni trogen oxi des, greenhouse gases and pollutants,” in Executive
Order 111 Covernor George Pataki established energy efficiency
goal s and practices for State agencies.®

However, New York has nore to do.’ By itself, the
mar ket has not created, and is unlikely to create, significant
new renewabl e generation capacity in New York. The proportion of
the State's electricity generation fromrenewabl es decreased from
approximately 29 percent in 1963, to 22 percent in 1979, to
approxi mately 19 percent.™

® 2002 State Energy Plan 3-104.
Conf erence Concerning Reliability, Tr. 74.

’ On December 17, 2003, Public Service Conmi ssion Chairman
WlliamM Flynn called for an investigation into the recent
spi ke in natural gas prices.

® Executive Order 111 (signed June 10, 2001).

® NYSERDA, Patterns and Trends, New York State Energy Profiles:
1987- 2001 (Decenber 2002), Figure 2.1 (New York State Energy-
Rel ated CO2 Eni ssions, 1987-2001), p. 13.

U S DOE/EIA, Electric Power Annual, "New York State Tota
El ectric Generation by Type of Fuel, 1960-2001"
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C. A New York Renewable Portfolio Standard

A renewabl e portfolio standard (RPS) is an increasingly
accepted neans of increasing the proportion of non-fossil fuel
electricity purchases in a given jurisdiction. An RPS places a
requi renent upon retail electric suppliers to supply a designated
portion of their retail load with eligible sources of renewabl e
energy. Frequently an RPS includes a market-based system of
tradabl e renewabl e energy credits as a conpliance nechanism To
date, 13 states have commenced RPS processes: Mine,
Massachusetts, Connecticut, New Jersey, Wsconsin, Pennsylvani a,
M nnesota, |owa, Texas, Nevada, California, Arizona, and New
Mexi co.™ Conparable prograns are in place in the United Ki ngdom
Denmar k, Gernmany, the Netherlands, and Japan.™

The additional new renewable electricity generation is
expected to result in the displacenent of sone existing
generation supplies. Changes in generation resources in 2013 due
to inplenentation of the RPS are expected to result in the
di spl acenent of over six mllion nmegawatt hours of electric
energy derived from non-renewabl es. That change, creating
greater diversity in the State's electric energy supply
portfolio, will likely reduce the exposure to whol esale oil and
natural gas price spikes and supply interruptions, thereby
increasing the security of the State's electric energy supply.

The creation of an RPS in New York has | ong been in the
maki ng. The devel opnent of additional renewabl e energy sources
for commercial generation of electric power is an explicit and
mat ure energy policy objective of New York State. The 2002 State
Energy Plan (June 2002) warned of the dangers of New York's
fossil fuel dependency: the State's primary sources of energy
are inported from abroad, have significant |ong-term

" Ryan Wser, Design and | nplenmentation Experience with State RPS
Policies, Forum Presentation (April 2003).

2 Richard Ottinger, Rebecca WIIlianms, 2002 Energy Law Synmposi um
Renewabl e Energy Sources for Devel opment, 32 Envtl. L. 331, 350
(Spring 2002).

- 4 -
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environnental effects, and ultinmately face depletion.®® Over 150
parti es have | abored for over a year with the assi stance of

consul tants experienced in these parallel efforts, to collaborate
on sone issues and anal yze nmany nore.

It isin this context that the Public Service
Comm ssion instituted this proceedi ng.

On February 19, 2003, the Comm ssion comrenced this
proceedi ng, establishing the working target that 25 percent of
the energy retailed in New York State woul d be generated from
renewabl e resources. The Conmission identified the problens to
be addressed as these: the effects on our climate of fossil-
fired generation, the security inplication of inporting nuch of
the fuel needed to supply New York's electricity needs, the
danger of price volatility and supply disruption resulting from
the finite well of natural gas and other fossil fuels, and the
i nportance of econom c devel opnent benefits fromthe
encour agenent of renewabl e resource growh. The Conm ssion
instituted this proceeding to explore and devel op a renewabl e
portfolio standard (RPS), a state programto increase the
proportion of renewable generation in a state's energy portfolio
t hrough mar ket - based nechani snms, such as placing a val ue upon the
renewabi lity itself — the renewable attribute — separate fromthe
val ue of the energy, and creating an attributes market.

Basi ¢ RPS design issues, including portfolio
procurenent design, eligible technol ogies, funding nechani sns,
targets and objectives, are ripe for Comm ssion determ nation.
Many ot her issues of concern to parties will, in any event, await
the inpl enentati on phase of this proceeding.

E. Procedural History

The Instituting Order established that the proceeding
shoul d commence with a collaborative effort to devel op and design
options for a renewable portfolio standard with the participation

3 State Energy Plan, 1-1.

14 Case 03-E-0188, Retail Renewable Portfolio Standard, Order
Instituting Proceeding (issued February 19, 2003) (Instituting
Order).

- 5 -



CASE 03-E-0188

of the market players, consuner advocates, the environnental
community, and other affected stakeholders. There are over 135
active parties participating in this proceeding. A collaborative
process grouped parties by shared interests, worked intensively
and with expert assistance, and identified
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and exam ned maj or design options. ™

In order to begin with a common vocabulary and to draw
upon the experience of the 13 other states that have already
instituted RPS programs, the proceeding opened with a two-day
Overview Forum, with presentations from experts provided by
parties on key issues, including: other states®™ experiences;
credit trading system choices; and characteristics of specific
resources that can be considered for RPS eligibility.?®

Parties were informed that this would be a
consultative process--that is, a legislative-type process that
i1s open and public. While consensus was sought and encouraged,
and on some limited issues achieved, no formal overall
settlement was reached.'’
F. The Col | aborative Process

On March 4, 2003, a procedural conference was held to
develop a framework and method for collaborative work on the
substantive and scheduling issues. On March 28, 2003, parties
filed preliminary comments on RPS scope, objectives, and design.

On May 29, 2003, a comment cycle was established,
providing for a workshop on cost/benefit study methodologies,

filing of cost studies, and initial and reply comments,

|'n the Instituting Order, the Conmission identified 14
threshold i ssues for comment, including eligibility, inports,
retail participants and procurenent nethods and targets, inpact
on conpetition, cost recovery, neeting high | oad area needs,
reliability inmpact, nonitoring, attribute trading, inpact on
and nodification of the Environmental D sclosure Label Program
green marketing progranms, and the System Benefits Charge (SBC)
renewabl e energy program These issues, with reponses, are
attached as Appendi x C.

The presentations as well as parties®™ filings, cost,
reliability and environmental impact studies, and Commission
documents, are available on the RPS case web site,
http://www.dps.state.ny.us/03e0188.htm.

16

" This public consultative process is not a formal settlenent

process under the Conmi ssion's regul ations, and therefore the
rules requiring confidentiality do not apply. See
16 NYCRR 3. 9.
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concluding on August 26, 2003. It was then contemplated that
the Draft Generic Environmental Impact Statement (DGEIS) would
be completed in July 2003.'® 0On June 25, 2003, following an
intensive collaborative effort by parties in five working
groups, parties were provided a general summary of the products
and discussions of the working groups.®

The Ruling Establishing Comment Procedures (issued
June 19, 2003), following the close of the collaborative
process, scheduled a preliminary off-the-record workshop on cost
and benefit methodologies; the workshop was held June 27, 2003.
At that workshop several parties, including Multiple Intervenors
and Joint Utilities, argued for more formal examination of
possible costs of an RPS and, in particular, for the retention
in New York of Robert Grace and his associates, consultants
responsible for a substantial portion of the cost work on the
RPS done in the New England states.

E. Studies in Costs, Benefits, and Reliability

Robert Grace and his team were retained by NYSERDA and
prepared a supply curve study that served as the basis for a
detailed cost study by DPS Staff, analyzing various models and
options for an RPS design In New York. On July 28, 2003, that
cost study, as well as a cost study, "Report of Initial Analysis
of Proposed New York RPS"™ prepared by ICF Consulting at the
behest of the Joint Utilities,® and a study, "Cleaner Air, Fuel
Diversity and High Quality Jobs: Reviewing Selected Potential

8 Letter to Active Parties (May 29, 2003).

¥ The worki ng groups addressed: 1) eligibility; 2) centra
procurenent; 3) individual conpliance; 4) credits and trading;
and 5) contract issues.

2 Joint Wilities consists of: Central Hudson Gas & Electric
Cor poration, Consolidated Edi son Conpany of New York, Inc., New
York State Electric & Gas Corporation, N agara Mhawk Power
Cor poration, Orange and Rockland Uilities, Inc., and Rochester
Gas and El ectric Corporation.

- 8 -
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Benefits of an RPS in New York State, prepared by Synapse Energy

Economics for The Renewable Energy Technology and Environmental
Coalition (RETEC), * were filed.

On July 21, 2003, a comment schedule was established
allowing initial comments on August 20 and reply comments on
August 29, 2003; Department of Public Service Staff (Staff),
Joint Utilities, Independent Power Producers of New York,
Reliant Energy, Multiple Intervenors, and the New York State
Consumer Protection Board moved to amend the schedule
substantially to fully assess competing cost and benefit
analyses, allow for development of a fuller record, and provide
opportunities for negotiation. The RETEC Coalition agreed to a
modest extension.

In addition, at the request of the parties, an
informational technical conference was held on August 13, 2003,
to facilitate questions and answers regarding the methods,
inputs and conclusions of the cost and benefit studies fTiled by
parties on July 28, 2003. Available for questioning and
discussion at that conference were the party proponents of the
three sets of cost and benefit studies (Staff, Joint Utilities
and RETEC) and the consultants responsible in whole or In part
for the preparation of those studies. Discussed, among other
themes, were the apparent discrepancies between the outcomes of
the Staff and Joint Utilities studies. Following this

2 RETEC is a coalition including the American Lung Association of
New York State; American Wnd Energy Association; Ctizens
Advi sory Panel; Community Energy; Fuel Cell Energy, Inc.;
Hudson River Sloop C earwater; Natural Resources Defense
Council; New York Lawyers for the Public Interest; New York
League of Conservation Voters; New York Public Interest
Research G oup; New York Renewabl e Energy Coalition; New York
Sol ar Energy Industries Association; Pace Energy Project; Plug
Power; PowerLight; Public Uility Law Project; Riverkeeper
Safe Alternatives for Energy Long Island; Scenic Hudson; Sierra
Club Atlantic Chapter; Solar Energy Industries Association;
Sust ai nabl e Energy Devel opnents, Inc; and Uni on of Concerned
Scienti sts.

-9 -
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conference, parties exchanged information requests and
responses, and updated and corrected their respective cost
studies.

Staff moved to postpone filing of responses to cost
and benefit studies, and initial and reply comments by two
months; RETEC objected to substantial delay. A comment schedule

was established,®” and a deadline of September 15, 2003 was set

2 For the purpose of analysis, parties' comments and positions
are grouped; whether or not explicitly cited, all parties’
comments have been thoroughly considered. Pursuant to the
comment schedule, initial comments (cited as "Comments") were
filed on Septenber 26, 2003 by 52 parties: AES-NY, LLC
Airtricity, Inc., Anerada Hess, The Business Council, Central
Hudson Gas & Electric, Gty of New York, ConEdison Sol utions,
Conservation Services Goup, Constellation New Energy, County
of Westchester, E-Cubed LLC, Enpire State Devel opnent, Enpire
State Forest Products Association, Energy Association of New
York State, The New York State Farm Bureau, G een Muntain
Energy, Hydro Quebec Energy Services, |ndependent Power
Producers of New York, Inc.(IPPNY), Integrated WAaste Services
Associ ation, Joint Uilities, KeySpan Corporation, Long Island
Power Authority, Low Inpact Hydro Institute, Municipal Electric
Utilities Association of New York State, Miultiple Intervenors
(M), National Energy Marketers Association, New York Attorney
General, New York City Council, New York Consuner Protection
Board, New York State Departnent of Environmental Conservation
New Yor k Departnent of Public Service Staff, New York
| ndependent System Operator (NYI SO, Nucor Steel Auburn, New
York Municipals (collectively the Village of Bergen, Village of
Freeport, Cty of Janestown Board of Public Uilities, Town of
Massena, Village of Rockville Centre, Sal amanca Board of Public
Uilities, Village of Sherburne, Cty of Sherrill Power & Light
and the Village of Solvay), New York Power Authority, New York
State Energy Research Devel opnent Authority, Ontario
| ndependent El ectricity Market Operator, Plug Power, Reliant
Resources, Inc., RETEC, Rupert Reverence, Ri dgewood Renewabl e
Power (Ri dgewood), Solar Energy Industries Association, Select
Energy New York, Inc., Small Custonmer Marketer Coalition, Snal
Hydro Facility Omers, Tannery Island (Hydro Power, Inc. and
Energy Enterprises, Inc.), Taylor Recycling, The Sierra C ub,
Under si gned Conpani es and Uni on of Concerned Scientists (G een
Mount ai n Energy Conpany, Anmerican Wnd Energy Associ ation,

Cl ean Energy Program Evol ution Markets, SeaWest W ndPower,
Inc., Atlantic Renewabl e Energy Corporation, Conservation
Services Group, US Energy Biogas Corporation, d obal Wnd
Harvest, Zil kha Renewabl e Energy), Utility Wrkers Union of
America, AFL-CIO and Locals 83, 97 and 503, Internationa
Br ot herhood of Electrical Wrkers. On Cctober 31, 2003, 29
parties filed reply comments: AES-NY, LLC, Anerada Hess,
- 10 -
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for motions seeking any additional hearings, process,
conferences or procedures.

On September 4, 2003, Tannery Island Power
Corporation, Hydro Power, Inc. and Energy Enterprises, Inc.
sought postponement of comments; MI, IPPNY and the Joint
utilities concurred; on September 8, 2003, the New York State
Reliability Council (NYSRC) sought a conference for
presentations by NYSRC and New York Independent System Operator
(NY1SO), and discussion on any reliability impacts to New York"s
power system that might result from the addition of substantial
amounts of intermittent resources. The on-the-record
reliability conference was held October 10, 2003; reply comments
were accordingly scheduled for October 31, 2003 so that parties
could include information gleaned from that record.

On September 15, 2003, Joint Utilities, MI, Tannery
Island and IPPNY moved for reserving completion of the
recommended decision until after further cost and reliability
studies; MI requested an on-the-record opportunity to test
modifications to the Staff cost study, specifically corrections
as to two calculations: net present value and Installed Capacity
(1CAP). Foreseeing that parties would request further

Ant ares G oup, The Business Council, Central Hudson Gas &
Electric, Constellation New Energy, County of Westchester
Ener gy Managenent, Inc., The New York Farm Bureau, Hydro-Quebec
Energy Services, |ndependent Power Producers of New York, Inc.,
| nt egrated Waste Services Association, Joint Uilities, KeySpan
Cor poration, Municipal Electric Uilities Association, Miltiple
I ntervenors, New York State Department of Public Service Staff,
New Yor k | ndependent System Qperator, Nucor Steel Auburn, New
York Municipals (Village of Bergen, Village of Freeport, Gty
of Jamestown Board of Public Utilities, Town of Mssena,
Village of Rockville Centre, Sal amanca Board of Public
Uilities, Village of Sherburne, Cty of Sherrill Power & Light
and the Village of Solvay), New York Power Authority, New York
State Energy Research Devel opment Authority, RETEC, Ri dgewood,
Sterling Planet, Strategic Energy LLC, Tannery Island (Hydro
Power, Inc. and Energy Enterprises, Inc.), Taylor Recycling,
and Utility Workers Union of America, AFL-CIO and Locals 83, 97
and 503, International Brotherhood of Electrical Wrkers.

- 11 -
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opportunity to examine the next cost study iteration, to be
contained in the Draft Generic Environmental Impact Statement
(DGEIS), an October 21 Further Ruling on Procedure granted the
request in part.

On November 3, 2003, Staff moved to amend the schedule
so as to hold a technical conference on cost studies in the
first two weeks of December, to be followed by the filing of one
round of comments, no more than two weeks later, on the issues
addressed at the technical conference.

Two motions sought modification of aspects of the
October 21, 2003 Further Ruling on Procedure.® Movants agreed,
although for somewhat different reasons, that parties should
have an additional opportunity to examine, at an on-the-record
technical conference and in supplemental comments, further
iterations of the cost studies, prior to the completion of a
Recommended Decision. In addition, some parties asserted the
need for consideration of not only the first but the final phase
of the NYSERDA/NYISO report of the effects of integrating wind
power on transmission system planning, reliability and
operations.

On November 5, 2003, IPPNY, Energy Association of New
York State, The Business Council, Municipal Electric Utility
Association, Ml, Utility Workers of America, Local 1-2 and
International Brotherhood of Electrical Workers, Locals 83, 97,
and 503 (Joint Movants) moved for clarification and
reconsideration of the October 21, 2003 Ruling, asserting the
ruling erroneously found that the Public Service Commission
would have a full record on costs and reliability impacts under
the current procedures and proposing that a recommended decision
should not issue until after the completion of both phases of

the reliability study; revision by Staff of its cost study to

23 Further Ruling on Procedure (issued Qctober 21, 2003).
- 12 -
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recognize any cost consequences of the reliability study; and an
opportunity for parties to analyze and comment on those two
studies.

On February 2, 2004, follow ng a January 2004 briefing
to all parties on a draft study, the report titled "The Effects
of Integrating Wnd Power on Transm ssion System Pl anni ng,
Reliability, and Operations—Report on Phase 1: Prelimnary
Overall Reliability Assessnent” (the Phase 1 Reliability Report)
was issued. The report, conmm ssioned by the New York State
Ener gy Research and Devel opnment Authority (NYSERDA), was prepared
by GE Power Systens Energy Consulting. On March 8, 2004, a
techni cal conference was held with the report's preparers
responding to parties' questions. A 258-page transcript was
conpiled. Parties filed supplenmental comments on March 19, 2003
concerni ng substantive and procedural matters.? In addition, on
February 19, 2004 Staff rel eased Volune A of the New York
Renewabl e Portfolio Standard Cost Study Report |1 (Cost Study
I1); a slightly revised version was rel eased February 27, 2004.
On March 9, 2004, Volunme B was rel eased. An on-the-record
techni cal conference was held March 17-18, 2004, conpiling a
transcri pt of 442 pages, and parties then filed suppl enental
comment s concerning Cost Study Il on April 8, 2004.

1. SUMVARY OF OPTI ONS AND RECOMVENDATI ONS
Thi s Recormended Deci si on expl ores several options for
the design of the RPS. The first option (Option A) is an amal gam
of proposals offered in part by the Joint UWilities, in part by

M, and in part by other individual parties. Generally, this
option devel ops an RPS which extends the period to reach 25
percent renewabl es, includes the widest range of eligibility

% See Further Ruling Establishing Schedul es (issued March 10,
2004), pp. 3-4.
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that can be argued is consistent with the program s objectives,
and is designed to result in the | owest gross cost to consuners
in the short run

The second option (Option B) generally represents the
positions of the RETEC coalition and other environnental parties,
i ncluding the Arerican Wnd Energy Association. GCenerally, this
option starts the earliest, has the nbst aggressive targets,
assigns the | argest proportion of resources to devel opnent of
sol ar and fuel cell generation, and has the nost stringent
eligibility criteria.

The third option, Option C, bal ances the objectives,
shoul d provide sufficient incentives to encourage early renewabl e
generation devel opnment in New York, strikes a mddle ground on
eligibility consistent with public expectations of what benefits
are worth subsidizing, and is expected to have a cunul ative
i npact on custoners' bills of less than three percent over

current bills.®

A. Target and Qbjectives

The baseline, targets, and mlestones reflected in the
Cost Study Il, Prine Case, as nodified in Appendix Bto this
Recommended Deci si on, are recomrended. These recomendati ons
i mpl enent the Conmmission's nandate in the Instituting Order to
achieve at | east 25 percent renewabl es. Mdreover, based upon
forecasts of load growh, fossil fuel prices, and the State's
potential to attract devel opers of renewabl e generation, this
target shoul d be achi evabl e by 2013. However, in recognition of
t he vicissitudes of project devel opnent, site selection, fuel
prices, and the econony, the recommendation is that the
Comm ssion review the 2013 schedule in 2008 (the 2008 Review).
Wth nodifications to reflect parties' coments, the working

® These three options are detailed in the Reconmmended Deci si on
Cost Anal ysis, Appendix B. However, each issue is analyzed on
its own nerits.

- 14 -
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obj ectives are al so recormmended for adoption as Comm ssion

obj ecti ves. %
The reconmended targets to be reached from 2006 to 2013

are as foll ows:

% The six objectives detailed bel ow cover environnental
concerns; generation diversity for energy security; economc
benefits; equity, efficiency, and cost constraint; conpetitive
neutrality; and adm nistrative fairness and efficiency.

- 15 -
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Table 1

Incremental RPS Targets

RPS
Year Percentages
2006 0.94%
2007 1.92%
2008 2.87%
2009 3.81%
2010 4.74%
2011 5.67%
2012 6.58%
2013 7.50%
Table 2

Calculation of RPS Targets (MWh's)

SEP Executive Green Increment Total Renewables Incremental
Year Forecast Baseline  Order 111 Marketing Target Renewables Percentage Percentage
2003 160,480,000 31,159,134 0 0 0 31,159,134 19.42% 0
2004 162,844,000 31,405,565 0 0 0 31,405,565 19.29% 0
2005 165,280,000 31,411,462 251,065 274,953 0 31,937,479 19.32% 0
2006 167,490,000 31,417,358 283,192 274,953 1,577,518 33,553,020 20.03% 0.94%
2007 169,977,000 31,411,491 315,338 274,953 3,255,600 35,257,382 20.74% 1.92%
2008 172,404,000 31,405,624 347,505 274,953 4,956,086 36,984,168 21.45% 2.87%
2009 174,658,000 31,399,758 379,691 274,953 6,652,656 38,707,057 22.16% 3.81%
2010 176,910,000 31,393,891 411,897 274,953 8,380,737 40,461,478 22.87% 4.74%
2011 179,031,000 31,388,024 394,132 274,953 10,159,859 42,216,968 23.58% 5.67%
2012 180,907,000 31,382,158 376,366 274,953 11,909,571 43,943,047 24.29% 6.58%
2013 182,866,999 31,376,291 358,601 274,953 13,706,906 45,716,750 25.00% 7.50%

B. Eligibility

eligibility, a critica
i ncl ude sufficient
problens for siting sufficient
t he i nportance of encouragi ng new technol ogi es,
constraint of

gover nnent s,
considered was eligibility for the w dest possible range of

rate inpacts.
This issue generated far
opi ni on than any ot her,

Consi deration was given to severa
i ssue because of the inperative to
resources to achieve the target,
renewabl e generation in New York,
and the

from i ndi vi dual s,
environmental i sts and i ndustry.

16 -

approaches to

gi ven

nmore public concern and
town and city
One option
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resources: accepting, for exanple, any resource approved for
eligibility in another state consistent with New York | aw
Another was to restrict eligibility to the nost environnental |y
beneficial resources available. On balance, the reconmendati on
is to commence the RPS including specified resources and to
devel op procedures for inclusion of additional resources as they
devel op or inprove. Eligible resources reconmended® are
contained in the foll ow ng table:

Table 3

RPS Main Tier Eligible Electric Generation Sources
Categorization of Source Generation Type

General Requirements:

(1) To be eligible, the generation facility must have been developed after January 1, 2003,
except for certain existing very small hydroelectric facilities that qualify for inclusion on a
maintenance of renewable resource basis; and

(2) Eligibility is limited to the electricity sold in a retail sale made by a load serving entity to
a customer — self-generation is not eligible in the main tier.

Category Source Other Requirements
Biogas Landfill Gas
(Methane)

Reciprocating/Internal
Combustion Engine;
Simple Combustion
Turbine; Boiler Steam
Turbine Cycle;
Microturbine

Sewage Gas
(Methane)
Reciprocating/Internal
Combustion Engine;
Simple Combustion
Turbine; Boiler Steam
Turbine Cycle;
Microturbine

Manure Digestion If required to have a SPDES permit by NYSDEC
(Methane) regulations, a Concentrated Animal Feeding
Reciprocating/Internal | Operation (CAFO) providing the manure must have
Combustion Engine; and be in compliance with its current Agricultural
Simple Combustion Waste Management Plan (AWMP) developed by a
Turbine; Boiler Steam | duly qualified Agricultural Environmental

Turbine Cycle; Management (AEM) Planner and must be operating
Microturbine in compliance with a SPDES permit. If not required
to have a SPDES permit, the CAFO must be

?’ The DGEI S i ncl udes conprehensive definitions and anal yses of
t hese resources. Unless otherw se specified, those definitions
(contained in 86.2) are incorporated by reference.
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operating in compliance with the best management
practices for a facility of its size set forth in the
Principles and Water Quality Protection Standards
specified in the Agricultural Environmental
Management (AEM) Framework & Resource Guide
developed by the NYS Department of Agriculture and
Markets and the NYS Soil and Water Conservation
Committee.

Biomass (from
eligible sources
of unadulterated
biomass)*

*See definition
in Table 2.

Biomass Direct
Combustion — Boiler
Steam Turbine Cycle

Biomass Combined
Heat & Power Boiler
Steam Turbine Cycle

Biomass Co-fired with
existing Coal
Combustion — Boiler
Steam Turbine Cycle

Only the electricity generated from the biomass
portion of the fuel
is eligible.

Biomass Gasification
— Combined Cycle
Combustion Turbine

Biomass Powered
Pumped Storage for
Hydropower

Fuel Cells

Solid Oxide Fuel
Cells (SOFC)

Molten Carbonate
Fuel Cells (MCFC)

Proton Exchange
Membrane Cells
(PEM)

Phosphoric Acid Fuel
Cells (PAFC)

Hydroelectric

Hydroelectric
Upgrades

No new storage impoundment, eligibility limited to the
incremental production associated with the upgrade.

New Low-Impact
Run-of-River Hydro

Facility capacity limited to 30MWs or less with no new
storage impoundment.

Existing Very Small
Hydroelectric

On a maintenance of renewable resource basis,
limited to in-State facilities with facility capacity limited
to 10 MWs or less with expiring above-market energy
contracts consistent with the assumptions for such
contracts made in the NYRPS Cost Study Report Il
dated February 27, 2004.

Pumped Storage
Hydro Powered by
Eligible Hydro (listed
above)

Solar

Photovoltaics

Tidal

Tidal Turbine

Pneumatic Turbine

Ocean Wave Turbine

Pumped Storage
Hydro Powered by
Tidal

Wind

Wind Turbines

Pumped Storage
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Hydro Powered by
Wind

Table 4
Definition of Eligible Sources of Unadulterated Biomass

Eligible Sources of Unadulterated Biomass:

Agricultural Residue (woody or herbaceous)
Woody or herbaceous matter remaining after the harvesting of crops or the thinning or pruning of
orchard trees on agricultural lands.

Harvested Wood
Wood harvested during commercial harvesting. The supplier must have and be in compliance with a
current Forest Management Plan prepared by a professional forester that includes (a) standards and
guidelines for sustainable forest management that require adherence to management practices which
conserve biological diversity, maintain productive capacity of forest ecosystems, maintain forest
ecosystem health and vitality, and conserve and maintain soil and water resources; (b) a harvest plan
following production and harvest standards based on best management practices set forth in guides
developed, tested and peer reviewed for USDA and USDOE; (c) the monitoring of harvest operations
by a professional forester; (d) the reporting of harvest operations by a professional forester; and (e)
periodic inspections of harvesting operations by state authorities or approved non-governmental
forest certification bodies to assure that harvest operations conform to the standards.

Mill Residue Wood

Hogged bark, trim slabs, planer shavings, sawdust, sander dust and pulverized scraps from sawmills,
millworks and secondary wood products industries.

Pallet Waste
Uncontaminated wood collected from portable platforms used for storing or moving cargo or freight.

Refuse Derived Fuel
The source-separated, combustible, untreated and uncontaminated wood portion of municipal solid
waste or construction and demolition debris generally prepared by a densification process that results
in a uniformly sized, easy to handle fuel pellet, briquette, or fluff material.

Site Conversion Waste Wood
Wood harvested when forestland is cleared for the development of buildings, roads or other
improvements.

Silvicultural Waste Wood
Wood harvested during timber stand improvement and other forest management activities conducted
to improve the health and productivity of the forest. The supplier must have and be in compliance
with a current Forest Management Plan prepared by a professional forester that includes (a)
standards and guidelines for sustainable forest management that require adherence to management
practices which conserve biological diversity, maintain productive capacity of forest ecosystems,
maintain forest ecosystem health and vitality, and conserve and maintain soil and water resources;
(b) a harvest plan following production and harvest standards based on best management practices
set forth in guides developed, tested and peer reviewed for USDA and USDOE; (c) the monitoring of
harvest operations by a professional forester; (d) the reporting of harvest operations by a professional
forester; and (e) periodic inspections of harvesting operations by state authorities or approved non-
governmental forest certification bodies to assure that harvest operations conform to the standards.

Sustainable Yield Wood (woody or herbaceous)
Woody or herbaceous crops grown specifically for the purpose of being consumed as an energy
feedstock.

Urban Wood Waste

The source-separated, combustible, untreated and uncontaminated wood portion of municipal solid
waste or construction and demolition debris.

Thi s recommendati on excl udes coal gasification
(proposed by New York Power Authority), nuclear power (proposed
by N agara Mohawk Power Corporation), and conbi ned heat and power
units to the extent powered by natural gas, as outside any
applicable | egal or commbn usage neani ng of the word "renewable.”

- 19 -
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It excludes high-inpact hydropower projects (run-of-
river greater than 30 MM per facility or new i npoundnents). It
al so excl udes nunicipal solid waste incineration-based
generation, except insofar as that resource neets the criteria
for biomass, as inconsistent with the public expectation of what
a renewabl es prem um shoul d buy and inconpatible today with the
envi ronment al obj ectives of the RPS.

Generally, all eligible resources should be in one
tier, expected to provide the bulk of the increnmental negawatt
hours needed to reach 25 percent.

There should be two exceptions: a comrercialization or
new t echnol ogies SBC-like tier, for solar, small wind (up to 300
kW but expected to be generally approximately 10 kWin size), and
fuel cells, would receive incentive grants on a capacity, not
energy, basis, simlar to current NYSERDA prograns di sbursing the
System Benefits Charge but in addition to existing prograns. The
new t echnol ogi es tier should be targeted to provide two percent
of the increnmental renewable |oad. These resources are typically
sited by customers, rather than devel opers, are "behind the
neter," and are not susceptible to adm nistrative tracking as
| ar ge- scal e whol esal e transactions are. In addition, the high
capital costs of these cutting edge resources nmake up-front
grants a nore effective procurenent nethod than per kWh prem um
paynments realized over many years.

The ot her exception is a maintenance adjustnent to the
basel ine and increnental targets to protect very small hydropower
projects. This adjustnment would add 22,006 MM per year to the
incremental RPS target to offset the attrition of very snal
hydr opower (no nore than 10 MM per facility) that would likely
otherwi se be retired due to expiring above-market priced
contracts. Because this adjustnment is intended to of fset
attrition of the baseline, it does not add increnentally to the
satisfaction of the 25 percent target.

Finally, the recommendation is to continue refining
criteria, to provide a nechanismfor new technol ogies to apply,
and to consider the conplenentary role of future demand side
managenent initiatives to reduce overall |oad, thereby increasing

t he proportion of renewabl es.
- 20 -
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The adoption of these recomrendations will result in an
incremental percentage of 7.5 percent renewabl e resources by the
year 2013, representing an addition of 13.7 mllion MMs of
renewabl e resource generation.?® The quantity of renewable
resources reached through 2013, fromeach nain tier eligible
technol ogy and froman SBC-like tier, are illustrated in Tables 3
and 4.% The cunul ative cost of prenium paynents for renewabl es,
to achieve the recomended RPS design, will reach between $1.14
and $1.35 billion by 2013, dependi ng upon the pricing approach
chosen. However, these premuns wll be offset by reductions in
whol esal e energy costs, as New York reduces its reliance upon
fossil fuels, reaching an annual reduction of $137 million by
2013.* The net present value estimate (in 2003 dollars) of the
program ranges from $158 to $328 nillion.

Because of the persistently high price of natural gas,

in particular, the bill inpacts for the RPS are nodest if not
mnimal. For residential custoners, for the life of the program
cunmul ative bill inmpacts wll range froma reduction of 1.2

percent to an increase of 1.8 percent; for commercial custoners,
the sane years will see a range of a one percent reduction to a
2% increase; and for industrial consuners, reductions of two

percent to increases of 2.4 percent.®

% See Table 1, Incremental RPS Targets, and Table 2, Cal cul ation
of RPS Targets (MMs), Reconmended Deci sion Cost Anal ysis,
Appendi x B.

See Tables 3 and 4, Quantity of Renewabl e Resources Reached
Through 2013, and Quantity of SBC-Li ke Tier Renewabl e Resources
Through 2013, Recommended Deci si on Cost Anal ysis, Appendix B.

The nost recent forecast of the U S. Departnent of Energy,
Energy Information Adm nistration (DCE-ElIA), of average
wel | head prices for natural gas shows a |long-termupward shift
in natural gas prices fromprior forecasts through 2025. See
Annual Energy CQutl ook 2004, dated January 2004, at
http://ww. el a. doe. gov/ oi af / aeo/ .

29

30

% See Tabl es 5-13, Recommended Deci si on Cost Analysis, Appendi X

B. On May 11, 2004, the U. S. Senate passed a renewal of the

federal Production Tax Credit incentives for wi nd devel opers

and others until January 1, 2007 as part of the Junpstart Qur

Busi ness Strength Act; passage in the House of Representatives

is still required. To ensure the success of the New York RPS

bef ore passage of the Production Tax Credit, the reconmendation
- 21 -
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This RPS will result in substantial changes in New
York's fuel use for electric generation. The RPS should reduce,
in 2013, New York's generation using coal by 600,000 MM; using
oil by 730,000 MM, and using natural gas by 6,155, 000 M.
These reductions will have the effect of reducing air em ssions
statewi de by 2013 of NOx (6.9 percent); SO2 (5.9 percent); and
CO, (7.7 percent), with greater em ssion reductions in New York
City and Long Island.*

is toinstitute the programso as to provide that incentive,
until the Production Tax Credit is reauthorized, a
recommendation resulting in a mniml cost increase. RPS costs
with and without the federal Production Tax Credit were
nodel ed.

% See Tabl es 15-16, Recommended Deci si on Cost Anal ysis, Appendi x
B
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C. Timng

The Instituting Order can best be read to assune that
today's existing or baseline renewabl e resources need not,
generally, be offered further ratepayer price support to succeed.
An RPS is necessary, in fact, to pronote the devel opnent of
addi tional renewable resources for New York's retail energy
portfolio. Accordingly, the recommendation is that only new
resources devel oped after January 1, 2003, will be eligible for
the RPS. The exceptions to this general rule are for (1)wind: to
ensure the viability of the few existing wind projects, w nd
projects will be RPS-eligible regardl ess of when operations
commenced; and (2)certain very small hydropower facilities, 10
MAs per facility or |less, with above-market costs and expiring
above- market energy price contracts. RPS eligibility appears
necessary to ensure these facilities continue to operate and
preserve these renewabl e resources for New York's use.

As to the start date for the RPS, the recommendation is
that the program conpliance provisions conmence with the cal endar
year 2006

D. Overall Structure

The recommendation is that the RPS structure be a
hybrid of the proposals; that an optional or voluntary central
procurenent capability be devel oped by a State agency to offer
renewabl e procurenent via long-termcontracts if necessary, but
that | oad-serving entities should also be free to opt to procure
the requisite renewable |oad or certificates individually. A
| oad serving entity failing to acquire target renewables should
conply in the alternative by a paynent of 150 percent of the past
year's certificate cost.

Procurenent may be by |long-term (eight or nore years)
contracts for differences acquired in annual increnmental slices.

In addition, the recommendation is that while,
generally, all New York custoners will benefit fromthe RPS and
shoul d anticipate it, an RPS design that exenpts NYPA custoners
and mnunici pals i s recommended.

E. | nports and the Delivery Requirenent
- 23 -
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| nports of all types of otherw se eligible resources
should be eligible for renewable credits or certificates as |ong
as an associ ated anmount of energy is delivered to the New York
Control Area in the sanme cal endar nonth. This type of delivery
requi renent has the advantage of maxim zing benefits to New York
in the formof reductions in |ocal air em ssions, energy
diversity and security and whol esal e price reductions resulting
fromincreased supply. Mreover, requiring actual delivery of
energy into New York appears to be required by the terns of the
Instituting Order, which establishes "a renewable portfolio
standard for electric energy retailed in New York State."*® Sale
of generation attributes certificates should be tied to delivery
of the applicable volume of electricity on a nonthly or other
periodic basis consistent with intermttent generation
characteristics.

However, in recognition of the rapidly evolving
regional, national, and international regines concerning trading
in renewabl es certificates or credits, * the recormendation is
that the delivery requirement should be reconsidered as part of
the 2008 Review, after two years' experience with the program
Anot her recommendation is to explore splitting the renewabl e
energy certificate between a greenhouse gas reducti on conponent
(CO, em ssions) and the bal ance of the renewable attributes, and
to provide for trading of CO credits wi thout a delivery
requi renent in conjunction with the regi onal greenhouse gas cap
and trade program

1. LEGAL | SSUES
A. PSC Aut hority to Adopt an RPS Policy

The Conm ssion has authority to encourage a renewabl e
35

portfolio pursuant to Public Service Law (PSL) 85(2);™ and to

% Case 03-E-0188, Instituting Order (issued February 19, 2003),
p. 2, enphasis suppli ed.

% These regions include New Engl and, Pennsyl vani a, New Jersey,
and Maryland (PJM, Ontario and Quebec.

% psL §5(2) provides: "The commission shall encourage al
persons and corporations subject to its jurisdiction to
- 24 -
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ensure the reliability of the electric transm ssion system under
85. Public Service Law 866(2) al so authorizes the Comr ssion to
direct a specific portfolio.® Nothing in these RPS
recommendati ons inmpacts particul ar purchases of energy for resale
by utilities, or otherw se constrains whol esal e sales. Nor does
the RPS, as recommended here, conpel utilities to enter into
speci fic whol esal e contracts or otherwise directly or indirectly
regul ate whol esal e sales of electricity. The affected energy
conpani es have the option of satisfying the RPS requirenment by
acquisition of the capacity to generate renewabl e energy; buying
renewabl e energy certificates in that nmarketplace; availing

t hensel ves of the good offices of State agency central
procurenent, or entering into bilateral contracts with renewabl e
gener at ors.

B. The Sufficiency of the Record

Controversy as to the conpl eteness of this record has
been heated. Nunerous notions and proposals of |IPPNY, M and
ot hers sought to hold in abeyance subm ssion of a recomrended
decision to the Conmi ssion until after the conpletion of the
Phase 2 Reliability Report, schedul ed for end of 2004, and
addi tional cost studies, technical conferences, and coments,
del ayi ng consi deration of an RPS Policy Statenent at | east
anot her year. Qpposing parties, including the RETEC Coalition,
the Attorney Ceneral, and Departnent of Public Service Staff
asserted that nost or all conceivable reliability concerns could
be alleviated in Renewable Portfolio Standard inplenentation, as

formul ate and carry out |ong-range prograns, individually or
cooperatively, for the performance of their public service
responsibilities with econony, efficiency, and care for the
public safety, the preservation of environnental values and the

conservation of natural resources." (enphasis supplied).

% See, Enerqgy Association of New York v. Public Serv. Conm.,
169 Msc. 2d 924 (Sup. CG., Albany Cy 1996).
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it would be years before any network effects of substanti al
additional intermttent generation were felt.¥

Deci sion was reserved as to this notion until the
out cone of the Phase 1 Report, to ensure that no unforeseen
i npacts were ignored.® On February 2, 2004, the report on
Phase 1 was rel eased. Parties had reviewed and submtted witten
comments on the draft results of this report and on January 14,
2004, participated in a formal presentation and di scussion of
these initial findings by the preparers of the report, prior to
the report's conpl etion.

On March 19, 2004, eleven parties filed comments
concerni ng the Phase 1 Report.* |ssues raised included further
argurment on the procedural notion to delay a reconmended deci sion
and Comm ssion consideration of its policy statement in this
proceeding until after the conpletion of the Phase 2 Report, a
further revision of the Staff Cost Study to reflect nodeling of
t he Phase 2 Report, and an opportunity for parties to analyze and
comment upon both the Phase 2 Report and the ensuing further
Revi sed Cost St udy.

In instituting this proceeding, the Commi ssion
expressed its intention to expedite it.* To fully air
prelimnary reliability concerns, a conference of parties was
hel d on Cctober 10, 2003, at the request of the New York State
Reliability Council. A substantially simlar group of parties
requested delay of the coment filing schedule to await a
conf erence outcone; others opposed on the ground that the record

% At a prelimnary technical conference held October 10, 2003,
the New York State Reliability Council discussed reliability
concerns with parties, including the NYI SO

¥ Ruling on Procedural Mtions (issued Novenber 26, 2003). The
ot her concern expressed by parties, that they have an
opportunity to review and comrent upon the nost recent cost
studi es practicable prior to the conpletion of a recommended
deci sion, was conpelling and the notion seeking this
opportunity was grant ed.

® parties filing comrents were AES-NY, Sithe and Reliant (the AES
group), the Attorney General, the Business Council, Central
Hudson, Joint Utilities, IPPNY, M, the NYI SO and NYPA

“ Order Instituting Proceeding (issued February 19, 2003), p. 2.
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coul d be devel oped on other issues. Because parties had three
weeks between that conference and reply comrents, had al ready had
an opportunity to shape the scope of the conprehensi ve NYSERDA-
sponsored eval uation of the effects of integrating w nd power,
and were expected to review prelimnary and final Phase 1
results prior to a Comm ssion policy statenment, delay notions
were denied. ®

Arguing for further delay, the AES G oup and the
Busi ness Council assert that the Phase 1 Report did not approach
the level of reliability an inpact study needed for the
Commi ssion to act, as it was designed as a snapshot of data
rat her than an operational analysis over a year's tinme; that the
findings were prelimnary and premature; and that certain
i mportant concerns would not be evaluated until Phase 2,
i ncluding re-dispatch inplications, interface capability, and
operational concerns such as quick start capability and forecast
accuracy. |In addition, parties note the study proponents
describe it as "a very, very high |evel |ook" at and "a screening
| evel analysis only"* of the inpact of additional wind on the
bul kK power system and that specific sites and points of
i nterconnection have yet to be studied. Mvants note that while
t he Phase 1 Report identified 101 potential wnd sites, site-
speci fic operational or cost examnation is still to be done.

| PPNY al so asserts that this record is insufficient to
support a recommended deci sion or Conm ssion policy statenent,
adding that the fatal flaw power flow analysis inadequately
reflected reliability and cost considerations in estimating the
i npact of the addition of wnd. M added that further study is
needed prior to the issuance of a recommended decision as to
speci fics of, for exanple, degradation of operating capacity,

“ Further Ruling Concerning Schedul e and Procedure (issued
Sept enber 19, 2003). Several previous notions for additional
time had been granted. See Ruling Granting, in Part, Mtions to
Amend t he Comment Schedul e (issued August 18, 2003), Ruling on
Motion to Anend Commrent Schedul e and Convene Reliability
| npacts Meeting (issued June 13, 2003).

2 Tr. 155, 169
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accounting for reserves, and ancillary services and restoration
practices. ®
I n opposition to these parties' notions for delay, the
NYI SO found nothing in the Phase 1 Report that would require
del ay, and recomended t he Comm ssion nove forward on basic RPS
desi gn, including the funding nechanism eligibility, and
devel opnent of a generation attributes trading system The NYI SO
undertook to exam ne, in greater detail, specific operational
requi renents for adding significant anmounts of wi nd and ot her
intermttent resources concurrently. The NYI SO urged that
certain specific decisions affecting reliability should
await the outcone of Phase 2.* Specifically, the NYI SO proposes
the Comm ssion inpose a Statewide interimlimt on w nd
eligibility, as well as locational limts where physical
transmission linitations may be inplicated.®

O her parties agreed that the Phase 1 Reliability
Report findings reveal ed no such unforeseen inpacts.“* Indeed,
in the view of RETEC, the Attorney General, and others, the Phase
1 Report supports the position that the preparation of a
recomended deci si on and Commi ssion policy statenent should
proceed expeditiously after 13 nonths to study and brief the nost
basi ¢ RPS desi gn questions, such as resource eligibility,
procurenent structure, and renewabl es credit trading.

The Comm ssion has an anple record to decide
fundanmental RPS design policies. Indeed, further del ay
prejudi ces the attai nnent of 25 percent renewables. Parties
have, to date, submtted six full sets of conments, attended
nunmer ous col | aborative sessions and technical conferences, off-

“® M Reliability Comrents, p. 109.

“ Phase 2 will assess methods for quantifying the effective
capacity of installed wind generation and for nodeling w nd
generation; variations in actual delivery fromforecast
production and inprovenents in forecast accuracy; changes in
NYI SO pl anning and in reliability standards, rules, operating
practices, variability neasurenents; and associ ated costs.

NYI SO Reliability Comments, p. 5

> NYI SO Rel i ability Comments, pp. 2-3.
“ RETEC Reliability Coments, p. 3.
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and on-the-record, and submtted and reviewed three March 2003
cost studies, a volum nous February/March 2004 cost study, a
draft and final reliability report, as well as the rel ated
Request for Proposal and acconpanyi ng docunents and, in parallel,
a Draft GEIS. In addition, parties will be afforded briefs and
reply briefs on exceptions before the Conm ssion issues a policy
statenment. Moreover, many issues raised by parties will be
reserved for the inplenentation phase of this proceedi ng, which
shoul d take into consideration the Phast 2 Reliability Report.

At issue is whether the record in this proceeding, as
it now stands, is sufficient for the preparation of this
recomended decision and will, follow ng additional briefs on and
opposi ng exceptions and comments on the Draft CGeneric
Environnental | npact Statenent be sufficient for Comm ssion
consideration of a policy statement on the RPS.

This extensive record is a sufficient evidentiary basis
for a policy statenment concerning fundanental RPS program
initiation and design. |ndeed, w thout Conm ssion guidance on
t hese issues, further studies in the abstract will be of academ c
value only. The record before the Comm ssion will be conplete as
to the fundanental objective of the RPS: to encourage the
construction of new renewabl e generation, to determ ne what
facilities should conprise RPS eligible resources, to choose an
appropriate procurenent structure; and to establish targets,
timng and objectives of a New York RPS.

The record is also sufficient to devel op a generation
attribute accounting/tracking systemto regi ster generation
attributes and track their sale into various markets. The use of
renewabl e energy credits, or certificates, as a nmeans of neeting
RPS obligations is not dependent on a resolution of the specific
reliability requirements.

The NYI SO recommended the Conm ssion nove forward on
basic infrastructure issues such as portfolio design, funding
mechani sns, eligible technol ogies, and other policy issues that
woul d all ow a generation attributes trading programto devel op.
As to those issues, the record in this proceeding is vol um nous
and conplete. Three studies of costs and benefits associ ated

wi th adoption of an RPS were prepared and subject to party review
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at a technical conference in July 2003. Fifty-two parties and
coalitions filed conprehensive initial and twenty-nine filed
reply comments in Septenber and Cctober 2003. Departnent of
Public Service Staff conpleted a further cost study, conpleted in
February and March 2004 (Cost Study I1), consisting of two

vol unes, Vol une A consisting of approximately 300 pages, and

Vol une B consisting of 34 pages of text and separate tabul ations
of results for 19 scenarios, analyzing cost, rate, and bill

i npacts of a broad range of options for RPS design through the
year 2013. Parties submtted numerous data requests and
interrogatories, and an on-the-record technical conference was
held on March 17-18, 2004. Follow ng additional exchanges of
information, parties filed supplenental conments on the Cost
Study I'l on April 8, 2004.

On March 18, 2003, the Conm ssion issued a Notice
pursuant to the State Environnmental Quality Review Act (SEQRA)
that its Staff would prepare a Draft Generic Environnental | npact
Statenent (Draft GEI'S) in connection with the Comm ssion action
to fornulate an RPS policy statenent. On April 8, 2004, the
Comm ssi on deened the Draft CEIS conplete and issued it for
comment. Comments were filed May 14, 2004. The Comm ssion is
expected to consider those comments and adopt a Final GEIS prior
to acting on these recommendations. The Draft GEIS was prepared
to informthe Comm ssion's decision; sone of its analysis is
drawn on and referenced in this Recomended Decision, in
particul ar the extensive discussion of candidate eligible
resour ces.

The record in this proceeding represents a
conpr ehensi ve exam nation of policy, cost, benefit, environnental
impact, and reliability considerations. Sonme uncertainties are
endem ¢ to such an exam nation that necessarily relies on
forecasts and projections bal anci ng nunmerous econom c,
governnental, and environnental factors. However, not only is
this record quantitatively weighty, the three major studies and
reports build on, anplify, and refine each others' approaches,
nodel s, assunptions and findings as appropriate. The Phase 2
Reliability Report should further informthe inplenmentation phase

of this proceeding.
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Mor eover, each of these studies has been subjected to
ri gorous comrent by all parties, including on-the-record
techni cal conferences, and to public scrutiny, with the posting
of all data on the proceeding Wb site. There is nore than a
sufficient record for these recommendati ons and, with the
addition of the coments on the Draft CGEIS and on exceptions, for
t he Conm ssi on adoption of an RPS Policy Statenent.

C. State Adm nistrative Procedure Act (SAPA) Conpli ance

Sonme parties, including Multiple Intervenors and Joint
Utilities, raise questions concerning SAPA conpliance, asserting
the DPS was required to file nunerous inpact statenents. The
Joint Uilities viewthe Cost Study Il exam nation as inconplete.

They rely upon the State Adnministrative Procedure Act.* This
statute requires regulatory inpact statenents detailing projected
costs of proposed regulations. In the view of the Joint
Uilities, the Cost Study Il does not conply with these
requirenents.

This Conmmi ssion action is a rul enaki ng under SAPA
102(2)(a)(ii), defined as: "the amendnent, suspension, repeal,
approval, or prescription for the future of rates, wages,
security, authorizations, corporate or financial structures or
reorgani zation thereof, prices, facilities, appliances, services
or allowances therefore or of valuations, costs or accounting, or
practices bearing on any of the foregoi ng whether of general or
particular applicability."

The Conmi ssion approval of the future of rates and
practices concerning services of general applicability is
specifically exenpt fromthe requirenent of filing inpact
statenents. The exenptions are set out in SAPA 88202-

a(5) (b) (Regul atory Inpact Statenment), 202-b(3)(a)(Regul atory
| npact Statement for Small Businesses and Local Governnents), and
202-bb(4) (a) (Rural Inpact Statenent).

IV. ELEMENTS OF RPS DESIGN

" SAPA §202-a(3) (O (i)-(iv).
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To arrive at a proposed policy statement to offer
several options for the design of an RPS, a number of steps were
necessary. These steps included: arriving at objectives for New
York”s RPS; defining the baseline of present renewable
resources; establishing targets and milestones for renewables
levels; delineation of eligible incremental resources; examining
the overall structure of an RPS; investigation of credits
trading systems and contract standards. All of these steps
included consideration of costs, benefits, reliability, and
other factors. In addition, any final Commission determination
on an RPS will be informed by the Generic Environmental Impact
Statement process, comments of parties, public participation,
and the consideration of the iInterplay between the RPS and
related Commission and State programs and policies.

Anal ysis of the principal policy and design issues
begins with a high-level summary of the respective working
groups' conclusions; the parties' positions, expressed in their
prelimnary coments filed March 28, 2003, Septenber 26, 2003
initial, and October 31, 2003 reply coments; and comments on the

cost and reliability studies filed in March and April 2004.
Anal ysis of options with recomrendations foll ows.
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A. Establishing Objectives

The process of designing options for an RPS for New
York began with drawing up a set of Working Objectives,
following parties®™ comments and discussion. Defining objectives
reflects that an RPS can be crafted any number of ways depending
upon what the State is trying to achieve. A set of objectives,
based upon parties®™ comments and with parties” contributions,
created a yardstick to measure the policy choices. For example,
a state could define its RPS as a greenhouse gas initiative. |IFf
that were our only objective in New York, it would be irrelevant
where the non-fossil fuel fired generation was located. But
because one of the environmental objectives iIs to improve New
York®s own environment, the location of generation could be very
important.

Based on the Instituting Order, parties” comments
filed March 28, 2003, and discussion of a draft with all parties
on April 8, 2003, a set of Working Objectives was drawn up. The
Working Objectives presented to the parties for comment were®:

Working Target -- By the year 2013, at least 25
percent of the electricity retailed in New York State will be

derived from renewable resources.

1. New York®"s Environment
Improve New York®s environment, by reducing air
emissions, including greenhouse gas emissions,
and other adverse environmental Impacts on New
York State of electricity generation.

2. Generation Diversity
Diversify New York State"s electricity generation
mix and EImprove energy security and reliability.

“® Rul i ng Establishing Comment Procedures (issued June 19, 2003).
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3. Economic Benefits
Develop renewable resources and advance renewable
resource technologies in, and attract renewable
resource generators, manufacturers, and
installers to New York State.

4. Equity and Economic Efficiency
Develop an economically efficient RPS requirement
that minimizes adverse Impact on energy costs,
allocates costs equitably among ratepayers, and
affords opportunities for recovery of utility
investment.

5. Competitive Neutrality
Develop an RPS compatible with competition in
energy markets In New York State.

6. Administrative Fairness and Efficiency
Develop an RPS that is administratively
transparent, efficient, and verifiable.

Controversies about the Working Objectives include the
role of reliability, treatment of environmental and economic
costs and benefits, and rate recovery. Perhaps most
controversial was the working target.

O the parties commenting on the objectives, sone,
including the NYISO M, and Central Hudson, request the
separation of reliability goals fromobjective nunber 2, and seek
the addition of a separate objective of grid reliability,
characterizing it as "paramount”.® Other parties, including
Enpire State Devel opnent, see the cost constraint objective
(nunber 4) as central. In addition, Central Hudson argues for a
prioritization of objectives: after reliability, job creation,
conpetitive market conpatibility, and cost m nimzation, while
Joint Uilities also stress cost recovery. CPB would prioritize
costs and reliability. ConEdi son Sol utions stresses the
i mportance of continuing to build voluntary prograns; DEC
suggests including a construct to favor renewables that emt |ess
air pollution per unity of energy than the average fossil fuel

“ Central Hudson Comments, p. 10.
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conmbustion source; and addi ng expected benefits, including
alleviation of environnmental inpacts fromelectric generation on
environnmental justice comunities.

O her parties conmented on broader econom c inpacts, M
urgi ng addition of retaining business and other economc
devel opment goal s, including reducing the price of electricity
and the cost of doing business in New YorKk.

Most parties support the adoption of the Working
oj ectives; these include the Attorney General, KeySpan (which
woul d al so prefer to prioritize the objectives), RETEC (seeking
revi sion of objectives 1 and 2), County of Westchester (prefers
enphasis on cost control) and Staff.

Cenerally, parties supported the adoption by the
Conmi ssion of RPS objectives, and the Comm ssion shoul d adopt the
Worki ng Objectives, as nodified. The principal nodification is
to strengthen objective 2, Generation Diversity, to stress
security and ensure reliability, as requested by the NYI SO

Strengthening the reliability | anguage, rather than crafting

a seventh objective, is recoomended. |In addition, the proposal
to make environnental justice concerns explicit in objective 1
(New York's Environment) is recomended, for consistency with
recent State Department of Environnmental Conservation (DEC)
environmental justice policy initiatives. These proposed
nodi fi ed objectives would read:

1. New York's Environnment

| nprove New York's environnent by reducing air
em ssions, including greenhouse gas em ssions, and ot her adverse
environmental inpacts on New York State, including upon
underserved communities, of electricity generation.
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2. Generation Diversity for Security and |ndependence
Diversify the generation resource mx of energy
retailed in New York State to inprove energy security and

i ndependence, ® while ensuring protection of systemreliability.

B. Establishment of the Target

The Commission, in instituting this proceeding, stated
that the current level of renewable-based electricity currently
used In New York State reflects a disturbing decline; i1t found
that achievement of 25 percent renewables would be in the public
interest.” The Commission did not, however, specify a
timetable.

A working target of 25 percent renewables retailed in
New York State in 2013 was established at the commencenent of the
proceeding, in the context of the State’s pattern of declining
proportion of renewables to |oad. Points of reference included
the Staff May 6, 2003 RPS Prem um I nput Table, other parties
proposal s, and additional target data in the cost and benefit
studies.® The original Staff table was based upon State Energy
Pl an forecasts of overall |oad grow h.

I n di scussion, parties weighed establishing a target |evel
megawatt hour adj ustnent nechani sm adjusting the target
periodically to match actual |oad growth; nodifying the target
when actual | oad growth deviated fromthe forecast by a
predeterm ned significant anount; or nodifying for unforeseen
i npl enment ati on obst acl es.

® RETEC urges inclusion of reducing exposure to volatile fossi
fuel prices; the recommendation is that references to
i ndependence and security capture that concern.

I Instituting Order (issued February 19, 2003), p. 2.

2 I'n establishing annual ranp-up targets fromthe first target
year to 2013, Staff originally projected increases in
renewabl es to reach 19 percent by 2004; 19.6 by 2005; 20.2
percent by 2006; 20.8 percent by 2007, 21.4 percent by 2008; 22
percent by 2009; 22.6 percent by 2010; 23.2 percent by 2011
23.8 percent by 2012;; and 25 percent by 2013.
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Parties reached no consensus on target levels up to or

beyond 2013.
1. The Parties' Positions

Nucor Steel urges the Conmi ssion to take to heart the
Center for Clean Air Policy report enphasizing economc
conpetitiveness and reliability, to continually evaluate
assunptions, and to pronote the nost efficient renewabl es w thout
an admnistratively fixed target. Central Hudson argues that the
Conmi ssi on established the 25 percent target w thout an
i ndependent basis for its findings, and that parties incorrectly

assuned that target was imutable.® Inits view, the Commi ssion
failed inits legal duty to consider alternatives, including
alternative, voluntary or market-based nmethods to increase
renewabl e resources for New York State's retail electric market.
Seeking to reduce costs and inpact on traditional generation
resources, Central Hudson proposes to limt eligibility to in-
state generation, and to concomtantly reduce the 25 percent
target by 44 percent to reflect the exclusion of inports.>

The RETEC Coal ition argues for a 2005 start date and
proposes binding interimannual requirements™ to provide
certainty of expectations for the renewabl es industry and to
ensure procuring entities make early purchases. 1In addition
RETEC proposes an upward target adjustnment mechanismto account
for dramatic | oad growth changes or shifts in avail able
hydr opower resources. These proposals are intended to assure
certainty for renewabl e providers. Finally, RETEC proposes the
RPS requirenents extend beyond 2013, pointing to 20-year capital

® Central Hudson Comments, p. 4, n. 2.

* Central Hudson proposed a regional credit trading program
however, only for voluntary green power purchasers, including a
seanl ess expansi on of New York's current conversion transaction
system

> The RETEC interi mrequirements are for .25 percent increase in
2005; and successive increases of .75 percent, 1.50 percent,
2.50 percent, 3.50 percent, 5.0 percent, 6.5 percent, 8
percent, and 9.2 percent in the final year (RETEC Initi al
Comments, p. 11).
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recovery assunptions of both the Joint Uility and Staff cost
st udi es.

Parties diverged as to the practicability of attaining
a 25 percent renewabl e generation by 2013. RETEC views this goal
as readily achievable, while M fears the cost consequences nmay
be dire.

2. D scussi on and Reconmendati on

Whet her this target is achievable or not depends only
in part on the design of a New York RPS. O her factors include
several largely or entirely outside the reach of this Comm ssion
or, for that matter, governnent: the price of fossil fuels; the
rate of growh of the State and the region’s econony; the pace of
siting of renewabl e generation plant; and the investnent climate.
In order to allow for these unpredictable variations, the RPS
policy should conprise both a target - 25 percent retai
renewabl e resources by 2013 - and a nechanismto review the
target and the increnental steps necessary to achieve it. Wth
that flexibility nmechanismbuilt into the policy, the Conmm ssion
can review the target and adjust it if necessary, based on
avai lability and price of renewabl e resources.

Anot her option is to adopt the proposals of sone
parties to extend the target year for the achi evenent of 25
percent renewabl e resources, for exanple to the years 2014 or
2015. This option is suggested in order to | essen cost and
siting burdens that could be associated with the 2013 target year
and to introduce the program nore gradually, giving the industry
nore tine to conply. Adopting a year 2014 target year nodestly
reduces the mlestone for RPS year one, in conparison to the 2013
target year, fromapproximately 1.56 mllion MMs to 1.43 mllion
MMs; a 2015 target year reduces year one further to 1.32 mllion
MMs. However, what is lost in extending the target year may be
the inportant encouragenent to early entrants.™

*® See Table 1, Conparison of Target Year Effect on RPS
I ncrenental Steps, RD Cost Anal ysis, Appendix B.
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C. Definition of the Baseline
To begin the design of the RPS, the first steps

included defining a baseline. It was recognized that existing
projects could be considered renewable for the purpose of
establishing a baseline but not necessarily eligible for RPS
premiums for incremental construction of plants. Because the
issue of what resources should be eligible to be included in an
RPS was controversial, there were efforts to achieve consensus
or compromise on how to calculate the baseline of existing
resources, using the definitions and descriptions of resources
developed by NYSERDA and DPS Staff in the environmental
disclosure program. The environmental disclosure project
created a common vocabulary of resources and their environmental
effects.

On March 17, 2003, DPS Staff presented a working
baseline estimate of what percentage of the electric energy
purchased in New York derives fromrenewabl e resources, using the
categories defined by the Environnmental D sclosure program On
April 25, 2003, many parties filed conments on a DPS Staff
conpromi se proposal to establish a baseline at 28,896,189 M. >’
Al t hough there was no consensus on that proposal, it serves as a
reference point for discussion on the baseline.

Staff's original working baseline proposal was based
upon the proportion of renewable resources fromApril 2001
t hrough March 2002. Noting the volatility® of hydropower

 staff’s proposed | anguage was: "For the purposes of setting an
increnental target to reach the 25 percent goal, it will be
assurmed that the increnmental target is 25 percent of projected
statewide electricity usage in New York State in 2013, mnus a
basel i ne of 28,896,189 MMW." This proposal assunmes there will
be no attribution as to "the specific sources that nake up the
baseline. Any future adjustnments to targets will be nade in
t he context of designated 'eligible resources wthout
attribution back to the effect, if any, on the nakeup of the
basel i ne.”

*® NYSERDA advi sed Staff that the published 2001 figure of 24,981
gi gawatt hours of hydro power was revised to 21,831 gi gawatt
hours (Staff Comment, p. 6, n. 12). In the Cost Study II,
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generation, 90 percent of the State's total renewables, Staff,
anong other parties, urges flexibility in assigning a baseline.

In the Cost Study |1, Staff updated the baseline; these
updates were criticized by NYPA, and other parties. In |ight of
the parties' concerns, the baseline was recal cul ated (see

Appendi x B). In particular, upon consideration of the parties
comments regarding the assunptions used in the MAPs node
acconpanyi ng Cost Study |1, certain changes in the assunptions

were warranted. For the Recommended Deci sion Cost Anal ysis
(Appendi x B), the followi ng changes were made in the assunptions
used in the MAPS nodel: for New York City Generation Capacity,
(1) East River 6 & 7 (EAST RI6 & EAST RI7) retirenent was noved
beyond 2013; Poletti 6 (POLETTI6) was retired on February 1, 2008
since the reserve margin is sufficient for 2008 without it, as
set forth in the Article X approval for the Poletti repowering
project; and the proxy plants NUGENOO6 and NUGENOO8 were renpved
fromservice since the NYC reserve margin in 2013 is slightly
greater than 80% w thout them As to Canadian Inports, the
Canadi an transm ssion capability was kept the sanme as the SEP
dat abase, that is 2,250 MVWtotal from Canada to New York, for all
renewabl e scenari os; and Canadi an inports are allowed to cone
into New York around-the-clock April through Cctober; as to NYPA
Hydr opower Upgrades/ Qut put, the NYPA Ni agara and St. Law ence
hydr opower | evels were reduced to match the | ower values used in
the baseline as a result of NYPA's comments regarding the
baseline. As to fuel prices, prices in MAPs were nodified to
reflect current trends in the market price of Ol and Gas.”

Staf f updated the baseline figure based upon consideration of
t he actual proportion of renewabl e resources according to
current reliable figures. Adjusted for recent actuals, the
basel i ne conprises 31, 159, 134 MMs, or approxi mately

19.4 percent of total State electric generation.

* Table A4 of The EI A Short-Term Energy Qutl ook report for
Novenber 2003 was used as the source of the price increase from
2002 to 2003 of 21 percent for oil and 45 percent for natural
gas (see "Electric Uility Fuels"). The inflation patterns
used in MAPs to inflate the various oil and gas fuel types
defined in MAPs were nodified to reflect these increases from
2002 to 2003. The seasonal inflation patterns remai n unchanged
as well as the intra-state and inter-region relationships. On
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Furt her, upon consideration of the parties' coments
regarding the cal culation of the baseline estimate of electric
energy purchases in New York State derived fromrenewabl e
resources, two nodifications are warranted. For the Recommended
Deci sion Cost Analysis the follow ng changes were nmade in the
baseline estimate: for NYPA Hydropower Upgrades/ Qutput, the NYPA

Ni agara and St. Law ence hydropower |evels were reduced to
elimnate the credit for the one unit per plant that is out of
service each year until the upgrades are conpleted, and a m nor
adjustnment to the upgrade levels to match assunptions provided by
NYPA. The Green Marketing forecast was reduced by approxi mately
20 percent to put the forecast on a wei ghted average per custoner
cl ass basis instead of the original straight average per custoner
basis. The result of these changes is to reduce the year 2005
baseline from 33,620, 339 MMs or 20.34 percent to 31,937,479 MMs
or 19.29 percent.”

1. For ecast

The updated forecast of fuel prices is used.

2. Start Date

Staff proposed January 1, 2006 as the program start
date: the date by which LSEs woul d be accountable for neeting RPS
targets. Staff assuned adoption of an RPS in early 2004, |eading

average, the price of oil increased 15 percent to 25 percent
and the price of natural gas increased 29 percent to 41
percent. The nost recent forecast of the U S. Departnent of
Energy, Energy Information Adm nistration (DOE-EIA), of average
wel | head prices for natural gas shows a |long-termupward shift
in natural gas prices fromprior forecasts through 2025 [ See
Annual Energy CQutl ook 2004, dated January 2004 (at
http://ww. el a. doe. gov/ oi af/ aeo/)].

® Reduci ng the anpunt of baseline resources to account for

corrections to Cost Study Il, results in an increase in the

i ncremental amount of renewabl e resources that nust be obtai ned
to reach the 25 percent target. While this causes an increase
in the cost to obtain the necessary renewabl e resources, as it
happens it does not result in an overall increase in the net
cost of the program Each additional unit of renewable
resources added to New York's portfolio has a beneficial side-
effect of increasing generation supplies thereby putting
downwar d pressure on whol esal e generation prices. In this
particul ar instance, the downward effect on whol esal e prices
exceeds the increase in costs, thus resulting in a net
reduction in overall costs of the program

- 41 -



CASE 03-E-0188

to increased renewabl e generation by 2006, with an approximately
one percent increase for each of the succeedi ng seven years.

Staff proposes flexibility to adjust interimtargets annually to
mat ch actual | oad growmh (beyond de m nim s changes bel ow one
percent). Staff suggests flexibility if unforeseen circunstances
result in a deficiency of 10 percent or nore of the interim
target. Staff proposes a start date of 2006 for the requirenent
that LSEs add renewabl e generation; if the Comm ssion adopts an
RPS policy with inplenentation plans in early 2004, by early 2006
t here should be a nmeasurabl e increase in renewabl e generati on.
Central Hudson agrees Staff's 2006 start date is reasonable.®

3. Targets
In the Instituting Order, the Conm ssion found that a

target of 25 percent renewabl es was reasonabl e, but established
no tinetable to achieve that goal. |In drafting a set of working
objectives to focus the inquiry, a working target of 25 percent
by 2013 was used.

The Staff cost studies assunmed an RPS designed to
achi eve 25 percent renewables in 2013; the Draft Generic
Environnental |npact Statenent issued April 8, 2004 was based
upon the sane assunption. This assunption was built in to these
studies in part reflecting the working target adopted early in
t he proceeding for the purpose of defining the objectives of an
RPS. However, the assunption also was founded on the estimation
that forecasts beyond ten years of |load growh, fossil fuel
prices, and nunerous other econom c factors were subject to too
much uncertainty for planni ng purposes.

The 25 percent target |evel nandated by the Comm ssion
inthe Instituting Order, if net in 2013, establishes the target
of the RPS: 7.50 percent of total l|oad, or 13,707 gigawatt

hours.

® Central Hudson Comments, p. 5.
® This figure represents the difference in 2013 between
renewabl es present in 2005 and 2013.
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That said, the 2013 target date is strongly opposed by
some parties on this record and, of course, the Conm ssion has
yet to adopt a tinmefrane or target of its own.

a. The Parties' Positions

Several parties urge a strictly voluntary RPS, a sl ower
RPS, or a lower target. Although Joint Uilities seek a
vol untary program they also propose inplenentation of an RPS
pilot programas an interimneasure to informthe record on
reliability and cost issues, based on a centralized auction
solicitation, assum ng cost recovery and assurances for their
current supply portfolios.® The Joint Uilities consider the
assunption that 2006 will be a full RPS delivery year to be
unrealistic in light of the additional work to be done by this
Comm ssi on, NYSERDA, the NYI SO and generation owners and
devel opers.

M urges that the start date for the RPS should be 2009
and the resources not acquired in equal percentage increnents,
but gradually, wth lower incremental targets early, increasing
in the later years. M's proposal, which it asserts would reach
the increnmental target of 4.66 percent in 2013, is based upon the
expectation that the cost of renewabl e resources will decrease.
The Busi ness Council comments that no RPS adversely inpact
rat epayers or repeat the mandatory Six-Cent Law probl ens,
advocating for a voluntary or graduated approach avoi di ng
significant rate inpacts on commercial and industrial custoners.
In addition, the Business Council reiterates its view that 2013
shoul d not be a target year, but the RPS should be given the
necessary tinme to mature, "whether 2013, 2023 or sone ot her

n 64

year.

Central Hudson urges |owering the increnental annual
target and, with Nucor, sees no factual basis for a 25 percent
t ar get .

O her parties suggest a nore anbitious approach. A
start date of 2006 and a target of attaining 25 percent

% Joint Wilities Cost Comments, p. 36.
4 Busi ness Council Cost Comments, p. 2.
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renewabl es by 2013 are advocated by the Attorney General, Staff,
and Ri dgewood. The RETEC Coal ition advocates a 2005 start date,®
a first year target of 0.25 percent, binding annual requirenents,
and a target of 25 percent by 2013, with a conmtnment to continue
rai sing the target beyond that date.

The RETEC Coal ition asserts earlier requirenents wll
reduce bill inmpacts and costs to allow nore orderly market
devel opnent; M asserts the opposite. RETEC al so urges periodic
adj ust rent of annual targets—but only upwards—for baseline

changes or plant closures. |In RETEC s view, the 2013 requirenent
shoul d extend indefinitely and new i ncrenental post-2013
requi renents should be established. In its view, the RPS sunsets

when the cost of renewable resources falls to, or below the cost
of fossil fuel generation.

Parties, including Central Hudson and Multiple
I ntervenors, assert the RPS program generally will have the
result of transferring nore than one billion dollars to renewabl e
devel opers, will nmean virtually all load gromh until 2013 will
be effectively assigned to there generators; and that the
reliability, economic, market, conpetitive and ot her consequences
of such a far-reaching program are unknown. These parties warn
of a return to centralized planning and a regul atory-rather than
a conpetitive market-based regine.

Parties diverged as to the practicability of attaining
what was initially estimated as an additional 9% renewabl e
generation by 2013. RETEC viewed this goal as readily achievable
while M disagrees. As to requirenments beyond 2013, RETEC
proposes the Comm ssion should establish that the 2013
requi renents extend indefinitely, pointing to the 20-year capital
recovery assunptions of both the Joint Uility and Staff cost
st udi es.

Whet her this target is achievable depends only in part
on the design of a New York RPS. Qher factors include several
largely or entirely outside the reach of this Comm ssion or, for

® RETEC al so proposes a credit banki ng approach, which woul d
make eligible those renewabl e resources procured from June 2004
t hr ough June 2006.
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that matter, governnent: the price of fossil fuels; the rate of
grow h of the state and the region’s econony; the pace of siting
of renewabl e generation plant; the investnment climate. [In order
to allow for these unpredictable variations, the RPS policy
shoul d conprise both a target--25%retail renewabl es by 2013--and
a mechanismto review that target. Wth that flexibility

mechani smbuilt into the policy, the Conm ssion can review the
target and adjust it if necessary, based on availability and
price of renewabl e resources.

There is consensus anong parties, however, that
what ever target the Conm ssion establishes, there should be a
process for fine-tuning, nodification, evaluation and resetting
interimtargets, based upon actual |oad growh and other factors.

b. D scussi on _and Reconmendati ons

In considering the target date to reach 25 percent
renewabl es, there are two related inquiries: the first, is this
target advi sable?, the second, is this target attainable?

On bal ance, the recommendation is that a 2013 target
date is advisabl e because to establish such a target appears nost
likely to engender success for the program The programw | |
succeed only if renewabl e generation facilities are devel oped,
built, and run. At the outset, an aggressive target and a cl ear
state conm tnent to the program appear necessary preconditions.

There is little disagreenent, on this record, that this
target wll be challenging, in |light of New York's geography and
climate, siting obstacles, and distribution of load in relation
to resources. Therefore the recomendation also is to establish
m | estones, the first to be in 2008 to evaluate the costs and
benefits, invite nore generation resources to participate, adjust
incentives for increnental renewable acquisition, or otherw se
modi fy the RPS. ®

Anot her option for the Commission is to adopt a nore
gradual increase in the anount of renewabl es, as advocated by M
and others, and as illustrated in the appended Cost Anal ysis.
This option is al so supported by the record.

% |'n addition, annual nonitoring reports to the Conmi ssion are
r ecomended.
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Taking into consideration parties' coments on Cost
Study 11, at ny request DPS technical Staff conpleted a partially
updat ed and nodified version of certain specific aspects or
results (the RD Cost Analysis), appended as Appendix B. In this
anal ysis, Cost Study Il is nodified in two ways: first, to
accommodat e changes and corrections identified by the parties;
and second, to reflect the RPS design options for the purposes of
t hi s discussion.

In correcting the results in Cost Study Il, Staff
revi sed the nmethod of accounting for Canadi an hydropower inports
and anended its estimate of the future output expected fromthe
NYPA hydroel ectric plants at St.Lawence-FDR and Ni agara to be
utilized in the baseline calculations.®
D. Eligibility

Law, policy, science, and advocacy present countless
definitions of what is a "renewable” resource. In different
| egal contexts, "renewable" may be given any one of a nyriad of
definitions. Rather than attenpt to resolve the definition in
the abstract, efforts in the proceeding were focused on what
resources should be eligible for RPS incentives. For sone
resources, however, the question of renewability was unavoi dabl e.
As a threshold issue, sone parties argue for inclusion of
substantial existing resources in the RPS. Staff reconmends
generally limting eligibility to new facilities constructed
after 2001, with the addition of certain small hydropower and
wind facilities, urging exclusion of other existing facilities on
the grounds they need no additional financial incentive to
operate. The Staff cost studies indicated that absent RPS
support, approximately seven negawatts of small hydroel ectric
resources would be | ost each year, suggesting additional
expenditure to retain these small hydropower facilities.

Cenerally, parties diverge as to how broadly
eligibility should be defined, in essence weighting different
objectives differently. Parties enphasizing the environnental
obj ectives argue for stricter eligibility, while parties

® See May 3, 2004 letter to Judge Stein from NYPA confirmng the
accuracy of these revisions.
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primarily concerned with econom c devel opnent or seeking to have
their own resources included, seek a broad eligibility
definition. Sonme parties, including the Business Council and
M, argued for the nost inclusive eligibility criteria, on the
ground that the broadest category would result in the | owest cost
to consuners. Multiple Intervenors urges that |owest cost
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shoul d be the selection criterion.® In others' view, including
the Attorney CGeneral and RETEC, only resources accurately defined
as "renewabl e", and those that do not add to the state's

em ssions burden, should be eligible to participate.

RETEC limts eligibility to increnental generation
only, using a cutoff date of January 1, 2000, and urges inclusion
of eligible technol ogi es connected to the grid behind the
custoner’s neter

O her parties argued for broader inclusion of existing
renewabl es. Ri dgewood argues the renewabl es market as a whol e
needs support and suggesting a sliding scale of premuns with
ol der, nore established facilities collecting | ower prem uns.

A Working Group of parties met to discuss the

eligibility of various resources including, among others,
biomass, fuel cells, hydropower, solar, solid waste, tidal, and
wind. In addition to ongoing discussions of the properties of
each of these resources, and sub-types of each, sub-groups
developed more specific proposals. One sub-group developed
proposals for the inclusion or exclusion of imports, including
examining specific criteria for imports from other states and
from Canada. A second sub-group developed approaches to
creating tiers of resources, for the purpose of establishing
targets for acquisition of a certain percentage of solar power,
for example, within the total RPS portfolio. Other proposals
for tiers included encouragement of developing new technologies,
and maintenance of existing renewables at risk because of

expiring contracts.

®® The State Energy Plan refers to hydropower, solar, wind,
bi omass, ocean energy, landfill gas and fuel cells as renewable
(3-40); Executive Order No. 111 (issued June 10, 2001) i ncludes
wi nd, solar thermal, photovoltaics, sustainably managed
bi omass, tidal, geothermal, nethane waste and fuel cells.
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For purposes of analysis, parties' eligibility®
proposal s can be seen as enbodyi ng one of several overal
approaches to RPS design. However, this generalization breaks
down upon cl oser exam nation and eligibility will be analyzed
resource by resource.

Working Group One (Eligibility) established consensus

that RPS targets should be measured as energy, rather than
capacity; that eligible imports should be included in the RPS;
and that the program’s targets should be updated annually based
on the system”’s actual load. While the group did not reach
consensus on criteria, there are several proposals for criteria
and for tiers. Parties distinguished various criteria on the
tier proposals; and on which resources (analyzing both fuel
source and generation process was relevant) should be eligible.”
1. Hydropower

A Hydropower Subgroup convened to establish criteria
for hydropower eligibility. No consensus was reached as to the
appropriate criteria, although these were advanced: include al
hydr opower; include only |lowinpact, as defined by the Low I npact
Hydro Institute; include only new or increnental hydropower, or
hydropower |icensed or relicensed after a certain date; include
only hydropower projects below a certain size or projects
exenpted from federal |icensing requirenents.

Sone parties advocate strict standards. In RETEC s
view, size of facility is a rough, but inadequate, proxy for

% After early discussion about dividing resources into those that
are literally renewabl e or nonrenewabl e, by fuel or process
type, it was concluded that a nore enlightening distinction is
bet ween those resources that should be eligible for inclusion
in the RPS because their use best conports with the mandate of
the Instituting Order and the working objectives, and those
t hat should not. The renewable nature of a resource is
rel evant but not dispositive.

" Delta Pressure Generation Systems, LLC (Delta) generates

electricity using existing reductions in natural gas pressure.
Delta seeks to have its technol ogy considered eligible. Mre
generally, Delta urges that there be a dynam c procedure to
permt additional appropriate resource technologies to qualify
(Delta cost comments, generally.)

- 49 -



CASE 03-E-0188

measuri ng environnmental inpacts of hydropower facilities; nor is
t he possession of a |license sufficient as criteria vary and
change. Based upon a report prepared for this purpose by the
Canada- based Helios Centre and the U.S.-based Low I npact
Hydr opower Institute and proffered with its conments, RETEC
proposed interimeligibility criteria for the New York RPS, with
permanent rules to be established in the inplenmentation phase,
along the lines of the negotiations |eading to the joint proposal
of the Biomass Wirking G oup. RETEC criteria require “new
hydr opower resources, "t and woul d apply to FERC-|icensed
projects; U'S. projects not requiring FERC |licenses; and Canadi an
projects. Enunerating requirenments, RETEC suggests certification
by the PSC, another agency or third party, of each project based
upon an owner’'s affidavit of conpliance. ™

O her parties, such as NYPA, argued for broad
eligibility, including existing resources. The NYPA proposal to
consider all existing, as well as increnmental hydropower, RPS-
eligible would lead to significant increase in the rate and bil
i npacts upon consuners of the RPS. Further, this record does not
i ndicate that such additional rate support is required for the
bul k of existing hydropower. Instead, the recommendation is that
the nonitoring process continue to oversee the status of
renewabl e resources currently counted in the baseline, to ensure
that they will remain avail able as the program progresses.

The RETEC proposals to establish a protocol for
stringent criteria for hydropower eligibility al so seens
i nadvi sable. Wth the restrictions listed in Table 3,
i ncrenental hydropower neeting those standards shoul d be
el i gi bl e.

2. Solid Waste

™ New hydropower is defined as new dans, adding turbines to
exi sting dans that do not now generate electricity, or
expansion or re-powering existing facilities, where only the
i ncrease in output would be considered RPS-eligible.

? RETEC Comments, p. 15.
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A Wast e-t o- Energy Subgroup convened to explore and
clarify parties’ positions and the possibility of reaching
consensus. Parties concluded consensus was not |ikely, and
several parties have submtted their views on the |egal status
and environnmental effects of various nunicipal solid waste (NVSW
t echnol ogi es. ”

a. Legal Issues

i The Parties’ Argunents

The first issue is whether either a New York State or a
Federal | egal framework requires either the inclusion or the
excl usion of WAste-to-Energy Minicipal Solid Waste (WIE/ MSW in
the RPS. Proponents of eligibility, including the Integrated
Waste Services Association (Integrated Waste), Miltiple
I ntervenors, Con Edi son, R dgewood, and Tayl or Recycling offer
several argunents.

Two broad argunents are raised in its support.
| nt egrated Waste argues that existing MSWfacilities have al ways
been consi dered renewabl e; further, Integrated Waste argues that
New York should take into account other states' |aws including
MSW as a renewabl e for RPS purposes. Ri dgewood argues that
al though MSWis not considered a renewabl e energy resource, it
shoul d nonet hel ess be eligible.

O hers argue that New York | aw does not include MSWin
the Iist of renewable resources and that it should be excl uded.
These parties include the Council of the City of New York, New
York State Attorney Ceneral, New York State DEC, and RETEC.

These parties note, first, that Governor Pataki’s Executive O der
111" onmits MSWas an eligible renewable resource. Second, they
argue that DEC regul ati ons exclude incineration as a renewabl e
resource: DEC s part 204, 237, and 238 definitions of renewables

" Several of the generation technologies at issue in this
proceedi ng could be broadly included in the definition of
wast e-t o- energy, including bionmass and |andfill gas as well as
muni ci pal solid waste incineration. This section analyzes the
eligibility of municipal solid waste incineration, as defined
inthe Draft CGEIS

Executive Order 111 (issued June 10, 2001)avail abl e at
http://ww. gorr.state.ny.us/gorr/EO111 fulltext.htm
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do not include MSWand DEC s NOx budget program excludes MSWfrom
the definition of renewables.”™ Third, opponents of NMSW
eligibility note that the State Energy Law includes in the
definition of renewabl es “wastes” but assert this does not
mandat e i nclusion of MSWin the RPS.™ In the view of the
Attorney Ceneral and others, "wastes" in that section may be
interpreted to include biomass, but not necessarily nunici pal
solid waste. The DEC al so argues for the exclusion of MSWfrom
the RPS, stating first that Energy Law 1-103(12) shoul d be

di sregarded because the definition is not clear and cannot be
used as a clear argunent for or against inclusion into the RPS.
RETEC adds that the New York State Energy Law was enacted in
1976, is anmbiguous, and is not tied to or applicable to a
renewabl e set aside, incentive or prem um pricing program
resenbling an RPS, and Public Service Law only addresses
alternate energy and not renewabl e energy.

The Attorney General argues that the NYS Solid Waste
Managenment Policy says that “in the interest of public health,
safety and welfare and in order to conserve energy and natural
resources,” waste prevention and recycling are to be pursued
before burning and burying waste.”

ii. Discussion

To determ ne whether MSWshoul d be consi dered
renewabl e, it is first necessary to determ ne whet her New York
State requires its inclusion in the definition of renewable, if
at all, within the laws and regul ations of the State. The State
Energy Law mandates the use within the State of renewabl e energy

" Part 204.1(b)(67) of DEC regul ati ons provides the followi ng
definition: "Renewabl e energy project: a power federation
technol ogy that produces electricity fromw nd energy, solar
t hermal energy, photovoltaic, nethane waste, or sustainably
managed bi omass; but not the combustion or pyrolysis of solid
waste. "

® Energy Law §1-103(12) defines "renewabl e energy resources" as

i ncludi ng "sources which are capabl e of being continuously
restored by natural or other neans or are so large as to be
useabl e for centuries, wi thout significant depletion and include
but are not limted to solar, w nd, plant and forest products,
wastes, tidal, hydro, geothermal, deuterium and hydrogen."

" Environment al Conservati on Law §27- 0106.
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sources. ® The Energy Law defines “renewabl e energy resources,”

to include “wastes.”” In general, the term“waste” could apply

to a range of resources, including solid waste, biomass, |andfil
gas, or a conbination of the three. Parties supporting the
inclusion of MSWin the RPS argue that “wastes” includes solid
waste while parties opposing the inclusion argue that the term
“wastes” is too anbiguous to control or even provide gui dance.
The closest to a state statutory authority is New
York's Energy Law 81-103(12) (Definitions), providing that
"Renewabl e energy resources' shall include sources which are
capabl e of being continuously restored by natural or other neans
or are so large as to be useable for centuries, wthout
significant depletion and include but are not Iimted to solar,
wi nd, plant and forest products, wastes, tidal, hydropower,
geot hermal , deuterium and hydrogen.” The inclusion of the
general term "wastes" could be read as requiring inclusion of
WE/ MSW However, "waste" is a sweeping and generic termthat
i ncl udes biomass and landfill gas. Wthout a nore specific
mandat e, the general |anguage of 81-103(12) cannot be read to
direct inclusion. Mreover, by determ ning what resources are
eligible rather than what are literally capabl e of being
renewabl e, the definition of "waste" as renewable is not
di spositive.” Indeed, nore recent authority is found in
Executive Order 111 which, while binding only upon state
agenci es, represents a standard for determ ning which resources
shoul d participate in prograns simlar to this.
The executive order was issued by Governor Pataki on
June 10, 2001 requiring all executive agencies and departnents to
i ncreased use of renewabl e energy resources. The executive order

Energy Law 83-101(1).
Energy Law 81-103(12).

8 Al'so not dispositive is Public Service Law §2(2-b), defining
“alternate energy production facility,” includes “any solar,
wind turbine, waste management resources recovery, refuse-
derived fuel or wood burning facility”. However, this
definition is in the context of alternate, not renewable
resources.
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defines what is to be included as renewabl e but does not include
VBW

The State Energy Plan, pronmulgated in 2002 by four
State agencies, the Departnent of Transportation, the Departnent
of Public Service, NYSERDA, and the O fice of Public Safety,
pronoted renewabl e energy in New York State. Renewabl e energy
was defined as “hydropower, solar, w nd, biomss, ocean, and
landfill gas.”

Three DEC regul ati ons exclude MSWfromthe definition
of renewabl e energy. The first establishes the SO Budget
Tradi ng Program desi gned to reduce the acid deposition in New
York State by limted em ssions of SO. The second establishes
t he NOx Budget Trading Program designed to mtigate the
interstate transport of ozone and nitrogen oxides. The third
establ i shes the NOx Budget Trading Program which is designed to
reduce acid deposition in New York State by |limted em ssions of
NOX. The definition of a “renewabl e energy project”
specifically excludes MSWfromthe definition of renewabl e when
they state that a “renewabl e energy project” is defined as
“[i]nplementation of a power generation technol ogy that produces
electricity fromw nd energy, solar thermal enerqgy,
phot ovol tai cs, methane waste, or sustainably managed bi omass; but
not the conbustion or pyrolysis of solid waste."

The second inquiry concerns applicability of Federal
| aw. ® Opponents of MSWeligibility cite the Federal Power Act®
regul ati ng the devel opnent of water power and resources, which
defines a “small power production facility” as a “facility which
is an eligible solar, wind, waste, or geothermal facility”. This
Act does not specifically define “renewabl e” and therefore does

8 Some parties, including DEC, adduce EPA statements describing
MSW as a mixed source of renewables and non-renewables, and
argue that EPA’s Clean Power Partnership program does not
include MSW in i1ts definition of renewables, citing federal
Executive Order 12123, promulgated June 3, 1999, "Greening the
Government Through Efficient Energy Management,” which defines
“Renewable energy” as “energy produced by solar, wind,
geothermal, and biomass power.”

8 16 U. S.C. §796.
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not list MSBWas a “renewabl e” resource. This act, however, does
allow MSWfacilities to be considered “small power production
facilities” under certain conditions.

The Bi omass Research and Devel opnment Act® includes the
bi omass portion of MSWin the resources that help inprove the
envi ronment .

Further, EPA's Cl ean Energy website defines renewabl e
energy as "Non-hydroel ectric renewabl e energy refers to
electricity supplied fromthe foll owi ng renewabl e sources of
power: solar, geothermal, bionmass, landfill gas, and wind."
Regarding MSW it states "[b]ecause no new fuel sources are used
ot her than the waste that woul d otherwi se be sent to |andfills,
MSWis often considered a renewabl e power source. Although MSW
consi sts mai nly of renewabl e resources such as food, paper, and
wood products, it also includes nonrenewable materials derived
fromfossil fuels, such as tires and plastics."”

b. Envi ronnental and Policy |ssues

i The Parties Positions

| nt egrated Waste, the Washington D.C. -based trade group
for the waste-to-energy industry, notes its menber power plants
are dual purpose, disposing of household trash and generating
electricity. Ten facilities generate electricity in New York
State, disposing of 15.1 percent of waste nmanaged in the State.
Four rmunicipal solid waste (MSW facilities nanage 80 percent of
Long Island’s waste. Qher parties, including Miultiple
I nterveners, |Independent Electricity Market Operators, Joint
Uilities, Business Council, and KeySpan, assert that the RPS
shoul d i nclude all arguably renewabl e resources to reduce the
cost of the plan.

RETEC opposed eligibility for MSWprincipally on
envi ronnment al grounds, asserting that while MSW contai ns bi onass,
roughly 25 percent of MSWis non-biomass; that even the biomass
conmponent of MSWis not sustainably harvested and is often
processed and treated; and that New York's waste-to-energy
pl ants, on average, emt a higher level of mercury and NOx than

8 7 U S . C 8§7624.
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coal plants.® Further, RETEC asserts that new WIE facilities are
likely to be built in New York City or other densely popul at ed
areas, and in | owinconme communities or comunities of color, and
that therefore inclusion of MSWis precluded by New York State's
environnental justice policy recently recomended to DEC. *

Concerning the environnmental inpacts of MSW DEC notes
that notw t hstandi ng conpliance with State and Federal
envi ronment al standards, including Federal Maxi mum Achi evabl e
Control Technol ogy Standards, all pollutant sources nust conply
wi th these standards regardl ess of whether or not they are
included in the RPS. In the year 2000, MSWwas responsible for
26 percent of nercury em ssions in New York, according to a
conprehensive nercury inventory conducted by DEC to eval uate
mercury em ssions for every air pollution source in the State,
i ncl udi ng nmuni ci pal waste incinerators.®

C. The Public Response

The nmuni ci pal solid waste issue generated far nore
public response than any other, fromlocal and state officials
and many hundreds of New Yorkers.

The issue of inclusion of municipal solid waste in the
RPS generated far nore public controversy than any ot her.
Letters supporting eligibility for MSBWwere received from State
Senators Wight (Chairman, Energy and Tel econmuni cati ons
Comm ttee), Trunzo (Deputy Majority Wiip and fornmer Senate
Chai rman of the Special Legislative Comm ssion on Water Resource
Needs of Long Island), Saland, Johnson, Maziarz, Brown, and
Hannon; Assenbly nenbers Del Monte, Brown, Mgnarelli, Tocci
Kol b, and Barclay; the Mayors of WIllianmsville, Lockport,
Henpst ead, and Peekskill; Town Supervisors from Lancaster and
Al den; the New York State AFL-CI O the Hudson Val |l ey Gateway
Chanber of Commerce, and the Dutchess, Oswego, and Onondaga
County Resource Recovery Agencies. Al so witing in support were

8 RETEC Conments, p 21.

% This policy can be found at:
http://ww. dec. state. ny.us/website/ej/ejfinalreport. pdf.

8 DEC notes that since 2000, the State has seen a decline in
mercury emissions, Including for MSW.
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the Director of the Earth Engi neering Center, Colunbia
Uni versity, and the Solid Waste Association of North Anerica, New
York State Chapter.

Letters in opposition to eligibility were received from
Congressworman Vel azquez; State Senat or Parker (Ranking Menber,
Energy and Tel econmuni cations Committee), Assenbly nenber Colton
(Chair, Legislative Conm ssion on Solid Waste Managenent),

Envi ronnent al Defense, Anerican Lung Associ ation plus 39 other
envi ronnment al organi zati ons, many of them urban or environnental
justice organi zations and coalitions, and the Consuner Policy

I nstitute of Consuners Union. In addition, 938 citizen letters
were received opposing eligibility for MSW
d. Di scussi on and Reconmendati on

As to the dispute over the environnmental effects of
muni ci pal solid waste-to-energy, it is undisputed on this record
that the nunicipal solid waste-to-energy technology in use in the
state today represents a substantial inprovenent over earlier
technol ogi es; and there is no assertion on this record that these
plants are in violation of applicable environnental standards and
regul ations. There is also no dispute that to the extent a
waste-to-energy facility conplies with the criteria for eligible
bi omass, it may participate in the RPS on that basis for the
bi omass portion of its fuel. However, there is also no dispute
that these plants and ot hers enpl oyi ng conparabl e technol ogi es
are responsible for mercury and di oxin em ssions, and a hi gher
| evel of other enissions than coal generation.”

New York has ten waste-to-energy (MSW facilities,
generating approximately 300 MAN I ntegrated WAste notes their
efficiency and, in many cases, their location in or near urban
areas. |Integrated Waste points out these plants provide basel oad

8 Parties dispute whether or not comunities with waste-to-
energy plants disposing of nunicipal solid waste have a better,
or a worse, record of recycling and reuse. The record is
inconclusive on this issue and it does not appear necessary to
decide it here.

- 57 -



CASE 03-E-0188

power and ease transmission constraints® and that, generally, NMSW
facilities exceed Clean Air Act standards, and reduce carbon

equi val ent rel ease into the atnosphere in significant vol unes.®
Proponents of MSWeligibility expect that inclusion of a broader
range of resources will reduce the price of renewables, and warn
of the difficulty in reaching the 25%target without MSW They
note that waste-to-energy fulfills many of the working

obj ectives, providing basel oad power near urban areas, fuel
diversity, and enploynent.* They al so point out that their
plants are in conformance with a wi de range of federal, state,
and local permtting, are subject to conplex siting procedures
and strict regulation for em ssions pursuant to the

i npl enentation of the EPA s Maxi mnum Achi evabl e Control Technol ogy
standards. Moreover, waste-to-energy use of MSWreduces
landfilling, and may bring other econom c benefits to a host
conmuni ty.

Parties opposing MSWeligibility, including RETEC, DEC,
and the Attorney Ceneral, marshal environnental and policy
argunents. First, they explain that while MSW contains bionass,
it al so contains non-biomass matter: plastics, glass, and netal.
Mor eover, the bionmass-based el enents of the MSW wast estream may
not be sustainably harvested. |Integrated Waste al so estinmates
t hat 25% of the MSWwastestreamon a Btu basis is nonrenewabl e
inorganic or organic material; by weight, RETEC asserts,
subm tting EPA data fromthe year 2000, roughly 65% of MSWis
bi omass and sone 31% pl astics, netals, glass, rubber, and
| eat her.

8 A full discussion of the technol ogy, standards, and
environnental inpacts of MSWis contained in the DGEIS, pages
94- 105.

8 Nationally, Integrated Waste notes, MSWplants reduce carbon
equi val ent release into the atnosphere by 11 mllion tons.
Comrent's, p. 4.

®© See New York State AFL-CIO letter (dated May 21, 2003), in
support, attachnment to Integrated Waste Comments.
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Second, opponents of MSWeligibility assert that New
York's MSW pl ants have hi gher-than-average em ssion rates for
mercury and NQ. "

Third, proponents of MSWeligibility note that the
| ocation of MSWfuel and plants in major urban centers nmakes them
all the nore valuable, as they are in or near heavy | oad areas
and can ease transm ssion constraints. However, opposing parties
suggest that New York City is the likely location for siting of
additional MSWfacilities, and cite concerns about adverse
envi ronmental inpact on inner-city comunities, poor comunities
and communities of color.

The recommendation is that MSW generation not be
considered an eligible resource in the New York RPS at this tine
because it is not sufficiently consistent with the proposed RPS
environmental objectives. Wile there is no dispute that the MSW
pl ants have greatly inproved their em ssion control technol ogy
and that they are in conpliance with applicable standards and
limts, there is also no dispute that their remai ning em ssions
of mercury and NQ, exceed those of the dirtiest fossil fuel
gener ati on—oal .

Further, al one anong candi date resources, MSWhas a
source of funding in addition to electric sales: nunicipalities’
tipping fees for waste.” Wth this in mind, on this record the
MSW pr oponents have not nade a strong claimthat their industry
needs the financial support fromratepayers in an RPS.

Finally, the opposition voices on this issue illustrate
that MSWtechnol ogy is not one New Yorkers are likely to want to
subsidize with additions to their nonthly electric bills. The
credibility of the RPS hinges in |large part on public acceptance
that this programw || deliver benefits.

An option, however, is to engage in a process with
other affected State agencies, to define specific em ssion and
other criteria under which MSWtechnol ogy woul d be consi dered

°. RETEC Comments, Appdx. D, Hershkowitz, Logan, and Swanston
Affidavits.

%2 Integrated Waste Coments, p. 2.
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eligible in the future. Today, of course, MSW generators nmay
participate in the RPS to the extent their facilities conmply with
the requirements for renewabl e bi onass.

Sonme parties, including Taylor Recycling, note that new
wast e-t 0- energy technol ogi es are under devel opnent and shoul d
have the opportunity to participate in the RPS. The Conm ssion
shoul d establish a nmechanism in the inplenentation phase of this
proceedi ng, to add resources to the eligibility list. Another
option for the Commission is, in addition, to establish in
conjunction with other affected state agencies, a set of specific
goals or criteria for waste-to-energy facilities at a |later date
to quality for eligibility.

3. Bi omass

The Biomass Eligibility Wrking Goup reached general
consensus as to sone issues, identified areas of divergence, and
proposes to continue its work effort to report specific
recommendations. Cenerally, the group agreed that bionass
resources could be eligible under proper conditions.
Specifically, as to wood bi omass resources, the group agreed
sustai nability standards, harvest oversight, and a verification
regi ne were needed and coul d be designed to ensure wood resource
sustainability. As to processed and treated bi omass resources,
the group agreed to define environnmentally beneficial conditions
under which certain categories of processed and treated bi omass

materials should be eligible. It agreed to review net air
em ssions of biomass facilities and recommend standards (as well
as standards for landfill gas and co-firing facilities). The

group al so agreed to assess size and other standards for eligible
| i vestock operations.

The efforts of the Bi omass Subgroup of Wbrking G oup
one produced an agreement on a definition of eligibility for
bi omass. Some parties raised additional concerns. For exanple,
Sierra C ub opposes inclusion of biogas fromdigesters at
concentrated ani mal feeing operations, charging that the
verification of conpliance with permts |acks accountability.
O her aspects of the Biomass Agreenent al so rai se concerns.
Anmong these is that the Agreenent's terns woul d appear to excl ude
smal | er concentrated ani nmal fee%;?g operations entirely; that the
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alternative fuel provision of the agreenment would allow up to 30%
of a biomass facility's fuel to derive from non-hazardous waste
alternative fuels, without restriction, which could include
treated woods and coal tar soils; the requirenent regarding
bi omass co-firing with coal that a m ninum 25% of the fuel input
must be from energy crop bi omass appears technol ogically
i nfeasi bl e and unnecessarily exclusive. Considering these and
ot her concerns expressed, the recomendation is to adopt the
eligible biomass definition contained in the Draft GElI S.

4. Custoner-Sited

Proposal s i ncluded cl assifying as eligible custoner-
sited facilities only if interconnected to the grid; including
all custoner-sited facilities.

Sonme parties preferred an RPS eligibility standard
sinmply delineating eligible fromineligible resources, rather
than using a tier structure to define |evels of technol ogies’
participation in or benefit fromthe RPS. M opposes the
creation of an SBC-like tier, and argues that should it be
i ncluded, it should not be front-end | oaded to reduce costs. In
M views, acquisition of solar, fuel cells, or small w nd should
be postponed until at |east 2011, contrary to the Staff assertion
that front-end | oadi ng was expected to encourage technol ogi cal
i nprovenent and eventual ly | ower costs.

O her parties propose additional prem umor direct SBC
incentives to stinulate devel oping technologies. Simlarly, sone
parti es suggest a |location prem um

The recommendation is to include these resources
as detailed in the Draft GEIS.
5. Tiers
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On June 9, 2003, a dean Technol ogi es Coalition®
circulated a formal version of a tier proposal offered during
Wor ki ng G oup One neetings. The proposal, titled Technol ogy
Attributes Measurenent, would be used to award credits based on
how wel | any technol ogy met RPS goals. No technol ogy would be
per se excluded; each technol ogy woul d be assigned a score based
upon a wei ghted set of RPS objectives. Technol ogi es achieving
some m ni mrum score would be eligible to earn a premum Criteria
of fered include: greenhouse gas life cycle em ssion; pollutant
life cycle em ssions, including waste recovery; fossil fuel
reduction; increased generation diversity and inproved energy
security and reliability; economc activity; cost effectiveness;
and efficient conversion of fuel to energy. Once quantifiable
criteria were specifically defined, each technol ogy woul d be
assigned a score.

| PPNY proposes that all renewabl e resources be included
in the RPS, whether existing or increnmental, arguing there is no
basis to distinguish between old and new and that it cannot be
assuned that existing renewable sources will continue to operate
indefinitely (I PPNY, 4). [|IPPNY, with AES-NY and ot hers, opposes
tiers, arguing a conpetitive renewabl es market depends upon
ensuring no single renewable technology is artificially favored
over another®. Once resources are defined as eligible, |PPNY
argues, conpetition will ensure the nost cost efficient and
beneficial technol ogies and | ocations prevail. Many parti es,
such as RETEC, assert the RPS should include increnental
resources only, defining "increnental ™ as those resources in
production January 1, 2000 or |ater.

% Supporters include Brooklyn Union Gas Conpany d/b/a/ KeySpan
Energy Delivery New York, City of Jamestown Board of Public
Uilities, Cty of New York, Consumer Power Advocates, Coast
Intelligen, Inc., The E Cubed Conpany, LLC, Hess M crogen,
| nvensys, KeySpan Busi ness Sol utions, LLC, KeySpan Gas East
Corporation d/b/al KeySpan Energy Delivery Long |Island, KeySpan
Technol ogi es, Inc., N agara Mbhawk Power Corporation, N Source
Inc., Nuvera Fuel Cells, Real Energy, Turbosteam Encorp, Gas
Technol ogy Institute, OficePower, and Entree, LLC

% | PPNY Comments, p. 4.
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Several parties proposed sone form of naintenance tier
to offer some level of premumto protect generators, such as
sonme existing hydropower or waste-to-energy that have
environnmental benefits but could be at risk fromcontract
expiration, |eague or regulatory changes, or market pressures.

O her tier proposals included assigning a sliding scale
to categories of resources based on their environnental
attributes, attaching different alternative conpliance prices to
each category and requiring load serving entities to satisfy
their RPS obligations fromnore than one category. Sone proposed
a two-tier approach with higher prem uns for technol ogi es
requiring additional incentives.

D scussi on and Reconmendati on

For sinplicity of inplenentation and verification, it
appears nost appropriate to consider the bulk of eligible
resources in one main tier. The proposals to weight or grade
resources by their consistency with the RPS objectives, their
envi ronmental benefits, or their costs, appear to inject both a
| evel of conplexity and a level of quantifiability that are not
justified on this record.

However, the creation of an SBC-like tier to ensure
continued and accel erated devel opnent of emergi ng technol ogi es
such as solar and fuel cells, is essential. In direct price
conpetition with other renewabl e resources, those technol ogi es
wi |l not soon be reached on the supply curve. Yet their
potential value in, anong other things, |ocating renewable
generati on near heavy |oad areas, environnental benefits, and
fuel costs, argues for a serious effort to support their
devel opment. O her options, including reducing, increasing, or
elimnation of the SBC-like tier, are al so supported by this
record.

6. Nucl ear Power

Sonme parties, including N agara Mhawk, urge inclusion
of nucl ear energy, on the ground that it avoi ds greenhouse gas
em ssions and ot her environnental burdens, and otherw se conports
with the RPS working objectives. Oher parties, including RETEC,

respond that nucl ear power cannot be classified as renewabl e
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because it utilizes uranium a fuel which is nonrenewabl e and has
its own adverse environnental inpacts.®

E. Overall Structure of an RPS

Anot her central choice in the design of an RPS concerns
the overall structure: should the procurenent of renewabl es be
t hrough sone centralized mechanism or by individual |oad serving
entity? To tackle this conplex issue, parties divided into two
Wor ki ng Groups. One thoroughly exam ned vari ous approaches to
central procurenent, with the task of reporting on the best
practices to use that nethod. Goups of parties in that Wrking
G oup proposed several different central procurenent nodels,
followi ng reports from NYSERDA, NYPA and Long Island Power
Aut hority (LIPA) about their legal authority to participate in
t hese nodel s.

Anot her Working Group, simlarly, tested various
approaches to procurenment by individual |oad serving entities,
i ncludi ng LI PA, NYPA, nunicipal providers, cooperatives, energy
servi ce conpani es, and delivery conpanies. They exam ned anong
ot her things, incentive nmechanisns, which entities wll
participate, and how to establish percentage or nmegawatt hour
targets. This group al so devel oped several options for that
procur enent net hod.

Wor ki ng G oups Two and Three were charged with

exploring, in detail, their respective structural nodels. A
joint meeting of the two produced no strong preference. 1In
comments, parties expressed preferences, with their rationales.
1. | ndi vi dual Conpl i ance
Wor ki ng Group Two exam ned an individual conpliance
nodel, listed certain consensus elenments, and created a straw

proposal detailing certain additional elenments. Wth respect to
t he concl usi ons and proposals of Wirking G oups Two and Thr ee,

® RETEC cites the Environmental Protection Agency (EPA) for the
conclusion that "[u]lraniumis a nonrenewabl e resource that cannot
be repl enished on a human tine scale.” RETEC Comments, p. 30.
www. epa/ gov/ cl ear ener gy/ nuc. ht m
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each grappling with overall RPS structure, parties commented on
t he groups’ consensus and straw proposal s, and suggested
alternatives.

a. Determ nation of Participating Entities

Working G oup Two reached consensus that all | oad
serving entities should be included, enconpassing LIPA NYPA,
muni ci pal s, cooperatives, and delivery conpanies, subject to the
right of NYPA and LIPA to elect not to take part. The group
suggests, as a straw proposal, that all Energy Service Conpanies
(ESCOs) should be included to ensure all custoners contribute to
achieving the targets. The straw proposal al so provides that
self-generation | oad should not be included, as it does not
entail retail sales and the adm nistrative burden coul d outwei gh
the benefits. Parties agreed that if LIPA elects not to take
part, its load should be renoved fromtarget cal culations. The
straw proposal suggests that if NYPA should elect not to take
part, NYPA's full service |oad requirements al so should be
removed fromthe target cal cul ations.

Sonme parties argue for the exclusion of NYPA custoners
fromthe base to be assessed the cost of the RPS prem uns, on the
grounds that NYPA custoners receive reduced rates as part of a
state programto provide industry with attractive electric rates,
critical to the state's econom c devel opnent strategy; that NYPA
custonmers have fixed long termcontracts and will not reap the
benefits of reduced whol esal e energy prices avail able to other
custoners; and that NYPA's energy portfolio is already
overwhel m ngly renewabl e, and as a | oad-serving entity it has
nore than nmet its 25 percent obligation. M argues that, in
particular, for NYPA custonmers, there will be no suppression
effect, nor will there be such an effect for custoners covered by
| ong-termcontracts.® Should NYPA participate in the RPS,
according to M, all NYPA custonmer prices would increase.

Agai nst, parties assert fairness requires spreading the
cost of the RPS anong all electric customers; NYPA s custoner
base has enjoyed an anple share of reduced electric rates; and

% Tr. 546, MI Cost Comments, p. 6.
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commercial custoners can pass increased electric costs on to
their own custoners, an option not available to residenti al
cust oners.

Since this Conmm ssion does not regul ate NYPA, the
recommendation is advisory only, not binding;, and the two
justifications for including NYPA custonmers bear scrutiny. The
first is the added cost to the bal ance of ratepayers. An
anal ysis of the cost burden to the rest of ratepayers from
excl udi ng NYPA custoners denonstrates that it is insignificant.
Wth NYPA custoners included, worst case bill inpacts show a 2.24
percent increase; excluding NYPA custoners shows a 2. 38 percent
bill increase.

The second justification for recommendi ng NYPA custoner
participation is fairness. Yet advocates are persuasive that
adding costs to a priority programfor econom c devel opnent may
have adverse consequences di sproportionate to the benefits.

A secondary consideration is that NYPA' s portfolio
t oday has the highest percentage renewabl e resources (hydropower)
in the State.® NYPA renewabl e resources account for nore than 50
percent of the baseline renewable energy retailed in New York.™
I ncl udi ng NYPA ratepayers in the RPS would require themto pay an
addi tional charge although their utility is already at nore than
twice the RPS target standard. These considerations al so support
excl udi ng the NYPA custoner base.

The recommendation is to design the RPS such that NYPA
custoners do not contribute to the prem uns.

b. Muni ci pal s

As to the participation of nmunicipals in the RPS, while
the objective of equitable distribution of the cost burdens of
the RPS mlitates for their inclusion, their argunents that their
portfolio already consists of approximately 87 percent
hydropower, that they practice aggressive energy efficiency and

% According to the Environnental Disclosure database, for NYPA's
direct custoners alone it provides nore than 42% hydr opower ;
including its nunicipal custoners drives the percentage far
hi gher .

% NYPA Conments, p. 2.
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conservation; and that their increnental load is so slight as to
have no material inpact on either the statew de resource m x or
t he cost burdens to be borne by the bal ance of the ratepayers are
persuasi ve. Accordingly, the recomrendation is to exenpt
muni ci pal public power entities.

C. Determ nation of Individual Entity Target Levels

Wirki ng G oup Two reached consensus that the targets
shoul d track actual |oads by entity. It agreed that credit
trading was an inportant conponents of individual conpliance, and
that a true-up period should be provided to match tradabl e
credits with load. The consensus was that targets should be a
fi xed percentage applied to the actual |oad served, ranped up
annual | y beginning in either 2005 or 2006. The straw proposal is
that, to ensure all customers fairly contribute to achieving the
target; there should be no adjustnment for |ong-term power
pur chase agreenents or full service requirenent service from
utilities. The straw proposal is that credit trading and an
alternative conpliance nechani sm rather than target adjustnent,
shoul d be used to account for weather.

d. Al ternative Conpliance Mechani sm

An al ternative conpliance nechanismis a default
paynent frequently to a dedicated fund, by a |load serving entity
that has not procured its target percentage of renewabl e
generation in a given year. Since RPS prograns have established
a specific sum another approach is to set the alternative
conpl i ance nmechani sns at sone percent of the certificate price
for the prior year.

No consensus was reached on this issue. Wrking G oup
Two’ s straw proposal suggests an alternative conpliance nechani sm
to ensure flexibility for participants while assuring program
targets are nmet when sufficient renewabl e energy i s unavail abl e.
Participants could neet targets through bilateral contracts,
trading RPS credits, or $ MM paynents into an alternative
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conpl i ance nechani smfund for future renewabl e energy projects
or, if none can be identified, demand si de managenent.*

e. Enf or cenent Mechani sm

At issue was whether the RPS required further nethods
to penalize those who failed to reach their targets. No
consensus was reached on this issue. Wrking Goup Two's straw
proposal suggests that with an alternative conpliance nmechani sm
no additional enforcenent or penalty nmechani sm beyond the
provi sions of the Public Service Law, is necessary.

f. Recovery for Conpliance By Delivery Utilities

Wirki ng G oup Two reached consensus on the presunption
t hat participants would weigh the econom cs of various qualifying
options and choose the econom cally favorable option; and that
utility cost recovery is presuned, subject to Public Service
Comm ssi on prudence revi ew.

2. Central Procurenent

a. Preferred Central Procurenent Entity,
with Rational e

Wor ki ng G oup Three created two central procurenent
nodel s, detailed in its docunentation: a NYI SO Procurenment Mde
and a State Agency Procurenent nodel

b. The NYI SO Procurenent Mde

The NYI SO Procurenent Mdel entails formation of a new
group, a New York State Renewable Portfolio Board, to inplenent
the RPS by forecasting increnental eligible production needed to
meet RPS requirenents, and facilitating a centralized Request-
for-Bid market process for renewable attributes associated with
physi cal energy production.

Wirking G oup Three identified the follow ng as
advant ages of a NYI SO Procurenent Mdel as: (1) including all New
York State |oad, hence reducing the per-unit cost of an RPS;
(2) paynent and coll ection nmechanisns already exist in the NYI SO

® The Working Group Two straw proposal suggests these paynents
woul d be the | esser of $50/ MM or 150 percent of the market
val ue of renewabl es.
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Open Access Transmission Tariff (OATT) for defined suppliers and
transm ssion custoners; (3) the NYI SO al ready operates other

mar ket s such as energy, I CAP, ancillary services, and
Transm ssi on Congestion Rents; and (4) NYI SO has a wel | -devel oped
mar ket nonitoring unit.

It identified these as di sadvantages of the NYI SO
Procurenent Model: (1) Sone parties opposed using a NYTSOR S. 1
charge as the nmeans for the collection of funds; (2) uncertainty
of obtaining a favorable vote fromthe NYI SO governance; (3)
possible limtations on the NYI SO mandate; and (4) possible
di sruptive effects on existing energy market marginal pricing and
retail access.

C. The State Agency Procurenent Mde

Thi s approach entails the State agency issuing a
conpetitive solicitation for eligible renewable attributes and
choosing the winners. This solicitation would resenble current
SBC grants, awarded conpetitively and paid out over five years
based upon kWh output. Inplenentation of this nodel needs to be
conpati ble with conversion transaction and the State agency woul d
need to enter into long-termcontracts for at |east a significant
portion of the attributes.

3. The Parties’ Positions

Staff asserts the advantages of both the individual
procurenent nodel (consistent with conpetitive market structure)
and central procurenent (efficient procurenment and | ess pressure
to enter long-termcontracts), concluding that | oad serving
entities (LSEs) should have several options to neet RPS
obligations. The Staff proposal resenbles the RETEC July 23,
2003 Hybrid Procurenment Moddel, and is supported by Westchester,
Green Mountain (by these two parties in the formof a central
procurenent regine with individual opt-outs), and CPB. A central
procurenent structure is favored by the utility parties
general ly, being urged by Anerada Hess, CHG&E, City of New York,
Con Edi son Solutions, Joint Uilities, Energy Association,
Keyspan, LIPA (as long as LIPA may opt out), NEMA, Attorney
CGeneral, NYSERDA, Ontario |ISO (supporting a “common trading
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platforni), Ri dgewood, Sel ect Energy, the Small Custoner Marketer
Coal i tion, and UWA- | BEW

RETEC points out that the individual procurenent nethod
is the only one with a track record fromother states to draw
upon; nonetheless it supports a NYSERDA-run program wth a | ong-
termstrategy to shift renewabl e acquisition responsibility to
energy service conpani es.

Thi s approach entails the State agency issuing a
conpetitive solicitation for eligible renewable attributes and
choosing the winners, simlar to the current SBC grant program
The State agency would need to enter into long-termcontracts for
sonme significant portion of the attributes.

The current and projected cost of electricity from
renewabl e resources will remain at costs above the market cost of
conventional generation resources through the tinme period
studied. The record in this proceeding denonstrates that
potential devel opers of such resources will need |ong-term
contracts if they are to obtain financing. In addition, the
experts who created the supply curve nodel used in Cost Study II
opi ned that the unit cost of renewable resources is considerably
| ower when a long-termcontract is offered. |In establishing an
RPS, the Comm ssion should establish that if utilities enter into
prudent and conpetitively obtained | ong-term contracts,
particularly contracts-for-differences, for renewabl e resources
to conply with the RPS, they will have the opportunity for cost
recovery. Wiile sone parties argue that the recent history of
severe cost consequences of |long-termcontracts should warn the
Conmi ssion off this course, in this context the Conmm ssion
retains the flexibility to review and nodify the RPS based upon
annual nonitoring and the Year 2008 review

4. Recommendat i on

Because the hybrid central procurenent nodel proposed
by Staff nmaxim zes early ventures and ease of procurenent, while
laying the basis for a certificates market, it is reconmended.

F. Credit Trading
The Credit Trading Wrking Goup investigated and

recommended various systens for trading renewabl e energy credits,
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i ncluding an evaluation of characteristics of trading systens in
nei ghbori ng regi ons; possible inpacts of various options on
conpliance cost and supply; and the relationship to New York’s
exi sting conversion transactions market and environnent al
di scl osure program
1. Consensus | ssues

The charge of Working G oup Four was to devise a New
York trading systemto enable trading of renewable energy credits
separately fromenergy contracts or transactions.

a. Establ i shnment of New York-Based Credit Trading

System

A consensus was reached that there was no need to wait
for the establishnent of a regional systemto establish a credit
or certificate trading programin New York. Therefore New York
shoul d nove ahead and design a New York tradi ng system conpati bl e
wi t h nei ghboring systens. Near-consensus was al so reached t hat
Wor ki ng Group Four's task should be spun off into a separate
track to continue to design the details a New York trading system
over the next nonths, w thout del aying the adoption of a general
RPS policy favoring a trading system of sone ki nd.

b. Establi shnment of an Inplenentation Track

Wor ki ng G oup Four concl uded that inplenentation
specifics will be dependent on policy choices as to eligibility
made as a result of the Eligibility Wrking Goup (One). Wrking
Group Four is satisfied that as long as the RPS Policy Statenent
includes a commtnent to creating some New York trading system
criteria for the creation of such a system establishnment of a
process to finalize the New York trading system and the
continuation of conversion transactions for environnental
di scl osure, remaining inplenentation details could follow

Second, they agreed that inports into New York shoul d
be allowed to be traded. As New York appears likely to be a net
i nporter of renewables, there was consensus that eligible inports
should be allowed to be traded here. The definition of “region”
was | eft open, with the understanding that a deliverability
requirenent, if adopted, would inpose its own ineluctable
geographical limtations.
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Third, parties reached consensus in supporting a
separate procedural track for inplenmentation of the design
specifics should the Comm ssion decide to inplenment a New York
certificate or credit trading system

C. The Deliverability Requirenent

A critical issue that was not agreed upon concerns
deliverability—the requirenent that the actual energy itself be
delivered into the New York electric grid for the attributes
associated with that energy to be traded in the New York Tradi ng
System Parties agreed deliverability is a key criterion to be
deci ded by the Commission in its policy statenent. Parties
di scussed the |ikelihood that issues of reciprocity,
envi ronnment al benefit, econom c benefit, and trade restrictions
woul d be resol ved by the inposition of an energy deliverability
requi renent. Parties opposing deliverability asserted the val ue
of elimnating barriers to attribute trading.

i. The Parties' Positions

The Joint Utilities, Union of Concerned Scientists, and
others share the view that the RPS should include a certificates
tradi ng system accommodating inports and exports, and conpatible
with simlar systens in neighboring regions. |In addition, Joint
Uilities argue existing New York State renewable initiatives
(i ncluding the Environnmental D sclosure Conpliance Progran
shoul d be incorporated into or made conpatible with the proposed
certificate program and that Wrking G oup Four should reconvene
to design a certificates trading system ' The Nati onal
Associ ation of Regulatory Utility Conm ssioners (NARUC) al so
supports the use of certificates in an RPS program ' These

10 joint Utilities provided the outline and workplan for the PIM
certificates trading programas Appendix Dto their Initial
Comrent s.

100 NARUC Gui de, Chapter Six, at 55-71. NARUC vi ews regi onal
coordi nati on as necessary because: the market for electric
generation is regional, generators and retailers operate in
nore than one state, certificates nust be tracked anong nulti -
state market participants. Additionally, according to NARUC,
the RPS wi |l be vul nerable to doubl e-counting, both
i ntentional and unintentional, and regional coordination is
necessary to verify retailers’ clains regarding the attributes
of their power products.
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parties agree tradable certificates reduce the costs and pronote
a conpetitive renewabl es market;* Union of Concerned
Scientists' agrees that a market-based approach to price
certificates is designed to provide the greatest anmount of clean
power for the |lowest price.™

Sonme parties, such as Joint Utilities adduce proposed
federal |egislation™ which includes a national RPS, as well as
cost considerations, to support a conpatible regional, if not
national, certificates system Further, they argue, cost
efficiency dictates that a certificates trading system be
regionally if not nationally conpati bl e.

I nclusion of inports in the RPS was vi ewed as
fundanmental to developing this regional plan. Sonme parties such
as Joint Uilities concluded that deliverability is not
necessary, if the exporting region has reciprocity with New York.

Sone parties, including Joint Utilities, support
continuation of the voluntary green market but express concerns
t hat new procedures and practices nust be put into place in New
York which will allow both the voluntary green market and the RPS
to function effectively side by side w thout doubl e-counting
attributes, with appropriate product |abeling and environnent al
di scl osure, and w thout placing a discouraging adm nistrative
burden on market participants.

Currently in New York State the transfer of attributes
is tracked as part of the Commi ssion's Environnmental D sclosure
Conpl i ance Program® and its associ ated conversion transactions.
Al'l energy generated and sold in New York State energy markets is
reported to the Departnment of Public Service (DPS) for purposes
of environnental disclosure reporting. Generators report

102 1'd. at 56; Scientist Report p. 7.

103 gScjentist Report p. 7.

1% 514 and H. R 6, Energy Policy Act of 2003.

1% Case 94-E-0952 - In the Matter of Conpetitive Qpportunities
Regarding Electric Service, Opinion No. 98-19, Opinion and
Order Adopting Environmental D sclosure Requirenents and
Est abl i shing a Tracki ng Mechani sm (i ssued and effective
Decenber 15, 1998).
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bilateral transactions to the NYISO. The NYI SO reports both
bilateral transactions and spot market transactions to the DPS,
while | oad serving entities report load nodifiers. It is assuned
t hat each transaction has involved the sale and purchase of both
the energy and its associated attributes froma particul ar
gener at or .

After historical spot market sales are reported by the
NYISOto the DPS, the DPS reports to each generator those
attri butes which may be used for conversion transactions. Load
serving entities may negoti ate an exchange (conversion) of
attributes with interested generators. Here attributes nmay be
separated fromtheir energy source.

Currently conversions nmay only be based on spot market
transactions. Finally, in the case of inports, deliverability of
energy is a requirenment: attributes alone cannot be inported.

Sonme parties charge that, as presently designed, the
New Yor k Environnmental Disclosure Programis not conpatible with
ot her regional market designs. RETEC agrees, arguing that
certificate trading allows for future regional integration
prevents doubl e-counting of renewable attributes, and can support
environmental disclosure and labeling. In its view, New York w ||
advance a regi onal approach to environnmental and energy issues by
adopting a certificate tracking and trading systemsimlar to
that used in New England. RETEC rejects maintaining conversion
transaction while seeking conpatibility with other regions,
argui ng for dial ogue among jurisdictions."™ In addition, RETEC
urges swift adoption of an attribute trading systemto unbundle
renewabl e energy certificates and energy, such that they are
treated i ndependently in spot market transactions and bil ateral
contracts.

As to a strict delivery requirenent, RETEC proposes
certificates fromotherw se eligible new renewabl e generation in
adjoining | SCs that both provide environnental benefits to New
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York, and offer reciprocity should be available to conply with
the New York RPS. '

Shoul d the Conm ssion inpose a strict delivery
requi rement upon out-of-state generators, RETEC suggests a
rel axed whol esal e matching regi me shoul d be adopted, arguing
strict hourly matching and schedul i ng unnecessarily burden
intermttent renewabl e resources.

Parties including | PPNY, Reliant, and RETEC, urge the
New York RPS not create new seans anong markets, urging
unbundl ing of energy and attributes to sell separately, and the
adoption of a New Engl and-style Generator Information Systemto
ensure regional conpatibility.

O hers, including Staff, and R dgewood, urge adoption
of a strict delivery requirement: that is, qualifying renewable
certificates nust be associated with energy that is produced and
is scheduled into the NYI SO from a renewabl e energy generator and
then to a |oad serving entity within the State, to ensure New
York reaps the benefits of a New York RPS, in particular the
reduction of emnissions (other than CQ)'™, energy security,

i ndependence and portfolio diversity, and econom c benefits
expected fromstinulation of the renewabl e generation industry in
the state. Wthout displacenent of fossil fuel-generated energy,
far fewer of these benefits wll accrue in New York.

Sonme parties including Staff, and R dgewood, al so
support a strict delivery requirenent. Under Staff's plan,
inmports would be eligible for the RPS if and only if the energy

197 However, RETEC woul d support a strict delivery requirenment for
regi ons not neeting these two criteria.

1% Car bon di oxi de (CQ) is a principal greenhouse gas; CO

em ssions contribute significantly to global climte change.
Because these effects are global, rather than | ocal,
reductions of CO mtigate the global warm ng effect,

regardl ess of location. |In contrast, the em ssion of other
subst ances, such as sul fur dioxide and nitrogen oxide, from
fossil fuel generation has |ocal effects. The regional
greenhouse gas task force project, recognizing this

di stinction, envisions a regional cap-and-trade program for
CO, and ot her contributors to the greenhouse effect.
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is schedul ed by the NYI SO and physically generated by the
participating generator.' The rationale for the strict delivery
requirenent is to maximze public support for the program which
may ot herwi se be perceived as requiring New York residents to
finance out-of-state projects delivering | ess benefit at hone. ™
ii. Discussion and Reconmmendati ons

Several interwoven decisions are necessary to resolve
the i ssues concerning trading renewable credits. The fundanental
concept is that for each unit of renewabl e generation—or
exanpl e, for each negawatt hour of w nd power—+wo products
result: a nmegawatt hour of electricity, and a negawatt hour's
worth of the renewable attribute. Traditionally the purchaser of
t he megawatt hour of electricity froma renewabl e source has al so
purchased the renewable attribute; that is, these two commodities
wer e bundl ed and sold as one. Unbundling the renewable attribute
fromthe electric energy and establishing an attributes market is
a fundanmental aspect of RPS design; the Comm ssion identified the
“appropriateness of a ‘renewable attributes trading’ system and
t he conponents of any such systemthat m ght be devel oped,” as
Threshol d I ssue Nunmber 10 in the Instituting Oder, and this
guestion is addressed here.

At issue is whether New York's current conversion
transaction system developed in order to support the
envi ronment al di scl osure program should be replaced by a
certificate approach. Sone parties, notably participants in the

19 Wt hout running afoul of the Commerce O ause, (U.S.
Constitution, Art. |, 88) the Conm ssion may consider eligible
imports of otherwi se eligible resources, as long as those
inmports are at |least "deliverable" — that is, the energy is
capabl e of being scheduled into the NYISO This proviso draws
arational limting |line around New York State.

10 R dgewood cites a now defunct Los Angel es Departnent of Water

and Power program offering custoners "green tickets" for
renewabl e energy; with no requirenment that the energy be sold
in concert with the tickets, no energy produced in Los Angel es
by fossil fuel was displaced by the use of green tickets

(Ri dgewood I nitial Comrents, Exhibit B)
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1

renewabl e energy markets in New York and el sewhere, ™ argue a
certificate-based systemis nore flexible and | ess costly than
the current conversion transaction regine. |In their view,
conversion transaction erects market barriers and raises costs
because the only opportunity to purchase attributes w thout the
associ ated energy is through the spot market, elimnating bidding
strategies to maxim ze return. Perhaps nost inportant, parties
express concerns that only a fully unbundl ed certificate-based
systemis conpatible with neighboring systens, and is adaptabl e
to neet future FERC requirenents. Parties point to NARUC s
adoption of certificate trading as a "best practice.”" The Geen
Mountain Group views a certificate-based system as consistent
with any outcone as to a delivery requirenent.

In the Massachusetts RPS, ™ energy nust be settled
(used) in the | SO New Engl and Market Settlenment System nust be
generated within the nonth for which the attribute is clained,
and rmust be delivered with a North Anerican Electricity
Reliability Council (NERC) Tag confirm ng transm ssion fromthe
originating Control Area to the | SO New Engl and Control Area. The
New Renewabl e Generation Attributes have not been, and will not
be, otherwi se sold, retired, clained or represented as part of
el ectrical energy output or sales, or used to satisfy obligations
in jurisdictions other than Massachusetts.

Because New York's energy narket draws upon regions
ot her than New Engl and, the New Engl and nodel need not be adopted
inits entirety. Qher approaches are being explored in PIM
Quebec, and Ontario.

1. Mont hly Mat chi ng

Currently in New York, the environmental disclosure
program and the NYI SO financi al system are based upon nonthly
settlements of financial transactions. Any settlenment between

1 Anpng these are a group conprising Green Mountain, Anerican
W nd Energy Associ ation, Union of Concerned Scientists, and
Evol ution Markets. SeaWest W ndPower, Atlantic Renewabl e
Ener gy, Conservation Services G oup, US Energy Biogas, d obal
W nd Harvest, and Zil kha Renewabl e Energy (collective by, the
Green Mountain G oup).

12 995 CMR 14. 00.
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financial and energy transactions is done on a nonthly basis.
Accordingly, as the data is received fromthe NYI SO on a nonthly
basis, adm nistration of an RPS on any ot her basis would conflict
wi th the NYI SO and needl essly introduce inconsistencies and
conplexities into the marketplace for transactions occurring

wi thin New York, because of the current ability to do conversion
transactions in the spot market. However, interstate trades
requiring NERC tags from for exanple, the New Engl and spot

mar ket woul d defeat the feasibility of conversion transactions
for intermttents unless inports can be given the sane
flexibility under sonme conparable system Should an out-of-state
renewabl e generator choose to, for environmental disclosure

pur poses, these transactions are aggregat ed.

Conversion transactions are avail able for any generator
selling power directly into the New York State spot market. A
Mai ne wi nd generator cannot, w thout risk of penalty, presently
t ake advantage of this because to deliver energy into NYI SO
requires a NERC tag, and scheduling based upon an hourly matching
system under NYI SO rules. This system di sadvant ages
intermttent generation.

Anot her option is to allowintermttent generators in
adjoining control areas to sell their power into their |ocal spot
mar ket and then to schedul e an energy transaction for an
equi val ent anount of energy fromtheir spot market into the New
York spot market, with a NERC tag.

As long as the transaction into the | SO New Engl and and
t he NYI SO occur within the sane cal endar nonth and the generator
surrenders its New England REC, it woul d be assigned a New York
REC. This approach puts intermttent renewables in New Engl and
and in New York on the sane footing.

The recommendation is that the conversion transaction
system shoul d be revised to look nore like a certificate trading
system Instead of one report at the end of the settl enent
period, this market will need a dynam c electronic settlenment
system where parties can buy and sell certificates online in real
tinme.

The delivery requirement will result in | ower whol esal e

prices both on- and off-peak. Gven that sone intermttent
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renewabl e generation is nore avail abl e off-peak, hourly matching
woul d mi nim ze beneficial wholesale price reduction effects from
t hese renewabl es, which may not contribute significantly to peak
price reductions. However, a nonthly matching requirenent would
allow flexibility to enable some power under this programto be
avai | abl e to reduce whol esal e prices on peak.

The Conmm ssion began this process "to devel op and
i npl ement a renewabl e portfolio standard for electric energy
retailed in New York State". Instituting this proceeding, the
Comm ssi on sought devel opnent of an RPS to increase the "17% of
the electricity currently used in New York State" to 25
percent.' The benefits the Conmi ssion saw in establishing an
RPS i ncl uded i nproving energy security, and diversifying the
State's electricity generation mix." Wthout detail, the
Conmi ssi on envi sioned a programin which New York State woul d
reap directly the benefits of a |ocal renewables industry; some
of these benefits, including |ocal air em ssion reductions,
energy supply diversity and security, and protection from natural
gas price spikes or possible supply disruptions, only accrue if
the energy is actually delivered into New York State. In
addition, only with a delivery requirenment will New Yorkers enjoy
the offset to RPS costs in | ower whol esal e energy prices.

O the other states mandating strict delivery of
renewabl e energy by out-of-state renewabl e energy generators,
| SO New Engl and operating rules require delivery of renewabl e
energy into | SO New Engl and (al though not into specific nmenber
states); statutes in California, Nevada and Texas require strict
del i very.

In the alternative, the Conm ssion could decide on a
program geared toward neeting these goals on a regional, rather
t han state-specific, basis.

U3 |nstituting Order, p. 2 (enphasis supplied).

Y4t her goals, including greater economc devel opment
opportunities in the renewabl es industry, and attraction of
renewabl e technol ogy manufacturers and installers, could
arguably be net without a delivery requirenment, as a vibrant
renewabl e industry in New York State could be exporting its
energy and still benefit New YorKk.
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G Contract Standards

The Contracting Standards Wrking G oup explored when
or whether standards for the duration of contracts, or other
contract standards, are necessary. This Wrking Goup did not
reach consensus as to whether or not contracting standards were
necessary, but debated whether the PSC should establish a uniform
contract or establish paraneters.
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1. The Role of Long-Term Contracts

Parties agreed this was the central contracting issue,
al t hough no consensus was reached. Sone, although not all,
devel oper parties, particularly wi nd devel opers, asserted the
necessity of long-termcontracts to obtain financing; discussion
of NYSERDA contracts referenced four- to five- year terns.

Parties di scussed covenants protecting delivery of
generation, including a pre-construction bond, to be refunded
upon conpl etion of construction m |l estones; escrow accounts;
reconsi deration of credit policies. Parties discussed but did not
agree to proposals for pilots or interimtenplates for contracts
to ensure early renewabl e devel opnent.

2. Establ i shnment of Contracts
There was no consensus as to the w sdom of devel opi ng
standard contract tenplates. D sputes were unresolved as to the
appropriate length of contracts and whether contracts shoul d be
for both attributes and energy, or attributes-only.

3. Adm ni stration of the RPS and Cost Recovery

Staff proposes bidding on renewabl e certificates, based
upon a contract for differences approach, reflected in its cost
studies. In Staff's view, this approach resenbles both M's and
Con Ed Solution's, and caps paynents to generators by capping
MMs purchased under each contract. Staff suggests a functional
revenue cap could be achieved with symretrical contracts for
di ff erences.

M argues the RPS is a regulatory subsidy program and
shoul d be adm ni stered as such, not as a market-based program
In its view, no renewabl e generator should receive nore than
necessary for increnental projects to be built, rejecting
proposals to pay all renewabl e resources on a market-clearing
basis. In M's view, a Staff audit should determ ne the | east
cost renewabl e projects and those should be built. In M's view,
RPS paynents plus energy, capacity and ancillary services
revenues should equal the cost of a given renewabl e generation
unit. |If RPS paynments exceed cost, on an annual basis, consuners

shoul d receive a credit—etherw se the devel oper reaps a w ndf al
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and the RPS cost to consuners is inflated. Staff replies its
pay-as-bid auction proposal resenbles M's.

M asserts that RPS costs should be collected as an
explicit demand or customer charge, rather than a volunetric
surcharge. Staff prefers a volunetric charge since subsidies
will be paid by MMh: the benefits of an RPS are tied to the
vol ume of overall | oad.

H. The Reliability Inpacts

I n February 2004 the Phase 1 Report was issued, titled
"The Effects of Integrating Wnd Power on Transm ssion System
Pl anning, Reliability, and Operations (Phase 1 Reliability
Report). The report was prepared for NYSERDA by GE Power Systens
Energy Consulting, and was comm ssi oned by NYSERDA and the NYI SO
to evaluate the inpact of wi nd generation devel opnment in New York
State on the planning and operation of the State bul k power
system and to investigate the adequacy of the New York systemto
reliably incorporate and deliver substantial w nd generation in
years 2006 through 2013. The Phase 1 Report is a prelimnary
overal | screening assessnent to provide the
foundation for a nore detailed system performance eval uation. ™

Briefly, the Phase 1 Report indicates that the existing
transm ssi on system can accommodate | evels of wi nd generation
significantly in excess of those forecast in this case™ and that
the addition of wind generation in and of itself will not degrade
systemreliability. The Phase 1 Report concludes that the

115 A draft of Phase 1 was circulated to market participants and
active parties on January 8, 2004. A subsequent informational
nmeeti ng and comrent period gave parties the opportunity to
clarify and challenge the report’s findings. The final Phase
1 Report, released in February 2004, was the subject of an on-
the-record technical conference and suppl enental comments
filed by parties.

16 Assuming future construction of 10,000 MV of wind, the
transm ssi on system can acconmodat e about 5, 800 MV under
shoul der | oad system conditions and 6,125 MWunder |ight | oad
conditions. Phase 1 Report p. 2.2.

"7 The Phase 1 Report indicates, however, that reliability will
be negatively inpacted if existing, marginally operating
- 82 -



CASE 03-E-0188

addition of wind generation to 3300 MW (10 percent of peak | oad
and the rough equivalent to the forecasted RPS goals for w nd)
will increase net New York State |oad variability by about six
percent, an increase not expected to create significant operating
probl enms. Under the Recommended Decision Case, w nd should
i ncrease by 2013 to below 3,000 MW The Phase 1 Report al so
i ndi cates, however, that the intermttent nature of w nd power
reduces the reliability value of wind sites to about seven
percent, in particul ar because of two factors: first, the bulk
(85 percent) of additional wind will be sited west of Central
East; second, seasonal and tine-of-day characteristics of w nd
mat ch New York's peak poorly. New York has greatest need for
capacity in sunmer |ate afternoons and early evenings, whereas
w nd generation in this area tends to peak in the norning and
summer wind levels are |ower than in other seasons.

Eval uating other regions integrating substantial w nd
resources, the Phase 1 Report recommends New York adopt certain
i nterconnection requirenents, proven technol ogy inplenented in
the world's wind farns. 1In addition, in response to system
needs, newly devel oping features are al so recommended: ability to
set power ranps; governor functions; reserve functions; and zero-
power voltage regul ation. '

The Phase 1 Reliability Report urges New York
i mredi atel y comrence docunentati on of operational experience with
wi nd power; and devel opnent of centralized forecasting for w nd
power production, through establishnment of a wind forecast center
to provide data to systemoperators and wnd farns; key is
avai lability of forecasts with a consistent format from al
individual wind farms. It also concludes that the New York I SO
rules, as witten, need not be nodified to account for
significant wind generation, while planning criteria and
procedures shoul d be exam ned.

thermal generation is retired or prospective therma
generation is deferred or cancell ed.

18 The Phase 1 Report al so suggests New York consider a threshold
wind farmsize, 5 to 10 MW below which it may selectively
wai ve these requirenents.
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1. The Parties' Positions

AES- NY, LLC, Sithe Energies, Inc., and Reliant Energy
jointly express concern that the Phase 1 Report establishes that
85 percent of potential wnd sites are |ocated west of the
central east interface. Any new negawatt west of central east
provides little reliability benefit for the State's | oad centers:
New York City, Long Island and the New York control area. 1In
addition, these parties note that wind resources provide little
capacity benefit during the crucial on-peak periods (June, July,
and August). In the view of these parties, the Phase 1 Report
results are premature, in its conclusion that a ten percent w nd
penetration is supportable.

According to these parties, only with Phase 2 wll
critical necessary questions be resolved: forecast accuracy,
effective capacity, operating practices, and NYI SO mar ket
changes. In addition, these parties address the need for a
conpl ete operating anal ysis, re-dispatch inplications of
addi tional wi nd resources, including backing down of hydropower
facilities and fossil units, anong other things. The parties
conclude that a full understanding of the operational and
reliability issues nust be devel oped before further commtnents
for wwnd projects are a long-termbasis, in light of the fact the
NYSERDA has al ready contracted a total nunber of w nd negawatts
approaching the current NYI SO operating standard on intermttent
generati on.

In the coments of the Attorney General, the Conmi ssion
is assured that, based on the Phase 1 Report's prelimnary
assessnment, as nmuch as ten percent of New York's |oad can be net
fromw nd wi thout causing significant reliability problens,
therefore, with the addition of substantial anmpbunts of w nd
generation resources would be conpatible with a safe and reliable
transm ssion system The Attorney Ceneral also points out that
additional costs which may result fromancillary service
requi renents, installed capacity and reserve |levels, to be
detailed in Phase 2, will be relatively small conpared to the
overall costs and benefits of the RPS. The Attorney General
finally notes that the addition of wnd resources will be
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gradual , allowi ng the NYI SO to adapt with necessary rul es and
procedures to maintain a high level of reliability.

The Business Council, in its coments, reiterates that
no final decision should be made until specific sites and points
of interconnection are studied, and until costs of additional
wi nd generation are thoroughly analyzed. |In addition, the
Busi ness Council| points out that possible alterations of rules
and practices established by NYI SO need to be addressed foll ow ng
Phase 2.

Comments by | PPNY chal | enge the Phase 1 Report Fat al
Fl aw Power Fl ow Anal ysis, which did not consider whether
generating units re-di spatched to accormodate wi nd could or woul d
be able to be re-dispatched in the real world." At the
techni cal conference, the GE witness agreed that the consultants
did not anal yze whether thermal units backed down in the report
anal ysis m ght not be able to be backed down actually, because
those units mght be needed to reliably operate the system ™ In
addition, witness Clark also admtted that the Fatal Flaw Power
Fl ow Anal ysi s backed down "hundreds of negawatts" fromthe New
York Power Authority, N agara and St. Lawence Hydro El ectro
facilities.™ The GE witnesses made clear that they were not
exam ni ng the operational or cost realities of re-dispatch, but
that they woul d exam ne those issues in Phase 2.

| PPNY critiques the Phase 1 analysis in its view that
2,781 NWof wi nd added to Zone A/ Area 1, woul d di spl ace al nost
1,200 MW of Ni agara hydropower generation, since the total non-
hydr opower resource capacity of Zone Ais less than 1,600 MN
Simlarly, |IPPNY notes, significant hydropower generation from
St. Lawence woul d be displaced by wind; only one non-hydropower
in Zone D is assunmed to be operating during |ight-Ioad
conditions. In other words, IPPNY clains the result of adding
wi nd generation in that region would be, according to the Phase 1
report, displacing significant hydropower generation. GE agreed,

119 JPPNY Reliability Comments, p. 3.
120 TR 171.
21 TR 168- 169.
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during the technical conference that the Phase 1 report does not
detail an evaluation of system performance or costs.

The Joint Uilities assert that the Phase 1 Report
provi des no definitive conclusion regarding the reliability
i npacts of integrating new wi nd generation, pointing to
operational and procedural updates needed before significant w nd
penetration is achieved.™ The Joint Uilities point to nunerous
exanples in the Phase 1 Report referring to the prelimnary
nature of its findings.

2. D scussi on and Reconmendati on

The Phase 1 Report provides sufficient certainty to
proceed with RPS design. The recomendations to adopt neasures
to protect reliability should be adopted. Finally, the
Comm ssion will have the benefit of the Phase 2 Report in tine
for any inplenmentation.

The Costs and Benefits
I n February 2004, the study prepared by DPS Staff with
the participation of Robert Gace of Sustainable Energy
Associ ates was issued, incorporating conmments of parties

concerning the earlier study — this was Cost Study Il. The
Reconmended Deci si on Cost Anal ysis was prepared to take the
comments on Cost Study Il into consideration, correct for errors,

updat e assunptions, and reflect the cost inplications of the
recommendat i ons.
1. Cost Study Il and Parties' Comments
On April 8, 2004, 12 parties or groups of parties™
filed comments on the Cost Study titled "New York Renewabl e
Portfolio Standard Cost Study Report I1" (Cost Study I1),
prepared by the Departnent of Public Service, NYSERDA

122 Joint Utilities Comments, p. 2.

123 Comments were filed by: AES-NY, Sithe Energies, Inc., Reliant
Ener gy, Business Council, Energy Enterprises, Inc., |PPNY,
Joint Uilities, Miultiple Intervenors, NUCOR Steel, New York
Power Authority, RETEC, Ri dgewood Renewabl e Power, Conmunity
Energy, and Delta Pressure Ceneration.
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Sust ai nabl e Energy Advantage, LLC and La Capra Associations, and
rel eased on February 19, 27 and March 9, 2004. "

Parties proffered various criticisnms of Cost Study I1I.
Sonme common issues raised are in the nature of identifying errors
in study assunptions. Cenerally, a group of parties considers
that Cost Study Il understates the cost of the RPS program
al though its preparers' viewis that they attenpted to choose
conservative assunptions to exam ne worst case cost outcones.
There is concern that the Cost Study Il understates RPS
i npl enentation costs, particularly the | arge inpact on those who
consunme the nost: business and industry. [|PPNY, for exanple,
asserts the MAPS nodel i ng understates RPS costs as foll ows:
overstating predicted savings by treating wind as able to be
schedul ed on a day-ahead basis with perfect predictability,
ignoring the need for other generation if wind does not neet its
schedul e; omtting the inpact of long-termcontracts on existing
merchant generation. |f nerchant generators are forced to
retire, additional costs may be sustained. Generally, in sone
parties' view, the flawed MAPS nodel i ng overstates whol esal e
price savings thereby significantly understating net RPS costs.
However, parties, including I PPNY, did not quantify this
objection; therefore, it is difficult to determ ne what the cost
effect is of this objection.

2. Canadi an Hydr opower |nports Mdeling

Sonme parties charge that the Cost Study Il inproperly
nodel ed i ncremental RPS energy from hydropower projects in Quebec
and Ontari o. AES- NY, LLC, Sithe Energies, Inc. and Reliant
Energy (the AES-NY parties), and | PPNY claimthe study assunes
capacity levels that greatly exceed the interface tie
capabilities, significantly overstating inports. In IPPNY's view
these flaws overstate ratepayer benefits of the RPS by 2013.
MAPS results overstate the Hydro- Quebec and Ontari o hydropower
inmports, estimating themat nore than 30 percent of the 2013 RPS
resource; or disregarding current interface limts. The MAPS
anal ysis shows the |argest increase in whol esale price savings

124 Cost Study Il can be read in full at:
http://ww. dps. state. ny. us/03e0188. ht m
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bet ween 2009 and 2013, when the Canadi an inports are assunmed to

increase significantly. Incorporating their comments on the Cost
Study | released by Staff in July 2003, the Joint Uilities
assert Cost Study Il assunes no additional costs for any

incremental transm ssion or market costs in connection with
hydro-el ectric facilities including the inported 4,182, 600 MM of
Canadi an hydropower, representing approximately 32 percent of
total RPS negawatt hours. Joint Uilities asserts the supply
curve recogni ze that transm ssion constraints limt Canadi an
imports to 1,250 MM from Ontario and 1,500 MM from Quebec. ™

The Joint Utilities fault the Cost Study Il for
assigning no costs to either transm ssion upgrades necessary to
carry this volunme of Canadian inports, (32 percent as opposed to
20 percent of the total RPS negawatt hours under current
constraints), or the costs of reaching the nore expensive
resources required as a result of the current transm ssion
constraints.

3. Post-2013 Costs

Parties, including the Joint Utilities, AES-NY group,
| PPNY, and M, criticize the Cost Study Il for ignoring end-of-
costs beyond 2013 when resources will be contracted for 15 years,
20 years, or longer, and the associated costs will be borne by
consuners for the life of those contracts, beyond 2013, the | ast
year studied. In the view of Joint Uilities, the decisions in
the MAPS and bill inpact portions of the Cost Study Il only
anal yze main tier costs through the year 2013, even though costs
will be incurred beyond that year, is first, an underval uing of
the total costs of the program inasnmuch as contracts entered
into toward the end of that period will have cost consequences

125 Cost Study 11, Volume A, Appendix A, p. 18, Table 8, cited in
Joint Utility Cost Comments, p- 9.

126 The Joint Utilities also fault the study for assuming either

that the Hydro-Quebec hydro capacity would be available at
all times, or that Quebec could import renewable energy
credits, if not the renewable energy itself, in contradiction
to the study"s prime case assumption of a deliverability
requirement.
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well into the future and because the post-2013 costs for the SBC
like tier were taken into account. **'

4. The In-Gty CGeneration Assunptions

The AES G oup chall enges the Cost Study Il assunption

of the addition of 1,000 MWor nore in New York City in excess of
the in-city mninmmrequirenent by 2013. |PPNY also faults the
Cost Study Il for the treatnent of New York City capacity
expansi on, by ignoring approxi mtely 1,000 MV of existing New
York City resources expected to continue operating through the
study period. These include Linden Cogen (645 MWA, Brooklyn Navy
Yard Cogeneration Partners (236 MN, and KAI C Energy (90 MWV
summer capacity). This oversight understates the RPS cost
i npact because 1,000 MNof |ower-priced capacity will not be
added in New York City. "

5. The G een Marketing Assunptions

127 Results Overview -- An incremental RPS requirement of eight
percent in 2013 would require approximately 4,000 MW of
renewable capacity to be installed by that date. The
renewable premium required to support that renewable capacity
ranges from $2.24 Billion in Scenario 1 to $1.24 Billion in
Scenario 2 on an NPV basis for the period 2006 —2013.* IPM®
calculates the cost of the renewable premium based upon an
assumed 20-year capital recovery period for projects and a
projected stream of renewable energy credit (REC) payments.
The $2.24 and $1.24 billion premiums above reflect only the
payments to be made in the years 2006 through 2013,
inclusive, and do not include any subsequent REC payments
after 2013. If the final RPS program design provides for
payments to projects after 2013, the additional costs would
be additive to those shown. When considered on a total
production cost basis — the cost of capital, fuel and 0&M to
generate power in NY — the program cost varies from $2.14
billion in Scenario 1 to $1.08 billion in Scenario 2, also on
an NPV basis for the period 2006 —2013. The eight percent
RPS standard leads to a decrease in gas consumption of about
four-five percent In 2013 in both scenarios relative to the
Reference Case. As natural gas prices are indexed off of a
national price point, the decline iIn gas consumption by NY
generators does not impact the national price.

128 Tr. 553-555.
129 IPPNY Cost Comments, p.4.
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Community Energy (also a signatory to the RETEC
comments), responds to the baseline resource cal cul ation.
Communi ty Energy comments on the relationship between the
exi sting voluntary market for green power in New York, and
considers Staff's projection of approximtely 130 wi nd MV from
green marketed efforts in the baseline to be overly conservati ve.
Community believes this |level could be reached in three years and
exceeded in the next five years. As a policy matter, Conmunity
urges that the green marketing projection be renoved fromthe
baseline and added to the overall target for the RPS, to
encour age the nost vigorous grow ng market for renewabl e enerqgy.
It asserts a fixed |ong-term RPS obligation assures the returns
necessary to encourage construction of new capacity now. As an
accounting matter, Community fears the mandatory RPS and a
vol untary mar ket program could cancel each other out. Wile the
RPS establishes the m ninmum|evel of green power required of al
electric supply, wth costs included in the supply cost
i ndi vi dual custoners continue to have the choice to pay an
additional premumto bring green power online nore quickly,
accel erating the devel opnment of renewable supply. Conmunity
fears that if sales of renewable energy for premumto green
custoners under the green marketing programcounts toward the
mandat ory RPS percentage, there is no incentive for a green
mar ket purchase. For custoners, Conmunity Energy fears, there
will be no incentive to nake voluntary paynents for environnenta
benefit; as a policy matter, the long-termceiling for retai
renewabl e energy woul d be established at the mandatory RPS | evel,
preventing innovation froma healthy voluntary market.
Community's solution is to separate the RPS from green market
prem um products.

Joint Utilities criticized the study for inflating the
anount of green marketing power |likely to be added to the
basel i ne. **

6. O her Critiques of Cost Study I

%0 The Joint Utilities assert that the Cost Study Il overstates
Niagara Mohawk green marketing percentages and applies them
unrealistically to other utilities.
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The AES G oup argues that the contract for difference
structure will result in significant negative price inpacts,
especially off-peak, not evaluated by Cost Study Il. They
criticize the Cost Study Il for not evaluating the inpact of this
pricing on existing resources, while it recogni zed that

generation retirement will drive up RPS costs. In addition, the
Cost Study Il is criticized for understating actual marginal
transm ssion | osses; costs of higher operating reserve,

regul ation, and other reliability adjustnents. In the view of

the AES-NY parties, the $100/ kW adder is unverifiable.

Finally, the Business Council joins AES-NY in urging
additional cost analysis followng the Phase 2 reliability study
prior to final PSC action, arguing the potential to increase
electricity bills is unnecessarily risky, the analysis is
specul ative, and the factors guiding cost are open to
fluctuation. |In addition, the Business Council expresses concern
t hat the di splacenent of nine percent of the electric energy
derived fromoil and gas resources projected by Cost Study 11
(Vol. A p.2), could hinder the State's ability to attract non-
renewabl e generation busi ness.

Energy Enterprises, Inc. (EEl), generally is concerned
that the Comm ssion will rely on the Cost Study Il assunptions as
gospel, pointing to Staff's role as a party to the proceedi ng
whose position should be given neither nore nor |ess weight than
other parties; and Staff's function as advisor to the Comm ssion
and preparer of the Cost Study Il. EEl is concerned that the
Cost Study Il baseline not be viewed as the product of consensus
of all parties. Substantively, EEl criticizes the Cost Study II
for overenphasi zing wind resources at the expense of energy
resource diversity. [|PPNY also asserts wind resources are
nodel ed i naccurately in MAPS, assunmed to conprise close to 50
percent of RPS energy. Because wi nd cannot be forecast reliably,
| PPNY asserts, the NYISOw Il need to hold other units in
reserve, adding to the cost. In IPPNY's view, the MAPS nodeling
incorrectly assunes wind predictability, overstating potenti al
cost savings by exaggerating the elimnation of non-renewabl e
resources. It also asserts the air em ssion benefits are

overstated, because units running at mninmal levels emt a higher
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rate of pollution per MMh. According to | PPNY the Cost Study I
estimate of whol esale price savings is a forecast of $270
mllion. |PPNY argues because of cumnul ative MAPS errors, this
estimate is sufficiently flawed as to not warrant consideration,
as are the estimtes of em ssion reductions.

The NYI SO advi ses its independent market advisor wll
study inpacts of renewabl es on existing merchant generation;
| PPNY argues absent this study, cost estinmates are specul ative;
underestimation of transm ssion | osses as renewabl e resources
will be located in the far western part of the State; costs and
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restrictions on wi nd devel opnent from vol tage control equipnent,
anmong ot her operational inprovenents. ™

Joint Uilities conclude that Cost Study Il cannot be
relied upon as an estimte of RPS program costs. ™

Joint Uilities fault the Cost Study Il for assum ng
t he $100/ kWh installed placeholder to represent costs not yet
cal cul ated which are the subject of the Phase 2 Reliability
Report. Joint Uilities contest the $100/ kWh pl acehol der as
based on systens other than New York, questioning the $518
mllion annual figure noted in the Phase 1 Reliability Report.
In addition, Joint Utilities criticized the report for not
i ncludi ng costs of transm ssion congestion, resulting fromthe
zone | ocation of renewabl e generation.

Cenerally, the Joint Utilities assert that Cost Study
Il nodel ed a transm ssion system other than New York State's, and
therefore, in their view, the findings cannot be relied upon.
Wth respect to displaced or retired generation, the Joint
Utilities note that market decision-making is not nodel ed.
Faulting the Cost Study Il for not m mcking the real - market
econom ¢ decisions of investors, the Joint Utilities criticized
the Cost Study Il for not assuming the retirenent of facilities
except for those already suggested in the State Energy Pl an, even
t hough there are indications that sone existing resource revenues
woul d drop by 100 percent. Concomtantly, Joint Utilities
charges the Cost Study Il did not analyze whether these displ aced
facilities woul d need additional revenues to ensure they would
provi de reserves for reliability purposes; failed to take into
consi deration enploynment and ot her econom c | osses resulting from
bankruptcy of non-renewabl e generators; and finally, failed to
anal yze markets in adjoining control areas, all resulting in
under st ated RPS program costs.

131 FERC recently exempted wind generators from installation of
voltage control requirements. Standardization of Generator
Interconnection Agreements and Procedures, Order No. 2003
A,106 FERC, 61,220 at  278-279 (2004), cited in IPPNY Cost
Comments, p. 8.

132 Joint Utilities Cost Comments, p. 7.
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In addition, the Joint Uilities fault the prine case
for not including the cost effects of an alternative conpliance
mechani sm except for a sensitivity analysis for two test years.
Joint Uilities critique Cost Study Il for assum ng zero
availability of RPS increnents in those test years, no cunul ative
decrease in RPS resources fromprior years, no continuing
sl i ppage of resources in subsequent years and that the
dol | ars/ MW prem um costs would not go up as a result of tight
renewabl e resources. Joint Uilities challenge the Cost Study II
assunption that suppliers would not bid to the $50 alternative
conpliance nechanismcap if resources were scarce because of the
m ni mum of 150 percent of market price which woul d be
adm nistratively determned. Joint Uilities fear in an
environment of scarcity, suppliers will energe gradually which
nmeans prices will rise toward the $50. Assumi ng that the
alternative conpliance nmechani smwoul d have to account for 25
percent of each year's RPS increnent, the Joint Utilities
calculate the cost at approximately $371 million (2003 dollars).

The authors of Cost Study Il view it as conservative;
that is, tending to, if anything, overstate the cost of the
program Sone parties, by contrast, find it cost-suppressive.
However, the specifics listed by the Joint Uilities to support
this view are sonme of the assunptions in the prinme case with
which Joint Uilities disagreed, including | evel of inports,
overal | program structure, deliverability, and resource
eligibility criteria. Anmong these is the Joint Uilities' view
that a conservative cost study would assune no Ontario inports;
that the wind resources were overstated; that the Cost Study I
did not match specific projects to the supply curve; and finally,
the Joint Uilities view the Cost Study Il approach to the supply
curve as purely theoretical

The Joint Uilities and M, also fault the Cost Study
|1 approach to whol esale price reductions, based on its reliance
on a steep fossil fuel prices and the use of negazones; reject
the Cost Study Il use of a contract for differences approach, and
assunptions concerning the production tax credit, fuel costs, and
possi bl e UCAP requi renment changes.
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For the first time, the Joint Uilities propose the
i mpl ement ation of an RPS pilot program ™ In their view, a
smal | -scale pilot programwould all ow gradual addition of
renewabl e resources, with testing of the transm ssion, market,
and reliability assunptions in the proceeding. In addition, in
their view, a nodest pilot programwould informthe cost record.
They also reiterate their preference for a centralized auction
nodel .

Multiple Intervenors' comments on the Cost Study |1
generally reassert its view that the Conm ssion should not, at
this time, inplement an RPS. Generally, M views the Cost Study
Il as so flawed as to be unreliable. Like Joint Uilities, M
views the assunptions as faulty and the cost estimtes as
understated. In addition to the challenges raised by the Joint
Uilities, M faults Cost Study Il for using 2003 dollars
t hroughout, noting Staff's experts acknow edge the cost estinmates
would rise with inflation.™ M adds that no adnministrative
costs of operating an RPS have been included. M also reiterates
its argunment that before issuing a policy decision requiring RPS
i npl ementation, further cost studies should include all the costs
of RPS consistent with the reliability study, including studying
the wi nd generation currently under devel opnent. 1In the
alternative, M proposes the Comm ssion may adopt basic RPS
design, without increnental targets. These design el enents
i nclude the baseline-eligible technol ogies, whether prem uns wl|
be based on a cost-of-service for market-clearing approach, and
tier structure. GCenerally, M urges that an RPS nmandate shoul d
be inplenmented at | east cost to consunmers. Industrial consuners,
with special utility, NYPA replacenent power, expansion power,
econoni ¢ devel opnent power, or Power for Jobs, should not be
required to pay RPS surcharges, as these prograns were intended
t o enhance econom ¢ devel opnent by providing | ower cost
electricity.

133 Joint Utilities Cost Comments, p. 36.
134 Tr. 428-430, MI Cost Comments, p.2.
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In M's view, the Cost Study Il understates RPS costs
to consuners, anong ot her reasons, because M asserts there wll
be no price suppression effect for custoners covered by |ong-term
or special contracts.™ M points out that there are other
consuners that will not benefit from whol esale price reductions.
These include flex-rate contracts for new busi ness custoners,
targeted at pronoting econom ¢ devel opnment and retai ning and
attracting business.

M al so takes issue with the Cost Study Il finding that
t he di spl acenent of existing fuel generation will increase the
security of New York's energy supply and increase diversity. M
notes that Staff did not nodel which units could be forced to re-
di spatch or retire; nor was it denonstrated that the intermttent
energy provided by wind will in fact increase reliability. 1In
fact, M quotes the Reliability Phase 1 Report conclusion that
mar gi nal |y operating existing, or expected new, fossil fuel
generation may be retired or deferred in favor of wind, at the
cost of sone systemreliability. M adds that the concentration
of renewabl e resources in Megazones One and Two, and the m nor
contribution of resources to be added in Megazone Three (NYC and
Long Island) — only 18.18 MNWwoul d be | ocated in Megazone Three —
shows that the contribution of the main tier RPS to Megazone
Three reliability will be very limted.

M criticizes the use of nmegazones to forecast market
prices, asserting that this approach distorts the analysis, when
information is available to quantify market price based on the
speci fic node at which output enters the bul k transm ssion
system ™ Sinmilarly, M asserts that the disparity between
seasonal and tine-of-day categories are not appropriately nodel ed
on a negazone basis. M also notes that while Staff stated that
t he di spl acenent of fossil fuel generation nmay put downward
pressure on regional market prices for these fuels, it conducted

135 Tr. 546, M1 Cost Comments, p. 6.
136 MI Cost Comments, p. 15.
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no analysis to support this statenment and it shoul d be
di sregarded. ™’

M al so comments that since the Production Tax Credit
is not currently available, main tier RPS premuns rise by
approxi mately 17.5 percent.”™ M also charges that Cost Study ||
understates the cost of the RPS by using 2003 dollars, offering
cost estimates based upon inflation projections through 2013, **
bringing the total program costs through 2013 to $1, 057, 725, 440.

Concerning the inpact on electricity market prices,
sonme parties charge the Cost Study Il is inaccurate. Ri dgewood
argues the assunptions are overstated regardi ng exports from New
York to New Engl and, estimating New Engl and has sufficient
i ndi genous bi omass supply under devel opnment to satisfy New
Engl and states' RPS requirenents. Ridgewood predicts New York
will be a net inporter of renewables from New England. 1In
addi ti on, Ri dgewood argues Cost Study Il inappropriately includes
in baseline small hydropower facilities with expiring above-
mar ket contracts, when a better approach is to maintain those
facilities' viability by including themin the RPS.

Nucor reiterates its concerns regarding RPS structure
and costs, faulting the Staff approach for |ocking in required
i ncrenents based upon a snapshot assessnent of a dynami c system
urgi ng instead annual reassessnent of RPS increments; inclusion
of |oad demand reduction; elimnation of inport eligibility; and
rejection of tiers as leading to an unrealistic programwth
unmanageabl e costs. Nucor urges the Conmm ssion not to favor
technol ogies, but to include all cost-effective resources
reduci ng em ssions and providing environnental benefits, in
particul ar, enhanced demand response. ™ Rather than include

137 Tr. 574, cited in MI Cost Comments, p. 19. This record
contains contradictory and somewhat speculative information
on this point; therefore, i1t was not relied upon.

138 MI Cost Comments, p. 23.

139 M1 Cost Comments, p. 27.
140 Nucor cites the Cost Study Il conclusion in its denand side
managenent (DSM sensitivity, that DSM appears | ess expensive
t han nore renewabl e resources, and its inclusion could
substantially reduce programcost, while critiquing the
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i mports, Nucor argues, the RPS should be open to denonstrated
non- gr eenhouse gas emtting resources |ocated in New York.

D scussi on and Reconmendati ons

Many of the parties' comments have been taken into
account in revisions for this Recomended Decision. As to other
critiques and corrections on this record, these cost estimates
are sufficient to advise the Comm ssion on policy choices given
the long-termuncertainties inherent in such forecasting

VI1. THE BALANCE OF THE RPS | NQUI RY
Parallel to the RPS design work undertaken by the
parties in working groups, were several other inquiries. These
concerned the eval uati ons of nethodol ogies to determ ne the
econonmi c, environnmental, and other costs and benefits associ ated
with RPS targets and design choi ces.

A The Generic Environnental |npact Statenent Process
As required by law, a Positive Declaration has been
i ssued and published in DEC s Environnmental Notice Bulletin. The
Comm ssion issued for conment a Draft Generic Environnental
| npact Statement; this effort included a Market Assessnent and
Portfolio Strategies ("MAPS') production simulation nodel

B. Public | nput

A great deal of public interest was expressed in this
case, in particular with respect to the eligibility of nunicipa
solid waste. Over 900 letters opposing the inclusion of
muni ci pal solid waste were received fromindividuals and
| egislators. The record of this proceeding al so includes
nunerous |etters supporting the eligibility of MSWfrom state
| egi sl ators, mayors, town supervisors, and others.

The O fice of Consuner Education and Advocacy wil |
conduct public outreach forunms to get information to conmunities
about the RPS, and to facilitate and seek public input. Public
i nput was al so sought and received on the Conm ssion's toll-free

study's rejection of peak managenent prograns as effective in
reduci ng total energy usage.
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OQpi nion Line and consuner website. The results of the public
outreach process will be added to the record of this proceeding
for the Conmm ssion's consideration.

C. Interaction with Gther PSC Prograns and Policies

In the course of the coll aborative process, parties
rai sed concerns about possible interaction between an RPS and
exi sting PSC and other State prograns and policies. An analysis
wi || be needed concerning these interactions and
i nt erdependenci es before a final RPS plan is inplenmented. These
rel ated policies include: barriers to interconnection in parts
of the grid; uses of the Systens Benefit Charge; and the use of
DSM

D. | npl enent ati on _and Next Steps

Sone inplenentation priorities were identified by
parties. Cenerally, states' RPS progranms require detailed rules
to specify the criteria for participation, trading contracts, and
noni toring, anmong other concerns. The recommendation is that the
Comm ssion institute an inplenentation proceeding to bring its
Policy Statenent to life.

Several parties have submtted constructive and
t hought ful approaches to reconvening Wrking G oup Four to review
existing trading and certificate prograns in other jurisdictions,
and to devel op specific recommendati ons for business rules,
accounting, and verification. The recomendation is that DPS
Staff should draft rules with other state agencies as appropriate
and that Working G oup Four be reconvened for consultation, with
a charge to present an inplenentation plan to the Comm ssion no
| ater than Decenber 2004. |If the Conm ssion adopts the
recomendati on to commence the RPS in January 2006, the
expedi ti ous establishment of these rules is an i medi ate
priority.

VI. CONCLUSI ON
The recommendation is that the Conmm ssion shoul d adopt
a policy statenent comrencing a renewable portfolio standard for

New York State, to attain a target of 25 percent renewabl e energy
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retailed in the State on an expeditious tinetable, and with a
fair distribution of the burdens and benefits of this programfor
New Yorkers. In order to ensure flexibility to adapt the program
to changi ng mar ket conditions and new t echnol ogi es, the

Comm ssion should nonitor the results and reviewits rules in the
year 2008.
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APPEARANCES:

FOR AEGIS ENERGY SERVICES, INC.:
Sara Davie
2097 Riverdale Street
West Springfield, MA 01089

FOR AES-NY, LLC:
Christopher Wentent
720 Riverside Drive
Johnson City, NY 13790

FOR AIRTRICITY, INC.:
Declan P. Flanagan
One Burlington Business Center
67 South Bedford Street, Suite 400W
Burlington, MA 01803

FOR AMERADA HESS CORPORATION:
Alyssa Weinberger
One Hess Plaza
Woodbridge, NJ 07095

FOR AMERICAN LUNG ASSOCIATION
Craig Wilson
432 Park Avenue, S. 8™ Floor
New York, NY 10016

FOR AMERICAN REF-FUEL COMPANY
Susan King
155 Chestnut Ridge Road
Montvale, NJ 07645

FOR AMERICAN WIND ENERGY ASSOCIATION:
Valerie B. Strauss
Douglas H. Ward
David R. Wooley
Young, Sommer LLC
5 Palisades Drive
Albany, NY 12205

Jim Caldwell
122 C Street, NW Suite 380
Washington, DC 20001
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FOR ANTARES GROUP, INC.:
Chris Lindsey
4351 Garden City Drive #301
Landover, MD 20785

FOR APX, INC.:
Ashley Houston
30 Parkman Street #3
Brookline, MA 02446

FOR ARNOLD & PORTER
Andrew RatzKkin
399 Park Avenue
New York, NY 10222

FOR ATLANTIC RENEWABLE ENERGY CORP.:
William Moore, Jr.
7612 State Street
Lowville, NY 13367

FOR AUDOBON NEW YORK
Carole Nemore
Michael Burger
200 Trillium Lane
Albany, NY 12203

FOR AZURE MOUNTAIN POWER COMPANY
Matthew Foley
220 Lewis Road
Wadhams, NY 12993

FOR BAKER BOTTS, LLP
Aaron Bielenberg
30 Rockefeller Road
New York, NY 10112-4498

FOR BRICKFIELD, BURCHETTE, RITTS & STONE
James W. Brew
1025 Thomas Jefferson St., NW
Washington, D.C. 20007

FOR BURLINGTON ELECTRIC DEPARTMENT
John Irving
585 Pine Street
Burlington, VT 05401
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FOR BQ ENERGY, LLC:
Paul F. Curran
PO Box 338
Pawling, NY 12564

FOR CAPITAL CONSULTANTS
Chris McGrath
120 Washington Avenue
Albany, NY 12210-2289

FOR CENTER FOR ENERGY & ECONOMIC DEVELOPMENT
John Paul
PO Box 178
Ocean City, NJ 08226

FOR CENTRAL HUDSON GAS & ELECTRIC CORPORATION:

Bruce J. Sieving

John W. Watzka

284 South Avenue
Poughkeepsie, NY 12601

Thompson Hine LLP

Robert J. Glasser, Esq., of Counsel
One Chase Manhattan Plaza, 58" Floor
New York, NY 10005-1401

FOR CITIZENS ADVISORY PANEL
Gordian Raacke
2316 Main Street
PO Box 789
Bridghampton, NY 11932

FOR CITY OF NEW YORK:
Michael J. Delaney, Esq.
110 William Street, 4 Floor
New York, NY 10038

FOR COMMUNITY ENERGY:
Brent Alderfer
Amy McGinty
150 Strafford Avenue, Suite 110
Wayne, PA 19087
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FOR COMMUNITY POWER NETWORK OF NYS
Sue Montgomery Corey
PO Box 36
1714 Route 28N, Suite 1
Minerva, NY 12851

FOR CONSOLIDATED EDISON COMPANY OF NEW YORK, INC. AND
ORANGE AND ROCKLAND UTILITIES, INC.:

Stephen R. Pincus, Esq.

Consolidated Edison Company of New York, Inc.

4 Irving Place - Room 1815-S

New York, NY 10003

FOR CONSERVATION SERVICES GROUP:
Mark Dyen
Patricia D. Stanton
40 Washington Street
Westborough, MA 01581

Philip Tullgren
126 State Street, 3" Floor
Albany, NY 12207

FOR CON EDISON SOLUTIONS:
Stephen Wemple
Peter Blom
701 Westchester Avenue
White Plains, NY 10604

FOR CONSTELLATION NEWENERGY:
Jeffrey B. Durocher, Esq.
Read & Laniado, LLP
25 Eagle Street
Albany, NY 12207

Sara O"Neill
551 Fifth Avenue, Suite 400
New York, NY 10176
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FOR COUNTY OF WESTCHESTER:
Stewart M. Glass, Esq.
600 Michaelian Office Building
148 Martine Avenue
White Plains, NY 10601

FOR COVANTA ENERGY GROUP
Paula Soos
40 Lane Road
Fairfield, NJ 07004

FOR DMJM+HARRIS, INC.
Thomas K. McCarthy
605 Third Avenue
New York, NY 10158

JOHN DOWLING
4812 Foxwood Drive South
Clifton Park, NY 12065

FOR EAST RIVER ENVIRONMENTAL COALITION

Lois Sturm
628 East 14 St. #6
New York, NY 10009-3346

FOR ECOGEN, LLC
Thomas L. Hagner
950-A Union Road, Suite 20
West Seneca, NY 14224-3454

FOR ECOLOGY & ENVIRONMENT, INC.
Francis J. Murray, Jr.
147 Westchester Drive
Delmar, NY 12054

FOR ECOSYSTEM PROJECTS LLC:
Stephan Henriquez
126 South Swan Street
Albany, NY 12210

FOR E-CUBED COMPANY, LLC
Ruben S. Brown
215 East 79" St.
New York, NY 10021
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FOR

FOR

FOR

FOR

FOR

FOR

FOR

FOR

FOR

EMPIRE STATE DEVELOPMENT
Michael Santarcangelo
30 South Pearl Street
Albany, NY 12245

EMPIRE STATE FOREST PRODUCT ASSOCIATION
Kevin S. King

828 Washington Avenue

Albany, NY 12203

EMPIRE STATE PETROLEUM ASSOCIATION, INC.
Roland, Fogel, Koblenz & Petroccione LLC
Emilio Petroccione, Esq.

1 Columbia Place
Albany, NY 12207

ENCORP

Josh Meyer

30 N. LaSalle, Suite 2250
Chicago, IL 60602

ENERGETIX, INC.:

Barney Farnsworth, Jr.
Robert J. Hobday

755 Brooks Avenue
Rochester, NY 14619

ENERGY COOPERATIVE OF NY, INC.:
Joseph Mascaro

Suite 411, 403 Main St.
Buffalo, NY 14205-0017

ENERGY ENTERPRISES, INC.
William R. Green

3401 Rochester Road

PO Box 687

Lakeville, NY 14480

ENERGY MANAGEMENT, INC.:
Dennis J. Duffy

75 Arlington St., Suite 704
Boston, MA 02116

ENERGY VENTURES ANALYSIS, INC.
Tom Hewson

1901 N Moore St., Suite 1200
Arlington, VA 22209
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FOR EVOLUTION MARKETS LLC:
Carl Ferrentino
1 Columbia Place
Albany, NY 12207

Anne Giovinetto
10 Bank Street, 4™ Floor
White Plains, NY 10606

FOR EXETER ASSOCIATES, INC.
Kevin Porter
12510 Prosperity Dr., Suite 350
Silver Springs, MD 20904

FOR FLAT ROCK WIND POWER, LLC
William Moore, Jr.
7612 State Street, Suite 7
Lowville, NY 11367

FOR FUEL CELL ENERGY, INC.
Len Singer
540 Broadway
Albany, NY 12201

Richard Shaw
3 Great Pasture Road
Danbury, CT 06813

FOR GE WIND ENERGY
Robert T. Boyd
6130 Stoneridge Mall Road, Suite 275
Pleasanton, CA 94588

FOR GLOBAL WIND HARVEST:
Erich Bachmeyer
424 Saratoga Road
Scotia, NY 12302
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FOR GREEN MOUNTAIN ENERGY COMPANY:
Thomas H. Rawls
123 Bloomingdale Ave., Suite 202
Wayne, PA

FOR CAROL A. HAMILTON
Marsh & Associates, PC
111 wWashington Ave., Suite 405
Albany, NY 12210

FOR HARBEC PLASTICS, INC.
Gerald F. Wahl
369 Route 104
Ontario, NY 14519

FOR HYDRO-QUEBEC:
Gilles Favreau
75 Boul. Rene-Levesque, West
19" Floor
Montreal, Quebec H2Z 1A4

FOR INDEPENDENT ELECTRICITY MARKET OPERATOR:

Carl A. Burrell

655 Bay Street, Suite 410
PO Box 1

Toronto, Ontario M5G 2K4

FOR INDEPENDENT POWER PRODUCERS OF NEW YORK:

David B. Johnson, Esq.
Read & Laniado, LLP
25 Eagle Street
Albany, NY

Cindy L. Reed

Corporate Drive

Kirkwood Industrial Park
PO Box 5224

Binghamton, NY 13902-5224

FOR INTEGRATED WASTE SERVICES ASSOCIATION:
Maria Zannes, President
1401 H Street NW, Suite 220
Washington, D.C. 20005

APPENDIX A



CASE 03-E-0188

FOR NEW YORK INDEPENDENT SYSTEM OPERATOR:

Gerald R. Deaver, Esq.

Garry Brown

Aaron Bridenbaum

William LaManna

290 Washington Avenue Extension
Albany, NY 12203

FOR JAMESTOWN BOARD OF PUBLIC UTILITIES:
Jeffrey Genzer
Tom L. Rudebusch
Tanja Shonkwiler

Duncan, Weinberg, Genzer & Pembroke, PC

1615 M Street, NW, Suite 800
Washington, D.C. 20036

FOR JOINT UTILITIES
Lisa Gayle Bradley, Esq.
Niagara Mohawk Power Corporation
300 Erie Boulevard West
Syracuse, NY 13202

Thompson Hine LLP
Robert J. Glasser, Esq., of Counsel
Central Hudson Gas & Electric

One Chase Manhattan Plaza, 58" Floor

New York, NY 10005-1401

FOR KEYSPAN ENERGY:
Cynthia R. Clark, Esq.
Anna S. Chacko, Esg.
Curt J. Dahl, P.E.
175 East 0Old Country Road
Hicksville, NY 11801-4280

FOR LEBOEUF, LAMB, GREENE & MACRAE, LLP
Brian T. Fitzgerald, Esq.
Noelle M. Kinsch, Esq.
99 Washington Avenue, Suite 2020
Albany, NY 12210

H. Liza Moses
125 W. 55 Street
New York, NY 10019-5389
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FOR LEVERAGED ENERGY PURCHASING CORPORATION:

David W. Koplas
403 Main Street, Suite 630
Buffalo, NY 14203

FOR LONG ISLAND POWER AUTHORITY:
Daniel Zaweski
Suite 403, 333 Earle Ovington Blvd.
Uniondale, NY 11553

FOR LOW IMPACT HYDROPOWER INSTITUTE:
Fred Ayer
34 Providence Street
Portland, ME 04103

FOR LUTHIN ASSOCIATES, INC.
Catherine Luthin
15 Walling Place
Avon-by-the-Sea, NJ 07717

FOR MASSACHUSETTS TECHNOLOGY COLLABORATIVE
Gary R. Rotenberg
Redmond Advisors, Inc.
5 Huguenot Drive
Larchmont, NY 10538

DOUGLAS R. MCCUEN
138 Main Street, PO Box 161
New Baltimore, NY 12124

FOR MEYER, SUOZZI, ENGLISH, AND KLEIN
Judith Heller
One Commerce Plaza, Suite 1102
Albany, NY 12260

FOR MIRANT CORPORATION
Doreen Saia
540 Broadway
Albany, NY 12201
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FOR MITSUBISHI POWER SYSTEMS:
Robert 1. Wright
100 Bayview Circle, Suite 4000
Newport Beach, CA 92660

SUE MONTGOMERY COREY
1714 Route 28N, Suite 1
Minerva, NY 12851

FOR MULTIPLE INTERVENORS:
Barbara S. Brenner, Es(q.
Michael B. Mager, Esq.
Couch White, LLP
540 Broadway
PO Box 22222
Albany, NY 12201-2222

FOR MUNICIPAL ELECTRIC UTILITIES ASSOCIATION:
Mollie Lampi, Esq.
Gerald Deaver, Esq.
290 Washington Avenue Extension
Albany, NY 12203

Kevin Brocks, Esq.
Read and Laniado

25 Eagle Street
Albany, NY 12207-1901

FOR NATIONAL BIODIESEL BOARD:
Charles Hatcher
PO Box 104898
Jefferson City, MO 65110

FOR NATIONAL ENERGY MARKETERS ASSOCIATION
Heather Master, Craig Goodman, Stacey Rantala
3333 K Street, NW, Suite 110
Washington, D.C. 20007

FOR NATSOURCE LLC:
Matthew C. Williamson
140 Broadway
New York, NY 10005
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FOR NATURAL RESOURCES DEFENSE COUNCIL, INC.
Katherine Kennedy, Esq.
Nathanael Greene
40 W. 20" Street
New York, NY 10011

FOR NAVIGANT CONSULTING, INC.
Kevin B. Jones
20 Madison Avenue, EXxt.
Albany, NY 12203-5326

FOR NEW YORK CITY COUNCIL:
Donna De Costanzo
250 Broadway, 14 Floor
New York, NY 10007
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FOR NEW YORK CITY ECONOMIC DEVELOPMENT CORPORATION:

Michael Delaney
110 William Street, 4™ Floor
New York, NY 10038

FOR NEW YORK ENERGY SERVICE PROVIDERS ASSOCIATION
ADIRONDACK HYDRO DEVELOPMENT CORP.:

Read and Laniado, LLP

Jeffrey B. Durocher, Esqg., of Counsel

25 Eagle Street

Albany, NY 12207

John Conley
39 Hudson Falls Road
South Glens Falls, NY 12803

FOR NEW YORK MUNICIPALS:
Jeffrey Genzer, Esq.
Tom L. Rudebusch, Esq.
Tanja Shonkwiler, Esq.
Duncan, Weinberg, Genzer & Pembroke, PC
1615 M Street, NW, Suite 800
Washington, D.C. 20036
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FOR NEW YORK POWER AUTHORITY:
Timothy P. Sheehan, Esq.
John Osinski
30 South Pearl Street
Albany, NY 12207

Terryl Moreland
123 Main Street
White Plains, NY 10601-3170

FOR NEW YORK PUBLIC INTEREST RESEARCH GROUP:
Jason K. Babbie
9 Murray Street
New York, NY 10007

Noelle M. Kinsch, Esq.

LeBoeuf, Lam, Greene, MacRae LLP
One Commerce Plaza

99 Washington Ave., Suite 2020
Albany, NY 12210

FOR NEW YORK RENEWABLE ENERGY COALITION:
Wilson Rickerson
Tria Case
126 State Street
Albany, NY 12207

FOR NEW YORK STATE ASSEMBLY PROGRAM DEVELOPMENT GROUP
John G. Williams
Tanya Tarr
Agency 4, 12" Floor
Albany, NY 12248

FOR NEW YORK STATE ATTORNEY GENERAL:
Judith Enck
Loretta Simon, Es(Q.
State Capitol
Albany, NY 12224-0341

Thomas Congdon

Keith Gordon, Esq.
120 Broadway, 26-125
New York, NY 10271
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FOR NEW YORK STATE CONSUMER PROTECTION BOARD:
Seth R. Lamont
Suite 2101, 5 Empire State Plaza
Albany, NY 12223

FOR NEW YORK STATE DEPARTMENT OF ECONOMIC DEVELOPMENT
Keith Corneau
George M. Kazanjian
30 South Pearl Street
Albany, NY 12245

FOR NEW YORK STATE DEPARTMENT OF ENVIRONMENTAL
CONSERVATION:

James H. Ferreira, Esq.

General Counsel

(Meghan Purvee, Esg., Assistant Counsel, of Counsel)

Division of Legal Affairs

625 Broadway 14 Floor

Albany, NY 12237-1500

FOR NEW YORK STATE DEPARTMENT OF PUBLIC SERVICE STAFF:
Paul Agresta, Esq.
Saul Rigberg, Esq.
Wayne Brindley
John D"Aloia
Christina Palmero
Doug May
Joseph Parella
3 Empire State Plaza
Albany, NY 12223

FOR NEW YORK STATE DORMITORY AUTHORITY
Thomas Piwinski
515 Broadway
Albany, NY 12207-2964
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FOR NEW YORK STATE ELECTRIC & GAS AND ROCHESTER GAS &
ELECTRIC CORPORATION:

Amy Davis, Esq.

Huber, Lawrence & Abell

605 Third Avenue, 27th Floor

New York, NY 10158

Cindy Reed

Eric J. Wilen

Kirkwood Industrial Park
PO Box 5224

Binghamton, NY 13902

Linda Saalman
89 East Avenue
Rochester, NY 14649

FOR NEW YORK STATE ENERGY RESEARCH AND DEVELOPMENT
AUTHORITY:

John Saintcross

Peter R. Keane, Esq.

17 Columbia Circle

Albany, NY 12203-6399

FOR NEW YORK STATE RELIABILITY COUNCIL
Joseph C. Fleury
P.0. Box 3607
Binghamton, NY 13902-3607

FOR NIAGARA MOHAWK POWER CORPORATION:
Jeffrey R. Barbaro
Lisa Gayle Bradley, Esq.
300 Erie Boulevard West
Syracuse, NY 13202

FOR NISOURCE, INC.
Bruce M. Diamond
10 G St. NE, Suite 580
Washington, D.C. 20002

FOR NIXON PEABODY LLP
Richard M. Cogen, Esq.
Jessica A. Graf, Esq.
Omni Plaza, Suite 900
30 South Pearl Street
Albany, NY 12207
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FOR NUCOR STEEL AUBURN, INC.:
James W. Brew, Esq.
Brickfield, Burchette, Ritts & Stone, P.C.
1025 Thomas Jefferson St., N.W.
Washington, D.C. 20007

FOR ONONDAGA COUNTY RESOURCE RECOVERY AGENCY
A.T. Rhoads
100 Elwood Davis Road
North Syracuse, NY 13212-4312

FOR ONTARIO POWER GENERATION
Barry A. Green
700 University Avenue (H18-G3)
Toronto, Ontario Canada MSG 1X6

FOR PACE ENERGY PROJECT:
Laurence DeWitt
13 Tamarack Drive
Delmar, NY 12054

FOR PEPCO ENERGY SERVICES
James Savage
1300 North 17" St.
Suite 1600
Arlington, VA 22209

Morris A. Pierce
University of Rochester
364 Rush Rhees Library
Rochester, NY 14627

FOR PLUG POWER, INC.:
Rudy Stegemoeller, Esq.
PO Box 359
Poestenkill, NY 12140

Gerald L. Conway, Jr.
968 Albany Shaker Road
Latham, NY 12110

FOR PRIMARY POWER
Doug Balleine
168 E. Center Street
Ithaca, M1 48847
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FOR PUBLIC UTILITY LAW PROJECT:
Gerald A. Norlander, Esq.
90 State Street, Suite 601
Albany, NY 12207

FOR READ & LANIADO, LLP
Jeffrey B. Durocher, Esq.
David B. Johnson, Esq.

25 Eagle Street
Albany, NY 12207

FOR RELIANT RESOURCES INC.:
John Paul Reese
49 Linda Court
Delmar, NY 12054

FOR RUPERT REVERENCE:
Eric Gagnon
1442 Chemin Haut de la Riviere
Nord
Saint-Pie (Quebec)
Canada JOH 1WO

FOR REGULATORY WATCH, INC.
Sarah Miller
PO Box 815
Albany, NY 12201

FOR RIDGEWOOD RENEWABLE POWER, LLC:
Julie L. Friedberg
Thelen, Reid & Priest LLP
65 Madison Ave., Suite 100
Morristown, NJ 07960-7307

FOR RIDGEWOOD POWER MANAGEMENT :
William P. Short 111
Daniel V. Gulino
947 Linwood Avenue
Ridgewood, NJ 07450

FOR SEAWEST WINDPOWER, INC.:
Darin Huseby
5015 NE Cleveland Avenue
Portland, OR 92711
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FOR SELECT ENERGY NEW YORK, INC.:
Angelo Chambrone
507 Plum Street
Syracuse, NY 13204

FOR SHELL TRADING GAS AND POWER COMPANY
Matthew Picardi
27 Winthrop Road
Hingham, MA 02043

James J. Cifaratta
Two Clinton Square, Suite 305
Syracuse, NY 13202

FOR SIERRA CLUB:
John Stouffer
353 Hamilton Street
Albany, NY 12210

FOR SIERRA CLUB ATLANTIC CHAPTER:
Susan Lawrence
PO Box 7194
Capital Station
Albany, NY 12224

FOR SLATER CONSULTING:
Mark Younger
69 Werking Road
East Greenbush, NY 12061

FOR SMALL CUSTOMER MARKET COALITION:
Usher Fogel, Esq.
557 Central Avenue, Suite 4A
Cedarhurst, NY 11516

FOR SOLAR ENERGY INDUSTRIES ASSOCIATION:

Greg Andeck
424 Dryden Road
Ithaca, NY 14850
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FOR STERLING PLANET:
Robert A. Maddox, Jr.
PO Box 186
Litchfield, CT 06759

Mel Jones
3775 Mansell Road
Alpharetta, GA 30022

KING & SPALDING, LLC

Bernarys T Barclay, Esqg., of Counsel
Adam Sheinkin

1185 Avenue of the Americas

New York, NY 10036

FOR STRATEGIC ENERGY:
Francis E. Pullaro
45 Main Street, Suite 608
Brooklyn, NY 11201

FOR STRATEGIC POWER MANAGEMENT, INC.: (By Telephone)
Daniel P. Duthie
51 Greenwich Avenue
Goshen, NY

FOR SUNY CENTER FOR SUSTAINABLE AND RENEWABLE ENERGY:
Cornelius B. Murphy, PhD.
One Forestry Drive
Syracuse, NY 13210-2778

FOR SUSTAINABLE ENERGY ADVANTAGE, LLC:
Robert C. Grace
4 Lodge Lane
Natick, MA 01760

FOR SUSTAINABLE ENERGY DEVELOPMENT, INC.:
Kevin M. Schulte
885 Thousand Acre Road
Delanson, NY 12053
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FOR TANNERY ISLAND POWER COMPANY HYDRO POWER, INC.AND
ENERGY ENTERPRISES, INC.:

Paul V. Nolan

5515 N. 17™ Street

Arlington, VA 22205

FOR TAYLOR RECYCLING FACILITY LLC:
Tom Kacandes
350 Neelytown Road
Montgomery, NY 12549

FOR THE ADIRONDACK COUNCIL
Radmila Miletich
342 Hamilton Street
Albany, NY 12210

Jamie A. Ethier
PO Box D-2
Elizabethtown, NY 12932

FOR THE BUSINESS COUNCIL OF NEW YORK STATE:
Johnny Evers
152 Washington Avenue
Albany, NY 12210

FOR THE ENERGY ASSOCIATION OF NEW YORK STATE:
Patrick J. Curran, Esq.
Michael J. Rynasko
Howard Shapiro, Esq.
Stuart Silbergleit
Suite 601
111 Washington Avenue
Albany, NY 12210

FOR THE NEW YORK FARM BUREAU:
Jeff Williams
Rt. 9W, Box 992
Glenmont, NY 12077

FOR THE PUBLIC UTILITY LAW PROJECT:
Ben Wiles, Esq.
90 State Street, Suite 601
Albany, NY 12207
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FOR THE RENEWABLE ENERGY TECHNOLOGY AND ENVIRONMENTAL
COALITION:

Katherine Kennedy, Esq.

Nathanael Greene

40 W. 20" St.

New York, NY 10011

FOR THE SARATOGA ASSOCIATES:
Richard Benas
443 Broadway
Saratoga Springs, NY 12866

FOR THOMPSON HINE LLP:
Robert J. Glasser, Esq.
One Chase Manhattan Bank
New York, NY 10005

FOR TRANSMISSION OWNERS COMMITTEE ON THE ENERGY ASSOCIATION
OF NEW YORK STATE:

Paul Gioia, Esq.-

LeBoeuf, Lamb, Green & Macrae, LLP

99 Washington Avenue, Suite 2020

Albany, NY 12210-2820

GENE TRISKO, Esq-
PO Box 596
Berkley Springs, WV 25411

FOR UNION OF CONCERNED SCIENTISTS:
Jeff Deyette
2 Brattle Square
Cambridge, MA 02238

FOR UTC POWER:
Heather Hunt
W.H. Robert and H.F. Hunt, LLC
242 Whhippoorwill Lane
Stratford, CT 06614

FOR UTILITY WORKERS UNION AND IBEW:
Richard J. Koda
Koda Consulting, Inc.
409 Main Street
Ridgefield, CT 06877
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FOR US ENERGY BIOGAS CORPORATION:
Dominic Antignano
1420 D Church Street
Bohemia, NY 11716

FOR WEBGEN SYSTEMS, INC.:
Mark Noyes
41 William Linskey Way
Cambridge, MA 02142

FOR WHEELABRATOR TECHNOLOGIES, INC.:
Frank Ferraro
4 Liberty Lane
West Hampton, NH 03842

FOR WIND TURBINE & ENERGY CABLES CORP.:

Eugene J. Tonkovich
Douglas W. Schmidt

Suite 415, Polygon Plaza
2050 Center Avenue

Fort Lee, NJ 07024-4909

FOR ZILKHA RENEWABLE ENERGY:
Patrick Doyle
1001 McKinney Suite 1740
Houston, TX 77002
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Year
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

SEP Forecast
160,480,000
162,844,000
165,280,000
167,490,000
169,977,000
172,404,000
174,658,000
176,910,000
179,031,000
180,907,000
182,866,999

Baseline
31,159,134
31,405,565
31,411,462
31,417,358
31,411,491
31,405,624
31,399,758
31,393,891
31,388,024
31,382,158
31,376,291

Tablel

Incremental RPS Targets

RPS

Year Percentages

2006
2007
2008
2009
2010
2011
2012
2013

Table?2

0.94%
1.92%
2.87%
3.81%
4.74%
5.67%
6.58%
7.50%

Calculation of RPS Targets (MWh's)

EO 111

0

0
251,065
283,192
315,338
347,505
379,691
411,897
394,132
376,366
358,601

Green
Marketing

0

0
274,953
274,953
274,953
274,953
274,953
274,953
274,953
274,953
274,953

Increment
Target

0

0

0
1,577,518
3,255,600
4,956,086
6,652,656
8,380,737
10,159,859
11,909,571
13,706,906

Total
Renewables

31,159,134
31,405,565
31,937,479
33,553,020
35,257,382
36,984,168
38,707,057
40,461,478
42,216,968
43,943,047
45,716,750

Renewables
Percentage

19.42%
19.29%
19.32%
20.03%
20.74%
21.45%
22.16%
22.87%
23.58%
24.29%
25.00%

Incremental
Percentage

0

0

0
0.94%
1.92%
2.87%
3.81%
4.74%
5.67%
6.58%
7.50%



Table3
Quantity of Renewable Resources Reached Through 2013

ENERGY SOURCE BLOCK
Landfill Gas Microturbines NY z2
Wind Clusters NY-z3b3

Off-Shore Wind LI NY-z3

Biomass Co-firing w/Coal NY-z1 b3
Hydro Upgrades Ontario

Hydro Upgrades Quebec

Wind Clusters NY-z1b2

Wind Farms PJM b1

Biomass Co-firing w/Coal NY-z1 b2
Wind Clusters NY-z3b2

Wind Farms NY-z1b3

Landfill Gas IC Engines NY z3
Wind Clusters NY-z1b1l

Wind Farms NY-z2b3

Wind Farms NY-z1b2

Biomass Co-firing w/Coal NY-z2
Wind Farms NY-z2b2

Wind Farms NY-z1bl

Biomass Co-firing w/Coal NY-z1 b1
Landfill Gas IC Engines NY z1
Landfill Gas IC Engines NY z2
Eligible Hydro Maintenance NY z1

Location
NY Zone 2
NY Zone 3
NY Zone 3
NY Zone 1
Ontario
Quebec
NY Zone 1
PIM

NY Zone 1
NY Zone 3
NY Zone 1
NY Zone 3
NY Zone 1
NY Zone 2
NY Zone 1
NY Zone 2
NY Zone 2
NY Zone 1
NY Zone 1
NY Zone 1
NY Zone 2
NY Zone 1

MWs

Market Index Reached
NY Zone 2 1.06
NY Zone 3 15.00
NY Zone 3 499.68
NY Zone 1 137.00
NY Zone 1 800.00
NY Zone 1 300.00
NY Zone 1 150.00
NY Zone 1 250.00
NY Zone 1 63.00
NY Zone 3 15.00
NY Zone 1 1400.00
NY Zone 3 3.18
NY Zone 1 20.00
NY Zone 2 50.00
NY Zone 1 450.00
NY Zone 2 56.00
NY Zone 2 50.00
NY Zone 1 50.00
NY Zone 1 38.00
NY Zone 1 88.15
NY Zone 2 25.73
NY Zone 1 41.53

TOTALS 4,503.33

NY RPS 4,129.26

MWHSs
Reached

8,841
38,106
1,488,241
660,066
3,000,000
1,182,600
433,620
722,700
386,316
43,362
3,556,560
26,505
64,824
127,020
1,300,860
294,336
144,540
162,060
233,016
733,577
214,117
127,333

14,948,600
13,706,906



Table4
Quantity of SBC-Like Tier Renewable Resources Through 2013

2009
$108,460,885
$17,743,804

$126,204,689

MWh's MW's
Solar PV 24,519 18.66
Wind Small 1,361 0.78
Fuel Cells 248,258 31.49
Totals 274,138 50.93
Tableb
Annual Cost Premiums to Achieve the RPS — Cost Based Approach (2003%)
2006 2007 2008
RPS Main Tier $15,901,306 $41,883,864 $73,578,940
RPS SBC-Like Tier $24,741,325 $24,741,325 $24,741,325
Total Cost to Achieve RPS $40,642,631 $66,625,189 $98,320,265
2010 2011 2012

RPS Main Tier
RPS SBC-Like Tier
Total Cost to Achieve RPS

$139,601,134
$17,743,804
$157,344,937

$172,932,249
$17,743,804
$190,676,053

$201,711,887
$10,746,282
$212,458,169

2013
$236,443,268

$10.746,282
$247,189,551

2009
$132,449,400

$17,743,804
$150,193,204

Table6
Annual Cost Premiums to Achieve the RPS — Market Clearing Approach (2003%$)
2006 2007 2008
RPS Main Tier $24,302,252 $59,903,103 $94,583,228
RPS SBC-Like Tier $24,741,325 $24,741,325 $24,741,325
Total Cost to Achieve RPS $49,043,577 $84,644,429 $119,324,554
2010 2011 2012

RPS Main Tier
RPS SBC-Like Tier
Total Cost to Achieve RPS

$166,206,145
$17,743,804
$183,949,949

$203,897,066
$17,743,804
$221,640,870

Table7
Cumulative Cost Premiums to Achieve the RPS — Cost Based Approach (2003%)

$239,978,395
$10,746,282
$250,724,677

2013
$280,323,981

$10.746,282
$291,070,264

2006-2013
$990,513,532
$148,947,952

$1,139,461,484

RPS Main Tier
RPS SBC-Like Tier
Total Cost to Achieve RPS



Table8

Cumulative Cost Premiums to Achieve the RPS — Market Clearing Approach (2003$)

RPS Main Tier
RPS SBC-Like Tier
Total Cost to Achieve RPS

2006-2013

Table9

$1,201,643,572
$148,947,952
$1,350,591,524

Annual Wholesale Energy Cost Reductions Due to RPS — Statewide Totals (2003%)

2006
$450,099

Year Reductions
2006 -$18,546,150
2009 -$37,852,103
2013 -$137,480,320

Table 10

UCAP Payments to Renewable Generators (2003$)

2007 2008
$2,871,035 $5,291,972

2009 2010
$7,712,908 $11,299,626

Table11

2011 2012 2013
$14,886,343 $18,473,060 $22,059,778

Annual Capacity Cost Changes Due to RPS — Statewide Totals (2003%$)

Year
2006
2009
2013

Changes
-$15,612,921
+$22,972,581
-$784,459

Table 12

Comparison of Net Present Value in Year 2003 (2003%)

RD Case RD Case
Cost Based Market Clearing
Approach Approach

Net Present Value

$158,019,463

$327,981,553




Table 13
Range of Bill Impact — Current Bills to Lowest and Highest of Years 2006, 2009 & 2013 (2003%)

RD Case
Both Approaches

Residential -1.16% to +1.83%
Commercial -1.00% to +1.95%
Industrial -1.98% to +2.38%




Table14

Range of Bill Impact by Utility — Current Bills to Years 2006, 2009 & 2013

PRIME CASE
Cost Based
Approach

2006

2009

2013

CENTRAL HUDSON

Residential Bill Impact Range

-0.13% to 0.00%

0.00% to +1.35%

0.00% to +1.25%

Commercial Bill Impact Range

-0.15% to -0.04%

+1.07% to +1.61%

+0.83% to +1.49%

Industrial Bill Impact Range

-0.22% to -0.06%

+1.45% to +2.26%

+1.12% to +2.08%

CON EDISON

Residential Bill Impact Range

0.00% to +0.07%

0.00% to +0.68%

0.00% to +0.83%

Commercial Bill Impact Range

+0.01% to +0.05%

+0.32% to +0.54%

+0.34% to +0.66%

Industrial Bill Impact Range

+0.01% to +0.06%

+0.42% to +0.67%

+0.46% to +0.82%

NYSEG

Residential Bill Impact Range

-0.07% to 0.00%

0.00% to +0.27%

-0.83% to 0.00%

Commercial Bill Impact Range

-0.07% to -0.01%

+0.09% to +0.26%

-0.82% to -0.42%

Industrial Bill Impact Range

-0.11% to -0.03%

+0.15% to +0.41%

-1.28% to -0.74%

NIAGARA MOHAWK

Residential Bill Impact Range

-0.17% to 0.00%

0.00% to +0.21%

-1.16% to 0.00%

Commercial Bill Impact Range

-0.15% to 0.00%

0.00% to +0.18%

-1.00% to 0.00%

Industrial Bill Impact Range

-0.29% to -0.09%

+0.04% to +0.35%

-1.98% to -0.75%

O&R

Residential Bill Impact Range

-0.38% to 0.00%

0.00% to +1.83%

0.00% to +1.55%

Commercial Bill Impact Range

-0.41% to -0.19%

+1.01% to +1.95%

+0.75% to +1.65%

Industrial Bill Impact Range

-0.50% to -0.32%

+1.65% to +2.38%

+1.23% to +2.01%

RG&E

Residential Bill Impact Range

0.00% to +0.09%

0.00% to +0.55%

-0.32% to +0.02%

Commercial Bill Impact Range

+0.01% to +0.08%

+0.19% to +0.48%

-0.28% to +0.02%

Industrial Bill Impact Range

+0.02% to +0.12%

+0.31% to +0.72%

-0.41% to +0.03%




Table 15
Fuel Usage Changes — Year 2013

FUEL TYPE UNITS VOLUME GENERATION (MWh)
Coal TONS (247,193) (599,595)
Oil BBL (1,289,856) (730,472)
Gas MCF (47,207,817) (6,154,568)
Nuclear MBTU (6) Q)
Wood TONS (176) (162)
Refuse TONS (434) (215)
Landfill Gas MBTU 13,300,569 980,991
TOTAL GENERATION: (6,504,022)
Table 16
Air Emissions Reductions with RPS (x 1,000 tons)
2006
Net Percentage
Emission Base Case RPS Case Change Change
Total Statewide Emissions NOx 59 58 (2) -1.02%
SO, 165 163 2 -1.47%
CO; 50,009 49,232 (777) -1.55%
Total NYC/Long Island Emissions NOx 22 22 (1) -2.28%
SO, 22 21 1) -3.84%
CO, 25,750 25,315 (435) -1.69%
2009
Net Percentage
Emission Base Case RPS Case Change Change
Total Statewide Emissions NOy 51 51 1) -1.39%
SO, 161 157 3) -2.07%
CO, 51,041 48,964 (2,077) -4.07%
Total NYC/Long Island Emissions NOy 17 17 0) -2.13%
SO, 19 18 1) -3.57%
CO, 27,690 26,308 (1,382) -4.99%
2013
Net Percentage
Emission Base Case RPS Case Change Change
Total Statewide Emissions NOx 55 52 (4) -6.80%
SO, 168 158 (10) -5.89%
CO; 53,927 49,798 (4,129) -7.66%
Total NYC/Long Island Emissions NOx 19 17 (2) -9.26%
SO, 22 20 ) -9.81%
CO, 29,642 26,998 (2,645) -8.92%




Table17

Displacement of Generation Resources (GWh's)

Comparison of Year 2003 Present Value of 2006-2013 Bill Impacts (2003$)

Base Renewables
Case Case Difference
Qil 4,948 4,218 730
Gas 60,350 54,195 6,155
All Other 62,127 62,506 (379)
Totals 127,425 120,919 6,506
Table 18
Reduction in Fuel Price & Supply Risk (GWh's)
Base Renewables
Case Case Difference
Oil & Gas 65,298 58,413 6,885
Percent 100% 89% 11%
Table 19
Cost-Based
Approach

Present Value:
RD Case:

No Production Tax Credit Sensitivity:

Strawman "A" Scenario:
Strawman "B" Scenario:

Table 20

$158,019,463
$388,520,444
$147,113,376
$442,135,650

Market Clearing
Approach

$327,981,553
$627,464,659
$194,377,841
$455,163,373

Comparison of Absolute Worst Case Bill Impact, NYPA-IN — NYPA-OUT

NYPA-IN

NYPA-OUT

+2.24%

+2.38%




Table 21

Comparison of Target Year Effect on RPS Incremental Steps

25% Target Year:
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

RPS Increment (MWhs)

2013
1,559,713
3,220,009
4,902,730
6,594,897
8,318,580
10,093,272
11,838,553
13,631,458
13,921,931
14,212,061

Table 22

2014
1,427,658
2,951,977
4,494,941
6,044,070
7,621,168
9,246,344
10,840,117
12,478,026
13,921,931
14,212,061

2015
1,322,014
2,737,551
4,168,710
5,603,408
7,063,239
8,568,802
10,041,369
11,555,280
12,877,787
14,212,061

Incremental RPS Requlatory Targets for LSEs other than NYPA & MUNIs

Year
2006
2007
2008
2009
2010
2011
2012
2013

RPS

Increment
1.11%
2.25%
3.38%
4.48%
5.58%
6.68%
7.75%
8.82%



Table23
List of RD Cost Analysis Spreadsheet Files to be Posted on DPS Website

RDCase-Results-6-03-04.xlIs
RDCase-No-PTC-Results-6-03-04.xls
RD-Strawman-A-Results-6-03-04.xls
RD-Strawman-B-Results-6-03-04.xls
Bill-Impacts-RDCase-NYPA-IN-NewFuel-CB-5-26-04.xls
Bill-Impacts-RDCase-NYPA-IN-NewFuel-MCA-5-26-04.xls
Bill-iImpacts-RDCase-NYPA-IN-SEP-Fuel-CB-5-26-04.xIs
Bill-Impacts-RDCase-NYPA-IN-SEP-Fuel-MCA-5-26-04.xls
Bill-iImpacts-RDCase-NYPA-OUT-NewFuel-CB-5-26-04 .xls
Bill-iImpacts-RDCase-NYPA-OUT-NewFuel-MCA-5-26-04.xls
Bill-Impacts-RDCase-NYPA-OUT-SEP-Fuel-CB-5-26-04.xls
Bill-Impacts-RDCase-NYPA-OUT-SEP-Fuel-MCA-5-26-04.xls
Bill-Impacts-RD-NO-PTC-NYPA-OUT-NewFuel-CB-5-27-04.xls
Bill-Impacts-RD-NO-PTC-NYPA-OUT-NewFuel-MCA-5-27-04.xls
Company Load and Price RD STUDY 5-19.xls

RPS emissions RD STUDY 5-19-04.xls

RPS Fuel Use RD BASE RD PRIME SEP fuel prices 2006 2013 5-19-04.xls
RD-UCAP INPUTS-6-03-04 .xIs

-10-



CASE 03-E-0188 APPENDIX C

INSTITUTING ORDER THRESHOLD ISSUES

In the Instituting Order, the Commission flagged 14 issues for
party comment and analysis. This appendix cross-references

those threshold issues with the work of the collaborative
process, party comments, the Draft Generic Environmental

Impact

Statement, Cost Study 11, and the Phase 1 Reliability Report.

1. The types of resources that should be considered as

"renewable™ for the purposes of a renewable portfolio
standard.

. The appropriateness of including renewable resource energy
procured from outside the State, such as hydropower from

Canada or wind energy from New England.

These issues were debated by the parties in Working
Group One (Eligibility). As a preliminary matter,
parties agreed to consider what resources were
"eligible”™ instead of what resources were "renewable
consistent with other states® practice, and the fact
that different definitions of “renewable”™ are found
law and policy, dependent upon context. Parties

in

commented extensively on eligibility; the cost studies

analyzed the cost implications of adding each
resource, and the reliability study evaluated the
effect of adding significant wind power. The Draft
Generic Environmental Impact Statement provided a
comprehensive examination of each resource; and the
Recommended Decision suggests an initial eligibility
list and the establishment of an implementation
process to, among other things, provide for addition
of new resources.

The Import issue was treated in the eligibility

analysis; In addition, parties commented upon, and the

Recommended Decision discusses, these issues in
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connection with the legal i1ssues concerned in
attempting to exclude imports or limit exports; and in
the discussion of renewable energy credits or
certificates.

3. The retail suppliers that should be required to sell energy
from renewable resources.

4. The impact, if any, on the ability of energy services
companies®™ (ESCOs) abilities to compete with utilities if
they are required to procure renewable resources beyond what
their customers request, given the relative size of the loads
supplied by utilities and ESCOs currently, and how such
Impacts might be overcome.

Parties, including ESCO parties, commented on these
issues; the Recommended Decision suggests that all
retail suppliers under the Commission®s authority
should be required to sell renewable energy under the
RPS; in implementation, a mechanism to exempt very
small ESCOs should be developed. The balance of the
recommendation is that the RPS design should include
LIPA, but should exempt NYPA and municipals.

5. The best methods for retail suppliers to procure renewable
resources (e.g., construction and ownership versus purchases).

Parties commented on, and the Draft Generic
Environmental Impact Statement analyzed, the potential
conflict between Commission pro-competitive and
unbundling policies and the requirement that retail
suppliers obtain a certain percentage of renewables,
with the option of various methods of procurement,
including construction and ownership. The Recommended
Decision suggests load serving entities have options
as to how to meet their targets for procurement of
renewables; these options, including procurement
through a central State agency broker, neither require
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nor preclude utility construction or ownership of
renewable generation.

6. Methodologies for the recovery of costs by regulated
utilities.

The Working Objectives provide for an opportunity for
regulated utilities to recover RPS costs; parties
commented on several methods to do so, generally
preferring a wires charge, which is recommended.

7. Individual retail suppliers® targets, if appropriate.

The issue of targets generally, was addressed in all
cost studies and analyzed in the Recommended Decision.
The application of the targets to individual utilities
is found in Cost Study Il and, as modified, iIn the
attached Recommended Decision Cost Analysis.

8. The potential impact on reliability and system operations due
to the addition of renewable resources, especially those
resources that operate only intermittently (e.g., windmills
and photovoltaics), and what, 1If anything, must be done to
ensure that reliability is maintained.

A preliminary study of the system effects of the
addition of substantial intermittent generation
resources was completed in February 2004; parties
commented on this study following two formal
opportunities to question its preparers. Among these
parties was the NYISO, which made clear its commitment
to ensuring reliability would not be compromised. The
Recommended Decision discusses the Phase 1 Reliability
Report findings, and Phase 2, providing site- and
plan-specific analysis, is expected by year end.
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9. The appropriate means to monitor progress toward meeting the
goal and to ensure results, including possible rewards and
disincentives.

Milestones toward attaining the Commission®s goal of
25% renewables retailed in the State are i1llustrated
in the Recommended Decision Cost Analysis. Means to
ensure results include an alternative compliance
payment of 150% of renewable certificate cost. The
recommendation is that the Commission undertake a year
2008 review of progress toward the 25% goal, with the
objective of modifying the RPS should the costs,
benefits, or interplay with other State and Commission
programs vary significantly from those forecast. In
addition, the recommendation is that Staff, iIn
conjunction with other involved State agencies as
appropriate, monitor the RPS and report to the
Commission annually, commencing one year from the
Commission adoption of an RPS Policy Statement.

10. The appropriateness of a "renewable attributes trading"
system, and the components of any such system that might be
developed.

Working Group Four analyzed the issues and choices
entailed in establishing an attributes trading system;
parties briefs these issues extensively, and they are
discussed iIn the Recommended Decision, which suggests
— as the parties generally agreed — that a New York
State attributes trading system should be established
immediately and a trading system without borders
should be developed as soon as possible.
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11. The impact, if any, on the Commission®s Environmental
Disclosure Label Program, and any modifications that might be
needed and appropriate for that program.

Based upon the parties®™ extensive comments on this
issue, and considering the design of RPS programs in
other states in the region, in order to create an
attributes trading program, the recommendation is to
employ a certificates-based approach for the RPS.
Under this approach, out-of-state spot market
transactions should be treated the same as iIn-state
spot market transactions for environmental disclosure
purposes. These will require some modifications 1f CO,
is eventually broken out of the certificate. The
question of whether other modification of
Environmental Disclosure labeling 1s necessary or
desirable is left for the implementation process,
which will include crafting of rules governing

certificate trading.

12. The practicality of installing new renewable facilities in
the high load areas of the State. |If the targeted renewables
are buirlding upstate, the impact, if any, such construction
might have on the addition of new resources in the load
centers where they are most needed, and the appropriate means
to ensure that additional generation and transmission
resources will be built where they are most needed.

Discussion among parties and comments treated the
importance of installing new renewables facilities in
high load areas. Some parties® proposals included
adding a location premium to create and additional
incentive for renewables developers to locate in those
areas. As recommended, the two percent SBC-like tier
should encourage photovoltaic and fuel cell
developers, which are or can be based in the load
centers. Proposals for additional locational premiums
were rejected, because through the locational based
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13.

14.

marginal pricing approach of the NYISO, those
developers already may take advantage of location
incentives through their energy sales. Adding more
costs to the RPS budget did not appear necessary.

The Phase 1 Reliabity Report studied the effect on New
York®"s transmission system of the addition of varying
levels of wind generation. At the levels forecast by
the Recommended Decision Cost Analysis, no
transmission problems are expected.

The impact, if any, the renewable portfolio standard would
have on existing green marketing programs in the State, and
what the State might do to support developers and green power
marketers during the process of developing rules to implement
the standard.

Changes needed, if any, by the Public Service Commission and
NYSERDA in the SBC-funded renewable energy program to
coordinate with the new target.

Parties commented on the treatment to be accorded the
green marketing and SBC programs. In the Cost Study
11, the renewables attained through these programs
were treated as baseline resources, contributing to
the goal of 25 percent renewables, but because they
each have their own funding streams, not eligible to
participate in the RPS.

Vi
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IMPLEMENTATION

For implementation of the Commission®s RPS Policy Statement
determinations, the following represent initial tasks arising
over the course of the last 15 months of this proceeding:

Monitoring the RPS

The recommendation is, first, to iInitiate a new proceeding for
the implementation process. Second, the Commission should
delegate to the DPS, iIn conjunction with the NYISO and other
involved State agencies, as appropriate, the task of monitoring
the RPS and reporting as to i1ts progress and status to the
Commission annually, commencing one year from the Commission
adoption of an RPS Policy Statement.

Eligibility

Regulations drafted for consultation with parties and regulatory
approval should detail the eligibility standards suggested here.
Establish mechanisms for new or improved technologies to seek
eligibility.?

Reliability

Analysis of Phase 2 Report, and adoption, as appropriate, of
Phase 1 Report recommendations, including interconnection
requirements, other responses to system needs. Immediate
commencement of documentation of operational experience with
wind; establishment of a wind forecast center for centralized
and uniform forecasting for wind power production; consider
selective waiver of requirements for wind farms below 10 MW.

1 An additional option is to establish a process to develop
criteria for municipal solid waste.
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Attributes Trading

Should the Commission adopt the recommendation to employ a
certificates-based approach for the RPS rather than apply the
conversion transaction system used for the Environmental
Disclosure Label Program, modification of Environmental
Disclosure labeling may be necessary or desirable. The
implementation process, which will include crafting of rules
governing certificate trading, should address this issue.






