Co~NOoOUIT~hWNE

STATE OF NEW YORK

8872
I N ASSEMBLY
February 25, 2014

Introduced by M of A QUART -- read once and referred to the Commttee
on Energy

AN ACT to anend the public service law, in relation to the regional
greenhouse gas initiative

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED I N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The public service law is anended by adding a new section
77-a to read as foll ows:

S 77-A LEGQ SLATIVE | NTENT. THE LEG SLATURE HEREBY FI NDS AND DECLARES
THAT IT IS IN THE BEST PUBLI C POLI CY | NTERESTS OF THE STATE, |ITS BUSI-
NESSES AND | TS CI TI ZENS TO ENSURE THAT, TO THE GREATEST EXTENT POSSI BLE,
THE LETTER AND SPIRI T OF | TS ENVI RONVENTAL REGULATI ONS Al MED AT REDUCI NG
CARBON DI OXIDE EM SSIONS AND | MPROVI NG Al R QUALI TY UNDER THE REGQ ONAL
GREENHOUSE GAS INITIATIVE (RGE), ESTABLISHED BY REGULATION OF THE
DEPARTMENT OF ENVI RONMENTAL CONSERVATI ON, ARE ENFORCED FOR ANY GENERATOR
VWHO DOES BUSI NESS | N THE NEW YORK STATE ENERGY MARKET.

THI'S POLI CY CHANGE | S NECESSARY BECAUSE STATES THAT SURROUND NEW YORK
THAT DO NOT PARTI Cl PATE IN RGE, BUT WHO DO EXPORT PONER TO NEW YORK
STATE, HAVE A DI STI NCT COVPETI TI VE ADVANTAGE OVER | N- STATE PONER GENERA-
TORS. WH LE THE GOALS OF THE RGE PROGRAM ARE LAUDABLE, | N- STATE FCOSSI L
FUEL GENERATORS ARE EXPERI ENCI NG S| GNI FI CANT | NCREASES I N THEI R COSTS AS
A RESULT OF THE NEED TO BUY CARBON DI OXI DE EM SSI ON ALLOMNCES | N THE
RGGE AUCTI ON, ESTABLI SHED BY REGULATI ON OF THE NEW YORK STATE ENERGY AND
RESEARCH DEVELOPMENT AUTHORI TY. HOWEVER, OUT- OF- STATE FOSSI L FUEL CGENER-
ATORS | N NON- RGGA STATES MAY USE THE SAME EXACT FUEL AND PRODUCE THE
GREATER EM SSI ONS ASSOCI ATED W TH THAT FUEL, BUT ARE STILL ABLE TO
EXPORT PONER TO NEW YORK AT A CHEAPER PRI CE BECAUSE THEY ARE NOT SUBJECT
TO THE COSTS ASSOCI ATED WTH RGE . TH S STATE OF AFFAI RS HURTS | N- STATE
PONER GENERATORS, THREATENS JOBS AND ENCOURAGES THE | MPORTATI ON OF
POLLUTI ON | NTENSI VE PONER FROM OTHER STATES.

THE LEG SLATURE FURTHER DECLARES THAT IT IS IN THE BEST ECONOM C AND
ENVI RONMVENTAL | NTERESTS OF THE STATE TO ADOPT POLI Cl ES THAT SUPPORT JOB
RETENTI ON AND CREATION I N THE PONER GENERATI ON SECTOR IN THE STATE OF
NEW YORK, AND TO SEEK TO LIM T POLLUTI ON AND ENVI RONVENTAL DEGRADATI ON

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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VHETHER | T EMANATES FROM W THI N THE STATE OR FROM ANOTHER STATE. THE
COW SSI ON WORKI NG W TH THE NEW YORK STATE ENERGY RESEARCH AND DEVELOP-
MENT AUTHORI TY AND THE FEDERALLY DESI GNATED BULK SYSTEM OPERATOR, ARE
THE STATE ENTITIES WTH THE EXPERTISE AND AUTHORI TY TO RECTIFY THI' S
PROBLEM THROUGH APPROPRI ATE REGULATORY ACTI VITY.

THEREFORE, THI S LEG SLATION DIRECTS THE COW SSION TO INTIATE A
STAKEHOLDER PROCESS, CONSISTENT W TH SECTI ON SEVENTY-SEVEN-B OF THI S
ARTI CLE, WTH THE GOAL OF THE COWM SSI ON | SSUI NG AN ORDER Al MED AT ELI M
| NATI NG ANY UNFAI R FI NANCI AL OR ENVI RONVENTAL ADVANTAGE THAT AN OUT- OF-
STATE PONER GENERATOR MAY ENJOY BECAUSE THE STATE IN WHICH I T IS LOCATED
DOES NOT PARTI Cl PATE | N THE RGA PROGRAM

S 2. The public service law is anended by adding a new section 77-b to
read as foll ows:

S 77-B. REG ONAL GREENHOUSE GAS | NI TIATIVE, EFFECT ON ELECTRICITY
MARKETS. 1. THE COW SSI ON | S HEREBY AUTHORI ZED AND DI RECTED TO DEVELOP
A MECHANI SM FOR THE PURPOSE OF ELI M NATING OR M NIM ZI NG TO THE GREAT-
EST EXTENT PRACTI CABLE, THE COWMPETI Tl VE ADVANTAGES IN THE STATE'S ELEC
TRICITY MARKETS THAT OUT- O STATE PONER GENERATORS HAVE OVER | N- STATE
PONER GENERATORS DUE TO NEW YORK STATE' S PARTICI PATION IN THE REG ONAL
GREENHOUSE GAS | NI TI ATIVE, ESTABLI SHED BY REGULATI ON OF THE NEW YORK
STATE DEPARTMENT OF ENVI RONVENTAL CONSERVATI ON.  SUCH MECHANI SM SHALL BE
DEVELOPED PURSUANT TO A STAKEHOLDER PROCESS THROUGH A PROCEEDI NG TO BE
ESTABLI SHED BY THE COWM SSI ON W THIN ONE MONTH OF THE ENACTMENT OF THI S
SECTI ON.  THE COWM SSI ON MAY, IN I TS DI SCRETI ON, CONSULT WTH THE NEW
YORK STATE ENERGY RESEARCH AND DEVELOPMENT AUTHORI TY AND THE FEDERALLY
DESI GNATED BULK SYSTEM OPERATOR SERVI NG NEW YORK STATE' S ELECTRI C SYSTEM
I N DEVELOPI NG SUCH MECHANI SM WTH N SIX MONTHS O THE COW SSION
HAVI NG ESTABLI SHED A PROCEEDI NG PURSUANT TO THI S SECTI ON, THE DEPARTMENT
SHALL |SSUE A REPORT, BASED UPON THE STAKEHOLDER PROCESS | N SUCH
PROCEEDI NG THAT DESCRI BES THE MECHANISM I TS FUNCTION, |ITS POSITIVE
ATTRI BUTES, AND ANY OF | TS ANTI Cl PATED NEGATI VE CONSEQUENCES, AS VELL AS
HOW THOSE CONSEQUENCES COULD BE M NIMZED OR M Tl GATED. SUCH REPORT
SHALL BE PROVI DED FOR PUBLI C STAKEHOLDER REVI EW AND COWMMENT DURING A
THREE MONTH PERI OD. W THI N ONE MONTH OF COWPLETI NG THE PUBLI C STAKE-
HOLDER REVI EW AND COMMENT PERI OD ON SUCH REPORT, THE COWM SSION SHALL
REVISE SUCH MECHANISM AS NEEDED AND TAKI NG | NTO ACCOUNT SUCH PUBLI C
STAKEHOLDER COMMENTS, AS THE COWM SSI ON DEEMS TO BE | N THE PUBLI C | NTER-
EST AND CONSI STENT W TH THE LEG SLATIVE | NTENT EXPRESSED PURSUANT TO
SECTI ON SEVENTY-SEVEN-A OF THIS ARTICLE. WTH N THREE MONTHS OF SUCH
MECHANI SM HAVI NG BEEN REVI SED, AS NEEDED, AND MADE AVAI LABLE TO STAKE-
HOLDERS | N SUCH PROCEEDI NG THE COWM SSI ON SHALL | SSUE AN ORDER | MPLE-
MENTI NG SUCH MECHANI SM NO LATER THAN JULY FI RST, TWO THOUSAND S| XTEEN.

2. FOR THE PURPCSES OF THI S SECTI ON AND SECTION SEVENTY- SEVEN-A OF
TH S ARTI CLE, THE FOLLOW NG TERMS SHALL HAVE THE FOLLOW NG MEANI NGS:

A. "COWPETI TI VE ADVANTAGE" SHALL MEAN ANY ADVANTAGE OR BENEFI T, FI NAN-
CIAL OR OTHERW SE, THAT EXI STS FOR AN QUT- OF- STATE PONER GENERATOR | N
CONNECTI ON WTH THE | MPCSI TION OF THE REQUI REMENTS OF THE REQ ONAL
GREENHOUSE GAS | NI TI ATIVE, ESTABLI SHED BY REGULATI ON OF THE NEW YORK
STATE DEPARTMENT OF ENVI RONVENTAL CONSERVATI ON, ON | N- STATE PONER GENER-
ATORS. A "COWPETITI VE ADVANTAGE" MAY | NCLUDE, AMONG OTHER THI NGS,
AVO DED COSTS SUCH AS | NFRASTRUCTURE | MPROVEMENTS, TAXES, PENALTI ES,
COSTS OF ENVI RONMENTAL COWPLI ANCE, AND ADM NI STRATIVE AND REPORTI NG
COSTS.

B. "IN STATE PONER GENERATOR' SHALL MEAN A PONER GENERATOR PHYSI CALLY
LOCATED | N NEW YORK STATE.
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C. "OUT- OF- STATE PONER GENERATOR' SHALL MEAN A PONER GENERATOR PHYS-
| CALLY LOCATED I N A STATE OR PROVI NCE THAT DOES NOT PARTI Cl PATE I N THE
REG ONAL GREENHOUSE GAS | NI Tl ATl VE, ESTABLI SHED BY REGULATI ON OF THE NEW
YORK STATE DEPARTMENT OF ENVI RONMVENTAL CONSERVATION, THAT |S SELLING
PONER | N NEW YORK STATE.

S 3. This act shall take effect imediately.



