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SENATOR MAZI ARZ: Good afternoon, everyone,
and thank you very nmuch for being here.

| "' m Senat or George Mazi arz, Chairman of the
Senat e Energy and Tel econmuni cations Comm ttee.

| want to thank ny coll eague,
Senator Patty Ritchie fromthe north country, and
al so, Assenbl ywonan Jane Corwin, who will be
representing, next year, the town of Sonerset, and
currently represents parts of N agara and
Eri e County.

We are also going to be joined, he's just a
few m nutes away, Senator Tom O Mara, and
Senator JimAlesi, who are on their way here.

We al so have a representative from
Senat or Cathy Young's Ofice in attendance here
today. |I'mnot sure if there are any other nenbers
that are represented here.

| know that Senator Kennedy was expected. W
haven't heard back fromhis office yet.

| would just like to open, before | introduce
nmy col |l eagues for their opening statenments, | would
just like to welcone all of you to the town of
Somerset, the village of Barker.

This public hearing concerns the future of

our state's energy generation and transm ssion
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syst ens.

The wi t nesses who cane fromall over our
state, as well as the assenbl ed spectators, | want
to thank all of you for being here.

In particular, | would also |ike to thank,
and he is also going to be here to testify today,
Dan Engert, the Supervisor of the town of Sonerset,
for allowing us to use this space.

Today, we sit alnost in the shadow,
literally, of the Sonerset coal plant. This is the
cl eanest coal plant on the east coast, and both the
former and current owners of this facility have
poured tens of mllions of dollars into nmaking this
pl ant environnmental ly conpliant and
state-of-the-art.

The sane can be said of the NRG owned coal
pl ants at Huntl ey and Dunkirk.

New York is the envy of the nation because of
its diverse fuel mx. W've an abundant hydropower,
natural gas, oil, nuclear, coal, and every renewabl e
energy imginable. This diversity protects us from
fluctuations of the market, and allows us to shift
to the cheapest sources of energy to fuel our
econony.

| strongly believe that maintaining this
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diversity is vital to our state's energy future,
especially if we are to hold down utility costs,
protect robust reliability, and pronote New York
generation jobs.

There are sone, of course, who disagree with
t hi s approach.

They have taken the ideologically inflexible
position that coal is the eneny and shoul d be
elimnated fromour energy portfolio. Their
position is not a practical one, it's a political
one.

It's sad that some groups, centered nostly
downst at e, who have never been to our comunity,
never seen the plant here at Sonerset, never net its
wor kers, woul d enbark upon a crusade to close this
plant. The closing of this and other coal plants in
Western New York woul d cause i mmeasur abl e harm not
only to the workers who depend on these jobs, but
also to the towns, cities, and school districts who
depend on the tax revenue to support these vital
servi ces.

Even though | do not personally believe that
we shoul d nove away fromthe coal -fired generation
| can also see the forces arrayed against it, and

understand that we may need a new plant to
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revitalize and renew our upstate generating
industry. It's clear to ne that a solution that can
lead to a future for Sonerset, Cayuga, Huntley, and
Dunkirk here in Western New York, Bowine in the
Hudson Val l ey, Port Jefferson in Long Island, and
dozens of other plants across the state, lies with

t he conversion to natural gas.

Nat ural gas prices are at an all-tine | ow and
are projected to stay that way for an extended
period of time. This provides us with a uni que
opportunity to take advantage of an abundant
resource to power our energy future.

The operators of Huntl ey, Dunkirk, and

Somer set plants, who you will hear fromtoday, are
commtted to our communities. They are willing to
i nvest hundreds of mllions of dollars nore in their

facilities to convert themto state-of-the-art
conbi ned-cycl e natural gas plants. These will be
t he cl eanest and nost efficient in New York State,
and ensure that generating capacity and jobs renain
in our conmmunities.

These conpani es need a partner in order to
make the investnment required. They need a hand up,
not a handout.

The Governor's Energy Highway Initiative is a
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great start and, hopefully, it will provide a road
map to a real statew de solution to nodernize and
mai ntai n our power-generating capacity.

| believe the el enents necessary to provide
t hese busi nesses with the assistance and certainty
they need are, as foll ows:

We shoul d al |l ow power producers to access
Excel sior job credits in order to encourage job
creation;

We should create a clean-fuel repowering tax
credit equal to at least 12.5 percent of the cost of
construction or repowering costs for any generator
who conmits to and conpl etes a project ainmed at
neeting the nost current environnmental standards and
bur ni ng cl eaner fuel;

We should all ow projects that neet the
environmental criteria outlined above to access the
State debt financing through the New York Power
Aut hority to | ower construction costs;

Every regi onal econom c devel opnent counci
shoul d adopt as part of its regional strategy, a
plan to mai ntain and encourage cl ean power
generati on;

We shoul d sell inefficient and aging State

generation assets, |ike the NYPA peaker plants in
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New York City, and create the New York Cl ean Energy
| nnovation Fund to assist plants further with the
cost of repowering;

W need to create a |level playing field, and
as such, we mnmust take a critical |ook at current
envi ronnent al exenptions enjoyed by sone oil-fired
pl ants that have negatively inpacted the capacity
mar ket for all other upstate generators;

We al so need to | ook at why we continue to
apply crippling RG@ charges to our in-state
generators but not inported power, and, of course,
we shoul d not make RGE worse for our own conpani es;

Any excess revenue that is brought in from
possi bl e gas drilling, Power Authority operations,
NYSERDA col | ecti ons, or any other energy-rel ated
funds shoul d be dedicated to the repowering and
redevel opnent of our energy-generating fleet.

The bottomline is, that every citizen of our
state will benefit froma robust energy industry,
and we nust do all we can to support it and
encourage it.

This industry currently enpl oys over
10, 000 New Yorkers, and we need to keep those jobs
here in New York

Before | | eave the generation topic, let ne
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say one nore thing, clearly, and unequivocally:

The I ndian Point generating station, which
enpl oys 1, 300 people, pays tens of mllions of
dollars in property taxes, and has a stellar safety
record, nust be a part of our energy future. As a
nucl ear plant, it produces no enissions, as well as
2,000 nmegawatts of reliable and cl ean energy for
Downst at e New Yor k.

As a recent report by the Manhattan Institute
clearly showed, closing this plant will rise energy
prices, put thousands of fam lies out of work, and
produce no positive results.

Again, let's not allow politics to trunp
comon sense.

Now, | et nme nove on to tal k about
transm ssi on.

Everyone in the energy industry knows that
our state does not have a generation problemat the
nonment. We have a transm ssion problem Everyone
acknow edges that this problemhas to be addressed,
but on the nethod, we have reached -- on the nethod
of addressing that, we've reached a fork in the
r oad.

Some would like to sinply run a giant

"extension cord" from Canada down the Hudson Ri ver.




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

10

This project would create no jobs outside of the
downst at e regi on, bypass every generator on the way,
and sinply dunp government - subsi di zed power into the
downstate market. This will devastate upstate
generators, elimnate thousands of jobs, and,
according to the chief econom st at the PSC, cause

upstate electric rates to increase while city rates

decl i ne.

The devel opers claimthe cost will be roughly
$2 billion, and the ratepayers will not be asked for
a dine.

| just don't think this is true.

Two years ago, NYPA built a power |ine across
t he Hudson River, from New Jersey into New York, a
di stance of only a fewnles. The cost, nearly
$1 billion.

Yet we are told that this project, running
under the Hudson River for 300 or so mles, wll
cost only 2 billion.

Con Edi son says that this project will cost
11 billion, not 2 billion.

If they are correct, as | believe they are,
who will pick up the other 9 billion? M guess is
that you and | will.

This project will also try to use
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em nent domain to take away New Yorkers' property
and force themfromtheir homes in Stony Point,
New York. This project is being pushed by
Transm ssi on Devel opers, Inc., and is called the
" Chanpl ai n- Hudson Power Express."

The plan | and others prefer takes the
opposite course. It would invest billions into our
state's econony, and create nore than
30, 000 construction and pernmanent jobs. It would
relieve existing transm ssion bottl enecks which
strand 1,500 or nore negawatts of power upstate.
This project would relieve this congestion, and
al |l ow generating stations upstate, hungry to produce
power, to access custonmers in a downstate region
hungry to consuners.

Just as inportantly, this project would all ow
us to mai ntain and expand upstate generation,
creating nore jobs and protect our fragile tax base.

This project, proposed in the Governor's
"Energy Hi ghway" RFI, called "Transco," is a real
solution to our energy transm ssion needs, not a
Band- Aid attached to an extension cord.

New York needs this project, and |I strongly
support it.

Some m ght ask the question: Wy not do both
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proj ects?

The answer to that is sinple.

First, the economc viability of sone of the
Transco upgrades, particularly those that m ght
i mpact Western New York, would be fatally danaged by
the installation of the Chanpl ai n- Hudson power |ine.

I n addi tion, Hydro-Québec, the State-owned
utility backing CHPE, has 10,000 negawatts of
addi ti onal power under devel oprment that woul d need
nore custoners, and no one has nore custoners than
Downst at e New Yor k.

Mark my words, if the PSC approves the
Chanpl ai n-Hudson line, it won't be the last |ine
under the Hudson. The result will be a conplete
dependence on Canadi an power, devastation of our
power - generating industry, a gigantic |oss of jobs
in New York, and higher energy rates for
New Yor kers.

No, we can't do both; it's one or the other.

And, in that case, we nust choose investing
in New York over investing in Canada.

That is why | have proposed Senate Bill 7391,
a bill that prohibits projects Iike CHPE from using
em nent domain. | believe that will effectively

kill the project.
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Over the last two years, |'ve been proud to
work wi th Governor Cuonpb to solve sone of our
state's biggest energy problens. These include
devel oping a new Article 10 siting |law and creating
a pernmanent placenment for Power for Jobs to recharge
New Yor k prograns.

Critics said it couldn't be done, but working
together with this governor, we did it. Now we face
transm ssi on and generation chall enges that affect
each and every New Yorker.

| know that working with Governor Cuonb and
the Assenbly, my coll eague Assenbl yman Kevin Cahill,
the Chair of the Assenbly Energy Commttee, these
probl ems can al so be solved, and | | ook forward to
getting started. | amwlling to negotiate and
conprom se, but only if the resulting policies
protect our in-state generators and the workers who
depend upon them and strengthen, and not weaken,
our conmunities.

The tinme for talk is passed, the tine for
action is now And, going into the next |egislative
session, this "energy highway," working again, along
wi th Governor Cuonp, is going to be our top
priority.

| do want to thank, and al so i ntroduce,
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Senator Tom O Mara, who arrived.

| said you were going to be 10 minutes |ate,
and we're right on point. So --

SENATOR O MARA: Perfect.

SENATOR MAZI ARZ: Wth that, | would like to
ask nmy col |l eague Senator Ritchie to say a few
openi ng comrents.

SENATOR RITCHIE: First of all, | would just
like to start off by thanking Senator Maziarz for
hol ding this inportant hearing today, and those of
you who are going to testify.

This really is an inportant issue for all of
New York State.

| represent an area that has three nuclear
facilities located in it, along with a nunber of
ot her generating facilities, including a |arge steam
plant. So, it is ny priority to put as nany people
back to work in ny district as possible, along with
putting back as many people in the state of New York
back to work

So, | look forward to hearing the testinony
today, and listening to Senator Maziarz, who's done
a lot of work on this issue, to nmake sure that we're
maki ng the correct choices, we're putting as many

peopl e back to work here, and we're doi ng what we
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can to | ower energy costs.

SENATOR MAZI ARZ: Thank you, Senator Ritchie.

| now ask, Senator O Mara.

SENATOR O MARA: Thank you, Chairnman

And t hank you for speaking for 10 m nutes so
that I could get here to get a testinony before it
begi ns.

But, | share Senator Maziarz's concerns about
protecting and pronoting the viability of our own
New York State power industry, so that we have our
own | ocal source of energy, and not nore reliance,
further reliance, upon out-of-state, and in fact,
out - of -country generati on.

So, | look forward to your testinony today,
and coments on this very inportant issue on our
energy sources here in New York State.

Thank you.

SENATOR MAZI ARZ: Thank you very much,
Senat or .

And now our col | eague on the Assenbly side of
the aisle, Assenbl ywonan Jane Corw n.

Assenbl ywonan.

ASSEMBLYWOVAN CORW N: Thank you very rmuch,
Senat or, and thank you all for who -- cane today to

testify.
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As you can see, |I'mnot a senator, and this
is a Senate hearing, so | very nuch appreciate the
invitation by Senator Maziarz to include nme in this
very inportant neeting and di scussion.

As he had stated earlier, this part of
Ni agara County will soon be becom ng part of ny
district, but have -- | have been, for the |ast
four years, representing other parts of
Ni agara County.

And, | can tell you firsthand, that the jobs
that are created by this power plant here in
Sonmerset are critical to the econony here in
Ni agara County and Western New York. And any kind
of decisions -- policy decisions that are going to
be made regarding energy in New York State, aside
from having a huge inpact on the entire New York
econony, certainly has a dramatic inmpact on what's
happeni ng here in Western New York

| just was at a business neeting this past
week, with business people from around New York
State, and | can tell you the big conversation that
| heard, was discussing energy and energy costs for
busi nesses.

Particul arly manufacturers, we've had a big

push to increase manufacturing in New York State,
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and, certainly, the cost of power is a huge part of
t hat equati on.

So, no one understands nore than | do how
inmportant it is that we have | ow cost power for our
busi nesses to be able to create these jobs.

We al so have to make sure that those jobs are
created here in New York State, and certainly,
just -- without having to read the docunentation, it
just doesn't nake sense to be pulling power in from
Canada, when we've got power plants throughout the
state, with people who have the expertise, the
knowl edge, and the ability to be able to provide
that energy at a | ower cost to our business owners
and to our ratepayers.

So, | look forward to hearing the testinony.

| -- certainly, if soneone can explain to ne
how t hi s Chanpl ai n Express nakes sense, | -- |I'm
willing to hear it, but, right now, I don't see
where there's any comon sense in that at all.

But, | do look forward to the testinony
t oday.

Thank you.

SENATOR MAZI ARZ: Thank you very much,
Assenbl ywonan.

| do want to note, the Assenbl ywonman j ust
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recently did tour the Somerset generating station
also. | saw that in the |ocal nedia.

| do want to just acknow edge -- he's going
to be testifying in the third spot, but I do want to
acknow edge, and just thank, | did that in ny
openi ng remarks, but he wasn't here at the tine, the
Supervi sor of the town of Somerset Dan Engert, who's
arrived.

Dan, thank you very nuch for allowing us to
use your facilities here today.

Qur first witness is Ray Long from NRG
Ener gy.

Ray, thank you very nuch

RAYMOND LONG.  Thank you, Senat or.

Senat or Mazi arz, and nenbers of the
Commttee, nmy nane is Raynond Long. |'mthe
vi ce president of governnent affairs for NRG Energy
here in New York

| would |ike to begin by thanking
Senat or Maziarz and the Commttee for your
| eadership on energy issues, and for taking the tine
to hold this hearing today.

As you may know, NRG is an owner and operator
of electric-generation facilities nationally. Qur

portfolio includes generation fueled by natural gas,
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coal, and oil. W own two nuclear reactors in
Texas.

Qur thermal division owns and operates
conbi ned heat and power facilities that serve
muni ci pal i ti es and busi nesses throughout the
country. Additionally, NRGis the |argest devel oper
of electricity fromsolar technol ogies nationally.

W're the partners -- we have partners in
four wind farns.

We serve over 1.8 mllion custoners -- retai
custonmers in Texas and the northeast states,
i ncl udi ng New York

And we are investing heavily in
el ectric-vehicle infrastructure technol ogy through
our eVgo conpany, which is creating the nation's
first privately funded el ectric-vehicle charging
system

That will be nmy own comercial for the whole
conpany. |I'll stick to New York from now on, out.

Here in New York, NRG purchased five
el ectric-generating facilities in 1999, located in
the communities of Dunkirk, Tonawanda, Gswego,
Queens, and Staten |sland.

W own nearly 4,000 negawatts of installed

capacity in New York, which is enough to power
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approximately 3.2 mllion hones.

These facilities have provided reliable,
conpetitive, and clean power to New York customers
for many years. NRG plants have anong the highest
avai lability factors in the industry. The units at
each facility are bid into the New York | ndependent
System Operator, and provide energy, as well as
reliability services, such as voltage support,
reserves, and |oad-follow ng capabilities.

Mor eover, these facilities play a |arge and
inmportant role in their comunities, providing
significant property-tax paynents, jobs, and
contributing to | ocal econonmic activity from goods
and services procured to keep the facilities in
oper ati on.

I n addition, NRG enpl oyees, individually, and
col lectively, contribute to the conmunity in many
ot her ways, large and small, as friends, volunteers,
custoners, individual taxpayers, and nei ghbors.

Toget her, NRG plants in New York pay nore
than $34 mllion per year in property taxes, and
generate an estimated $207.8 mllion of additional
econoni ¢ benefits from goods, services, and
downst ream j obs.

And t hose nunbers are annual .
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In my testinony, | have provided a breakdown
of benefits, per plants, which I'"mgoing to skip
over as part of this testinmony -- ny verbal
t esti nony.

Over the past few years, NRG has taken steps
to operate its facilities in New York as efficiently
and cost-effectively as possible, to remain
conpetitive in the changi ng marketpl ace, and to
conply with evernore stringent environnenta
regul ations. W have invested approximately
$400 mllion at Dunkirk and Huntley to instal
state-of-the-art em ssion-control equi prent.

These two facilities conply with
New York State and federal environmenta
regul ati ons, and they are anong the cl eanest coal
facilities in the United States.

Second, each of our facilities has cut costs
to ensure that we are as conpetitive as possible in
the marketplace. This is especially inportant for
coal facilities, like Huntley and Dunkirk, which,
traditionally, have higher fixed costs, and reducing
t hose costs as nuch as possi bl e have nmade t hese
facilities nore conpetitive.

Finally, NRG has proposed repowering

initiatives at various facilities, to replace the
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ol der equi pment with nore efficient,
cost-conpetitive, and cl eaner technol ogi es.

We have submtted the foll ow ng three
initiatives to the Request for Information issued by
t he Governor's Energy Hi ghway Task Force:

The first one I'Il nmention is our Astoria
project in Queens, New York, which would,
essentially, replace the existing plant with
four natural gas conbi ned-cycle units.

The second proposal that we nade is at our
Huntley facility in Tonawanda, New York. W woul d,
essentially, run a natural gas line in the facility,
allowing us to be able to co-fire natural gas and
coal, which would provide both econonm c and
envi ronnental benefits to the facility.

And then, finally, at Dunkirk, we've proposed
a natural gas conbined-cycle facility there.

And under this proposal, NRG would bring a
natural gas line into the existing facility in the
near term A new natural gas conbi ned-cycle plant
will then be constructed, with an approxi nate
commerci al online date of 2017, at which tinme the
coal units would be permanently retired.

This is the only project proposed in New York

to date that |lays the groundwork to phase out an
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ol der coal plant and replace it with new
state-of-the-art natural gas facility.

The environnmental benefits fromthis proposal
i nclude a 100 percent reduction in mercury em ssions
and 99 percent reductions in sulfur di- -- oxides
and nitrogen di oxi des.

It creates 500 construction jobs and
preserves 27 pernmanent positions, while preserving
the tax base for the Chautauqua County conmunity.

Thi s project has very strong support fromthe
Western New York conmmunity, including the entire
del egation of state, county, and |ocal elected
officials, which is | ed by Senator Cathy Young.

Now, let ne say a few things about the
Governor's Energy H ghway Task Force.

NRG appl auds the Governor for taking the
initiatives to spearhead a conprehensive process to
upgrade and noderni ze New York State's electric
power system Clearly, this initiative has the
ability to provide consunmers in New York with a
vari ety of benefits, including:

Growi ng the New York econony by investing in
infrastructure that would create jobs and econom c
activity;

| mprovi ng the environnment by repowering
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New York's generation fleet, and neeting grow ng
energy demand downstate by devel opi ng
ener gy-generati on resources.

Through a conbi nati on of projects, like the
repowering of ol der generation facilities and
targeted in-state transm ssion upgrades that wll
reduce bottl enecks and allow for the inproved fl ow
of power, New York can achi eve the greatest return
for its investnment dollars for many years to cone.

In-state projects, |ike those proposed by
NRG, will generate:

First, excellent, well-paid jobs -- permanent
j obs and construction jobs for New Yorkers;

Two, mllions of dollars of tax revenues for
host conmuni ti es;

Three, mllions of dollars of ongoing
econonmi c activity in the formof payroll, and goods
and services procured to serve these facilities in
New Yor k;

Four, huge environnental benefits;

And, five, nore price-conpetitive sources of
energy for New Yorkers.

Now, the recommendations fromthe task force
of the next announced step in this process.

It is critical for these projects to becone a
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reality, that the task force initiates a process to
conpetitively award | ong-term contracts.
As we have seen in every major project
devel oped in New York, and with few excepti ons,
everywhere in the United States, long-termcontracts
have been the key for devel opers to secure the
fi nanci ng necessary to nove a project forward.
There are several exanples of when New York
with NYPA, Con Ed, and LIPA, has entered into
| ong-term contracts for generation projects. There
are many ways to structure these agreenents; and,
therefore, to manage costs by sharing the risks
bet ween the devel oper and the contracting entity.
But the inportant thing is, that there's a
fi nanceabl e contract for the desired project.
Let ne say a few words about the
Chanpl ai n- Hudson Power EXpress project.
Thi s project, backed by
Transm ssi on Devel opers, Inc., and The Bl ackstone
Group, is challenged on a nunber of different
| evel s.
First, the project violates the spirit of the
conpetitive energy and capacity markets established
in New York. The transmi ssion |ine has one entry

poi nt in Canada, and one exit point proposed in
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Queens. This highway, wthout on-and-off ranps,

| eaves no realistic ability for New York generators
to utilize this line; and, therefore, only heavily
subsi di zed generation from Canada will be able to
access the New York City narket.

Additionally, the addition of up to
1,000 nmegawatts of power from Canada will further
threaten the viability of in-state generation.

Second, the Bl ackstone-TDI project will not
create any meani ngful jobs for New Yorkers.

Al t hough the project would allegedly create sone
short-term construction jobs, these are short-term
and they're insignificant conpared to the jobs
created by in-state generation projects that |'ve
al ready di scussed.

And, finally, the Bl ackstone-TDl project
woul d Iikely escalate the timng of the closures of
existing in-state generation facilities by
artificially suppressing whol esal e prices bel ow
sust ai nabl e | evel s.

As you know, upstate plants are already
econonmi cally chal |l enged due to | ow natural gas
prices, |low capacity prices, and higher conpliance
cost s.

The devel oprment of Bl ackstone-TDI woul d
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likely contribute to the shutdown or nothballing of
many additional generating units, further hurting

| ocal econom es and increasing New York's

unenpl oynent .

There's been a |l ot of interest about the
not hbal | i ng process, and what's been going on with
our Dunkirk facility. | would Iike to make a few
conment s about that.

On March 13th, NRG filed what is comonly
referred to as a "nothball notice" for the Dunkirk
facility with the New York Public Service
Conmi ssi on.

This notice was the cul m nati on of several
nmont hs' work in analyzing the economcs of this
facility.

The bottom line, was that Dunkirk was | osing
a significant amount of noney, and that trend is
expected to | ast for the next few years.

The drivers for this poor econom c outl ook
are low natural gas prices, |ow whol esal e energy and
capacity prices, and the high fixed costs of the
Dunkirk facility, which is simlar to all coal
gener at ors.

The not hbal | notice, contrasted with the

retirement notice, does not preclude Dunkirk from
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returning to service should natural gas prices rise
and energy and capacity prices support bringing the
pl ant back.

The conclusion of NRGs filing with the
Public Service Conm ssion, was that two of the units
at Dunkirk are needed for reliability for a period
of nine nonths, and one of those two units may be
needed for an additional two years.

These reliability agreenents may actually
forma bridge fromthe old Dunkirk units to the new
nat ural gas conbi ned-cycle facility | discussed
earlier.

Under this scenario, the units under the
reliability agreenments would keep part of the
Dunkirk facility in operation, providing power,

j obs, and taxes, and other economc activity to the
comunity in the near term The new natural gas
conbi ned-cycle facility would be devel oped after the
award of a long-termcontract, potentially through

t he Governor's Energy Hi ghway Task Force.

The end result would be a facility fully
transitioned fromcoal to natural gas, while
continuing in operation, continuing to enpl oy
peopl e, and continuing to pay property taxes and to

support the conmunity.
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To get to the current reliability agreenent,
National Gid and NRG entered into an agreenent for
Dunkirk Units 1 and 2, for the period of
Sept enber 2012 through May 31st of 2013.

As of early Septenber, Dunkirk Units 3 and 4
were taken out of the market and are currently being
not hbal | ed.

As a result, NRG has been working with
| BEW Local 97 on reducing staff responsibly at
Dunkirk. At this tine, there are no |ayoffs
anti ci pat ed.

Regardi ng the PILOT agreement with
Chaut auqua County | DA and the taxing jurisdictions,
NRG is currently making paynments consistent with the
PI LOT agreenent. Reductions to the PILOT agreenent
are not expected until 2014.

We have seen other conpanies file simlar
not hbal | notices throughout New York for what we
suspect are, essentially, the sane reasons.

NRG s other coal facility, Huntley Power
Station in Tonawanda, al so faces econom c --
chal | engi ng econom ¢ situation, and we continue to
| ook for ways to inprove the conpetitiveness of both
Huntl ey and NRG s Oswego oil facility in the

whol esal e nar ket .
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VWhat differentiates OGswego from our coa
plants, is it has |ower fixed-cost structure and a
very large capacity val ue; however, we nust continue
to reduce our operating costs there as well in order
to be viable in the long-term

|"mjust going to have a few concl usions, and
then 1'Il sum up.

Regardi ng the energy needs of the state,

i ncl udi ng Western New York, Senator Mziarz

chanpi oned the devel opnent of the law for the
Recharge New York Program and the re-enactnent of
the Article 10 power-plant siting |aw, breaki ng many
years of gridlock on both issues.

Addi tionally, during the State budget
process, Senator Maziarz, the Commttee, and the
Senat e col | eagues conti nuously guarded agai nst
i ncreased taxes and fees on the energy industry,
and, inportantly, on their inpact to Connecti cut
CONSUNers.

Addi tionally, the Senator has announced
several bills designed to help address the state's
econony and future energy needs.

W need to capitalize on opportunities to
revitalize New York State's econony fromthe inside

out, and | would like to thank Senator Maziarz and
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the Commttee, once again, for denonstrating this
commitment to the best interests of New York through
this | egislation.

And, in particular, Senate 7391, which you
al ready nentioned, would limt the use of em nent
domain only to activities that achi eve public-use
benefit or purpose that nmaxim zes benefits to
New York State.

This legislation prevents outside entities
fromusing em nent donain to access our waterways,
land rights-of-way, and ultimately, take unfair
advant age of New York ratepayers.

Additionally, the foll ow ng proposals wll
simlarly assist with the repowering of New York's
exi sting generation infrastructure, which wll
provi de significant |ocal and state jobs and
econom ¢ benefits:

The Excel sior Jobs Credits program which
supports generation jobs through allow ng power
plants to access the Excelsior job credits;

Cl ean-fuel repowering tax credit, generation
facilities that nmeet the environmental standards
established in the 2011 Power New York Act woul d be
eligible to take at least a 12.5 percent tax credit

on necessary i nmprovenent s;
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And, finally, lowinterest debt financing.
This program all ows repowering projects that neet
strict environmental standards to access
| ow-i nterest debt financing though the State of
New Yor k.

It is inmportant to note that the nobst cost --
the nost effective neans to getting power plants in
New York repowered is to issue long-termcontracts.

| nvestors and banks currently want to see
revenue streans for these $400-plus mllion projects
in energy infrastructure. Tax credits and
lowinterest financing go a long way to |owering the
overall costs of these projects and, thus, |essening
the inpact to the markets and rat epayers.

Long-term contracts ensure that devel opers
can get financing, which is the key to getting steel
in the ground.

And, thank you for the opportunity to speak
here today, and | would be happy to take any
guesti ons.

SENATOR MAZI ARZ: Wl |, thank you very much
M. Long. W appreciate your testinony here
today, and rmuch of it was right on point.

| have just a couple of questions regarding

the two Western New York plants, Huntley and
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Dunki rk.

And | know that if Senator Young were here, |
know Senat or Young has worked diligently with the
Governor's Ofice, with yourself, on the issues
involving -- particularly involving Dunkirk, but of
al | upstate generators.

But, | just want to clarify what you said.

Basi cally, your application to nothbal
Dunkirk is only a transitional direction, let's say,
to transform Dunkirk froma coal-fired plant over to
a natural gas-fire plant.

So, it's not about closing Dunkirk and
nothbal ling it pernmanently.

| s that an accurate assessnent?

RAYMOND LONG. Let me -- let me put it in ny
words, Senator, and see if this makes sense.

SENATOR MAZI ARZ:  Ckay.

RAYMOND LONG  The deci sion to nothbal |
Dunkirk in the proceeding that we went through with
t he Commi ssion was based on the econom cs of the
facility now, and the decision was based solely on
t hose economi cs.

The decision to nothball, rather than to
retire, was based on our belief that, ultinmately,

natural gas prices will rise, or equalize, depending
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on how you l ook at it, providing the potenti al
opportunity to bring those units back.

Separately fromthat, was the proposal that |
nmentioned to the -- that we made in the response to
t he Governor's Energy Hi ghway Task Force.

That proposal involves building a natural gas
line into the existing facility now, and then
bui l di ng t he new natural gas conbi ned-cycle facility
on site.

Both of those initiatives are contingent on
havi ng sone sort of a financing nmechanism a
| ong-termcontract, to nove forward.

SENATOR MAZI ARZ: Right, right.

RAYMOND LONG.  So, it -- absent that process
and absent a contract or a path forward, the plant
will stay in nothball, and then, hopefully, cone
back when prices equali ze.

SENATOR MAZI ARZ: Thank you.

The ot her question was about Huntl ey.

You know, the perception of Huntley is -- and
| grew up in north Tonawanda, right across the
river. You know, | renenber the Huntley plant when
| was a young ki d.

The perception is that Huntley is an old

pl ant; and, therefore, that it's not very
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environnmental ly efficient, and that NRG may be
| ooking for a pathway to cl ose Huntl ey.

And that is not the case at all, is it?

RAYMOND LONG.  No, Senator.

You know, we -- when we were going through
this process at Dunkirk, we were, at the sane tine,
naturally, |ooking at all of our plants, and how
econonmically viable they all are.

Clearly, both coal plants are financially
di stressed right now Huntley just alittle |less so
than Dunkirk at this time.

So, in our vision, it didn't nmake sense at
that time to file a nothball notice for Huntley
ei t her.

So, no, our intent is not --

SENATOR MAZI ARZ: Huntley, right now, neets
every environmental, every DEC, standard?

RAYMOND LONG  Yes, it does.

And to your point, Senator, and as |
mentioned in my testinmony, at both of those
facilities, within the |ast three years, we invested
200 million at Dunkirk, 200 mllion at Huntley, put
on all the back-end em ssion controls that were
required.

These are anong the cleanest plants in the --
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coal plants in the country right now.

| f natural gas prices hadn't di pped down,
coal plants would still be nore viable.

SENATOR MAZI ARZ: Thank you.

Senator Ritchie?

SENATOR RI TCHI E: Just a coupl e of questions.

| f those two projects aren't pursued, what
will that do to the grid if they're not pursued in
t hat area?

RAYMOND LONG I n other words, if -- at the
Dunkirk project that | nmentioned, if we don't pursue
it, it's hard to say what will ultimately happen.

As the Senator nentioned, our intent is not
to close either plant.

W could have filed retirenent notices to do
that, and we chose to file nothball notices instead,
believing that the markets will equali ze.

Assumi ng that the markets equalize at sone
point in the future, we'll reeval uate and,
potentially, bring those units back at that tinme.

SENATOR RITCH E: And you nentioned the
Gswego pl ant.

Coul d you tell me what chall enges you have
t here?

RAYMOND LONG. It's essentially the same
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thing. You know, it's what we're all dealing with
Looking at fixed costs of our facilities. Looking
at where capacity nmarkets are at -- whol esal e
capacity markets are at.

The difference between OGswego -- quite
frankly, the plain difference between OGswego and our
coal units, is it has nmuch |ower fixed costs at
those facilities. The econom cs are just conpletely
different there than they are at Huntley or Dunkirk.

SENATOR RI TCHI E:  Thank you.

RAYMOND LONG.  Thank you.

SENATOR MAZI ARZ:  Senat or ?

SENATOR O MARA: Maybe | m ssed it, but what
is the -- your projected expense for converting the
Dunkirk facility to natural gas?

RAYMOND LONG. Just the natural gas
conversion will be under $20 mllion.

| don't have an exact figure for you right
now, but we think 20 million is the absol ute high
end of what the conversion would cost.

SENATOR O MARA: (kay. And what do you think
the price of gas needs to be to nake that viable for
you?

RAYMOND LONG:  We think that, right now, the

benefits to converting to natural gas are in
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exi stence now.

Wth gas prices being as low as they are, it
woul d provide that -- those units that were
converted the opportunity to co-fire natural gas
with coal, giving it a distinct econom c advant age
over where it's at now.

So, we think the opportunity is there now,
Senat or .

SENATOR O MARA: Now, at your facilities, do
you have a PILOT in place for each facility for the
real -property tax paynents?

RAYMOND LONG. W do, yes.

SENATOR O MARA: And at Dunkirk, | think you
nmenti oned that you wouldn't be | ooking at any PILOT
reductions until 20147

RAYMOND LONG  Yes.

SENATCR O MARA: Now, what would cone into
play at that time that m ght affect your PILOT
paynment s?

RAYMOND LONG  The -- at -- our PILOT at
Dunkirk specifically stipulates that if the -- if
units close at the plant, that the PILOT would be --
the PILOT amount woul d be reduced on a percentage
basis commensurate with the closures of those units.

In 2000 -- 2014 taxable year is the next
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opportunity we have, under the paynent schedule, to
reduce the amount that we pay, based on the
not hbal ling of the two units that | nentioned.

SENATOR O MARA:  All right, and can you tel
us what that change m ght be?

What you're paying nowto the comunities,
and what you woul d be paying with the reduction in
20147

RAYMOND LONG | have the nunbers, Senator.
| didn't bring themw th me today.

|'d be happy to follow up with you, Senator,
and provide those to you.

| can tell you that it's -- the two units
that are under agreenment with the public -- with the
Publ i c Service Conm ssion now, are |ess than
50 percent of the output of the facility.

So if the -- the rough reductions would be
nore than 50 percent.

SENATOR O MARA: (Xkay.

RAYMOND LONG:  And | will get you those
nunbers.

SENATOR O MARA: And do you know as to where
your PILOT stands in relation to what a 100 percent
taxati on woul d be without that?

RAYMOND LONG | don't know.
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SENATOR O MARA: No?

RAYMOND LONG. | can get that for you as
wel | .

SENATOR O MARA:  All right.

Do you have simlar reduction periods for the
other facilities that m ght cone into play |ike the
Dunki rk scenari o?

RAYMOND LONG | don't believe -- | don't
believe that the Huntley PILOT has that sane
reduction stipulation in it.

| will check on that as well.

SENATOR O MARA: Thank you

Thank you.

SENATOR MAZI ARZ: Assenbl ywoman Corw n?

SENATOR RITCH E: | have just a quick
guesti on.

You didn't talk too nuch about RG3, or the
i npact that RG3A's had on your business.

Can you just talk a little bit about what
your experience has been, and how that's i npacted
your energy costs, and the problens that you're
havi ng?

RAYMOND LONG. To be honest with you, | have
not spent a lot of time on RGE.

| can tell you, | know that sone of the folks
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who are com ng behind ne are planni ng on speaki ng
specifically about RG3.

| can provide you with sonme follow up
i nformati on, where -- what our conpany's position on
it is. But --

SENATOR RITCHI E: Al right, that would be
fine. Thank you.

RAYMOND LONG. Thank you. | appreciate it.

SENATOR MAZI ARZ: Thank you very much,
M. Long.

We appreciate that, and we appreciate the
business that NRGis invested in New York

RAYMOND LONG.  Thank you.

SENATOR MAZI ARZ: Thank you.

RAYMOND LONG. Thank you all.

SENATOR MAZI ARZ: Qur next testinony is,
Jerry Goodenough, the plant nanager of the Somerset
pl ant .

JERRY GOODENOQUGH: Good afternoon, Senator.

SENATOR MAZI ARZ: Good afternoon, Jerry.

JERRY GOODENQUGH: Thank you very nuch, and |
sincerely appreciate the opportunity to talk to you
about ny busi nesses and about energy policy. |
think you're going to find that |I'm passi onate about

bot h.
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| have witten testinony, |'ve given you a
bio of nyself, some facts and informati on concerning
t he busi nesses.

| could echo a lot of the coments that ny
col | eague M. Long nmade ahead of ne, as far as
j obs and economics locally. | think this town knows
the inmpact of this plant |ocally.

| would like to spend ny tinme today talking,
and echoi ng sone of your opening coments, Senator.
They were spot on as far as what our businesses are
facing currently.

The decisions that you and your coll eagues
are going to have to nake down the road on energy
policy are going to be all about bal anci ng issues;

i ssues that are enotional to sone fol ks, very hot
topics. In fact, some folks would like to turn

t hese i ssues and unbal ance the equati on and make
everybody focus on just one particular topic.

We need to | ook at |ocal econom c issues,
state econom c issues. W need to bal ance the
envi ronnment, we need to balance reliability and
performance of the units.

| hope today the information that we all are
going to provide to you will help you with these

deci si ons.
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|"mgoing to tal k about four or five
different issues facing the businesses today, sone
current prograns and regul ations, sone initiatives
down the road, and then, a project that | would like
to talk to you about currently at Sonerset.

Each tine | talk about these issues, | want
to go back to this theme of: Do they bal ance
everything that we need to | ook at? Are they
bal anci ng econom cs, environnmental, the reliability
of the system properly?

First conversation | wuld like to have
revol ves around the plants that | run, and the
deci sions we've nade to bal ance those issues.

| " ve been | ucky enough to work at the
facilities for 24 years of ny career, in various
di fferent aspects of the job. W've had three
di fferent ownershi ps.

Throughout the history |I've been there,
owner shi p has been very concerned about the
st akehol der rel ati onshi ps we have with our
sharehol ders, with the local districts, with the
envi ronment .

Fortunately, ownership has invested tens of
mllions of dollars into these plants, well ahead of

any required regul ations.
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It's very interesting to nme, the dynam c and
t he passion behind the fol ks running these plants
for the environnent.

|"ve got a quick story.

Four weeks ago, | had a tour at Somerset, you
know, right next door here. And, we walked in with
the tour, into the control room and | could
i medi ately tell something was going on. | saw the
enotion on the folks' face running the plant.

When the tour left, | cane back, and | said,
"What's going on?"

We happened to be doing a rata that day.

It's a test. That, an outside firmcones in
to test the accuracy of the em ssions-nonitoring
equi pnent. They need to neasure the sane nunbers
that we're measuring.

W were failing that rata. That's not good.

And | said: Wat's going on? You know,
we're tight. You know, we have state-of-the-art
equi pnent. \Wat's happeni ng?

And they said: The test folks can't neasure
the nmercury in our stack. W have no nmercury going
up the stack, their instrunments don't go | ow enough

We've actually had to back off the controls

we're using in order to produce the mercury so that
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we can pass this test.

So, two interesting things there:

One is, to show -- we only put about
10 pounds, to 11 pounds, of nercury a year out of
this facility. It is one of the cleanest facilities
in the state.

But second of all, these guys, they only had
to do this for three hours. And they were
concerned, that for three hours, they were turning
down t he equi pnent.

That' s how passi onate they are about
bal anci ng the environnment and the decisions we nake.

We get that. W understand what it takes.

What we don't understand, is how there's
pl ants inside New York's borders that don't have to
foll ow those sane rul es.

There are plants running today that are |ess
econom c than the plants | run, that are way | ess
environnentally friendly, that are allowed to run
under exenptions from DEC and EPA. These are air
exenptions and water exenptions, and we just don't
under stand t hat.

Senat or Maziarz, | very much appreciate your
openi ng remarks bringing that subject up.

The next subject | want to talk to, about
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current regul ations.

And, Assenbl ywonman Corwin, |'mglad you asked
t hat question on RG3E .

| don't think we should be here today
di scussing the nmerits of CO2 regulation. That takes
scientists and a bunch of other folks, but | do want
to tal k about this program

There is some underlying outcones of this
programthat some fol ks may not reali ze.

So, the RGA adder, just for the plants
run, for the year 2011, we represented 13 percent of
their revenue brought into New York. Just two
facilities. Sonerset alone is 10 percent.

So, it is a big burden to these busi nesses.
What happens is, that that causes these plants to
run less. It's part of the dispatch costs.

Now, certainly, the driver right nowis
natural gas, and the low prices we're seeing.
However, the CO2 adder is also hurting these plants;
therefore, there's | ess energy produced i nside of
New York; therefore, inports are increased, inports
fromplants outside of New York that do not
participate in this particular program These
plants are | ess economc than the plants | run, and

they're less environnmentally friendly. So not only
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are they running, but they've increased in their
capacity. They do not have scrubbers, they do not
have SCRs, so, actually, em ssions are increasing
as a result of this program

So | again echo your comrents, this is not a
good program

| believe at a mninum if we go back and we
| ook at, "Are we bal ancing the equation correctly,
| ooki ng at the environnment, |ooking at econom cs,
| ooking at reliability, |ooking at what's best for
New York State?" this program does not do the
bal ance. W need to levelize that playing field.

And |'ve al so been an advocate, believe it or
not, maybe one of the few coal plants out there,
that this needs to be a federal program so that al
states are involved in this program

The next initiative | wuld like to discuss,
| don't think I need to spend a lot of tine on.
nmean, the board that you've put up, discussing
the -- or advocate -- or, not advocating for the
Central Hudson-Chanplain project, is enough said.

| al so echo your conments, that | don't
understand how this particular project could stil
be put forth in New York. It doesn't add jobs, we

can't connect to it. It's just -- it's not good
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busi ness for New York

And | appreciate the fact that you' ve al
been out in front, of educating folks on how this
isn't a good program for New York

The initiative put forth by the Governor, the

"energy highway," that nakes a | ot of sense.

You nentioned earlier that we don't have a
generation problemin New York. W have a
transm ssi on problem

That's perfect. That's what we have. W
need to fix that.

If we can get that fixed; if we can update,
and add to the aged transni ssion system not only
does that allow | ocal business in Western New York
to conpete at -- with environnmentally friendly
proj ects, |ower economcs, send electricity down to
New York, but it also opens up the avenue for the
unt apped renewabl es that are in Wstern New York

We can help with the renewabl e-portfolio
standard put through by the Governor. It -- it adds
jobs, it keeps the noney local. |It's a good piece
of legislation to get behind.

And | appreciate the efforts of all of you
getting behind that.

Taking a |l ook at the plants that | run, going
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back to the equation of balancing all the -- all the
issues in front of us, we realize, that no nmatter
how hard we work at reducing costs, at increasing
our performance, at getting better coal deals, at
getting better rail deals, that there's outside
forces acting on this business that we can't control
to keep things noving forward.

We echo the Governor's comments that he put
out in the sumer, indicating that there is indeed a
gap of time that is currently present in the energy
grid that renewables can't fill.

Hi s proposal was to fill that gap with
purely, just natural gas plants.

| get the nomentum behind natural gas. It's
| ow cost, it's plentiful.

| " mvery concerned about fuel diversity.

You know, if you sit down with your portfolio
manager, and you tell himyou' re going to invest in
just one particular stock or bond, or in just cash,
he's going to just shake his head.

And that's the sane investnents we need to
make in New York. W cannot invest in just one fue
source. W need to keep the diversity structure
that's been set up in New York, sonething that we've

all been proud of, alive and well.
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What the -- the proposal | have for the
project at Sonmerset, is a project that we' ve worked
hard, as a community, to pronote.

| want to digress real quick again, and just
nmenti on, Dan Engert and John Syracuse, and their
| eadership that they've provided | ocally.

This community has gone through sone very
difficult times. This conmunity has |earned the
hard way that they are part of this business.

There was sone tension a few years ago.

Dan and John fought their way through that
tension, and fully understand how t his business
i mpacts this coomunity. And, they' ve had to nake
sone hard decisions, but it's worked.

And now t hey have a group of folks in this
community that want to help this business. They
want to see it survive.

They' ve been working with the plant manager
at this particular site, Jack Wiite. They're on a
regi onal sustainable council.

W' ve been working with the | ocal union
| eader shi p.

And we've gotten behind a project that we
feel is a good mx for the Sonmerset plant: W'd

like to add a biomass facility to the plant.
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This particular region thrives on the
ener gy- production industry and the agricultural
industry, and this is an excellent bal ance for both
of them

Farmers are behind this project. W have
folks that will help us -- will have helped us to
devel op the econom ¢ nodel for the capital

W' ve done these projects before.

|"ve been involved with a plant on
Seneca Lake, Greenwich Station. W did bionass
there. It worked well. W fired up to 10 percent
of the nmegawatts with biomass product. W know how
to do this.

The funding for a project |like this would not
nearly be the size needed for a full natural gas
conver si on.

| understand, Senator, the topic of the
nmonment is to really | ook at natural gas conversion.
And |'ve spent a ot of tine doing that.

The economics aren't necessarily viable right
now to do that, but |I'm not opposed to a project
like that. | just think, right now, this biomass
project fits better. Plus, it protects the
di versity of coal, going forward.

| cannot foresee this grid having 60, 70,
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80 percent fired natural gas, whatever nunber we're
striving for, and then the gas staying at
two and a half dollars.

| think we'd be in a very big econom ¢ bind
if we got there, and we did not have fuel
diversification left.

We think we can get this funded through
progranms |ike the renewabl e energy credits that
NYSERDA of fers.

W did win an auction earlier on in the
Greenwi ch project. W know how to conpete in that

W feel we can get some NYSERDA fundi ng.

And what |'d also like to pronote, is, | fee
i ke we should get sonme of the RGA funding back
into this district. W've spent over $35 million
just on the RGA tax, and | feel |ike we should get
some of that back in, for green jobs, for green
progranms, in this district.

| want to just finish ny cooments, and then
open up for questions.

The lack of a structured energy policy, going
forward, has not necessarily hel ped any of us invest
| ately.

You guys have a tough job in front of you to

try to put sonme clarity to that.
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| woul d advocate that you continue to | ook
and bal ance all the issues that were faced: |oca
econom c, state econom cs, the environment, the
reliability of the grid.

|"m sure you al so have to bal ance all the
political issues associated with that.

| struggle with that a little nyself, but I'm
starting to learn that that's al so an inportant
factor.

And, if you have comnments, questions, if you
need to reach out for any know edge base, you know,
|"mthere to help.

This community understands what they need to
do to help out.

And, we're all advocates for this.

SENATOR MAZI ARZ: Al right, thank you very
much, Jerry.

JERRY GOODENOQUGH:  Yes, sir.

SENATOR MAZI ARZ: W appreci ate you being
here today.

VWhat are the current enploynent |evels at
Somer set right now?

JERRY GOODENQUGH: Sonerset is just under
100 folks. Around 97. That's a conbination of |BEW

and sal ari ed peopl e.
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SENATOR MAZI ARZ:  Ckay.

And | asked this question of the previous --
t he previ ous speaker.

Sonmerset currently, | assume, neets or
exceeds every federal or state --

JERRY GOODENOUGH:  Yes.

SENATOR MAZI ARZ: -- DEC, EPA, standard?

JERRY GOODENOUGH:  Yes.

SENATOR MAZI ARZ: And has for sone tine.

What - -

JERRY GOODENOQUGH: Has for sone tine.

And, with one snmall tweaking of a piece of
equi pnent, we feel we can neet all future regs that
have been put out there.

SENATOR MAZI ARZ: \What's been the total
investnment by the -- | realize the current owners
only owned it for a very short period of tine, but,
by AES before that, let's say, in the last, five,
Si X years.

JERRY GOODENQUGH: Environnentally, in the
| ast, five, six years, it's been over $25 m | lion.

SENATOR MAZI ARZ: $25 mi | lion?

JERRY GOODENOUGH:  Yes.

And, renmenber, this plant was built with an

FG in the m d-' 80s.
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SENATOR MAZI ARZ: Right. And | trust that
all that work has been done by |ocal --

JERRY GOODENOUGH:  Yes.

SENATOR MAZI ARZ: -- |ocal --

JERRY GOODENOQUGH: Yep, |ocal workers, |oca
vendor s.

This plant, when it was runni ng and out age
time was a premum so, you'd tried to work the
out age around the cl ock, seven days a week, would
enploy up to 600 to 700 contractors.

Now, enpl oying that nmany contractors, sone of
themweren't |ocal, but, we exhausted the | ocal
bench before we would go out.

SENATOR MAZI ARZ: Ri ght.

| just asked that question, because | knew
the answer, but | just wanted to make sure that
everybody here fromthroughout the state know of
what a great -- what a great citizen you' ve been,
and your conpany has been, and continues to be, here
in Niagara County.

And | know, it was very inportant that you
nmenti oned Supervi sor Engert and, al so,

County Legi sl ator John Syracuse.
You are absolutely right. They did an

outstanding job fighting for the survival of this
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pl ant .

JERRY GOODENOUGH: Yeah. And just to echo, |
kind of left out, but we have been working very hard
wi th union | eadership as well.

SENATOR MAZ| ARZ:  Yes.

JERRY GOODENQUGH: It's interesting to see
everybody cone together for a conmon cause.

SENATOR MAZI ARZ: And they are going to be
testifying later on in the hearing, the union. The
| BEW Local 966 are going to be testifying |later on
in the hearing.

JERRY GOODENOUGH:  Excel | ent.

SENATOR MAZI ARZ: And | thought your rather
judi cious use of the word "tension" was very good.

[ Laught er. ]

SENATOR MAZI ARZ: W th that, 1'll turn it
over to Senator Ritchie.

SENATOR RITCH E: I n your particular
situation, you nmentioned that we need to | evel the
pl ayi ng field.

Can you el aborate on what you see
New York State needs to do to | evel the playing
field?

JERRY GOODENOQUGH: | woul d concentrate on

continued | ook at fuel diversity.
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| would concentrate on all plants within
New York follow ng the same environnenta
regul ations. That's air em ssions, NOx control,
316(b) water regs. There should be no exenption for
any pl ants.

| would continue to focus on projects that
enhance the plants, as far as, you know, keeping the
| ocal jobs, and, becom ng nore environnentally
friendly.

SENATOR RITCHI E: And just one |ast question:
Do you know what the econom c inpact would be on --
the biomass facility would have on the agricul tural
busi ness here in this part of the state?

JERRY GOODENQUGH: | can't give you nunbers,
but we have tal ked to | ocal farnmers who sell crops
for aliving, and they' re very excited about the
proj ect .

We have worked with, same job, different
owner .

We've worked with Morrisville. W' ve worked
with SUNY Buffalo. W' ve worked with Cornell.

These guys are -- they're freaks, for a better nane.
These guys love building the switch grass. They
want to build it, it's like switch grass on

steroids. They want to build it with nore BTUs.
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They're trying to get three, they're trying to get
four, cuttings a year.

It's very exciting for these guys.

And the farners are | ooking forward to trying
to work together with us.

SENATOR RI TCHI E:  Thank you.

SENATOR MAZI ARZ:  Senat or O Mara?

SENATOR O MARA:  Yes, thank you

Thank you for your testinmony. And | just
want to |l et you know | very much appreciate your
comments on the need for fuel diversity in our
state, and in our country, for our security, and for
t he bal anci ng of the econom es as they -- the
vari ous costs adjust throughout that.

My district includes Ithaca, so, right next
to your Lansing plant that you've acquired.

Can you give ne a little bit of information
on where you stand in the Cayuga facility, as far as
what you're up against there?

JERRY GOODENQUGH:  Yeah, so, | had a little
smrk on ny face.

So, you understand fracking if you have
| t haca.

SENATCR O MARA:  And the Southern Tier, and

sort of half the Finger Lakes. | understand it very
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wel | .
[ Laught er. ]
JERRY GOODENOQUGH:  So, uhm --
SENATOR O MARA: Let's not go there today.
[ Laught er. ]
JERRY GOODENOUGH:  Yes.
[ Laught er. ]

JERRY GOODENOUGH:  Yes.

It's very interesting.

So, the sane issues that faced Somerset, as
far as getting fol ks to understand what your
business is all about, we faced in Ithaca. The sane
type tension and push back, initially.

The conmmunity of Ithaca now is very
supportive of this business. They are behind it.

There are two folks that sit on regional
councils there, and one of themis constantly
calling ne, e-nmailing me: Hey, have you tried this
i dea? Are you |l ooked at biomass there? Have you
tried...?

We've | ooked at al gae. W' ve | ooked at
Envi r o- Cubes.

You know, they're very supportive of, Wat
can we do to enhance the profile of that particular

pl ant ?
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SENATOR O MARA: Do you burn hydrilla?

That's an issue in |Ithaca too.

JERRY GOODENOUGH: Uhm - -

SENATOR O MARA: It's a very heavy supply
source, | think, if you can get it to convert.

JERRY GOODENOQUGH: W haven't | ooked at
hydrilla. However, if you're famliar with the
area, you know they have a problemw th the dregs in
the lake. And we've actually |ooked at trying to
put themon our particular landfill.

One thing that we haven't tal ked about is --
is looking for wells on our property.

SENATCR O MARA: Now, what is the fuel source
currently at Lansing?

JERRY GOODENQUGH: It's 100 percent coal

SENATOR O MARA: And --

JERRY GOODENQUGH: And, again, the sane cl ean
technol ogies at this particular plant. They have an
FCGD, they have an FCR, and they have | ow NOx
bur ners.

SENATOR O MARA: (Xkay.

You acqui red both of these plants from AES.

Did you acquire the facility in Dresden?

JERRY GOODENOUGH: No, sir.

Qut of -- AES, Eastern Energy was nmade up of
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six facilities, the old NYSEG facilities.

Wen we filed for bankruptcy, al
six facilities filed.

Com ng out of bankruptcy, Somerset and Cayuga
were acquired by the bondhol ders, and that's the
current business structure that | run.

SENATOR O MARA: Thank you

JERRY GOODENQUGH: Thank you

SENATOR MAZI ARZ: Assenbl ywoman Corw n?

ASSEMBLYWOVAN CORW N: Thank you very rmuch.

Actual ly, nmost of the questions were already
asked and answered, and, thank you very much.

| just want to nake a comrent.

| was in the Sonerset plant recently, and I
can tell you, it's an incredible facility.

Extrenmely conpetent people at the helm trenmendous
ef ficiency, cleanliness, security.

It really was a very inpressive operation.

JERRY GOODENQUGH: Thank you

ASSEMBLYWOVAN CORWN: | think you're doing a
great job there, and especially given the econonic
consi derations that we've been di scussi ng.

CGetting back to RGA. | can't |eave the RGG
i ssue.

You say that the Sonerset plant al one had
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$35 mllion in additional --

JERRY GOODENQUGH: That was Sonerset and
Cayuga conbi ned, the facilities | run

ASSEMBLYWOVMAN CORW N:  Okay, and that's
associated wwth RGA, and our participation in the
RGE program

Let's say, hypothetically, we're not in the
RGE program

How woul d that inpact your operations, and
what would -- what would that do to the way you do
busi ness?

JERRY GOODENOQUGH: Qur -- okay, there's --
there's two points | want to rmake on this.

How woul d this affect our operations? We.

Wul d becone nore economi c.

RGE is thrown right into our dispatch costs,
so it's an adder, so it keeps us out of the market
at tines. So, we would have run nore.

Second, that $35 mllion would have been
poured back into the plant, and the |ocal comunity.

W too had to renegotiate our PILOT.

Fol ks here locally know a | ot about our
financials. W shared a |ot.

$35 mllion, or, in particular, Sonerset's

portion, is nore like $25 mllion. Wuld have nade
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the plant nore valuable. Probably would have
i ncreased our PILOT paynents.

ASSEMBLYWOMAN CORW N  Great. Thank you very
much.

JERRY GOODENQUGH: Thank you

SENATOR MAZI ARZ: Thank you very nuch, Jerry.

We appreciate your testinony here today.

Thank you.

JERRY GOODENQUGH: Thanks for your tine.

SENATOR MAZI ARZ: Qur next witness is
Dan Engert, the supervisor of the town of Sonerset.

And, again, Dan we just wanted to express our
appreciation for you allowing us to use these
facilities here today.

DANIEL M ENCERT: W're glad that you're
here.

Unlike Jerry, I"mgoing to stick to ny
witten testinony script, in the interest of tineg,
so | don't get off track

This is a passionate subject for nme, and for
our community, and so I'll stick with ny witten
testinmony, if you don't m nd.

SENATOR MAZI ARZ: Thank you.

DANI EL M ENCERT: You know ne wel | enough

Senat or.
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SENATOR MAZ| ARZ:  Yes.

DANIEL M ENCERT: You'd like to be out by
four, | presune.

[ Laught er. ]

DANIEL M ENCERT: M nane is Daniel Engert,
and |I've lived in Upstate New York and
Ni agara County for all nmy Iife. For the vast
majority, I've lived right here in Somerset.

' ma husband, and father of four children,
all of whomare enrolled and/ or have graduated from
t he Barker Central School District. | nyself ama
graduate of the Barker Central School District, and
of the Niagara County Comunity Col | ege.

|"ma public servant, enployed as the
adm nistrative captain at the Sheriff's Ofice, and
|"ve served as Town Council man for the previous
four years, and amcurrently serving in ny first
termas the elected town supervisor for the town of
Soner set .

|"ve |l ed negotiations on behalf of the town
for two Paynment in Lieu of Tax Agreenents, or,
"PILOTS," adopted by the Niagara County Industri al
Devel opnent Agency with the Somerset coal -fired
plant within the past three years.

| guess that's a long way of putting that |'m




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

65

a layman, but, | represent a | ot of people and a | ot
of interests here.

|"mespecially grateful that you have
convened this hearing within your district and in
the town of Sonerset.

And on behal f of the town, | welconme you and
your esteened col | eagues.

| would |ike to begin by thanking you,
Senat or Maziarz, for inviting me to participate in
this hearing of the New York State Senate Committee
on Energy and Tel ecommuni cations, as you and your
col | eagues explore the | ong-term base-| oad energy
generation and transm ssion needs of the state of
New Yor k.

You wi Il hear froma nunmber of stakehol ders
t hroughout this hearing, and beyond.

|"mgoing to speak to you today in an attenpt
to highlight for you, the local inpact that the
coal -fired Sonmerset facility and others in
West ern New York have upon our |ocal econony, upon
j obs, upon econom c devel opnent, and upon our
ability to deliver basic and essential services to
the residents of our comunity.

Most inportantly, it is crucial, and

critical, that our public policynmakers recognize and
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consider what it would mean to our communities if
this facility and others in Wstern New York were to
cl ose.

It is ny earnest hope and desire that
New York State will recognize the significant and
important role that coal can and should play in our
econony.

Speaking initially froma broader
West ern New York perspective, there are four
coal -fired power-generation facilities |ocated here
in N agara, Erie, Tonpkins, and Chautauqua Counti es,
respectively.

These power plants in Wstern New York
represent mjor enploynent and tax anchors for our
comunities, with a conmbi ned econom ¢ inpact of nore
than $500 mllion per year in taxes, as well as
direct and indirect enploynent.

Allow ne to get into sonme of the specific
i npact issues as they relate to Sonerset.

The Sonerset Operating Conpany is owned by
Upstate New York Power Producers (USNYPP), and was
previ ously operated by AES.

The facility is |located on Lake Ontario in
the town of Sonmerset. It is a 680-nmegawatt

coal -fired power plant with state-of-the-art
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envi ronnent al - control technol ogy.

This facility has been a highly reliable
cl ean and safe source of power for New York for many
years. It is a key stakeholder in the | ocal
comunity, providing jobs, |arge tax paynents,
commerce traffic, and rail traffic denmand.

Let ne spend a nonment discussing the
comunity's econom ¢ benefit fromthis plant.

The 97 enpl oyees, including 80 union
enpl oyees of the | BEW Local 966, represent a payrol
of $15 mllion.

The facility will contribute nore than
$52 mllion in PILOT paynents through 2015 to the
taxing jurisdictions. They represent 80 percent of
the Town tax base, 70 percent of the Barker school
tax base, and 5 percent of the entire N agara County
t ax base.

Let nme get into the inpact on our school

district in a bit nore detail.

The school will experience a decrease of
$7.5 million in revenue over the next two years.
The district will be heavily reliant on increased

State aid and two additi onal sources, each of which
are vulnerable to the econom c conditi ons and our

residents' ability to assunme the nmgjority of the
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shortfall.

The first is district revenues. Reserve

accounts -- pardon ne.

The first will be district reserves.
Reserves accounts will be conpletely and quickly
depl et ed.

The second is the increase in school taxes.

Bei ng anong the poorest comunities in
Ni agara County and Western New York, this district
and the residents here sinply do not have the
financial capacity to withstand substantive
i ncreases in taxes.

The extensive withdrawal s of reserve
accounts, coupled with increases in school taxes to
of fset the decreased revenue, are short-term
responses to a |long-term probl em

These areas will only go so far before
significant inpacts will be realized el sewhere.

The sustainability of the Sonerset Power
Plant is, therefore, directly tied to the district's
ability to, not only maintain its status as one of
t he hi ghest-performng districts in
Western New York, but also to fulfill its basic
m ssion: to successfully prepare Barker students for

success in both college and career.
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Furthernore, on to the econom c benefits to
t he conmmunity:

The facility contributes to nore than
$6 mllion in estimated annual indirect and i nduced

| ocal job creation;

It generates an estimated $4 mllion in
sal es-tax revenue annually, and will generate an
additional $70 million in economc activity over the

next three years.

In total, the community benefit from
continued operation at this facility al one exceeds
$148 m i on.

| cannot underscore these inpacts enough.

As you are well aware, the industrial and
manuf act uring sector in Western New York has
declined significantly over the past 20 years, and
consequently, the demand for power consunption has
left right along with these declining sectors.

W have seen countl ess jobs di sappear to
ot her states, once proud and boom ng manufacturing
facilities are closed and shuttered up, and our
popul ati on has declined consistently over this
period as well.

Currently, there is a need for energy in the

sout hern part of the state beyond the capabilities
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of their | ocal generation; and, yet, there are

| ow-cost and reliable plants in the western part of
the state that are either idle or not running at
full capacity.

The Governor has proposed an "energy hi ghway"
pl an that has the potential to upgrade the aged
transm ssion systemrunning west to east in the
st at e.

And, we certainly support our Governor, and
encourage the Senate | eadership to do whatever is
necessary to make this investnent a reality.

Upgradi ng the aged transni ssion system can
tie generation facilities within New York to al
markets within the state, keeping energy generation
homegr own.

Anot her benefit of inproving our transm ssion
infrastructure is the ability to fully tap into a
renewabl e expanse potential of w nd, solar, and
bi omass that currently exists in Upstate New York

| can agree with the need to continue to push
for projects that produce energy for New York in the
form of renewabl es. However, it is wdely accepted
that there is a gap that needs to be filled until
renewabl es can support the grid of New York State.

Qur Western New York power plants have
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i nvested hundreds of mllions of dollars into the
state-of-the-art em ssion-control equipnment in
recent years. This investnment was done as a
commtment to doing business in New York. They are
al ready conpliant with the stringent new EPA

em ssion rules that will have hundreds of power

pl ants cl osing across the country by 2015.

The Sonerset Operating Conpany, particularly,
is recogni zed as one of the cleanest facilities in
the entire United States.

These plants can create energy by conbusting
cl ean coal at environnentally conpliant,
state-of-the art facilities, and they should be used
to help fill this gap while maintaining fuel
di versity which New York needs to provide its
resi dents and busi nesses with dependabl e and
af f or dabl e energy.

| have been closely working with Jack Wite
of Upstate New York Power Producers and the
Ni agara County Center for Econom c Devel opnent, to
devel op a plan that includes adding jobs and | ocal
revenue to the econony, while striving to continue
to provide environnmental benefits fromfiring coal
at the Sonmerset facility.

| am pl eased to report to you that plans are
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currently underway to co-fire biomass here.

| hosted a neeting, in conjunction with the
Center for Econom c Devel opnent, earlier this year
in Sonerset, between agricultural stakehol ders, and
it was extrenely well-received.

We have been working through the
Western New York Regional Sustainability Plan Energy
Worki ng Group, as well as the Agriculture Wrking
Goup, to further pronote this initiative

Agriculture and electric generation are two
primary industries in the |ocal area.

A bi omass project provides some certainty in
the near future for both of these critical |ocal
busi ness sectors.

The project provides a steady reliable incone
stream for |l ocal agriculture in the grow ng,
harvesting, and delivery of fuel feedstock to the
power plant, while the plant reduces CO2 em ssions
and reduces its consunption of coal.

I ncentivizing credits for reduced em ssions
projects will greatly benefit the Sonerset facility.
Any renewabl e energy-production project
currently in the planning phase rely on subsidies to
make the econom cs work, and this project would fal

in the sane |ine.
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Most energy crop producers want to guarantee
their production, and this project wuld need sone
incentives to nmake it worth the effort fromthe
| ocal producers.

| also believe that we nmust recogni ze that
reducing CO2 em ssions is a significant objective
t owar ds cl eaner energy.

I n January of 2011, President Gobama travel ed
to New York, Schenectady specifically, the
birt hpl ace of General Electric, to deliver a speech
focusi ng on growi ng our economy and creating jobs
t hrough cl ean-energy devel opnent.

The President announced his appoi nt nent of
CGE CEO Jeffrey Inmmelt as the chairman of the
Council on Jobs and Conpetitiveness.

Along with several other conpanies, CE is
wor ki ng on devel opi ng cl ean-coal technol ogy projects
that can rmake Anerica nore conpetitive in a gl oba
mar ket .

And | also believe that the |ong-term
viability of the Sonerset facility requires nore
i nvestment into clean-energy devel opnent.

Support for and incentivizing technol ogy
research, devel opnment, and depl oynent is critical,

and offers opportunities for technol ogi cal advances,
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econonm ¢ growth, while reducing costs, and it should
not be abandoned at the State | evel.

Expectati ons of new markets are a key factor
in triggering additional private investnent and
t echnol ogi cal i nnovati on.

Di scussi ons have recently ensued in Al bany
regardi ng the conversion of the Sonerset facility to
nat ural gas.

Wiile I'"'mnot so sure that this is the best
|l ong-termsolution for the facility, | also
recogni ze that business decisions can be changed
based upon political realities.

And | i ke Senator Maziarz, | ama strong
believer in the inportance of fuel diversity, and |
al so share his belief that coal should be part of
our energy m X.

However, if it is a State policy decision to
encour age conversion to natural gas, as it appears
to be the case, then we need real incentives to nmake
it happen.

Senat or Maziarz has outlined a plan that
makes good sense, because its commtnent to a fairer
capacity market will allow coal plants to continue
to operate in the short term and the significant

incentives it includes for repowering to natural gas
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will make this a viable option for the future.

As Supervisor of the town of Sonerset, | am
here to tell you that it is vitally inmportant to our
comunity, our econorny, and the tax base that
generation continues at the Somerset facility.

| amopen to any formor mx of generation
that m ght be proposed, as long as that plan is
realistic, and provides the proper incentives to
ensure the long-termviability of this facility.

That being said, it is inportant to note that
cl ean-coal -burning facilities add diversity to the
current fuel m xture for New York State.

According to current reports fromthe
U.S. Energy Information Adm nistration, coal
provi des just 7 percent of New York's power, while
New York has the fourth highest electricity costs in
the entire nation. The average retail price for
electricity is 15.94 cents per kilowatt hour.

The parallel to me is striking.

The affordability of coal in relation to
ot her sources of energy provides businesses with a
reliable supply of electricity that can put our
econony back on track.

In fact, four of the five states in the

nation with the lowest retail electricity costs rely
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upon coal to generate 80 percent or nore of their
electricity.

Frankly, | have been di scouraged at the
apparent singling out and direct opposition to coal
inthis state, generally.

G ven the dependency on coal in our country,
coal -fired power generation will remain substantial.
It is estimated that it will remain accountable for
as nmuch as 39 percent of the power generation in the
U S. by 2035.

Citing even our own "New York State Energy
Pl an 2009" docunent, coal is recognized as a
pl entiful domestic resource, and clearly
acknow edges that it offers fuel diversity to the
st at e.

Cal cul ati ons based on the current rate of
use, it's estimated that the United States has a
242-year supply of known recoverabl e reserves of
coal. The U S. has nore reserves of recoverable
coal within its borders than any ot her country.

Fi ndi ng ways to use coal nore efficiently
pronotes greater donmestic energy security, which is
a critical conmponent to the stability of our
econony.

New York State cannot afford to devel op and
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i mpl enent further policies that directly inpact
coal -fired generation facilities in such devastating
manners.

And please allow ne to briefly discuss one of
t he singling-out neasures to which | amreferring.

The participation of New York State in the
Regi onal Greenhouse Gas Initiative programwas done
so, not through a law, but rather, through an
end- around neasure designed to avoid an open debate
on the nmerits of that program before the peopl e of
this state.

The RGE program has been portrayed as a
program t hat hel ps the environnent.

The revenues fromthis programare derived
| argely on the backs of ratepayers through speci al
taxes on fossil-fuel -burning power generators.

When these revenues are not used to bal ance
t he budget, they have hel ped with renewabl e-energy
projects and energy-efficiency projects. However,
t he added costs to the ratepayers, and
particularly -- "particularly"” -- the ratepayer and
t axpayers in the conmmunities that are honme to these
specially taxed generators are enornous.

$329 million has already been taken out of

t he econony in New York due to the required purchase
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of permts.

Thi s burden has al so negatively inpacted
pl ant - capacity factors for New York plants.

As a result, the State has inported
electricity from adjacent states that do not
participate in RGA. This inported electricity is
generated fromfacilities that have | ess stringent
environmental limtations than the facilities here
i n New York.

Last year, NYPA signed a power-purchase
agreenent with plants, including coal-fired plants
in New Jersey, to deliver power to New York City.
Meanwhi | e, power generators in New York, and
particularly in Western New York, are either closing
or struggling mghtily to survive, along with the
comunities in which they reside.

Mnimally, the Sonmerset facility has
contributed to, it's estinmated, 10 percent of the
total revenue in the RGE program

And it would seemreasonable to nme that sone
of this revenue be distributed back to the facility
to incentivize renewabl e-energy prograns, such as
co-firing with bionmass at the plant.

And | amvery glad to see that

Senat or Mazi arz has included just such an option in
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his plan for our generation future.

| briefly discussed the inportation of energy
and its negative inpact on Western New York

And al ong those very sanme |lines, | am aware
t hat the Chanpl ai n- Hudson Project, a 1, 000- negawatt
DC line from Québec to New York City, is being
proposed as part of the Energy Initiative -- H ghway
Initiative.

Simlarly, this ill-fated initiative seeks to
t ake advantage of the transm ssion congestion that
precl udes Western New York power producers from
getting their product downstate.

I f i nplenented by bypassi ng Western New York
generators, it would, quite sinply, draw fromthe
resources, the jobs, the conmmunities |located in
Canada, and nost directly benefit them at the
expense of New Yorkers.

This solution is not good for New Yorkers.

If inplenented, it would result in the
cl osure of viable plants, the loss of jobs, and huge
econoni c i npacts on our comunities.

And |'ve tal ked about those briefly in the
first paragraph.

These are out-of-state and out-of-country

sol utions, and they anount to running




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

80

"extension cords" into New York, further underm ning
our ability to control our destiny in the energy
sector.

| appl aud Senator Maziarz for his efforts
thus far to stave off this very poorly conceived
initiative that directly hurts Western New Yorkers.

| would |ike to provide one final coment for
your consideration, and | believe it's entirely
relevant to this discussion, as it relates to a huge
potenti al energy custoner.

It is extrenely disheartening to nme, in that
it appears New York State's Enpire State
Devel opnent, privately, and even publicly, at
various levels, has pulled the plug, if you will, on
one of the nost viable opportunities for economc
devel opnment in Niagara County, and particularly
Soner set .

| amtold by econom c devel opment experts in
our region who I work with, that ESD has elim nated
any real marketing effort to attract data centers
anywhere in the state.

As you may recall, it was only a short tine
ago when nunerous giants in the industry, such as
Yahoo!, M crosoft, Google, and Verizon, were

circling our region, and nostly Ni agara County, in
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consideration to invest here and to build | arge data
centers.

Yahoo! did ultimately invest in the town of
Lockport and built a state-of-the-art data center
t here.

Simlar to Quincy, Washington, on the west
coast, the communities of Somerset, Ni agara County
even, the broader Western New York area generally,
was poi sed to becone the east coast's data center
hub, if you will.

Verizon sel ected Sonerset, and by all
accounts, the project would have been the single
| ar gest econom c-devel opnment investnent in the
hi story of N agara County.

Sadly, certain public-policy interests
created a hugely negative public perception of the
i ncentives, and suddenly, the politically correct
position becanme to elimnate pursuing these
hi gh- energy consuner investnents due to the limted
j obs creat ed.

| ask you: Wat sense is nade to shun
i nvest ment and the associ ated revenue on the
prem se, that while it produces good-paying jobs, it
just doesn't produce enough of themto nmake sense in

a "job-per-incentive cal culation"?
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The "incentive" calculation, or, in other
words, "taxes lost," is often msleading, as it
makes the critical assunption that the anount of tax
exenptions not covered by the PILOls woul d be
received by the governnent, in full, were it not for
| DA tax breaks.

This is not necessarily the case.

The tax revenue would only be realized if the
proj ect would nove forward on the sane tinetable, at
the sane scale, and in the sane | ocation w thout the
i ncentives provided.

The alternative to this position, of course,
is zero investnent, zero jobs, and zero revenue to
t he governnent.

Frankly, in my opinion, the nassive push to
elimnate IDAs and to |latch onto any and al
argunments to that end is nore to blane for this
policy decision than any conmunity-specific
anal ysi s.

This community, | can tell you, for one, wll
gl adly take whatever revenue results fromthe
i ncentives, and any nunber of good jobs that are
created at this point. W'Ill take the half a | oaf
over no | oaf any day.

Ironically, this position is especially
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destructive to the present situation, as the power
pl ants desperately need hi gh-energy consunmers who
create certainty in terns of their sale of
electricity.

A |l arge volunme of energy users will
especially be needed to support the incentives that
are being considered for conversion and ot her
renewabl e i nvest nents.

A data center in Sonerset would ease pressure
i mredi ately and provide stability for our future.

If at all possible, any attention to require
the re-thinking of this apparent policy decision at
Enpire State Devel opnent will go a |long way for the
interests of Somerset, Ni agara County, and
West ern New Yor k.

| appreciate the opportunity to discuss these
i ssues wWth you today, and to be able to present ny
perspective on the inportant issues you've raised.

Thank you again for this opportunity, and I
woul d be happy to answer any questions that you may
have at this tine.

SENATOR MAZI ARZ: Thank you very much,
Supervi sor Engert. W appreciate your coments.

Just, very briefly, can you outline for us

what the total taxes that are paid?
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| know you and County Legi sl at or
John Syracuse did a yeonan's effort in negotiating a
PI LOT agreenent with the plant and the school
district and the Town and the County.

Coul d you just outline the specific dollar
anounts that the Sonerset plant does pay to the
County, the Town, and the school district?

DANI EL M ENCERT: Over the next three years,
ending in 2015, there will be total PILOT paynents
of $52 million.

SENATOR MAZI ARZ: $52 mllion.

The bul k of that would go to the school
district, | would presune?

DANIEL M ENCERT: | believe the breakdown
is, 59 percent or so to the school, 34 percent to
the County, and 8 or 9 percent to the Town.

M math is --

SENATOR MAZI ARZ:  Yeabh.

DANIEL M ENCERT: But it's in that range.

SENATOR MAZI ARZ: Yeah. | believe for the
County, |'ve heard the County Chair -- or,
| egi sl ative Chairman Ross indicate that if the
County did not increase its budget at all -- that --
and if the Sonmerset plant were to close, that

everyone's tax -- everyone -- every county
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property-owner's tax bill would go up by, anywhere
between 7 and 10 percent, w thout the budget
increasing at all for the rate of inflation, or
anyt hi ng el se.

DANIEL M ENCERT: That is the -- that was
t he nunbers that John was working through during
negoti ati ons.

| can tell you that the power plant has been
the |l argest single taxpayer in Ni agara County for
many years. Its inpact, you know, is felt
t hroughout the county.

And Chai rman Ross has spent a great deal of
effort in the past three years articulating that
t hroughout the conmunity.

It's not just a local issue in our area, it's
a countyw de issue.

Certainly, you know, the local inpacts on
Somer set and Bar ker School District taxpayers is
significant, but it goes broader than that.

SENATOR MAZI ARZ: Thank you.

Senator Ritchie?

SENATOR RITCH E: What's the population in
t he annual budget of the town?

DANI EL M ENCERT: Population in Sonerset is

approxi mately 2,800, and the annual appropriations
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budget is about 1.3.

SENATCR RITCH E: And do nost of the
enpl oyees at the facility, do they live in the town?

DANIEL M ENCERT: [|'m not aware of the
nunbers.

There are significant nunber of enployees
that work at the facility. Wether it's ngjority,
|"mnot sure it's that high, but there is a
significant nunber of famlies who -- enployees and
their famlies live in the town of Sonerset, yes.

SENATOR RITCHI E:  And what ki nd of hardship
woul d be on the town if the plant stopped running?

DANTEL M ENCERT: | -- 1 -- | don't know if
| can quantify that.

W -- it would -- we rely on the facility for
about 60 percent of our tax paynents.

And if | were to elimnate 60 percent of the
revenue frommy Town tax -- fromny Town budget, we
can't deliver services.

So | -- you know, to say what services are
going to start to be cut, | couldn't -- | nean, it
woul d touch every single service, every single
resident, in this conmunity.

SENATOR RI TCHI E:  Thank you.

SENATOR MAZI ARZ:  Senat or O Mara?
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SENATOR O MARA:  No.

Thank you.

SENATOR MAZI ARZ: Assenbl ywoman Corw n?

ASSEMBLYWOVAN CORW N: Not hing for ne.

Thank you.

SENATOR MAZI ARZ: Thank you very much,
Supervisor. W appreciate it.

DANI EL M ENCERT: Thank you

SENATOR MAZI ARZ: Qur next witness is
Gavi n Donohue. Gavin, fromthe |Independent Power
Producers of New York

We're going to switch up here because of a
time constraint.

Don Jessone fromthe TD Chanpl ai n- Hudson has
atime restraint, and we will -- Gavin has
graciously agreed to |l et you take his tinmne.

DONALD JESSOMVE: Appreciate that, Gavin.
Thank you.

SENATOR MAZI ARZ: Thank you very much,

M. Jessone, for being here today.

We appreciate -- we wanted very much -- the
Comm ttee nmenbers and nyself, want very nuch to hear
all sides of every issue when it comes to energy
policy, both short- and | ong-term

And we appreciate you comng -- traveling
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here to tal k about the Chanpl ai n- Hudson Power
Express.

Thank you.

DONALD JESSOVE: | appreciate bei ng here.

|"d like to begin by thanking the New York
State Senate Energy and Tel ecommuni cati ons
Commttee, its menbers, staff, for giving ne the
opportunity to tal k about the Chanpl ai n- Hudson Power
Express project, and the benefits it will bring to
New York State.

Transm ssi on Devel opers, or, "TD," the
conpany | |ead as president and chi ef executive
of ficer, appreciates the inportance of the work done
by the Conmttee, and we are willing and eager to
assist in providing the information it needs to
performits functions.

In a few nmonents |'Il go into greater detail
of many of the project's benefits, but before | do,
|'"d like the Conmttee to know that a great deal of
i nformati on about the project can be found online at
the project's website, and al so at the Departnent of
Energy's, which the federal Departnment of Energy's
Envi ronnental | npact Statenent website.

Bot h of these are part of our ongoing

comuni cations with the community.
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In addition, TDI has made a subm ssion
regarding the project as part of the Governor's
Energy Highway Initiative. A link to this
submi ssion is also available on the project's
website.

Furthernore, the record devel oped by the
Public Service Conmm ssion, or, the "PSC," with
respect to this project, which bears the PSC case
nunber, 10-T-0139, is extensive, and every docunent
filed over the last two-plus years in this case is
avai l able online with the PSC as wel | .

The PSC process has been ongoi ng since
March of 2010.

Qur first neetings with public officials
regarding the project began in the fall of 2008, and
we continue to neet with officials at federal
state, and |l ocal l|levels on a regular basis.

We are conmmitted to public outreach and
participation, and to that end, nore than 20 public
heari ngs have been held in areas enconpassing the
entire route of the project.

We anticipate there will nore hearings
upcom ng when the Departnment of Energy rel eases the
draft environnmental inpact statenent, or, "EIS"

this fall, and we wel cone t hem
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Qur conpany is based in Al bany and
New York City, and its majority sharehol der is the
Bl ackst one Group, which is based in New York City as
wel | .

The project will bring 1,000 negawatts of
cl ean hydro and wi nd power to New York using two,
approxi mately 5-inch-di ameter, high-voltage
direct-current cables which will be buried al ong
wat erways and al ong railroad and hi ghway
ri ghts-of -way.

A converter station will be built on |and
owned by the Consolidated Edi son Conpany in Queens
to interconnect with the Con Ed's
alternating-current system

The project is --

The project will provide substantial benefits
to New Yorkers in a nunber of areas, and | will go
t hrough those di fferent areas.

Lower energy prices for New York ratepayers:

According to studies performed by
London Economics, it is estimated that the project
will reduce energy prices for New York consuners by
approxi mately $650 mllion per year.

These studies are fully avail able, both, on

our website, and have been filled with the
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Public Service Conm ssion as part of our Article 7
siting process.

A cl eaner environnent:

Bri ngi ng new cl ean hydro and wi nd power into
the New York market will provide environnenta
benefits as well.

Current estimtes show, that when the project
is fully in service, it will reduce em ssions of
S02, NOx, CO2, and other pollutants. This nmeans
cleaner air and water for New York famlies.

In addition, as part of the Joint Proposal of
Settlement, which is part of the Article 7 siting

process that we filed in February of this year,

there will be a $117 mllion Environnental Trust
Fund that will be established as part of the
project. It will foster an enhanci ng understandi ng

and protection of the state's aquatic natural
resources over the 30-plus years of the project.

| nvest nent, econoni ¢ devel opnent, and
new taxes for the state of New York

The project will also benefit New York's
econony. In addition to bringing in 2.2 billion in
private-sector investnment to the state, the project
will create an average of 300 constructions jobs per

year, for 3 1/2 years.




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

92

It is estimated by London Economics that the
econonmi c activity that will be generated by the
construction phase will create an additi onal
1,200 indirect and induced jobs for New York State.

Wth nearly 50 percent of the total cost of
the project tied to installation during the

constructi on phase, the spending generated by the

CHPE project will increase New York's gross donestic

product by nearly $150 m|llion per year.

Once in service, the | ower energy prices that

wWill result fromthe CHPE project will create an
estimated 2,400 induced and indirect jobs across a
wi de spectrum of the econony.

And, again, all of the studies that I'm
citing here tody have been filed, both, with the

PSC, and are fully available on our website.

New York State ratepayers will benefit as
well. Based on current estinmates, the project wll
provi de approximately 20 m|llion per year in |ocal

property taxes to upland host communities. And
since the line will be buried, out of sight, and
virtually mai ntenance free, it will place,
virtually, no additional demands on the host
conmuni ti es.

W will also be paying tens of mllions of
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dollars to the State of New York for use of the
wat erways the project will traverse.

A stronger and nore diverse energy grid:

Along with the very tangible financial and
envi ronnmental benefits that it will bring, the
project will also strengthen New York's transm ssion
grid, reduce transm ssion congestion, and diversify
the fuel -supply mx in the state --

And |'ve hear on several occasions, or,
several of the speakers have brought this issue up
and we fully agree, that diversity of fuel supply is
i ncredi bly inportant.

--and it will do this w thout using any
public or ratepayer nopney.

The project is, and will remain, a privately
funded merchant project, as recognized and required
by federal and state agencies.

Thi s means New York can use its scarce
resources to invest in other needed upgrades to its
energy infrastructure, and not be investing in this
proj ect .

The project represents 1,000 nmegawatts in an
approxi mately 40, 000- negawatt system

The state of New York has approxi mately

40, 000 nmegawatts of generation.




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

94

This is 2 1/2 percent of the New York's
mar ket needs.

As the econony grows and gets stronger, the
power needs of the New York market will grow, and
many great projects will be needed to address this
demand by the tinme this project goes on line in
2017.

Al so, in the Governor's Energy H ghway
Initiative, it was identified that there are many
projects today. The generation fleet is getting
much older. So, there will be a |lot of new
generation requirenments over the nunbers of years in
front of us to neet all of the expected demand
increases in the state of New York

There's broad and deep support:

Support for the project is broad and deep and
conmmi tted.

Every state agency, and there were seven in
total, participating in the Public Service
Comm ssion's proceeding -- and this is through the
Article 7 process -- agreed that the project is in
the public interest and should go forward, as did
the Cities of New York and Yonkers, and the
Pal i sades Park Conm ssi on.

Twenty menbers of New York's congressiona
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del egati on support the project.

Envi ronnent al organi zati ons, such as
Sceni ¢ Hudson, the Riverkeeper, the League of
Conservation Voters, Trout Unlimted, and the
Coal ition Hel ping Organi ze a Kl eaner Environnent
support the project.

Groups such as the Long |Island Associ ation
and the New York State Energy Consuners Counci
support the project.

To date, three daily newspapers, the
"Watertown Daily Tines," the "Tines Herald Record"
in Mddl etown, and "Kingston Daily Freeman" have
editorialized in support of the project.

The Laborers' International Union of
North Anerica and the New York State Conference of
Oper ating Engi neers support the project.

Al'l of these groups, and others, are backing
the project because it nakes sense for consuners,
and it nmakes sense for New York State.

Before | close, | would like to nention that
trade with Canada is being recognized as an
i nportant strategy to help grow New York's economny.

On Septenber 17th of this year,

Governor Andrew Cuonp's North Country Regi onal

Econom ¢ Devel oprment Council issued a progress
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report that stated, one of the Council's key
strategies is, and | quote, "Optim ze fluidity at
the north country's U. S.-Canadi an border crossings.
The rel ative ease and predictability of cross-border
novenent of cars and commrercial traffic, as well as
trains, boats, and energy transm ssion, is essential
to a successful north country economc future."

And we certainly agree with this assessnent.

| thank you for the opportunity to tal k about
our project, and |I'm happy to respond to your
guesti ons.

SENATOR MAZI ARZ: Thank you.

Again, | want to thank you for being here,
and thank you for your testinony here today.

| have to respectfully say that | disagree
wi th much of what you've said.

And | just, for the record, want to point out
a couple of things, or maybe ask questions, and you
can point them out.

But, the econom c study that you pointed out,
by London Economics --

Now, |I'mnot famliar with London Economi cs.
| do not question their integrity or their ability,
or anyt hing.

-- but, I think it would be inportant for the
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record to point out, that your conpany actually
hired them and paid themfor this study.

They did it on your behalf, is that not
correct?

DONALD JESSOVE: They absolutely did. And it
was filed with the Public Service Conm ssion, and
scrutinized, as part of the Article 7 siting,
because, as part of the Article 7 siting, econom cs
the one of the key drivers in that siting process.

SENATOR MAZI ARZ: That you are absolutely
correct in that vein.

And I'd also like to ask, that -- | nean,
they did their study, but, ina filing with the
Public Service Comm ssion, on this project, the
New York Power Authority indicated that the cost of
CHPE projects are significantly underesti mated. The
costs are significantly underestimated, and that the
benefits of the project are significantly
over esti mat ed.

Which is the opposite, | presunme, of what
London Economi cs sai d.

And that's the New York Power Authority,
whi ch operates, you know, within the state of
New York, as a public agency within the state of

New Yor k.
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But then, privately, an investor-owned
utility, Con Edison, said that, their estinate, in a
filing wwth the PSC also, | believe, said that their
estimate of the cost of CHPE would be nore |ike
11 billion, which is five times what your
$2.2 billion estimate is.

DONALD JESSOVE: Sure. So let ne --

SENATCR MAZI ARZ: Can we reconcile all of
t hose differences?

DONALD JESSOVE: Sure, let nme sort of go to,
sort of each of those points.

First off, you know, the $2.2 billion
estimate for our project, is fromthe border to
Ast oria, Queens.

So, anything within Canada, any generation
that's going to be built wthin Canada, which
bel i eve the Con Edi son nunber incorporated, would
i ncrease the cost of the -- you know, from generator
to end point.

So our project, when we talk the
"2.2 billion,” is just within the state of New York.

The $11 billion, | can't speak to that
because it seens to ne that there was no, you know,
detailed information provided by Con Ed. It was a

nunber that they put into one of their statenents,
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but there was no backup details. So, | certainly
can't coment on the $11 billion figure.

Wth respect to the 2.2 billion, | can speak
to that all day I ong.

The $2.2 billion figure has been a nunber
that we've been refining for approximately
four years.

And, we recently went out for an engi neering
procurenent and construction RFP, to attract sone of
t he best construction conpanies in the world, to
bot h supply equi prent and to install the equipnent.

And the -- we just received bids back,
actually, two weeks ago, and all of the bids have
conpletely validated our estinmates and costs. They
were right on top of what our estinmates are.

And we continue to carry a significant
contingency wthin our budgets, because we know t hat
there are lots of things that could be, you know,
found as we're going along this 330 m | es.

So the -- one of the ways that we're trying

to reduce, and even make that cost | ower than the

2.2 billion, is, as of today -- sorry -- a week ago,
we have boats out on the water once again -- we did
in 2010 -- that are doing very detailed route

surveys: bathynetry, side-scan sonar, nagnetoneters,
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core sanpl es.

And this is going everywhere, from Astori a,
Queens, all the way up to Russells Point, and al
points in between, in the Hudson River, the
Harl em River, the East River, and Lake Chanpl ai n.

We're going to be doing detail ed studies
al ong, both the railroad rights-of-way and the
roadways that we're going to be traversing, we're
actually going to be taking core sanples in hundreds
and hundreds of |ocations.

W're working with all of these parties, to
reduce the estimated costs of this project to

actual ly, hopefully, be below the 2.2 billion.

SENATOR MAZI ARZ: Well, let's -- let's stay,
for a mnute, on the 2.2 billion.
| nmean, | understand you can say that the

2.2 billion will go fromthe New York border to
Astoria, Queens. New York-Canadi an border to
Ast oria, Queens.

But, the infrastructure, the production, the
generation, in -- somewhere in the province of
Québec. | nean, it could be -- it could be part of
the St. Janes Bay.

DONALD JESSOVE: Well --

SENATOR MAZI ARZ: | nean, sonebody --
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sonebody's going to have to pay for that, from
New York to wherever the generating station is.

DONALD JESSOVE: Ckay - -

SENATOR MAZI ARZ: And | can't -- | don't --
can't under -- | would find it incredul ous that
rat epayers of Hydro- Québec in Canada woul d pay that
for a New York benefit.

DONALD JESSOVE: So let nme tal k about the
Québec piece, and I'mcertainly not going speak for
Hydr o- Québec, but, here is ny understandi ng of the
situation in Hydro-Québec, and actually, here's why
we started this project:

I n 2005, the Departnent of Natural Resources
in Québec identified approximately 5,000 nmegawatts
of new hydro facilities that they directed
Hydr o- Québec to start | ooking at, to devel op.

Two of those projects are actually under
construction, and | believe one may have actually
just cone into service. |It's called "Eastmain,"
which is approximately a 1, 000-nmegawatt hydro
facility.

And the second project is called

"La Romaine," which is approximtely 1,600 negawatts
that's coming on |line, sonewhere between 2016 and

2018, they're actually going to stage it.
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So, they're actually building those
facilities, or have built those facilities, for the
export market, as we speak, so that those facilities
are, essentially, sunk costs.

On the Québec side of the border, they are
| ooking at building, it's approximately a 30-mle
transm ssion line, that would go froma substation
called "Hertel," which is part of the
Montreal 735 kV ring, to our transmssion facility
at the border. So, they would actually just
i nterconnect with us.

The estinmates of that are approxi mately
$400 mllion, and that's a conbination of a
converter station, and the approxinmately 30 mles of
cable that they would run to interconnect with us.

SENATOR MAZI ARZ:  Ckay.

The next point: | still think, you know, ny
poi nt, but sonmebody's got to pay for that. And I
think that they woul d expect the New York ratepayers
to do that.

But, you tal ked about the 1,000 negawatts
that this project is, as part of a 40, 000- mregawatt
state systemthat we have in New York

And | think your point is, that this is just

a very small piece of a very large system
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But, wouldn't it be either TDH or -- and,
certainly, Hydro-Québec's, long-termgoal to grow
t hat ?

| nmean, they grew it in Vernont, they grew it

in Maine, they grewit in other states in

New Engl and.
Ri ght now, in Vernont, | think they've grown
it to al nost be -- Hydro-Québec, not necessarily

TDI, has grown their nmarkets to al nost one-third, or
| think nmaybe nore than one-third, of the entire
Ver nont energy narket.

Now, | realize, you know, that conparing
Vernmont and New York is nmaybe appl es and oranges,
but 1 think that the nethodol ogy of, you know,
comng in low, and maybe even at a | ower price, and
then growing that market, is clearly a strategy of
Hydr o- Québec.

Don't you agree?

DONALD JESSOVE: Well, | mean, Hydro- Québec
has been a supplier into the New York market for
over 80 years. So, it started, you know, |ong
bef ore transm ssi on devel opers had any, you know,
projects on the books.

SENATCR MAZI ARZ: To a limted scale.

DONALD JESSOMVE:  Approxi mately
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2,000 negawatts today of hydro -- interconnection
bet ween Québec and New York today, and that commerce
flows in both directions.

SENATOR MAZI ARZ: Exactly. That's -- | don't
mean to interrupt you, but we should note that that
does flow in both directions.

DONALD JESSOVE: And it does, absolutely,
flows in both directions, and it's a benefit to both
countries; and to the province of Québec and to the
state of New York.

SENATOR MAZI ARZ: And Ontari o.

DONALD JESSOVE: And Ontario, and other
poi nts in between.

You know, with respect to transm ssion
siting, | think we can all agree that transm ssion
siting is not easy.

So, saying that Québec has this grand schene
of trying to, you know, push ten or twenty thousand
nmegawatts, or any nunber, a |large nunber, into any
one particular market is, it's extrenely difficult.

Transm ssion siting is extrenely difficult,
it's hard to do, and it certainly doesn't happen
over ni ght .

So that's why these | ong-term energy

infrastructure projects have to go through very
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careful review by, you know, the menbers of this
Comm ttee, by the Public Service Comm ssion, by the
Depart ment of Energy, by the Arny Corps of

Engi neers.

This is going to be a highly revi ewed
project, and it just doesn't happen overnight.

So, you know, 1,000 negawatts, again, in a
40, 000- regawatt systemis still a small nunber.

SENATOR MAZI ARZ: Ckay, | see that
Hydr o- Québec has al so submitted a proposal under the
Ener gy Hi ghway RO5.

Is that in conjunction with TDI, or is that
separate and apart from TD ?

DONALD JESSOVE: | believe they have two.

| know the -- the one I'mfamliar with is
the one that's associated with us.

And it's, essentially, they are looking to
utilize the transmission line to supply the New York
mar ket .

SENATOR MAZI ARZ: Last point: You stated
t hat the Chanpl ai n-Hudson line will not have -- will
not result in higher rates for consunmers in
Upstate New York; and, yet, the econonists -- the
top economsts at the PSC testified that it wll.

How do you --
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DONALD JESSOMVE: So let ne just -- again, |
don't want to talk for the Public Service
Comm ssion, but | will give you ny perspective on
t hat .

The actual -- Dr. Painter [ph.], during his
cross-exam nation and testinony that we had in July
of this year before the adm nistrative |aw judges,
was asked a very hypot hetical question.

He did not do any research on it.

There was no direct testinony. There was no
i nformation provided, other than, there was a
hypot heti cal question asked and answer ed.

The Public Service Conmission, inits reply
briefs, then clarified that position, that,
essentially, they do not believe that it is going to
have an i npact.

From our perspective, we have done the
anal ysis. The very detail ed anal ysi s.

And, you know, the analysis -- the | atest
anal ysis that we've filed with the Public Service
Comm ssion would actually say prices would slightly
go down in this area.

But it's -- you know, it's just like a pebble
in the pond. Because we're connecting way down in

Astoria, Queens, the largest inpact are absolutely
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going to be down in the New York City and, you know,
West chester part of the state.

SENATOR MAZI ARZ: Thank you.

| have many ot her questions and comments, but
we'll submt themto you, in the interest of tineg,
because | know you have to get goi ng.

"1l ask Senator Ritchie to -- if she has any
guestions?

SENATOR RITCH E: I n your testinony, you
tal ked about a nunber of jobs that this project
woul d actually create.

Coul d you be specific, what exactly you're
tal ki ng about there?

DONALD JESSOME:  Sure.

So there's two phases of job creation.

There's the construction phase, which is the,
you know, sort of the obvious.

We've got converter stations to build. These
are |large pieces of equipnent. W have cabl e that
has to be buried. W have people that need be on
boats. There's approximtely 140 mles of buried
cabl e along railroad rights-of-way.

So, significant amounts of work for
| aborers' wunion, IBEWand other locals. This wll

be a unionized job. W're working on project |abor
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agreenents.

That's the -- sort of the direct jobs during
t he construction phase. Approxinately 3 1/3 to
4 years is the construction period.

During that construction phase, there's
i nduced and indirect jobs. It's, just, you put a
dollar in the econony and it grows beyond the
dollar. And, so, that's approximtely 1,200 induced
and indirect jobs.

But probably the nore inportant piece, is
once this project goes into service, it's going to
| ower costs. And because it |lowers costs, that
makes i ndustry nore effective. And when industry is
nore effective, they can go out and use those scarce
resources on things other than paying their
electricity bills. They can use it to hire people.

And, the London Economi cs' analysis that has
been perforned, along with Regi onal Econom c
Modeling, Inc., which is a sister conpany that they
use to do these analysis, it's approximtely
2,400 indirect jobs across the w de segnment of the
econony.

Al'l of the studies |I'mtalking about here
have been filed with the Public Service Conmm ssion,

and are fully available both on their website and on
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our website.

SENATOR RITCH E: So you're saying that the
maj ority of those jobs would be New York jobs?

DONALD JESSOVE: Absolutely. Yes,
absol utely.

SENATOR RI TCHI E: How many do you foresee
com ng from Canada?

DONALD JESSOVE: Canadi an jobs in New York
State? Probably zero.

SENATOR RI TCHI E: Zero? Ckay.

The same as -- concerns that Senator Mziarz
had on the two topics, one of themfor nme had to
deal with the letter that NYPA submitted to the
Public Service Comm ssion, and it actually talks
about the overestimates and the underesti mates.

So | guess | would ask, with regards to the
cost-benefit analysis, your conpany filed paperwork
that utilized only one alternative.

Can you el aborate on why you only used one
alternative?

DONALD JESSOVE: Sorry, one alternative
for...?

SENATCR RITCH E: Well, as far as a
conbi ned-cycl e gas turbine facility, that's the only

alternative that was included in your presentation
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So --

DONALD JESSOVE: Ch, sure.

So, inthe Article 7 siting, the parties who
are part of the joint-proposal settlenment, and al so
the parties who are opposed, get to file information
with respect to the project.

W filed, "we" being, TDI filed our
information with respect to the econom cs of the
project and the environnmental benefits.

The Public Service Conm ssion decided that
t hey would do an analysis, to conpare a
conbi ned-cycl e -- best-in-class conbined-cycle
gas-fired plant with our project.

So it was actually the Public Service's
anal ysis who did the conparison

SENATOR RI TCHI E: Ckay. Thank you.

SENATOR MAZI ARZ:  Senat or O Mara?

SENATOR O MARA: Just a coupl e of questions.

One is, to start out with, since we're on the
guestion of cost: |If the cost estimates you have
are incorrect and it is higher costs to construct
it, what inpact is that upon the ratepayers?

DONALD JESSOVE: Zero to ratepayers.

So, let me just clarify that point, to be

very, very clear on this, because | think there has
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been sone m sinformation.

We have nade an extrenely strong conm t nent
to the Federal Regul atory Comm ssion, to the
Public Service Comm ssion, with respect to, that
this is a nerchant-transm ssion project.

“"Merchant" means we have to go find our own
custoners, we have to go find our own financing.
This is private-sector financing, and we have -- and
we are out, right now, |ooking for custoners.

Hydr o- Québec has put their hand up and said
that they would like, at least, for 75 percent of
the transm ssion space. So, they would actually be
paying for this project.

This project will not go forward if the
econoni cs do not make sense for the people who are
going to be shipping on this |ine.

What we have made a conmitnent to, to the
Public Service Comm ssion, is, we will not even go
forward with this project unless we have a 25-year
contract with a credit-worthy counterparty for at
| east 75 percent of the capacity on this line, to
further protect any anbiguity as to whether or not
this is a nerchant-transm ssion |line or not.

So any risks associated with the project

costs going up are fully beared by TDI, Bl ackstone,
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and the shi ppers.

SENATOR O MARA:  Won't the cost of that,

t hough, to Hydro- Québec go up, depending on what the
cost of your construction is, and building that into
their rate for what they charge for the electricity
bei ng delivered?

DONALD JESSOVE: Well, the way the narkets
work in New York State, is they bid their price into
t he marketplace, and, if it clears, it clears, and
if it doesn't, it doesn't.

Because they're -- once it's in service, this
is a sunk cost to them So what they would be doing
is, they would be bidding their power prices into
the market at their marginal cost of production,
which is, you know, in a hydro facility is
essentially zero.

So, for them that this cost risk is simlar
to any other cost risks that they have on maj or
infrastructure.

But once it's in service? Once it's in
service, their marginal cost of production is
essentially zero, and that's what they bid into the
mar ket .

And that's actually highly regul ated by the
New Yor k | ndependent System Qperator, as to bidding
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prices that cone into the marketplace for different
generation facilities.

SENATCR O MARA:  This line will termnate in
Ast oria, Queens.

What ot her connections along the line wll
t here be throughout New York State?

DONALD JESSOVE: There will be none.

This will be into Astoria, Queens.

However, there already is an interconnection
to this line through the Québec system

So, we had tal ked earlier about a bilateral
trade that goes back and forth across the
Québec- New York interface on a daily basis, every
hour of the day.

CGenerators in Upstate New York, and ot her
pl aces, actually can gain access to our transm ssion
facility through the existing AC transm ssion
system

SENATCR O MARA: And then have to transmt
it, up through Canada, back down around through the
Chanpl ai n- Hudson |i ne?

DONALD JESSOVE: Correct.

SENATOR O MARA:  And there's no inputs for --
ot her than that route al ong the Hudson River, for

our New York State power plants to supply power into
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that |ine?

DONALD JESSOVE: At this point in time, that
is correct.

SENATOR O MARA: Are there any projections or
pl ans to possibly do that?

DONALD JESSOVE: There certainly can be in
the future.

Converter stations along the way can be
built. That is a potential for a future.

SENATCR O MARA:  And | heard concerns about
the cost of a converter station to be -- put it on
the |ine.

Coul d you el aborate on what the cost for a
converter station would be?

DONALD JESSOME:  Sure.

A 1, 000- nregawatt converter station is
approxi mately $200 m | lion.

And, so, it's not one-for-one, so, you know,
a 500 nmegawatt is not 100. It's probably 120.

There are sone econom es of scale as you get
into | arger converter stations, but that's kind of a
good rul e of thunb.

SENATOR O MARA: Thank you

SENATOR MAZI ARZ: Thank you, Senator.

Assenbl ywoman Corw n?
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ASSEMBLYWOVAN CORW N: Thank you very rmuch.

Just a couple of quick questions regarding
energy security. W're talking about running power
fromone country into another.

Qobvi ously, Canada has been a very good friend
to us. W've had a great relationship for nmany
years, however, there's no guarantee that 50 years
down the line, or 75 years down the |line, that we
have a different relationship with them

This conpact that you' re negotiating with
Hydr o- Québec, what kind of guarantees are there,
that you're negotiating, that would ensure that we
don't have any problens, going forward, as far as,
the rel ati onship, cross-border issues, terrorism
i ssues, whatever?

Are you putting guarantees in this contract,
to make sure that nothing would get in the way of
t hat power getting down to New York City?

DONALD JESSOVE: Well, what we are
negotiating with Hydro-Québec is a
transm ssi on-servi ce agreenent. So, they woul d pay
us the right to use the transmssion facilities to
del i ver power.

| would say, to answer your question

directly, we are not negotiating an agreenent that
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essentially says, you know, the two countries are
going to be best friends forever.

What we're agreeing -- you know, what we're
negotiating is a very econom c contract that Québec
is highly incented to deliver the energy.

And all of our studies say that it's highly
utilized at, you know, 95 percent of tinme, just
because the economics are so strong for the parties.

So, you know, froma security perspective, |
think that we just have to | ook at the 80 years of
very secure supply from Québec, into New York, and,
you know, project that out, forward, because there
is such strong econonic basis for the rel ationship.

ASSEMBLYWOVAN CORWN:  And just -- | -- and
forgive ne for not knowing this: Hydro-Qébec, do
t hey provide power to Ontario and Toronto, the
sout hern Ontario regi on?

DONALD JESSOMVE: They certainly supply into
Ontario. They supply into Atlantic Canada. They
supply into New England. And | believe they may
supply into the PIJIM nmarket as well.

ASSEMBLYWOVMAN CORW N:  Ckay, because Toronto
and southern Ontario is a very, very fast-grow ng
regi on of Canada. Cbviously, Canada woul d benefit

fromrunning nore power into their fast-grow ng
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regi on as opposed to another country's region.

Are there any kind of guarantees that power
woul dn't get redirected, or becone prohibitively
expensive going to New York City, because power
woul d be going back to their faster-growing city,
Toront 0?

DONALD JESSOVE: Well, southern Ontari o,
there's no question that it's growing at a very, you

know, good cli p.

But there -- you know, the -- | think the --
what | -- keeps me, you know, going on forward on
this project, is New York City is still the nost

expensive market in Anerica.

And that's why this project is economc, is
because the fact that it is an expensive market; and
therefore, it needs new supply.

And, you know -- you know, there are,
certainly, other markets that they can | ook at, but
they're restricted just |like every other nmarket on
the transmission intertie capability. |It's very
difficult to build transm ssion.

You know, crossing a border is extrenely
tough. And, so, it's -- you know, it's just very
difficult to get, you know, all of that transm ssion

built so that, you know, all of the supply would go
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to just one narketpl ace.

ASSEMBLYWOVAN CORW N:  Ckay.

Al so, you were tal king about the | ower energy
costs to businesses in New York State.

"' massum ng you nean it would | ower the
overal |l energy cost because it could go into the
i ndependent system and, generally, reduce costs.

A business in Western New York, how would
their costs -- energy costs go down because of this
syst enf

DONALD JESSOVE: It's approximately
3 percent. 3, to 2, percent, dependi ng upon whet her
you're comrercial, industrial, or residential. And,
it's not a larger nunber. |It's just because of the
fixed costs of infrastructure is a |arge percentage
of the bills in that market.

ASSEMBLYWOVAN CORW N:  But, assum ng that the
New York City-area busi nesses woul d see a bi gger
decrease in costs, than --

DONALD JESSOVE: No, no --

ASSEMBLYWOMAN CORW N:  -- that's sonething
that's outside of that service area?

DONALD JESSOME: That's correct, yes.

And we actually have posted those all on our

website, and we've broken it down into
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New York City, Long Island, Wstchester, and --
just, those were the easiest ones for us to be able
to cal cul ate, because as you get north, it just
becones snmaller and smaller, and so it's |ess
significant.

ASSEMBLYWOVMAN CORW N:  And, al so, just one
| ast question: You tal ked about the econonic
advant age for doing this project right now

Are you including any kind of price floors or
ceilings, or anything like that, in your
negoti ations for the Hydro-Québec, so that if the
econonmi c situation were to change, and -- to prevent
it from becom ng econom cally infeasible?

| nean, are you -- it's attractive right now
30 years, 50 years down the line, New York City
could be a very different place, prices can be very
different.

Are you putting any kind of guarantees in
there to make sure that we don't get future
increases in costs down the |ine?

DONALD JESSOVE: We're actually -- the
guarantee to us, is that they will buy the space on
the |ine.

And, so, they're guaranteeing to us that they

will buy the space, and they will utilize -- you
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know, and then they will use it, to utilize, to take
their supply to market pl ace.

So, we have very strong guarantees to ensure
that they are going to pay us for that service.

ASSEMBLYWOVAN CORW N:  Ckay.

Al right, thank you very nuch.

DONALD JESSOVE: Thank you.

SENATOR MAZI ARZ: Thank you.

Just one nore question, and then an
observation I'd |ike to nake.

You stated that the TDI project would result
in reductions in certain types of em ssions, thereby
hel pi ng the environnent.

Can you tell me where those eni ssion
reductions are going to conme fronf

DONALD JESSOVE: W have the reports. | can
certainly supply those to you.

| just -- it's in the state of New York,
only, that I'mtal king about. That -- there
actually is environnental benefits beyond the state
of New York, but, when |I talk nunbers here today in
front of this Commttee, it's strictly state of
New Yor k.

We can supply those to you.

SENATOR MAZI ARZ:  Ckay.
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And just an observation | want to make.

You did nention sone | abor unions that were
in support of this project.

| should just say, and | ater on, because |
know you' || be | eaving, that sone |abor unions wll
be testifying here in opposition to this project
t 0o.

So | think it's just fair to, you know, state
that there was | abor unions that are in opposition
to this project too.

| do, M. Jessone, want to thank you

| can tell you that, on behalf of the
Senat ors and the Assenbl ywonman, in our |ives,
sonetimes it is very difficult to go to public
nmeeti ngs or public hearings where you know many of
t he people disagree with you. Those are never easy
to attend.

And we appreciate the fact that you took the
time to travel here, to conme up here.

DONALD JESSOVE: No, | appreciate being here,
and, you know, any tine.

SENATOR MAZI ARZ: Thank you.

DONALD JESSOVE: We're happy to --

SENATOR MAZI ARZ: All right. Thank you very

much.
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And thank you to Gavin Donohue for letting us
swi tch-up here.

DONALD JESSOVE: Thanks, Gavin.

SENATOR MAZI ARZ: Next is Gavin Donohue.

Gavin is the head of the Independent Power
Producers of New York

GAVIN J. DONOHUE: Thank you, Senator.

Senat ors, Assenbl ywonan, thank you for having
nme here today.

|"m here to discuss the issues regarding
econoni ¢ devel opnent and infrastructure investnent
in the energy industry in New York State.

As president of the Independent Power
Producers, also known as "I PPNY," we represent
generators, power marketers, and other participants
in New York's conpetitive energy markets.

| PPNY nenber conpanies utilize cutting-edge
t echnol ogi es and fuel types, such as cogenerati on,
nucl ear, hydro, coal, wind, oil, landfill gas,
nat ural gas, and energy-fromwaste, and bi omass.

This diversity of fuels protects consuners
fromdramatic price variations resulting from an
over dependence on one fuel type and increased
el ectric-systemreliability.

A reliable and robust energy industry is
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i mportant for both state and | ocal econom es.

| PPNY' s nenbers drive the state's economc
engi ne, and continue to build, inprove, and invest
in New York's energy-supply infrastructure.

As providers of approximately 75 percent of
the state's electricity, Independent Power Producers
have invested in excess of $10 billion to purchase,
construct, and operate their facilities.

Cenerators al so pay over 600 mllion, and
invest $50 mllion in their conmunities, as good
corporate partners.

In addition, these facilities provide
wel | - paying jobs to nore than 10, 000 i ndi vi dual s
across New York State. Many of these facilities are
| ocated in Western and Upstate New York, where they
are either the largest or anobngst the biggest
enpl oyers and taxpayers in their | ocal community.

Since these facilities are outstanding
corporate citizens, there are significant inpacts to
a comunity if a power plant makes the tough
decision to close because it is no |onger
financially viable.

While the conpetitive electricity markets in
the state have |l ed to savings for energy consumners,

enhanced econoni ¢ devel opnent, reduced en ssions,
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and a nore reliable system they also, naturally,
have |l ed to increased conpetition

In a difficult business and econom c cli mate,
i ncreased conpetition is good for consumers, but not
necessarily for each market participant.

On the plus side, since 2000, conpetitive
mar ket s have spurred the siting of nore than
9, 000 negawatts of new generation, with over
80 percent of that supply located in New York City,
on Long Island, and in the Hudson Vall ey, regions
where power demand is greatest.

A diversified generation fleet has been
devel oped, including over 6,000 negawatts of
renewabl e resource capacity in the state.

On the other hand, |lower natural gas prices
and increased coal prices have left nmany facilities
finding it interestingly [sic] difficult to conpete.

Conducti ng business in New York has | ong been
consi dered trenendously unattractive due to high
property taxes and regul atory uncertainty.

Wil e conpetition drives the energy industry,
t hese tough economic tinmes make it nore and nore
difficult for these conmpanies to continue to survive
in New York, and across the country.

From Western New York to Long Isl and,
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New York State generation resources face chall enges
i ke nbst businesses in today's econony.

In addition to a difficult business climate,
envi ronnental regul ati ons and policies place
additional constraints on these units.

Al t hough em ssi ons have al ready been reduced
significantly since 2000, in New York State, the
rate of power-plant em ssions of sulfur dioxide have
dropped nore than 86 percent, nitrogen oxi de has
declined by over 76 percent, and CO2 has been
reduced by 36 percent.

These em ssion reductions have been
acconpl i shed through corporate investnments w thout
rat epayer inpact, given that conpetitive energy
mar kets have resulted in the shift of the risk of
i nvest ment and operational decisions off of energy
consuners and onto conpany sharehol ders.

The cunul ative effect of the |layering of
envi ronnental requirenents inpacts cost, fue
di versity, and energy-systemreliability.

More than half of the installed generation
capacity in New York State is estinmated to be
i npacted by recently adopted or proposed state and
federal and regional regulations, and these units

face the decision to retrofit or retire.
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Several power facilities have retired
al ready, others are contenplating doing so, thereby
putting at substantial risk of hundreds of
wel | - payi ng essential jobs for New York's workforce,
and the contribution of mllions of dollars of
property taxes and ot her paynments nmade by New York
gener at ors.

Conmpetition clearly has its place in
New York, as it has acconplished so much. And one
of IPPNY's major goals is to continue to support the
conpetitive running of the conpetitive marketpl ace.

By design, the narkets are intended to
pronote investnent in the nost efficient and
econoni ¢ resources, because conpetition determ nes
what resources should remain in service.

Unfortunately, some |ess-efficient power
plants nmay retire in order to ensure the market
supports the better-performng ones.

That is not to say that we are insensitive to
the local inpacts of these potential facility
cl osures, but the solution nay be to help localities
directly instead of taking steps that interfere with
t he markets.

If a struggling plant is needed for

reliability, the New York | ndependent System
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Operat or has procedures in place to ensure the
systemreliability is maintained.

Al ong that vein, due to the negative effects
in the market, we should not support the entry of
projects that are uneconom c

One such project, and we heard about today,
has been the focus of a lot public attention, is the
Chanpl ai n- Hudson Power Express transm ssion |ine
proposed by TDI.

|"mtrying to run through this a little bit,
not to be redundant.

The transmi ssion |line, as you know, will run
fromthe U S. -Canadi an border into New York State,
under Lake Chanpl ain and the Hudson River, and will
i mport over 1,000 negawatts into the city.

And as we -- we strongly believe it makes no
sense, from an econom c, public policy, or energy
per specti ve.

The Iine is a 333-mle "extension cord"
runni ng from Québec into New York City, while
bypassi ng New York generators that have already made
maj or investnments in the state.

The Chanpl ai n- Hudson Power Express |ine woul d
undercut critical investnments in both in-state

generation and transm ssion, and potentially close
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power -generating facilities.

A major focus for New York State is inproving
the state's econony, and stabilizing, as well as
i ncreasi ng, the nunber and quality of jobs for its
citizens.

However, the job-creation benefits touted by
TDI substantially are overstated, and fail to
account for the offsetting job | osses at existing
power plants which may be forced out of the market
as a result of the operation of the TD Iine.

Senat or Maziarz, as you stated earlier today,
one of the nost conpelling reasons to oppose the TDI
line, is that the economics of the line sinply do
not work, and the econom c anal ysis that has been
conducted on the project is based upon data and
assunptions that contain najor flaws.

The line's costs greatly exceed any of its
benefits, and the revenues needed to support the
costs of the line currently are not avail abl e
t hrough New York's energy markets.

As such, the line is not viable financially
wi t hout subsi di zed Canadi an power and/or an
above- market contract with New York ratepayer-backed
entity.

These subsidies will definitely lead to




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

129

significant higher costs for the state's energy
CONSUNers.

The uneconom c nature of this project is
illustrated in an informational piece | PPNY created,
entitled "A Bad Deal for New York State,” which is
i ncluded with our testinony.

The map shows, that although a Canadi an
generator is chasing a higher price by selling
electricity into the New York Gty market, the cost
to deliver that power is nore than the price
di fference they woul d receive.

That woul d be |ike a restaurant delivering a
pizza to a far-away | ocation for a higher price, but
spending nore in gas to deliver the pizza than the
price they would get paid for it.

In the case of the Chanplain-Hudson line, it
si nply does not nmke econom c sense to use the |ine
when the benefit of accessing the higher-priced
market is |lower than the cost to use the line.

The proposed project also would not include
the transm ssion of renewabl e energy resources from
Upstate New York to other parts of the state.

Threat eni ng the devel opnent of such renewabl e
resources inpedes the State in neeting its RPS goal

of having 30 percent of the electricity consuned by
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New Yor kers come from renewabl e resources by 2015.

Large-scal e water inmpoundnments in Canada, the
nost |ikely source of the power to be transmtted
over the line, do not qualify for the New York RPS
program

TDI clains that the New York generators could
access the proposed transnission line by sinply
"wheel ing" or transmtting power up to Canada first,
then down to New York City, but this approach is
al so uneconom ¢ and not financially feasible.

Li ke the "Bad Deal " piece previously
di scussed, despite the attraction of higher
New York City energy prices, the cost to deliver the
power there from Upstate New York via Canada is just
too great and nore than the price difference to be
recei ved.

Addi tionally, the proposed Chanpl ai n- Hudson
project will not alleviate existing congestion in
the state's power grid or address the nobst pressing
in-state transm ssion issues. It only wll
ci rcunvent them by bringing in power from another
country.

The TDI project is strongly at odds with the
Governor's stated goals of his Energy H ghway

Initiative, to build public-private partnerships and
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i nvest in New York resources, workers, and
conmuni ti es.

The Energy Highway Initiative is seeking
investment in New York State resources to upgrade
the state's energy infrastructure in both
transm ssi on and generation. However, the TDI |ine
does not provide any benefit, and, in fact, serves a
threat to conpetitive energy markets, existing
resources in New York State, and the associated jobs
and numerous benefits provided by in-state power
gener at ors.

Al t hough the proposed project will pass
t hrough many of the state's conmunities, it wll
provi de no benefit to those localities in the form
of jobs or tax revenues.

Thi s ranmped-up inportation of power from
Canada i s not needed. Private investnent through
the state's conpetitive marketpl ace has ensured that
nore than sufficient quantities of power supplies
exist to neet the state's energy needs now and for
the foreseeable future.

Moving forward to address the needs of the
state, including Wstern New York, Senator Mziarz
chanpi oned the devel opnent of the law for the

Recharge New York Power Program and the re-enactnent
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of the Article 10 siting | aw, breaki ng numerous
years of gridlock on both issues.

Additionally, during the State budget,
Senat or Maziarz and his col | eagues conti nuously
guar ded agai nst taxes and fees on the energy
i ndustry and, inportantly, their inpact on energy
CONSUNers.

Bui | ding on those successes, Senator Maziarz
has introduced two bills that are vital to help
address the state's econony and future energy needs.

W need to capitalize on opportunities to
revitalize New York State's econony frominside out.

And | would like to thank Senator Maziarz for
once agai n denonstrating his commtnment to the best
interests of New Yorkers through this |egislation.

First, Senate Bill 7391 would limt the use
of em nent domain only to activities that achieve a
public use, benefit, or purposes that nmaximnm ze
benefits to New York

This legislation prevents outside entities
fromusing em nent donain to access our waterways,
| and rights-of-way and, ultimately, New York
rat epayers.

This legislation is consistent with existing

New York State |aw that already contains provisions
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that limt the ability of certain conpanies to use
em nent dormai n, and as such, does not set a new
precedent .

Additionally, the legislation does not limt
ot her future projects fromoccurring, including the
kind of projects the State should be encouraging for
econoni ¢ devel opnent and el ectric-systemreliability
reasons.

Senat or Maziarz's |egislation would ensure
that the power of em nent domain is available for
t he construction and devel opnent of transm ssion and
generation facilities and infrastructure in
New York State, rather than outside the country, as
in-state facilities nmaxim ze energy-system
reliability, enploynment, and econom c devel oprent.

As a result of the Senator's legislation, the
types of projects that would not be all owed to use
em nent -domai n powers are those that fail to provide
the job, tax, and comunity-stability benefits that
in-state resources do.

Anot her inportant proposal that
Senator Maziarz is advancing is Senate Bill 7789,
whi ch woul d hel p address the | ocal inpact of
pot enti al power-plant closures.

This bill would direct the New Yor k Power
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Authority to issue a Request for Proposals for the
sale of its 10 gas-turbine generating facilities
smal l er than 80 negawatts in size and |ocated in and
around New York City.

NYPA woul d report the range of bids to the
Governor, the Tenporary President of the Senate, and
t he Speaker of the Assenbly, subject to
confidentiality requirenents. NYPA then would
conmence actions, as its board of trustees
determ nes appropriate and necessary, to effectuate
the sale of those facilities.

This privatization of assets is not a new
i dea, as previously, in 2000, NYPA sold its nucl ear
facilities to a private-sector owner for
$967 m | lion.

Potential revenue from New York State from
the sale of these turbines could range from
$400 mllion to $750 billion [sic].

This | egislation would use the revenues from
the sale of NYPA facilities to provide assistance to
muni ci palities that have been inpacted by the | oss
of property-tax revenues due to the closing of ngjor
el ectric-generating facilities, such as those here
in Western New YorKk.

In addition, this legislation would
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facilitate the repowering and repl acenent of
exi sting energy systens to reduce overall em ssions
and environmental inpacts.

In addition, the sale of NYPA's facilities
woul d put tax-exenpt property back on the tax rolls
and generate nore property-tax revenue for
New York City.

By the State putting these generating
facilities up for sale, new businesses and revenues
will be attracted to the state.

The Senator's legislation, therefore, is a
win-win for both upstate and downst at e.

The sal e of NYPA's turbines nakes sense, as
private conpani es continue to operate generating
facilities reliably, efficiently, and econonically
nore than ever.

In addition, this action would shift any
future risks and costs associated with these
facilities fromthe public to the private sector.
These facilities are extrenely lowemtting, froman
envi ronnment al standpoint, and their ownership by
private entities further will ensure increased
ef ficienci es and econom ¢ operations.

Al so, a policy discussion to sell the

turbines is consistent with the recently adopted
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New York State energy plan

Thank you for the opportunity to provide sone
formal comments today, and |'m happy to answer any
guestions, Senator.

SENATOR MAZI ARZ: Thank you very nuch, Gavin.

And t hank you for the work that you do
year-round in Al bany on behalf of the state's
ener gy.

l"mgoing to ask Senator Ritchie to start off
wi th the questi oning.

SENATOR RITCH E: Gavin, you actually stated
that the job benefits by the conpany are overstated.

Can you el aborate a little bit on that?

And, al so, what you see as potential job
| osses if this line goes through?

GAVIN J. DONOHUE: From a job-1osses
standpoint, I'll start there, | think everybody in
this room knows, and certainly you as el ected
representatives, that we have so nmany facilities
across the state that are struggling just to stay in
t he busi ness.

And this line, by comng into New York, into
New York City, will exacerbate what | think is a bad
situation and put those jobs at risk.

| can't tell you today, if this line is
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constructed, how many jobs will be |ost, and how
many New Yorkers will be out of work, and what that
will do to the local community, but, clearly, it
wi |l make a bad situation worse.

To answer your first question second, the
line, for those that may not know, is conpletely
under water, down the | ength of Chanplain and the
Hudson Ri ver.

And as Don indicated, you know, there is no
way at this point for folks to access that |ine
because of just how it's physically constructed.

So, when you tal k about overstating the jobs,
| think the | abor unions later, that are going to
testify, may have nore specifics on job inpacts, but
it's, clearly, the line will not be accessible to
New Yorkers. So, I'mnot really sure how nany
New Yorkers are going to get jobs as a result of the
l'ine.

SENATOR RITCHI E: And just one nore foll ow up
guesti on:

I n your opinion, what is the nunber one thing
that New York State can do to facilitate the
transfer of electric generation fromupstate, in the
area that | represent, to New York City?

What woul d be the "nunber one" thing and the
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first thing we should do?

GAVIN J. DONCHUE: Well, when the
"“energy highway" was announced, Governor Cuono nade
a strong statenent about the age of the
infrastructure in the state.

Transm ssion lines are 80 years old. W have
generating units that are very ol d.

We need to figure out a way to make the
infrastructure in this state better. W need to put
nmoney into the infrastructure. So, we need to do
work on the transni ssion side, along with the
generation side.

Ri ght now, the Energy H ghway Initiative is
| ooking at a lot of different things that have been
proposed. But, certainly, we have upstate resources
that are unable to get their product to market. And
what ever needs to be done to inprove that, so they
can be conpetitive, needs to be done.

" mnot here today to endorse one specific
transm ssi on proposal over another in the state
because, quite frankly, that has inpact on
rat epayers within the state, and that analysis
hasn't been conducted yet.

But, certainly, inproving the transm ssion

system and the general investnents in New York's
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infrastructure, would be nost inportant.

SENATOR RITCHI E: So in your opinion, there
are a nunber of upstate facilities that could
generate additional capacity to send to
New York City, if, in fact, the transmi ssion line
was upgraded?

GAVIN J. DONOHUE: Correct.

SENATOR RI TCHI E:  Thank you.

GAVIN J. DONOHUE: Thanks, Senator.

SENATOR MAZI ARZ:  Senat or O Mara?

SENATCR O MARA: What nodel s or nechani sns do
you see to upgrading our transmission facilities in
New York, as you tal ked about, that would have the
| east inpact to ratepayers?

I n other words, how they would be financed
and paid for without doing it on the backs of the
rat epayers?

GAVIN J. DONOHUE: Well, | -- you know,
again, | think that analysis is ongoing with the
Governor's "energy highway," as we sit here today.

| was surprised at the | evel of projects that
were submitted.

| think what shoul d happen, is that the
mar ket should be allowed to work. That, if the

St at e deci des sonet hing needs to be built, the best




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

140

way to build it would be to have a

non-di scrim natory RFP, and that everything can
conpete at the fair level, so that we don't say:
Well, we like, you know, bionass over gas, so only
bi omass proposals would qualify.

Just using that as an exanpl e.

So the best thing do, would be to allow the
market to continue to work, but, if the State feels
there's a public-policy goal that needs to be net,
just to make sure that it's conpelling, make sure
that it's non-discrimnatory and that everybody can
conpete on the same level, would be the |east way to
i npact rat epayers.

SENATOR O MARA: How do you, on behal f of the
| ndependent Power Producers, assess our current
condition of fuel diversity in New York State?

GAVIN J. DONOHUE: That's one of the best
t hings we have going for us. W're very diverse,
froma fuel standpoint, and we have to continue that
fuel diversity.

| think Jerry indicated that this norning.

And we can't jeopardize our fuel diversity,
and it's inportant, because states that have
over-relied on one fuel or another, when the market

changes and gas prices go back up again, and they
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were over-reliance on natural gas, then, all of a
sudden, the ratepayers are going to be hit harder.

So, we need nucl ear, we need coal, we need
gas, we need hydro...we need it all. And, we need a
bal anced portfolio.

And we have that, we just need to continue to
build on it.

SENATOR O MARA: (One |l ast question, Gavin

In your conments you nentioned that this TDI
project is not financially viable wthout subsidized
Canadi an power.

Can you just explain to nme the Canadi an- power
subsi di zati on process, and what we're up agai nst as
far as fair conpetition between those generators and
our generators here in New York?

GAVIN J. DONOHUE: Well, you know,
fundanmental ly, we've been very involved in this
process for two years.

W' ve been on the other side of TDI. W' ve
supplied our own experts and our own testinony.

W' ve spent a | ot of noney on this.

So, | nmean, | have a different take than Don
does on the project, obviously, but, HQis a
government -owned utility that is going to conpete

agai nst New York generators. So, it's as sinple as
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t hat .

| think it's fair to say, that the thing that
you, as Senators and policymakers can do, and |
woul d encourage you to do this, is, you know, Don
was very clear, saying that TDI is a nerchant
proj ect .

And | think this process has made it nore
transparent and better, to ensure that this could be
a nmerchant project if it's approved.

What | think the Legislature could do, and
fol ks that are concerned about this, is make sure
that HQ as the shipper on the line, is held to that
hi ghest standard, so that, sonehow, the certificate
isn't transferred to HQ and then HQ gets into an
out - of -mar ket contract with NYPA, or sone other
entity, and sonehow a paynent go backs to TDI as a
way to fund the project.

| get what Don has said and what TDI has
said. They want to be nerchant, and | appreciate
t hat .

But nobody here has | ooked to: Wat are we
going to do to ensure that HQ doesn't come to get
subsidized as a result of this project?

So, | mean, we can tal k about |egislation and

we can tal k environnmental regul ations.
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As el ected representatives, | think that's
one thing that you could do, to assure that the PSC
holds HQ to the sane standards that they're going to
hol d TDI.

SENATOR O MARA: Thank you

SENATOR MAZI ARZ: Assenbl ywoman Corw n?

ASSEMBLYWOMAN CORW N:  Thank you.

Thank you, Gavi n.

Just to nake sure |'m understandi ng here,
previ ous comments have nmade the point that this
proj ect, the Chanpl ai n-Hudson project, would just be
anot her diverse energy source. You know,

1,000 negawatts as part of the 40,000 in the state,
kind of like, well, here's another conpetitor in the
mar ket pl ace.

And perhaps that's true in the short term

Whul d you characterize this whole situation
as accurate in the |long-ternf

| nmean, what |'m hearing fromyou, is that
they're going to cone into the marketplace, they'l|l
come in significantly | ower and, basically, w pe out
all the plants that are already existing, who are
having to work under tougher regul ati ons and hi gher
costs.

GAVIN J. DONCHUE: Yep.
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ASSEMBLYWOMAN CORWN:  So that, in the |ong
term would you say that allowing this line to cone
down t he Hudson woul d di mi nish conpetition in the
mar ket pl ace?

GAVIN J. DONOHUE: Yeah, | would like to get
to a point | think that Senator Maziarz said at the
begi nni ng of this hearing.

Currently, there's a project going on between
New Jersey and New York City, to go 8 mles, and
it's cost 800 to 900 million dollars to build.

| know we tal ked earlier about the finances.

The PSC econom st in that proceedi ng has said
that it will take 40 years for themto see any
econoni ¢ benefit by the New York Power Authority in
the result of that |ine.

So you're trying to conpete in New York, and
we're | ooking at projects where people are saying:
Well, it will take 40 years for themto see an
econom ¢ benefit as a result of the construction of
this project.

And that's what |'m hearing here today, is
that, you know, in the long term how do you conpete
and make financial decisions when your conpany is
strapped, when you have a project out there that

says, Well, you know, there will be an economc
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return in 40 or 50 years?

And that's on the record, and | encourage the
Legislature to go | ook at what the PSC econoni st
said about HTP in New York City, because the costs
are astronom cal, and today, there's no custoners
for that.

So the New York Power Authority is assum ng
all of the costs of that project, which is directly
i mpacting your ability, as Senators and
Assenbl ywoman, to bring benefits to your |oca
communi ti es.

ASSEMBLYWOVMAN CORW N:  So woul d you say, if
we were to allow this project to go through, that in
the long term there would be nore or |ess
conpetition in the marketpl ace?

To me, conpetition is what drives prices
down.

GAVIN J. DONCHUE: Yeah.

ASSEMBLYWOMAN CORW N My concern is, that if

we allow this in, and our other power plants get

wi ped out, well, there is no nore conpetition.

GAVIN J. DONOHUE: | would agree with your
theory. | mean, that would nake it | ess conpetitive
in New York.

ASSEMBLYWOMAN CORW N:  Okay, so then we're at
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ri sk, you know, 20 years, 30 years down the I|ine,
of, potentially, you' ve got fewer --

GAVIN J. DONOCHUE: And how do you nake
financial judgnments, if sonebody says: Wll, you
know, the financial payoff is in 40 or 50 years?

We don't know what the world is going | ook
like in two years.

ASSEMBLYWOVAN CORW N:  Ckay. | agree.

Thank you, Gavi n.

SENATOR MAZI ARZ: Thank you, Gavin. W
appreciate it.

GAVIN J. DONOHUE: Thank you.

SENATOR MAZI ARZ: Qur next witness is
Paul Haering from Central Hudson Gas & Electric.

PAUL E. HAERING Cood afternoon.

Wth me today is Ray Kinney. He's from NYSEG
(New York State Electric & Gas). He was al so a key
menber of the STARS Initiative, as well as the
New York Transco proposal that was submtted with
t he "energy hi ghway."

Chai rman Mazi arz and nmenbers of the
Senat e Energy and Tel ecommuni cations Committee, ny
name i s Paul Haering. |'m am enployed at
Central Hudson

| just want to be clear: There was a
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statenent that was made by one of the w tnesses
t oday about Central Hudson being aligned with the
TDl project.

We are not.

We are an investor-owned utility that serves
el ectric-and-gas customers in the Hudson Vall ey.

So, | amthe vice president of engineering
and system operations for Central Hudson.

| also acted as chair of the comm ttee that
was the STARS study; the New York State Transm ssion
Assessnent and Reliability Study.

This was a study that began in 2008, and was
conducted and funded by the state's transm ssion
owners, with technical support from New York's
| ndependent System Qperator, and, system nodeling
consul tant, ABB.

The state's transm ssion owners who
participated in the study included: Central Hudson,
Con Edi son, the Long I|Island Power Authority,
National Gid, the New York Power Authority, and
New York State Electric & Gas, Orange and Rockl and
and Rochester Gas and El ectri c.

This is the same group of conpanies acting
t oget her under the nane "New York Transco," and

utilizing the results of this study that provided a
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conprehensi ve proposal of projects as part of the
Governor's Energy H ghway Request for Information
process.

The STARS study thoroughly examn ned
New York's electric transm ssion system wth a
focus on identifying the systenis infrastructure
needs for approximately 20 years into the future,
i ncl udi ng addressi ng repl acenment of agi ng system
conmponents, maintaining systemreliability, and
provi di ng rational expansion to ease system
congesti on.

The STARS study is seen as augnenting the
exi sting 10-year planning process that is
adm ni stered by the New York | SO

The study took a close | ook at possible
transm ssion investnents, seeking to identify those
i nvestments that could provide custoner benefits
over the long term

The study al so considered the status of
exi sting assets. And utilizing a high-Ievel,
condi tion-based assessnent, found that nearly
4,700 of the 11,600 mles of high-voltage
transmssion lines in the state nmay require
repl acenent in the next 30 years.

The transm ssion owners support the
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conpetitive energy markets adm ni stered by the
New York | SO as the best way to provide reliable,
| ow-cost, and conpetitively priced supply to the
state's electric consuners.

Wth careful and coordi nated planning, and a
| ong-term approach to devel oping solutions to future
energy needs, the energy issues that New Yorkers
face can be turned into opportunities.

Sone of the benefits that New York Transco's
proposed projects provide, include:

First, increasing power-flow transfer
capability.

| ncreasi ng power-flow transfer capability
t hroughout the state, through the strategic
expansion of the system wll help to facilitate the
econonmi ¢ transfer of energy from upstate
generation-rich regions to the downstate | oad
centers.

Second, use of existing rights-of-way.

Exi sting transm ssion |line rights-of-way can
be used for the vast majority of the proposed
projects. This offers the | east-cost and qui ckest
solution for project devel opment, and mnimzes the
envi ronnment al i npact associated with siting and

constructi on.
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Third, inprove reliability.

| mprovi ng the robustness of the electric
transm ssion systemw th upgraded and new | i nes
improves the reliability of the entire electric
system and will help to naintain systemreliability
for generations to cone, especially as downstate
| oad i ncreases and renewabl e generati on resources
are added upst at e.

And, fourth, create jobs and econom c grow h.

Devel opi ng an i nproved "energy hi ghway" will
create jobs and facilitate econom ¢ grow h by
provi ding New York with the transn ssion
i nfrastructure needed to support tonmorrow s business
needs.

In addition to creating thousands of
construction jobs, it will generate or maintain
mllions of dollars of property-tax revenues that
will primarily benefit New York's upstate regions.

New York -- excuse ne.

The transm ssion owners believe that the
New York Transco proposal is a conprehensive
response to the issues identified for discussion
here today, as well as the goals of
Governor Andrew Cuono's Energy H ghway Initiative,

specifically:
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Mai nt ai ning fuel diversity and reliability in
t he energy markets;

Addr essi ng transm ssi on-system bottl enecks or
congestion points that are preventing power flow
fromflowing easily fromupstate to downstat e;

Consi deri ng excess el ectrical -generation
capability in Upstate New York

Addressing the inpacts of future
generation-facility retirenments;

And, protecting existing, and creating new
jobs, in the energy-generation and transm ssion
i ndustry.

The New York Transco proposal includes a
portfolio of 18 transm ssion projects categorized
into four distinct groupings:

| medi ately acti onabl e projects;

Acti onabl e projects;

Projects to address potential I|ndian Point or
downst at e generation retirenents;

And projects to enable w nd generation.

The "i mredi ately actionabl e" and "acti onabl e"
projects work together to provide a broad range of
benefits. These projects facilitate the fl ow of
power from existing generation sources in New York's

western and northern regions to the downstate
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regions of the Lower Hudson Valley, New York City,
and Long I sl and.

The net benefit to the state's consuners of
t hese inproved energy flows is estimted to be
$175 mllion annually.

This benefit is a direct result of enabling
| ower - cost econom ¢ generation to repl ace
hi gher - cost generation nore w dely throughout
New Yor k.

In addition, this increased transm ssion
capacity will facilitate fuel diversity by allow ng
nore renewabl e energy to be transnmitted downstate,
and enabl e cl ean-burning fossil fuels to play a
greater role in neeting the |long-term energy needs
of the state.

| mportantly, these projects provide increased
opportunities for existing generation resources to
access new markets, and, thus, aid in naintaining
t hese i nmportant resources and associ ated enpl oynent
in upstate comunities.

The "i mredi ately actionabl e" and "acti onabl e"
projects also provide tangible reliability benefits,
the result of a nore robust transm ssion system

These benefits include increased energency

transfer capability, inmproved resource adequacy, and
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a reduction in the amount of installed generation
capacity that would be required to maintain system
reliability.

The reduction in the level of future
generation needed to maintain systemreliability is
estimated to provide consunmers annual savings in the
range of 55 mllion to 218 nmillion per year.

The group of projects that address
reliability concerns stemm ng fromthe retirenent of
downst at e generation, when coupled with the
"i medi ately actionabl e"” and "actionabl e" projects,
i ncrease the transm ssion capacity into the
Lower Hudson Valley, New York City, and Long I sl and.

As such, the projects provide an estinated
transm ssion security benefit of al nost
2,000 nmegawatts, which will ensure the transm ssion
syst em oper at es adequately during emergency
conditions. They also can help to address
transm ssion security and resource adequacy needs
that would result if generation resources in these
regions were to shut down.

The final grouping of projects, projects to
enabl e wi nd generation, which was identified in the
New York SO s 2010 Wnd Study, enabled the ful

energy output of wind facilities in Jefferson County
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and Western New York

These projects, again, coupled with the
"“i medi ately actionabl e"” and "acti onabl e" projects,
provi de a twofold need.

First, the underlying 115-kV and 230-kV
transm ssion systens are reinforced or upgraded,
allowing for the constrained wind energy to be
delivered to the bul k system

Second, the transfer capability of the bulk
systemis increased to permt the energy to nore
freely flow to downstate markets.

The New York Transco proposal al so provides

substantial job creation benefits to the upstate

regi on.

The current estimated costs for the Transco
proposed projects is 2.9 billion in current-year
dol | ars.

Usi ng publicly available job and econom c
i npact factors, the level of investnment would
support an estimted 12,000 direct
full-time-equival ent jobs, and nearly 38,000 total
full-time-equival ent jobs, and stinulate an
estimated 7.2 billion of total econom c activity.
Much of the job and economc activity is

expected to directly benefit New York
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Beyond this activity, directly related to the
transm ssion construction, is the benefits rel ated
to the enabling additional renewabl e-energy
devel opnent in Upstate New York

Based on approximately 2,300 negawatts of
renewabl e projects, this could add an additi onal
8,000 direct full-time-equivalent jobs for
construction, 300 pernanent jobs, and nore than
4.6 billion in economc activity.

The Transco projects are also estimated to
increase local tax revenue, prinmarily in the upstate
and western regions of New York, by approximtely
60 to 90 mllion per year.

The New York Transco projects provide
consi derabl e environnental benefits as well. These
benefits are nmeasured in ternms of reduced generation
em ssions resulting fromthe ability to dispatch
cl eaner resources.

The projects' estimated annual reduction in
CO2 and NOx emi ssions is nore than 370,000 tons and
200, 000 tons, respectively.

Additionally, the projects represent
approximately 856 transm ssion-circuit mles, the
majority of which is within or adjacent to existing

ri ghts-of -way.
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| f constructed on new rights-of-way, these
projects would require approximtely 29 square m|les
of property. However, by |leveraging the existing
corridors, only 2.9 square mles is required, a
reducti on of 90 percent.

In summary, as has been detailed, the
proposed New York Transco projects provide a broad
range of benefits for the State and its energy
consuners. The proposal addresses all of the
objectives identified in the Energy H ghway Request
for Information, and provides a conprehensive and
achi evabl e plan for nodernizing the state's
transm ssion systemand elimnating bottl enecks.

Thank you for the opportunity to testify
before you today on the Transco proposal.

And, we're happy to address any questions.

SENATOR MAZI ARZ: Thank you very much,

M. Haering, for, first of all, comng from
downstate up here to testify.

Just, | think it's very stark, and you
poi nted out here, you estimated approxi mately
30,000 jobs that could be created with the
"“energy highway" and the Transco project, versus,
bel i eve, one of the previous testinony from

M. Jessone tal ked about, 2,400 jobs with the
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TD -- with the Chanpl ai n- Hudson proj ect.
| thought it was a stark contrast.

PAUL E. HAERING Yes, Senator, we relied on

a publicly available docunent. |It's a study that's
called the "Wre Study.” It was used in the RF
process, that takes the -- cal culates the econom c

benefits attributed to transm ssion projects, both
in direct and indirect jobs.
So that's the data point that we used, that

was al so part of the RFI process.

SENATOR MAZI ARZ: | nean, even if you were
of f by 50 percent, it would still be a stark
contrast.

And | hope you're not off by 50 percent, by
t he way.

PAUL E. HAERING W hope so as wel |

SENATOR MAZI ARZ: Senator Ritchie?

SENATOR RI TCHI E: No questi ons.

SENATOR MAZI ARZ:  Senat or O Mara?

SENATOR O MARA:  No.

Thank you very much

SENATOR MAZI ARZ: Assenbl ywoman Corw n?

ASSEMBLYWOMAN CORW N: No questi ons.

SENATOR MAZI ARZ: Thank you very much, Paul.

We appreciate it.
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Qur next testinony is going to be comng from
t he New York | ndependent System Operator, Tom Runsey
and Ri ck Gonzal ez.

Thank you, Tom and Rick, for being here

t oday.

THOVAS RUMSEY: Thank you, sir.

One of the joys of going late is trying to
sound unique in our testinony, so we'll give it a
shot .

[ Laught er. ]

THOVAS RUMSEY: Cood afternoon,
Chai rman Mazi arz and nmenbers of both the Senate and
the Assenbly Energy Committees.

My name is Tom Runsey, and | serve as the
vi ce president of external and regulatory affairs
for the New York |Independent System Qperator.

Wth nme today is Rick Gonzal es, senior vice
presi dent and chi ef operating officer of the NYI SO

He and his staff are responsible for the
New York State's grid reliability, market
operations, and system pl anni ng.

l"d like to start by thanking you for the
opportunity to participate in today's hearing.

At the NYI SO we take our responsibility to

serve as a source of objective infornmation on energy
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i ssues very seriously, and appreciate the | eadership
of this Commttee in raising awareness of the
i nportant energy issues facing our state.

The NYI SO is an i ndependent, non-profit
corporation responsible for perform ng several vital
functions for New York

Qur primary mssion is to reliably operate
New York's bul k electric systemin accordance with
all national, regional, and state reliability
requi renents.

We al so admi ni ster New York's conpetitive
whol esal e electricity market to satisfy electrica
demand, and provide open and fair conpetition.

I n addition, we conduct conprehensive
power - system pl anning to identify |ong-term needs,
and solicit market-based solutions to neet
forecasted requirenents. W then eval uate those
projects as they enter the power grid and the
whol esal e energy narket.

We al so serve as the technical resource for
the New York State Planning Board, having been naned
as a non-voting nenber under the 2009 | aw.

We have provided a witten testinony in
response to the issues identified in your invitation

letter.




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

160

My hope is, you'll find the | evel of detai
in that response to be of sufficient detail, and of
val ue.

For purposes of today's hearing, I'd like to
just cover the four key points we made --

SENATOR MAZI ARZ:  Sure.

THOVAS RUMSEY: -- and then have Rick and |
t ake any questions that you m ght.

SENATOR MAZI ARZ: Thank you.

THOMAS RUMSEY: So the first grid -- the four
key points we nade were:

First, grid reliability is essential and
remai ns a col |l aborative effort with New York
st akehol ders and policynakers. Wrking with state,
regional, and federal authorities, the primary focus
of the NYISOis to sustain and enhance the
reliability of New York's bulk electric system

In terns of supply and demand, the New York
outl ook for -- or, the outlook -- near-term outl ook
for New York is positive. Currently, there is
excess capacity across the state to nmeet our energy
demand.

Since the inception of New York's conpetitive
mar ket pl ace for electricity 12 years ago, the

significant investnment in generation assets, the
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devel opnent of new denmand response resources, and
expansion of interstate transm ssion have
contributed to a nore reliable system

However, after years of growth, demand for
electricity dramatically declined in 2008 and 2009

at a scale not seen since the G eat Depression.

This is due to a sl ow economc -- or, excuse
ne.

We have experienced nodest growth since that
time, but we are still at or bel ow pre-recession

levels. This is due to a slow econom c recovery in
the State's energy-efficiency prograns.

According to our |atest analysis,

New York State has sufficient reserves to neet
reliability requirenments and forecasted denand
t hrough 2020.

Qur second key point is, regulatory certainty
and cl ear coordinated public policy are fundanental
for continued private investnent.

For the energy industry, this starts at the
nati onal | evel

As an exanple: Uncertainty over the
extension of the protection tax credit for w nd
power has an entire industry on hol d.

Hi storically, when the production tax credit
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has expired, the nation has seen as nuch as a
90 percent decline in wind generation.

We do not necessarily endorse the production
tax credit, but | use that sinply as an exanpl e of
the inmpact that regulatory uncertainty can have on
an industry.

This year, they' re expecting 12 gigawatts of
installations. Next year, |ess than one, when the
PTC expires.

Regul at ory uncertainty al so makes devel opnent
of an investnent in new technol ogies nore difficult.

Fortunately, New York State has recently
taken inmportant steps toward providing nore
certainty.

The Power New York Act of 2011, sponsored by
yoursel f, Senator Maziarz, reestablished the State
Siting Board for major electric-generating
facilities.

By ending a nearly decade-|l ong absence of a
State power-plan siting law, this new act sends a
cl ear, consistent signal to potential devel opers.

Simlar, in 2009, the Legislature acted to
reestablish the New York Energy -- State Energy
Pl anning Board. Wth its conprehensive and

i ncl usi ve planni ng process, the devel opnent of the
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State energy plan offers an inportant venue for the
coordi nation and integration of economc,

envi ronnental , and energy considerations in the
devel opnent of State policy decisions.

However, it's critical that the State of
New York consider both the cumnul ative effects that
regul ations and policies can have, and the tine
necessary for the industry to respond.

Recogni zi ng those two key factors provides
the framework for sustaining systemreliability, as
well as limting short-termprice volatility for
rat epayers.

Qur third key point, is that electric-system
planning will play an increasingly inportant role
for grid reliability, econom c devel opnent, and the
integration of public-policy objectives.

El ectric-systemplanning to NYISOis a
conti nuous process of nonitoring, updating, and
eval uating future grid conditions, based on changi ng
weat her patterns, econom c forecasts, and
public-policy initiatives.

In conjunction with our stakehol ders, we
conduct a bi annual conprehensive systentpl anni ng
process for the bul k power system This produces --

this process identifies grid-reliability needs and




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

164

provi des econom ¢ data to devel opers, stakehol ders,
regul ators, and policynakers.

This was typically done with a sole focus on
maintaining grid reliability.

Recently, we added econonic transm ssion
pl anni ng to enhance system efficiency for
rat epayers.

This year, the Federal Energy Regul atory
Conmi ssion, in its Oder 1000, has established a new
process to coordi nate transm ssion planning to
i ntegrate public policy.

This order requires system planners to
eval uate energi ng transm ssi on needs based on
federal and state | aws and regul ati on.

It gives it -- again for exanple purposes
only, a state |law that would establish a renewabl e
portfolio standard could |l ead to transm ssion
projects noving forward based on supporting that
policy goal

Qur fourth, and final, point, is New York
shoul dn't sinply replace, but upgrade its aging
i nfrastructure.

Nearly 60 percent of New York's power-plant
capacity and nore than 80 percent of New York's

hi gh-vol tage transm ssion lines were built prior to
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1980.

Moder ni zi ng the New York power grid
represents a trenendous opportunity to retain fuel
diversity, help neet future reliability needs, and
grow our economy.

The reliability of the electric grid, the
quality -- and quality and dependability of power it
provides, is essential to New York's success in the
wor | dwi de conpetition for jobs.

You just heard a significant briefing on the
STARS projects, so I'lIl skip through all of that,
other than to confirmwe were the technical resource
for that. And we don't necessarily endorse specific
projects, but we did provide our technical input to
t hat anal ysi s.

Governor's -- Covernor Cuonp's call for a
$2 billion private-sector-funded "energy hi ghway"
sends a strong signal about New York's interest in
addressi ng our energy and infrastructure needs.

The data and anal ysi s devel oped by the
NYI SO s pl anni ng process and the STARS report are
hel ping to informthe inplenentation of the
Governor's initiative.

It is encouraging to note that the

Energy Hi ghway Initiative envisions devel opi ng the
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steps consistent with conpetitive whol esal e energy
mar ket s.

In closing, | would just like to reiterate
t he four key points:

Maintaining grid reliability is our primry
focus, and requires a collaborative effort involving
t he NYI SO, our stakehol ders, and public
pol i cymakers.

Second: Regulatory certainty and cl ear
coordi nated public policy are fundanmental for
continued investnment in the transm ssion of
el ectrical generation.

Third: Power-system planning will play an
increasingly inportant role for grid reliability,
econoni ¢ devel opnent, and, now, the integration of
publ i c-policy objectives.

And, finally: New York has an aging
infrastructure. Modernizing the grid represents a
t remendous opportunity to neet our future
reliability needs and grow t he econony.

Thank you, Chairman Maziarz, for this
opportunity, and we stand prepared to answer any

guesti ons.
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SENATOR MAZI ARZ: M. Gonzal ez, do you
have - -

RI CK GONZALEZ: No. |'mavailable to respond
to questions.

SENATOR MAZI ARZ:  Ckay.

RI CK GONZALEZ: And thank you for the
opportunity.

SENATOR MAZI ARZ: Well, first of all, we
t hank you very much

And, understanding that you are an
i ndependent organi zation. Sonetines independent
organi zations don't like to take stands on very
controversial issues, particularly when it invol ves,
you know, power generation. But, you know, | think
it's inmportant, since it's -- you know, if someone
pulls a switch and the lights don't go on, | think
the 1SOis going to get a lot of the blame for it.

So, it's inportant that the lights go on when
the switch is pulled.

So, you know, could you just, you know, give
us your opinion on Chanpl ai n- Hudson versus the
"energy hi ghway"?

You know what you think the inpact of each
woul d be, either positively or negatively, on a

long-termreliability for the grid in New York?
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THOVAS RUMSEY: Yeah, go ahead, Rick. You

can tackle that one.
[ Laught er. ]

RI CK GONZALEZ: Well, they're -- they are --
Senator, they are two entirely different projects.

One is -- one is updating and inproving the
state's transm ssion system to allow existing
suppliers to use the New York State transm ssion
system in a sense, levelizing the playing field,
and providing access to the statewide electricity
mar ket .

| know you're aware that there have been, in
t he past, transm ssion-congestion bottl enecks that
precl ude ot herwi se econom c resources fromreaching
the New York City, Long Island, and Hudson Vall ey
el ectricity markets.

In contrast, the TDI proposal is a
transm ssion line that inplies there are capacity
resources that -- or, energy resources fromthe
provi nce of Québec that would nmeet New York City
needs.

At the highest |evel, both of these projects
woul d be beneficial to reliability. And the I1SOis
indifferent to whether resources, such as

demand-r esponse generation or transm ssion, can be
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used to neet reliability requirenents.

That being said, it is inportant to
understand that there are certain protections in the
| SO rules, to ensure the conpetitiveness of the
mar ket ; and, specifically, for those resources that
connect to the New York City area.

So, the 1SO would be obligated to evaluate a
project, such as TDI, fromits cost -- fromits
actual -cost perspective, to see if it were
economc -- it were economc to supply one of the
products in the New York | SO market, which is
capacity.

So, the New York |SO woul d eval uat e t hat
project, to see if it was deened econom c fromthe
| SO s perspective.

As such, that determ nation could -- that
determ nation, whatever it nmay be, could limt the
reliability benefit of the Chanpl ai n- Hudson proj ect.

SENATOR MAZI ARZ: Wbuldn't it be, though --
where | was going with that, wouldn't it be the
opi nion of the 1SO, that |ong-term energy policy,
long-termreliability of the grid, wouldn't it be
better to be nore dependent upon in-state generation
than it would be, not just out-of-state generation,

but out-of-the-country generation?
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| nmean, | would just think, you know, that,
again, for long-termenergy policy, that would be
nore positive for an independent body |ike yourself.

| nmean, | realize, you know, that everybody
that has testified before this, and after this,
has -- you know, has sone skin in the gane, froma
certain respect.

And | know that -- that, you know, the I1SOis
interested only in making sure that that power is
available in all areas of the state that they need
it.

What we have here is, downstate needs it,
we' ve got the capacity to produce it up here. W
just have to nove it -- be able to nove it from down
here -- fromup here to down there.

THOVAS RUMSEY: That's correct.

To answer your question directly, Senator,
| think, when you're talking policy versus an
econonmic project, if you |look at the state of the
grid as it is today, as you just discussed, where
you' ve got a lot of the generation in the north, a
| ot of the potential for renewables in the north and
in the west, where 53 percent, roughly, is down in
city, it's a matter of connecting those two.

| f you |l ook at the aging infrastructure and
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t he policy, and decisions that are going to be
com ng around that, the traditional bottlenecks in
our transm ssion system happens to be sone of the
first areas that we're going to have to address
based on the age of those transmi ssion |ines.

So, from our perspective, when you -- as a
policy view, when it cones tine to replace those, to
not also inprove the ability to nove nore power than
it currently does today and all eviate those choke
points, is the single biggest policy-challenge, in
our view, opportunity for New York

It will help retain the fuel diversity. It
will help conpetitive markets. It will help the
generation throughout the state to conpete on a
| evel playing field.

And, the "energy highway," having not | ooked
at the projects until they're published, obviously,
is seeking to address that issue, and we fully
support it.

SENATOR MAZI ARZ: Thank you. Thank you.

Senator Ritchie?

SENATOR RITCHI E: No questi ons.

Thank you.

SENATOR MAZI ARZ:  Senat or O Mara?

SENATOR O MARA: W th regard to those
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bottl enecks you're tal king about, and the
i nfrastructure being 30-plus years old, has the
t echnol ogy and capabilities inproved over that
period of time to provide that greater handling of
nmegawatts over the same basic infrastructure that's
there; in other words, within the rights-of-way that
are there?

THOVAS RUVSEY: |'Il answer the

rights-of-way, and then et Rick get into the

t echnol ogy because, | promse, | don't do math very
of t en.

But, you know, one of the -- | think one of
opportunities -- one of the chall enges transm ssion

has, is that, if you' re not using an existing
right-of-way, it makes it very challenging to build
it.

And, the initial projects identified by the
STARS currently exist -- or, utilize all existing
rights-of-way, with only potential of sone
nodi fication to the width if they go too nmuch higher
on the path.

So, the opportunity is nmore likely, if you're
usi ng an existing energy right-of-way, which nost of
t he STARS projects currently do, and | can let Rick

talk to the transm ssion technol ogi es.




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

173

RI CK GONZALEZ: Well, the New York
transm ssion owners are the experts in the actual
construction and design capabilities, but it is ny
understanding that replacing -- or, using existing
ri ght-of -ways, and by replacing | ower-voltage
transm ssion lines with higher-voltage transm ssion
lines in those sanme existing corridors, inmproves the
power-transfer capability significantly.

SENATOR O MARA: We've heard a | ot of
testi nony today about the power-producing
capabilities of upstate, and the limts of the
transm ssion to get it downstate where it's needed.

Are you in agreenment that we have sufficient
production capabilities across New York State if we
can get our transmission facilities upgraded?

RI CK GONZALEZ: There are currently
sufficient capability to neet New York State's
demands.

We had sone hot-weat her events this sunmer,
and we utilized the Sonerset asset here, as well as
ot her upstate resources, so those resources play an
important part in neeting the reliability needs in
New York State.

THOMAS RUMSEY: | think it's inportant, also,

if you could alleviate all congestion in the state,
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just make a magi ¢ wand and you can all conpete
evenly, there's a very disruptive pricing mechani sm
right now in the energy industry, and that's the
cost of natural gas.

Al'l of generation has to conpete, and win in
t he conpetitive marketpl ace.

And right now, with |low natural gas costs, it
makes some, particularly fossil generation, very
chal l enged in that conpetition. That's nationally.

Across the country, 10 percent of the coal
has been replaced by natural gas.

| f you | ook at our interconnection queue,
what's comng to New York State is predom nantly
natural gas, wind, with sonme inprovenents to the
nucl ear -- current existing nuclear fleet.

So, if you | ook at what devel opers are
bringing to the NYISOto evaluate, it's
predom nantly natural gas.

And, at $3 gas prices, it's incredibly
chal Il enging for other assets, particularly fossi
assets, to conpete.

SENATOR O MARA: Yeah, but, as we know, and
as we see the econom c cycles we go through, that's
not likely to remain --

THOVAS RUMSEY: Absol utely.
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SENATOR O MARA: -- the case for, certainly
not forever. The question is: How | ong?

And, it is a benefit to us across the state
to have this diverse fuel supply for when those
condi ti ons change.

I's that correct?

THOVAS RUMSEY: That's absolutely correct.

For the second time in ny life, 1'lIl agree
with Gavin.

[ Laught er. ]

THOMAS RUMSEY: The bal anced-portfolio
approach has to be the way that you approach energy.

It sinply has to be.

SENATOR O MARA: Wl |, ny goal today was to
get you to agree with Gavin, so |'mdone with
guesti ons now.

[ Laught er. ]

THOMAS RUMSEY: All right. Thank you, sir.

SENATOR MAZI ARZ:  Assenbl yworman?

ASSEMBLYWOMAN CORW N:  ( Shakes head.)

SENATOR MAZI ARZ: Thank you very nuch, Rick
and Tom Runsey. W appreciate you com ng.

THOMAS RUMSEY: Thank you very rmuch

RI CK GONZALEZ: Thank you.
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SENATOR MAZI ARZ: Qur next testinmony is going
to be offered by Ken Pokal sky of The Busi ness
Counci | .

KENNETH J. POKALSKY: Good afternoon.

Thanks, Senator, for the invitation to
partici pate today on behal f of The Busi ness Council .

And | also want to thank the panelists for
sticking it out, because it's been a |ong hearing,
but, very inportant testinony on very inportant
i ssues.

So, on behal f of The Busi ness Council, |
appreci ate the opportunity to cone today.

" mjoined by Darren Suarez, who nanages
our -- both our energy and environnental program on
a day-to-day basis.

The Busi ness Council has about 3,000 nenbers
across New York State. It's a very diverse
menber shi p.

And in the energy arena, we represent
generators, transm ssion conpanies, local utilities,
and the vast majority of our nmenbers are industrial
and comrerci al energy consuners.

And despite occasional disagreenents anong
t hose nenbers and those sectors, which is not

surprising, given the zero-sumtradeoffs that are
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often inherent in the types of issues we work on in
t he energy arena, our nenbers have uniformally --
uni formy supported the advancenent of a New York
State energy policy dedicated to the devel opnent of
cost-conpetitive and reliable energy.

A major focus -- our mmjor focus is on
necessary inprovenents to the state's
"energy hi ghway. "

The | ast major cross-state transm ssion
project was built in the 1980s.

And it was discussed earlier, a recent
assessnent of the state's transm ssion needs
indicates that there's nearly 5,000 m|es of
in-state lines that will approach their -- the end
of the useful life and will require replacenent over
t he next 30 years.

And while the need for transm ssion upgrades
has been in the news lately, over the |ast coupl e of
years, unnoticed by many New Yorkers, the state has
experienced a significant shift in our generation
fuel diversity.

Sinmply put, it has been nentioned nunerous
ti mes today, sone coal- and petrol eum based plants
are no | onger operating, or operating at reduced

| evel s, due to conbined factors, including |ow
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natural gas prices, and increased cost of
envi ronnent al conpli ance.

We believe the State Energy Commttee is very
correct in reviewing New York State's transm ssion
and generating needs together.

The State can't maintain fuel diversity and
ensure reliability w thout acknow edgi ng that nore
than half of the demand for electric power in
New York occurs in the New York City nmetropolitan
area, while nore than 60 percent of the power supply
comes fromgenerators located primarily in
Upstate New YorKk.

Now, | wanted to briefly touch on four topics
t hat you asked about in the hearing notice, today,
and 1"l skip through the testinmony relatively
qui ckly --

SENATOR MAZI ARZ: Thank you.

KENNETH J. POKALSKY: -- so, | will not read

First, and forenost, for our nenbership, it's
critical, when you're | ooking at any aspect of
energy policy, to do so in the acknow edgnent that
New York State energy consumers -- residential
comercial, and industrial -- pay anong the hi ghest

el ectric power prices in the nation. 1It's been that
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way for -- for several generations.

Recent data: Residential rates are about
60 percent above the national average. Commerci al
about 65, industrial about 40 percent, above the
nati onal average.

Specific projects or policies that are
dependent upon either new energy assessnents or,
potentially, above-market power-purchase agreenents,
or any other type of additional consuner-funded
subsidies, in our view, need to be considered in the
context of these cost issues.

And, power costs, you know, repeatedly, we
hear from our nenber conpanies, are anong the nost
significant costs-of-doi ng-business issues facing
New York State's business comunity.

There are many things that can be done to
address the cost issues in New York State.

Regul atory reform we've just begun to
scratch the surface on | ooking at the -- both, the
nature of the scope and the requirenents of
envi ronnment al nandat es and ot her regulatory costs
that add to the cost of doing business in
New York State.

State and | ocal taxes are certainly in there.

| f you |l ook at the najor drivers of the cost
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differences in New York State, energy and el ectric
power system fuel mx is nunber one. As nentioned,
our relatively high reliance on natural gas.

And, state and | ocal taxes are nunber two.

The nost significant differential in the tax
arena being, real property taxes, and the cost of
property taxes on generation and transm ssion
facilities.

So we need to be always m ndful, when we talk
about new prograns and initiatives: Are we adding
to or reducing State-inposed costs on el ectric-power
syst enf

Second topic is transm ssion.

Busi ness Council supports transm ssion
initiatives that will result in delivery of
reliable, cost-conpetitive energy.

We do think there's a nunber of ways to
approach those goal s.

As has been di scussed, there's congestion
al ong our 11,600 mles of high-voltage transm ssion
lines in the state.

Wth the -- one-third of the state's electric
load in New York City, we sinply don't have
sufficient capacity to nove power from downstate to

upst at e.
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The cal cul ated opportunity costs, or added
cost of transm ssion, due to this congestion, was
cal cul ated at about $1.2 billion in 2010.

We need to conmit to projects that wll
i nprove the overall capacity to the state's
transm ssion system |ike those contained in the
recently conpl eted STARS report.

And I'"mnot going to go into those in detail.
You' ve heard about themin previous testinony.

The proposed -- this detail ed study,
three years in devel opnent, outlines specific and
practical electric-transm ssion projects that wll
bol ster the power grid, provide econom c benefits,
support devel opment of renewabl e resources, and
ensure a robust power system for New Yorkers.

Specifically, one of the issues this
Comm ttee asked about, in our view, the proposed
canpai gn -- or, Chanpl ai n- Hudson Power Express is a
one-of f transm ssion project that does not result
fromthis conprehensive planning initiative.

It's such, in our analysis, does not address
many of the objectives of the STARS report, and w ||
circunvent, rather than inprove, the state's
transm ssi on system

The Busi ness Council does not support the
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proj ect .

And trust me, that is not an easy concl usion
for us to come to. 1In a -- The Business Council, |
think, is one of the nbst aggressive and consi stent
advocates for new capital investnent in
New York State, and we don't have many nulti-billion
dol | ar proposed private-sector investnment projects
in the state. But, based on input from nenber
conpani es, and our review of the project, we do not
support Chanpl ai n- Hudson Power Express.

Third topic: Fuel diversity.

One of the inportant facts that was -- we
think, lost, or sinply ignored, in the run-up for
New York State entering into RGA, and | think it's
ignored in sonme of the repeated calls we hear, on
the need for New York State to take new initiatives,
or additional initiatives, to reduce greenhouse-gas
em ssions, is that New York State has been -- had
been, continues to be, one of the nation's nost
fuel -diverse states when it comes to electric -- its
el ectric power system

And, one of the states -- one of the | owest
carbon-emtting states fromits electric power
system with nearly -- not quite, but nearly

50 percent of our power -- our base-|oad power




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

183

generation conme from-- comng fromnon-emtting
sources: mmjor hydro plants, nuclear-power plants,
and recent deploynment of new renewabl es.

We agree the State nmust support policies and
encourage fuel diversity, to avoid, you know,
addi tional disruptions or price hikes if we conme too
reliant on one source of power.

Per haps, nore than any ot her single source,

t he emergence of new supplies of natural gas, from
what "Il call "non-traditional sources,"”
unfortunately, not yet fromthose non-traditional
sources in New York State -- is having a significant
i npact on the electrical system

These new natural gas resources, primarily
fromshale formati ons, are transform ng the supply
and price outlooks for natural gas in the
conpetition anong energy options.

These devel opnents in the natural gas arena
can be expected to affect the m x of fuels used to
generate electricity, as well increase the need for
stronger coordination between electric-grid
operators and natural gas industry.

Due to what's happening in the natural gas
mar ket, some coal and oil plants nmay no | onger be

operating, as | said earlier, due to the conbination
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of |ow gas prices and the increase in cost of
envi ronnent al conpli ance.

And sone -- by sone predictions, many --

12 in-state coal and m xed-fuel facilities wll
retire or be nothballed this year.

These retirenents will have a significant
adverse inmpact on |ocal enploynment tax rates, and we
believe overall grid reliability.

The State should critically review these
retirements to determine steps that can mtigate
prevent, or to ter [sic] their closure -- or, deter
cl osure, including, as Senator Maziarz discussed
earlier today, incentives for, and reducing barriers
to, repowering existing plants.

As al ways, we urge that any policy
initiatives be reviewed with an eye to the potenti al
i npact on rates for residential and business
CONSUNers.

And, fourth, | say "OQther Policies,"” but, it
really -- | want to speak to, specifically, the
i ssue of RG3.

Prior to the end of the 2012 | egislative
session, there's sonme discussion in Al bany, and in
t he northeast, about initiatives that would

i ncrease, and were designed to increase, the cost of
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RGE al |l owances, and use additional proceeds to do a
nunber of things, including, perhaps, assist
comunities with a transition from power-generating
comunities to power-consum ng comunities.

Ceneral ly speaking, we strongly reconmend
agai nst these or other proposals to increase or
inflate the cost of RGE conpliance.

The RGE program has resulted in significant
cost increases to business and residenti al
custoners, and to power generators, as we' ve heard
fromearlier participants in this hearing, while
contributing to reduced fuel diversity, and has done
little, if anything, to address the gl obal
chal I enges of climte change.

So that's a set of brief coments on a
handful of the issues the Conmittee had asked about.

Darren and |, we appreciate the opportunity
to be here today, and | ook forward to any questions
or conments you have on these or other topics.

SENATOR MAZI ARZ: Thank you very nuch, Ken,
we appreciate it. And we appreciate the work
The Busi ness Council|l does year-round.

And I'd just like, | don't really have a
guestion, but an observati on.

| think it's very significant that
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The Busi ness Council, as you very adeptly pointed
out, doesn't very often oppose investnment in
New York State.
But, clearly, this particular type of
i nvest ment probably has nore | ong-term negative
i mpact on just the energy market, on job creation,
and particularly in Upstate New York. |'mtalking
about the Chanpl ai n- Hudson |i ne.
So, | would just make that as an observati on.
| appreciate the frankness of The Busi ness
Council on that point.
KENNETH J. POKALSKY: Sure.
SENATOR MAZI ARZ: Senator Ritchie?
SENATCR RITCHI E:  You tal ked about what
New York can do to reduce energy costs, one being,
regul atory reform You nentioned property taxes.
Can you give nme a few other exanpl es of what
woul d be hel pful ?

KENNETH J. POKALSKY: Well, some of the

bi g-picture issue -- or, one of the big-issue
i ssues, we have a -- at least a draft gane plan, if
you will, for pronoting -- or, identifying these

maj or transm ssion needs.
We now have to | ook at what the State can do

to pronote investnent or elimnate barriers to
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i nvestment in new transm ssion.

Streamining Article 7.

We've had legislation in the past, |ike we
did in Article 10, to give expedited review to
transm ssion projects in existing right-of-ways that
woul d reduce -- or, produce a nore efficient
delivery of electric power.

Maki ng sure that project reviews happen in a
tinmely fashion

We just had, |ast year -- about a year ago,
we had 10 regional econom c devel opnent councils
tal k about barriers to new investnent in their
regions. And every one of themsaid, state and
| ocal land use and project-review processes delay or
di scourage new capital investnent in New York State.

You know, a streamined Article 7, and ot her
expedited reviews, whether it's a need for a SEQR
review for a project, for coastal zone for when
we' re inpacting navi gabl e wat erways, naking these
t hi ngs happen on a tinely fashion, with clear set of
rules, rules that we don't ignore, because it's
conveni ent on a case-by-case basis, are things the
State can do to nake -- encourage investnents and
make -- and allow i nvestment deci sions to happen

nor e qui ckly.
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And we have a nunber of these already
drafted, and be happy to share with you --

SENATOR RITCH E: That's great.

KENNETH J. POKALSKY: -- and share with the
adm ni strati on.

SENATOR RI TCHI E:  Thank you.

KENNETH J. POKALSKY: You bet.

SENATOR MAZI ARZ:  Senat or O Mara?

SENATOR O MARA: No questi ons.

Thank you.

SENATOR MAZI ARZ:  Assenbl ywoman Corw n?

ASSEMBLYWOMAN CORW N: Just real quick, Ken.

As far as energy costs to your nenbers, how
much of a priority is that for then?

Do you consider that one of the top
priorities, or --

THOVAS RUMSEY: It always -- it is always one
of the top two or three. And we see it, no matter
where the conpany is | ocated or what business they
are in.

We've seen a little bit of price easing on
electricity driven by natural gas prices, offset by
the rise in fuel

So any of our business who has, you know,

transportation as a key concern to them they're hit
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at the other end.

But every survey we've ever done since |'ve
been at The Busi ness Council, energy costs have been
in the top three.

ASSEMBLYWOVAN CORWN:  All right. And would
you say that's a deterrent for businesses coni ng
into New York State? |Is that your --

KENNETH J. POKALSKY: It is, particularly
where you -- if you |l ook at where sonme of our, if --
and say, in the manufacturing arena, who are
conpeting with both in the U S., sone of the
sout hern states who have had historically | ow cost
el ectric power, they -- they're not subject to sone
of the environnental rules inposed both by Congress
and by the State, that we are in generation. And,
wi th overseas nations, who -- you know, whose
attention to environnental controls are m ni mal.

So, yeah, it's -- if you |look at where people
can nmake investnents in new business, there's
certainly many | ow cost energy places. And for an
energy-i ntensive business, those factors can be
significant.

ASSEMBLYWOMAN CORW N: Thank you.

KENNETH J. POKALSKY: You bet.

SENATOR MAZI ARZ: Thank you very mnuch, Ken.
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Darren, we appreciate it.

Qur last testinony of this hearing is going
to be offered by Phil WIlcox, fromthe International
Br ot her hood of El ectrical Wrkers Local 97, and
M ke Lutz fromthe | BEW Local 966.

M CHAEL LUTZ: Senators, Assenbl ywonan.

First, | would like to thank Senator Maziarz
and the Commttee. Wthout your |eadership, not
only this matter, but many | ocal issues would be
forgotten, | believe, west of the 81 corridor.

|'d also |like to thank our [ ocal
representatives, Supervisor Engert, and
Legi sl ator Syracuse for their efforts in all of this
| ocal l y.

My name is Mchael Lutz. | sit in a unique
posi tion.

| am president/busi ness manager of Local 966,
| BEW | proudly represent the union workforce at
Sonerset Station;

| also represent the New York State Electric
and Gas Wrkers in Lancaster, Lockport, Hamburg,
East Aurora, and the Gowanda areas;

| am Secretary of the New York State Utility
Labor Council, which has a nenbership of
approxi mately 15,000 in New York State;
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And, | hold the sanme position in the
| BEW 3rd District Utility Wrkshop. That
organi zati on covers all of New York, Pennsylvani a,
Del awar e, and New Jersey;

My last duty is Secretary/ Treasurer of
System Council U7, which represents all the NYSEG
workers in New York State, covering an area from
around Al bany, to Pl attsburgh, Binghamon, Geneva,
Elmra, and as | have nmentioned, all the |ocal
| ocati ons.

As you can see, this issue affects the entire
utility workforce, not only the people | represent,
but all of New York State.

| have sat in discussions about these very
i ssues for well over 10 years. Though they vary by
state, they are famliar to all of us in the utility
i ndustry.

If I or ny fellow friend, and speaker,

M. WIcox, sound redundant, it is because we have
tried to address these issues with anybody t hat
woul d |isten.

| know that you have heard from us many, nany
times, so |l will be as brief as possible in
addressi ng our concerns, and the direction | believe

shoul d be taken by New York State.
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| will begin with the generation issues.

In New York State, you are sitting
approximately 5 mles away fromwhat the industry
woul d consi der the cl eanest coal -burning plant east
of the Mssissippi. It is reliable, efficient, and
has the best workforce operating the facility.

It contributes to the local conmunity and to
Ni agara County in a way that no other industry
conpares. It provides jobs, tax paynents, and
ancillary incone for many snmall business entities in
West ern New Yor k.

It is the largest coal-fired power plant in
New York State. It can generate up to 675 to
680 nmegawatts of power. It contributes 80 percent
of the town of Sonerset tax base, 70 percent to the
school tax base, and 5 percent to Niagara County's
t ax base.

Its sister plant on Cayuga Lake, though
smal l er, contributes a substantial portion to the
| ocal econony al so.

Also in Western New York, we have the Huntl ey
and Dunkirk facilities.

M. WIcox can speak to their contributions
for their | ocal econonies where they reside, and to

their obligations supporting the tax bases that they
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operate in.

I n addressing the generation side of this
di scussion, it hinges on New York State energy
diversity. It cannot be dependent on one source of
energy, and | believe that generation diversity is
the solution to the problens we face in this state.

It must be a nultifaceted approach that
i ncl udes solar, wi nd, hydro, coal, bionmass, oil,
nucl ear, and gas.

For anyone that believes that we can be
dependent on one or two sources has not |ived
t hrough the petrol eum shortages in the md-'70s, the
natural gas bubble in the '90s, and/or a cloudy or a
still day.

Nationally, federal regulations wll
elimnate over 30,000 to 50,000 negawatts of
generation, which equals approximtely
74 "Somersets" fromthe equation, making these
pl ants even nore necessary for this diversity.

The Sonerset plant sits in a unique position:
Clean, efficient, able to diversify fuels to include
bi omass, a professional workforce, and a facility
that contributes substantially to the | ocal econony
and tax base.

But, therein lies the second i ssue that |
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wi || address: Transm ssion of that power throughout
New York State.

The problens of electric transni ssion have
been known in this state for decades. W hear it
all the tinme, that there is an "aging infrastructure
in this country".

Qur utility industry -- in our utility
i ndustry, we have known it all too well for years.

Though we have been told that the econony has
been in decline, |ook at the devel opnents that have
sprouted up, even in the Western New York area.

In Upstate New York, it has been slower, but
t here has been an increase in demand for electric
| oad.

But downstate, conparatively to
Western New York, it has been exponenti al

It would seemthat in this day and age,
systens woul d have advanced to neet the needs.

They haven't.

The aging electrical transm ssion systemin
New York State has been known for years, but the
uncertainty of regulation in the past has led to
i nvestor-owned utilities sitting and waiting to see
what state and the federal governnent woul d do about

it.
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Knowi ng this, ex-governnment officials decided
that they would invest or recruit investors, take
advant age of the inaction, and go outside of the
country and try to run, quote, an extension cord
from Québec to New York City.

This action would not cure any of the vitally
i mportant transm ssion issues in New York State,
benefit any of the |ocal econom es that they are
proposing putting in this line -- putting this line
t hrough, and running this "extension cord" in sone
of the nost pristine waterways in New York State,
whi ch woul d only be a detrinment.

The job inpact would be mnimal, and this
direct-current line would have little, if any,
effect of this -- except for this power going
directly to New York City, and all nonies going
directly to the investors and to another country.

I f any of us in this roomdo not realize that
this scenario -- what this scenario sounds |iKke,
then we are all living in a shell.

There is a better solution.

Governor Cuonop has put out an RFI for an
Energy Hi ghway Initiative. It has generated many
specific transm ssion projects, and specific choke

poi nts that can be addressed in the near future.




© 00 ~N oo o b~ w N P

N NN N NN P R PR R R R R R R
gag A W N P O © 0o N oo 0o M W N+ O

196

It has brought together sone strange
bedfell ows. All of the mmjor investor-owned
utilities have grouped together to form an
organi zation, Transco, to address these issues.

Now t hat they know that the nonies can be
directed to specific projects that will bol ster
their systems and strengthen the transm ssion system
t hroughout the state, they are actively planning for
construction and upgrades.

These transm ssion problens or line
constraints that exist contribute to Sonerset's
probl em of not being able to nove its power to where
it is needed in the state.

Al of this is projected to create thousands
of jobs in New York State. It wll enployee
New York State workers, enhance New York State
busi nesses, and produce an estimated $7 billion for
| ocal New York State econom es.

There are nmany proposals out there, but this
seens to be one of the nost effective in addressing
the i medi ate needs of the problenms | have
nment i oned.

And | believe | speak for the organi zations
that | represent. These probl ens, when solved, wll

be with a highly trained professional workforce,
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t hat i ncludes apprenticeships, and a highly skilled
wor kf orce, that | am proud to represent.

To me, it cones down to doing the right
t hi ng.

Do we keep and enhance the jobs, people,
econoni es, businesses, localities, and the way of
life that we enjoy in New York?

O, do we just pass it through, run the cord
to anot her country, and becone dependent on them for
energy needs, giving nonies away out-of-state and
-country, and wait to see nore people |eave, plants
and busi nesses cl ose, and watch | ocal and state
econoni es and taxpayers take it on the chin again,
and then do we just say, "Boy, we should have done
somet hi ng" ?

Now is the tine to act, and with your help,
Senator, and this Committee, | trust we will do the
right thing, and act now.

Thank you for the opportunity to speak, and
the time it took.

SENATOR MAZI ARZ: Thank you very much, M ke.

Phil, do you want to add somnet hi ng?

PH L WLCOX: Sure.

Good afternoon.

My name is Phil Wlcox. |'ma business rep
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for |1 BEW Local 97.

We represent National Gid and host of
power - generati on conpanies in New York State, and
Oswego area, and certainly Western New York at the
NRG pl ant s.

Speci al thanks to Senator Maziarz and the
entire Senate Energy Conmmittee for their attention
to these enornmously inportant New York State energy
i ssues.

Not since the days of Robert Mses has there
been so nmuch at stake for the New York State energy
econony.

The bal ance of what | have here only
reiterates things that have already been said this
nmorning, so | guess | can go right to the concl uding
statenments, and then make a few conmments.

The core of the New York State energy econony
is threatened at the prospect of becom ng dependent
on i nports.

Conversely, with the major investnent into
our New York State transm ssion system we'l]l
reali ze thousands of jobs, preserve energy
i ndependence, protect fuel diversity, stimulate
renewabl e- ener gy devel opnent, and can becone a

nati onal nodel for energy policy.
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Just to refute a couple of comments made this
nor ni ng:

The New York State AFL-CIO is 100 percent
behi nd the New York Transco proposal; 100 percent
opposed to TDI .

The International |IBEW both construction and
utility, 100 percent behind New York Transco;
totally opposed to TDI

The Sierra Cub, 100 percent behind New York
Transco; totally opposed to TDI.

And with that, you know, we'll take a couple
of questi ons.

SENATOR MAZI ARZ: Thank you very much, Phil.

And | did want to point out, | was going to
poi nt out, after you spoke, about, we did receive a
letter this norning, actually, fromthe AFL-Cl O
expressing that very viewpoint; that they were very
much in support of the Energy Highway Initiative,
and very much opposed to the Chanpl ai n- Hudson
Express |ine.

You know, the unfortunate part of going | ast
in a hearing, is that everything s been said, and
asked, and answered, nunerous times over.

So, I'mnot sure if anyone has any questions

or conments that they would like to nake.
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Senator Ritchie?

SENATOR RITCHI E:  Well, just, Phil, could you
clarify, | keep hearing both sides of the issues:
From the | abor groups, on one side, saying that
there's going to be job losses. And then a
gentl eman today saying, jobs are going to be
cr eat ed.

Can you just give ne your opihnion, and
el aborate on what the issue is going to be?

PH L WLCOX: Couple of things we've heard
from our consultants.

The Chanplain line will create a conduit to
suck over a billion dollars a year out of the
New York State energy econony. That's going to
change the cost-benefit anal ysis necessary for our
own transm ssi on upgrades.

You' ve heard the nunbers from Transco, a
total of 46,000, | believe, in direct and indirect
j obs, plus renewabl e-energy j obs.

We were approached by Bl ackstone for our
endorsenent. They prom sed 300 jobs in the New York
City area for the interconnect.

There's no conpari son

You know, they're saying in the trades that

some of themw Il build their owm gallows if it's
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the only work they can get.

And there's no clear exanple of building our
own gal l ows, and running an extension cord to
Canada.

So there's no conparison to the job nunbers,
from our perspective.

SENATOR RI TCHI E:  Thank you.

SENATOR MAZI ARZ:  Senat or O Mara?

SENATOR O MARA:  No.

Thank you.

SENATOR MAZI ARZ:  Assenbl ywoman Corw n?

ASSEMBLYWOVMAN CORWN:  If | could just
conment .

Like | said, | visited the Sonerset plant

recently. Top-notch operation there. It really is.

You know, congratulations to all of the
peopl e in your organi zati on who are working there,
because it's really a very inpressive site.

PH L WLCOX: Thank you

ASSEMBLYWOVAN CORW N: So, kudos to you.

SENATOR MAZI ARZ: Well, again, | would
certainly associate nmyself with the Assenbl yworman's
comments. |'ve been out to the plant numerous
tinmes --

PH L WLCOX: Yes, you have.
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SENATOR MAZI ARZ: -- in the |last many years,
and you run a great operation out there, and we want
to see it continue here.

| would just like to thank all of those who
testified, all of those who attended.

You know, for us, it's alittle unusual to
see so many Al bany faces here in Barker.

We appreciate you com ng.

| thought it was inportant that we have this
heari ng.

And | thank nmy coll eagues, Senator Ritchie,
Senat or O Mara, and Assenbl yworman Corwi n, | thank
them for attendi ng here today.

| thought it was inportant that we have this
here in the town of Sonerset, in Barker, in a
comunity in Upstate New York that is so heavily
i npacted by the future energy deci sions.

|, lastly, again want to express ny
appreciation to Supervisor Engert, and to the staff
here of the Conmmttee, and of the Senate, for making
this hearing so pl easant.

And t hank everyone for com ng, again.

And, with that, if none of other nenbers have
any coments or questions, | would declare this

heari ng cl osed.
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Thank you.
(Wher eupon, at approxinmately 2:25 p.m,
the public hearing held before the New York State
Senat e Standing Conmittee on Energy and

Comuni cati ons, concl uded.)




