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July 26, 2011

Minutes of the Regular Meeting of the Power Authority of the State of New Y ork held via videoconference
at the following participating locations at approximately 11:40 a.m.

1) New York Power Authority, 123 Main Street, White Plains, NY
2) New York Power Authority, St. Lawrence/FDR Power Project, Massena, NY

The Members of the Board present were:

Michael J. Townsend, Chairman
Jonathan F. Foster, Vice Chairman
D. Patrick Curley, Trustee

John S. Dyson, Trustee

R. Wayne LeChase, Trustee
Eugene L. Nicandri, Trustee

Mark O’ Luck, Trustee

Richard M. Kessel
Gil C. Quiniones
Judith C. McCarthy
Francine Evans

Elizabeth McCarthy
Edward Welz
Jordan Brandeis
Thomas Antenucci
Steve DeCarlo
Thomas DeJesu
Paul Finnegan
James Pasquale
Donald Russak
Joan Tursi

Paul Belnick

John Canale
Thomas Davis
Dennis Eccleston
John Kahabka
Joseph Leary
PatriciaLeto
Ledy Pardo
Christine Pritchard
Frank Ryan

Scott Scholten
John Suloway
Karen Delince
Brian McElroy

Jill Anderson
Jenny Liu

Mike Lupo
Michael Saltzman
Keith Hayes
Christine Schmitt
Rino Trovato
Timothy Sheehan
Sarah Barish-Straus
Lenny Catalino

President and Chief Executive Officer
Chief Operating Officer
Acting General Counsel
Executive Vice President, Chief Administrative Officer
and Chief of Staff
Executive Vice President and Chief Financial Officer
Executive Vice President and Chief Engineer — Power Supply
Senior Vice President — Power Resource Planning and Acquisition
Senior Vice President — Power Supply Support Services
Senior Vice President — Transmission
Senior Vice President — Public and Governmental Affairs
Senior Vice President — Public, Governmental and Regulatory Affairs
Senior Vice President — Marketing and Economic Development
Senior Vice President — Corporate Planning and Finance
Senior Vice President — Corporate Support Services
Acting Senior Vice President — Energy Services and Technology
Vice President — Project Management
Vice President — Financial Planning and Budgets
Vice President — Information Technology/Chief Information Officer
Vice President — Environmental, Health and Safety
Vice President — Community and Government Relations
Vice President — Procurement
Vice President — Internal Audit
Vice President — Media Relations and Corporate Communications
Vice President — Emergency Management
Vice President and Chief Risk Officer
Vice President — Project Development, Licensing and Compliance
Corporate Secretary
Treasurer
Director — Supply Acquisition and Renew Energy
Director — Generation Resource Management — Energy Resource Management
Director — Marketing Analysis and Administration
Director — Media Relations
Manager — Business Marketing and Economic Devel opment
Tolling Agreement Manager — Energy Resource Management
Program Manager — Energy Services
Specia Counsel
Specia Assistant — Project Development, President's Office
Lead Account Executive — Business and Municipal Marketing
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LornaM. Johnson Assistant Corporate Secretary

Sheila Baughman Senior Secretary — Corporate Secretary’s Office
Brian Wilkie Legal Analyst

John V. Connorton, Jr. Hawkins Delafield & Wood LLP

Tony Modafferi Executive Director —- MEUA

Kevin Brocks Partner — Read and Laniado, LLP

Richard E. Skiera Managing Director — Topstone Capital Advisors, Inc.
Scott Fairclough Managing Director — Topstone Capital Advisors, Inc.

Chairman Townsend presided over the meeting. Corporate Secretary Delince kept the Minutes.
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I ntroduction
Chairman Michael Townsend welcomed the Trustees and staff to the meeting. He also welcomed Mr.

Kevin Brocks, Partner at Read and Laniado, LLP and Mr. Tony Modafferi, Executive Director of MEUA, to the

meeting.

1. Approval of the July 26, 2011 M eeting Agenda

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

Chairman Townsend said the Economic Development Power Allocation Board had recommended that
the Authority’ s Trustees approve item 6 (Power for Jobs and Energy Cost Savings Benefits Programs

Compliance Review) at their meeting held on July 25, 2011.
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a. Approval of the Minutes

The Minutes of the Regular Meeting held on June 28, 2011were unanimously adopted.
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b. Transmission System — Life Extension and
M oder nization Program — Contract Award

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

“The Trustees are requested to approve the award of a contract to Quanta Technology (‘ Quanta’) of
Raleigh, NC, in the amount of $1,279,800 to perform a condition assessment of the Authority’s existing
Transmission System assets.

BACKGROUND

“In accordance with the Authority’ s Expenditure Authorization Procedures, the award of personal services
contracts in excess of $1 million if low bidder, or $500,000 if sole source or non-low bidder, require Trustees
approval.

“The Authority’ s Transmission System assets are reaching their end-of-design life and are in need of
upgrades to comply with regulatory requirements and to maintain reliability. A seriesof conditions within the
Authority’s Transmission System outline the need to develop an overall program for performing an assessment in
accordance with items listed in the Power Supply Long Range Work Plan.

The Authority sought to procure the services of an Engineering Consultant to:

1. Assessthe overall condition of its transmission equipment and assets;

2. Provide recommendations for upgrade or replacement, as necessary, taking into account industry
practices;

3. Prioritize work and develop schedule for implementation;

4. Develop cost estimates for addressing each task.

“The results of the assessment will allow the Authority to prioritize future work to ensure the continued
reliability of its Transmission System. This prioritization will provide the Authority with added information to
better utilize its financial and personnel resources.

DISCUSSION

“The Authority issued an advertisement to procure bids in the New Y ork State Contract Reporter and bid
packages were available as of May 2, 2011. The bid documents were downloaded by 107 potential biddersand 9
potential bidders participated in asite visit on May 13, 2011.

“The following proposals were received on June 2, 2011:

Bidder L ocation Base Bid Final Bid

Quanta Technology Raleigh, NC $1,374,816 $1,279,800
Hatch Amherst, NY $1,306,500 $1,423,400
TRC Engineers Liverpool, NY $1,582,103 $1,582,103
Mott MacDonad Westwood, MA $1,925,189 $1,925,189
Vanderweil Boston, MA $4,140,712 $4,140,712
Shaw New York, NY $4,268,345 $4,268,345
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“Following a review of the proposals, the Authority recommends an award to the lowest-priced and
technically qualified bidder, Quanta.

“Quanta will focus on the eval uation of the following projects:

- CEC Switchyard Life Extension & Modernization

- Massena Switchyard Life Extension & Modernization
- Niagara Switchyard Life Extension & Modernization
- Corten Structure Member Reinforcement

- PV20 Line Assessment, Replacement and Upgrade

- Tower Painting - Complete System Painting

“These projects have been determined to require alarge financial investment to provide anticipated
maintenance. Quantawill be responsible for performing risk of failure assessment and providing the Authority with
interim and final reports detailing the areas to be addressed immediately within the next three years; short-term,
within the next three to five years; and long-term, within the next five to ten years.

“The scope of work will include field inspections and extensive reviews of maintenance records and
studies. The work will be coordinated by Project Management and Transmission staff. As part of the deliverable,
the consultant will provide preliminary schedules and cost estimates for implementing its recommendations.

“Recommendations received from Quanta will be reviewed by the Authority and budgeted accordingly in
future fiscal years.

“In 2010, the Authority issued a similar Request for Proposal (‘RFP’) and awarded a contract to Quanta.
Quanta was engaged with the Authority until the end of 2010, at which point funding constraints necessitated the
need to postpone the project activities.

FISCAL INFORMATION

“Payments will be made from the Authority’s Operating Fund.

RECOMMENDATION

“The Executive Vice President and Chief Engineer — Power Supply, the Senior Vice President — Power
Supply Support Services, the Senior Vice President — Transmission, the Vice President — Project Management and
the Vice President — Procurement recommend that the Trustees authorize the amount of $1,279,800 for the award of
a contract to Quanta Technology to perform a condition assessment of the Authority’s Transmission System.

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

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

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, approval is hereby
granted to award a contract to Quanta Technology of Raleigh, NC, in
the amount of $1,279,800, to perform a condition assessment of the
Authority’s Transmission System, asrecommended in the foregoing
report of the President and Chief Executive Officer, aslisted below:
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Contractor Contract Approval
Quanta Technology
Raleigh, NC $1,279,800

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

President Kessel said that he was resigning as the Authority's President and Chief Executive Officer. He
said that he had mixed feelings about his decision and that it was a pleasure to work with the Board members
with whom he had a great relationship. He also enjoyed working with the Executive Management team,
Authority staff and union leaders. He said that one of his mandates when he came on board was to visit all of
the Authority'sfacilities and he has done that. President Kessel then highlighted some of his accomplishments
since his appointment, which include the following:

1. TheHudson Transmission Project, a major asset for the Authority;

2. Saving ALCOA from closing itsfacility in Massena, New York;

3. Lowering of electric billsfor businessesin Western New York;

4. Revitaliziing Western New York, including the Erie Harbor Waterfront;

5. Negotiating with Yahoo! for itsfacility in Western New York;

»

. Working with local officials and successfully negotiating expansion and replacement power contracts;
7. Setting records with energy efficiency projectsin downstate New York.

President Kessel said that when he came on board, the officials at upstate New York were skeptical about
his appointment; however, during histenure he hasworked hard to turn that around through visitsto the regions
and meetings with local businesses and officials. He said that the Authority needed to focus on the needs of
upstate New York, especially the North Country and Western New York, as they face real economic challenges
and need the help of the Authority.

President Kessel ended by saying that it was a pleasure working for Governor Paterson who
recommended him for the position and Governor Cuomo on the Recharge New York Program. He also said that
he appreciated all of the staff’s support and cooperation and for the friendships that will be with him for along
time to come.

Chairman Townsend said that it was with deep regret that he received President Kessel's resignation.

He said that he appreciated President Kessel's efforts on behalf of the Authority during histenure. President
Kessel has energized the staff and has worked very hard to revitalize the economy of upstate New York. He ended

by saying that he has utmost respect for him and will miss him.
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Trustee John Dyson said that he endorsed Chairman Townsend's remarks and added that the Authority
owe a debt of gratitude to President Kessel for the work he has done on behalf of the Authority.

Chairman Townsend added that, after conferring with the Trustees, Mr. Gil Quinioneswill act as
President and Chief Executive Officer on an interim basis, effective September 6, 2011 and that a professional
search firm will be engaged for the search of a new President and Chief Executive Officer. He then asked Ms.

Judith McCarthy to formulate motions for formal trustee approval at the end of the meeting.

10
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b. Report of the Chief Operating Officer

Mr. Gil Quiniones echoed the remarks made to President Kessel and thanked him for the work he has
done on behalf of the Authority. He then provided highlights of the report to the Trustees. He said that the
Authority's net generation and its transmission availability has increased; the audit related to the North
American Electric Reliability Corporation’s (“ NERC") requirements continues to go well and the Life Extension
and Modernization (“LEM") of the Authority's hydroelectric assets are also going well —the LEM of Unit 24 at
the St. Lawrence project has been completed and the work on Unit 19 has been deferred. He ended by saying

that the Authority’' s business assets are doing well.

11
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C. Report of the Chief Financial Officer

Ms. Elizabeth McCarthy provided highlights of the financial report to the Trustees. She said that the
Authority’sfinancial condition remains very strong. For the period ended June 30, 2011, Net | ncome was $72
million, which is $7.8 million higher than budgeted. To date, O& M expenses were lower than budgeted;
however, it is expected that it will correct itself over time. Other operating expenses were higher than budgeted
dueto the unbudgeted voluntary contributions to the state and as a result of the extension of the Power for Jobs
program. For theyear 2011, Net | ncome is estimated to be approximately $200 million. She continued that, at
the end of the reporting period, the Authority had $1.117 billion in cash and liquidity, an increase of $48 million
from the beginning of the year, which has been invested in a variety of instrumentswith a variety of maturities.
The T&D and Power Supply capital programs are approximately $30 million behind budget while capital
expenditures for Energy Efficiency programs are about $13 million over budget. As of June 30, 2011, the
Authority's debt is $1.87 billion, which is down $55 million from the beginning of the year.

In response to a question from Trustee Nicandri, Ms. McCarthy said that, year- to-date, Net Incomeis
approximately $8 million over budget and that at the end of the year it is expected to be approximately $20
million over budget. In response to further question from Trustee Nicandri, Ms. McCarthy said that, if needed,
staff will ask for the Board's approval to adjust the O& M budget at the September Trustees' meeting. Trustee
Dyson added that, as an addition to the remarks by Trustee Nicandri, the Authority needs to maintain itsfacilities

in top condition and it should not allow artificial ceilings on its budget to delay maintenance of its facilities.

12
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Proposed Expansion Power Contracts— Notice of Public Hearing

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

“The Trustees are requested to approve allocations of 3,000 kW, 300 kW and 200 kW of Expansion Power
(‘EP), respectively, to M& T Bank Corporation (‘M&T’), Moog, Inc. (‘Moog') and Try-It Distributing Co., Inc.
(‘Try-I1t"). The Trustees are also requested to authorize a public hearing pursuant to 81009 of the Public Authorities
Law (‘PAL") on the proposed contracts (‘ Contracts’) for the allocations to Moog and Try-It.

BACKGROUND

“Under 81005(13) of the Power Authority Act, as amended by Chapter 313 of the Laws of 2005, the
Authority may contract to allocate 250 megawatts (‘MW?*) of firm hydroelectric power as EP and up to 445 MW of
RP to businesses in the State located within 30 miles of the Niagara Power Project, provided that the amount of
power allocated to businesses in Chautauqua County on January 1, 1987 shall continue to be allocated in such
county.

“Each application for an allocation of EP and RP must be evaluated under criteria that include, but need not
be limited to, those set forth in PAL Section 1005(13)(a), which details general eligibility requirements. Among the
factors to be considered when evaluating a request for an allocation of hydropower are the number of jobs created as
aresult of the allocation; the business' long-term commitment to the region as evidenced by the current and/or
planned capital investment in the business' facilitiesin the region; the ratio of the number of jobs to be created to the
amount of power requested; the types of jobs created, as measured by wage and benefit levels, security and stability
of employment and the type and cost of buildings, equipment and facilities to be constructed, enlarged or installed.

“Asrequired by §1009 of the PAL, when agreement has been reached by an authority and its co-parties, the
authority shall transmit the proposed contract to the governor and other elected officials. Subsequent to the
transmittal, a public hearing shall be held, upon a 30-day notice provision and publication of the hearing in six
selected newspapers. Following the public hearing, the contracts maybe modified, if advisable. Upon approval of
the contract by the authority and the co-parties, the authority will submit the contracts, its recommendations and the
public hearing records to the governor and other elected officials. Upon approval by the governor, the contracts will
be executed by the chairman and secretary of the authority to become fully effective. Proceduresto satisfy the
requirements of PAL 81009 can take several months to administer when factoring in Board schedules, public
hearing notification requirements and time needed for approval by the governor.

“The Authority works closely with business associations, local distribution companies and economic
development entities to garner support for the projects to be recommended for allocations of Authority hydropower.
Discussions routinely occur with National Grid, Empire State Development Corporation, the Buffalo Niagara
Enterprise, Niagara County Center for Economic Development and Erie County Industrial Development Agency to
coordinate other economic development incentives that may help bring projectsto New Y ork State. Staff confers
with these entities to help maximize the value of hydropower to improve the economy of Western New Y ork and the
State of New York.

DISCUSSION

“At thistime, 11,425 kW of unallocated EP and 23,818 kW of RP are available to be awarded to
businesses under the criteria set forth in PAL Section 1005(13)(a). Staff recommends EP allocations totaling 3,500
kW be awarded to the companies set forth in Exhibit ‘4-A." The exhibit shows, among other things, the amount of
power requested by the applicants, the recommended allocation amounts, and the commitment to job creation and
capital investment to be made by these companies. Additional information on each project is contained in the
application summaries attached as Exhibits ‘4-A-1" through ‘4-A-3,’as well asin the individual expansion project
descriptions below.

13
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M&T Bank Corporation

“M&T isafinancial holding company headquartered in Buffalo with over 4,900 employeesin Western
New York. The company competes nationally and internationally with banking and financial services companies
including foreign and out-of-state financial institutions. M&T is proposing to purchase and upgrade a vacant data
center in Amherst, New Y ork, to serve asits existing and future primary data center needs. The upgraded facility
would more than double the current data processing capability, supporting M& T business operations and product
linesin all the states and foreign countries where the company does business. The expanded capacity would support
the growth of the business, enabling the company to add 124 jobsin Western New Y ork.

“The project would require significant electrical and mechanical infrastructure upgrades of the existing
59,000-square-foot facility, along with other physical plant improvements. M& T would relocate its current primary
data center operations, al'so in Amherst, to the new facility, with the former data center remaining a major operations
center for the bank, housing offices, back-office production functions and potential other uses. Additionally, one of
the bank’ s data centers, currently located in Wilmington, Delaware, would be relocated to the new Amherst facility.
The company isin the process of applying for tax incentives from the Amherst IDA.

“M&T hasrequested an allocation of 3,500 kW to support the anticipated electric demand of the proposed
project. The company would commit to the creation of 124 new jobs, adding roughly $7.2 million to its annual
payroll. The job growth would be associated across a multitude of areas of the business including securities and
insurance products, risk management, administration and back-office functions. M&T’sjob ratio of 41.3 new jobs
per megawatt (‘MW?"), based on arecommended allocation amount of 3,000 kW, iswell above the recent historic
average of 15.1 new jobs per MW for hydropower allocations approved by the Trustees since January 2009.

“The capital investment for this project includes $13.625 million, comprised of approximately $7.1 million
for infrastructure upgrades, $4 million for cooling equipment upgrades and the remaining $2.475 million for
uninterruptable power supply (‘UPS') equipment. The project also includes a $38 million investment in new
computer equipment (data servers, routers, storage devices and related hardware and software) over five years. The
capital investment ratio for this project is $17.2 million per MW, which is below the recent two-year historical
average of $23.0 million per MW for hydropower allocations approved by the Trustees since January 2009.

“While M&T has placed the mgjority of its core operations in the Buffalo area, and prefersto grow its
primary data center operations in Western New Y ork, it has been presented with optionsin Maryland, Virginiaand
Delaware, where the company also has business operations. Since electricity cost is a significant portion of the
operating cost of any data center, an allocation of hydropower is critical to the decision to move forward with this
project. A hydropower allocation would help offset the large up-front investment and help make this site aviable
expansion solution. Staff recommends an allocation of 3,000 kW be awarded to M&T in return for an investment of
$51.6 million and the creation of 124 new jobsin Western New Y ork.

Mooqg Inc.

“Moog isapublically traded international company that is headquartered in Western New York. The
company is a designer and manufacturer of precision motion controls for aerospace, defense, industrial and medical
markets. The applicant has four existing allocations totaling 5,450 kW, serving roughly half of the company’s East
Aurora campus’ electrical load. Its highest existing job commitment is 2,446 jobs and the allocations are all
compliant.

“Moog submitted an application for hydropower, requesting 300 kW to serve a proposed new headquarters
facility on its existing property. Moog would make a capital investment of $13.0 million to build and equip the two-
story, 68,000-square-foot corporate-shared services building. The new building plan would enable various
administrative functions across the campus to be relocated into one facility, freeing up space needed by
manufacturing/operating business units. Gainsin operationa efficiency due to the project would support growth in
the business.

“As aresult of this project, the company would commit to creating 70 new jobs, adding over $6 million to
itsannual payroll. Thejob creation ratio is 233 new jobs per MW. Thisratio iswell above the recent historic

14
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average of 15.1 new jobs per MW. Theinvestment of $13 million for the project resultsin a capital investment ratio
of $43.3 million per MW for a 300 kW allocation. Thisratio is above the recent historic average of $23.0 million
per MW.

“An alocation of hydropower would support Moog's commitment to Western New Y ork. The company’s
plans will further solidify the nearly 2,500 existing high quality jobs and enable the creation of an additional 70 jobs.
Staff recommends an allocation of 300 kW be awarded to Moog in return for an investment of $13.0 million and
creation of 70 jobs at its facility.

Try-1t Distributing Co., Inc.

“Try-It Digtributing, founded in 1928 in Lackawanna, New Y ork, is a family-owned wholesaler of beer and
non-al coholic beverages. The company has grown from 100 employees in the 1990’ s to over 240 at its Lancaster
office and warehouse facility. To accommodate business growth and to attract new brands for distribution, the
company needs to expand its warehouse operations. Try-It plansto invest $14 million to build an addition to its
existing facility of over 100,000 square feet. A majority of the new facility will be warehousing and requires
climate control equipment able to meet exacting standards of beverage product manufacturers.

“This expansion project would enable Try-It to create 23 new jobs above its current employment of 242.
Thejobs ratio for arecommended 200 kW allocation is 115 new jobs per MW, which is well above the recent
historic average of 15.1 new jobs per MW. The investment of $14.0 million resultsin a capital investment ratio of
$28.0 million per MW which is above the two-year historic average of $23.0 million per MW for hydropower
allocations approved since January 2009.

“The Lancaster IDA is supporting this project with tax abatement incentives. Additionaly, Try-Itis
working with NY SERDA on energy-efficient, new construction measures, as well as pursuing certain aspects of
LEED certification applicable to warehousing facilities.

“The wholesale beverage industry isin consolidation mode with smaller, family-owned businesses not
being able to keep up with demanding beverage producers and the scale of competition. The project would enable
Try-It to increase operational efficiencies, add sales volume, reduce costs and acquire more brands for distribution.
An allocation of hydropower is an important factor in Try-It’s decision to expand operations because in its volume
driven industry, operating costs are directly tied to sales, which, in turn, drives employment growth. Staff
recommends an allocation of 200 kW be awarded to Try-It in return for a $14.0 investment and the creation of 23
new jobs.

Proposed Contracts

“The proposed Contracts for Moog and Try-It follow the standard commercia terms offered to EP and RP
customers. The Authority will directly sell firm electric service from the Niagara plant, consisting of firm power
(capacity) and energy service. Power service is subject to pro-rata curtailment when there isinsufficient generation
at the Niagara and St. Lawrence/FDR facilities. Delivery will be provided and billed directly to the Customers by
thelocal utility, New Y ork State Electric and Gas (‘NY SEG’). Arrangements for the delivery will be agreed to by
the Authority, the Customers and NY SEG prior to any delivery under the proposed Contracts. The Authority will
continue to act as the Load Serving Entity and will bill the Customers for al SO charges asit currently does for
both direct sale and sale-for-resale hilling procedures.

“Regarding compliance requirements of the Contracts, the allocation amount will be subject to an
enforceable employment commitment of 2,567 jobs in the case of Moog and 265 jobs in the case of Try-It. The
Contracts include annual job reporting requirements and a standard job compliance threshold of 90%. Should the
Customer’ s actual jobs reported fall below the compliance threshold, the Authority has the right to reduce the
allocation on apro-ratabasis. The rates, terms and conditions for the sale are contained in service tariffs applicable
to all EP/RP alocations. Specifically, Service Tariffs EP-1 (EP) and NP-F1 (RP) are effective through June 30,
2013. Thereafter, Service Tariff No. WNY -1 is effective from July 1, 2013 until the expiration of the Customers’
Contracts for both EP and RP service. The proposed Contracts are attached as Exhibits ‘4-B-1" and ‘4-B-2.’
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RECOMMENDATION

“The Manager — Business Power Allocations and Compliance recommends that the Trustees approve the
allocations of hydropower, totaling 3,500 kW, to M& T Bank Corporation, Moog Inc., and Try-It Distributing, as
detailed in Exhibit ‘4-A." The Trustees are also reguested to authorize a public hearing on the terms of the
proposed Contracts for Moog and Try-It’s allocations, attached as Exhibits ‘4-B-1" and ‘4-B-2,” on adateto be
determined, at the Niagara Power Project’s Power Vista Visitors' Center. It isfurther recommended that, pursuant
to 81009 of the Public Authorities Law, the Corporate Secretary be authorized to transmit copies of the proposed
contract to the Governor and legidative leaders and to arrange for the publication of a notice of public hearing in six
newspapers throughout the State in accordance with the Public Authorities Law.

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

Mr. James Pasguale presented highlights of staff's recommendation to the trustees. Chairman
Townsend and Trustee Curley recused themselves from voting on thisitem.

The following resolution, as submitted by the President and Chief Executive Officer, was adopted by a vote
of 5to 2, with Chairman Townsend and Trustee Curley recusing themselves.

RESOLVED, That the allocation of 3,500 kW of Expansion
Power to M& T Bank Corporation, Moog Inc. and Try-It Distributing
Co,, Inc., asdetailed in Exhibit “4-A” be, and hereby is, approved on
thetermsset forth in the foregoing report of the President and Chief
Executive Officer; and be it

RESOLVED, That the Trustees hereby authorize a public
hearing on the terms of the proposed contractsfor the sale of
Expansion Power to Moog Inc. and Try-It Distributing Co., Inc., to be
held at the Niagara Power Project’s Power Vista Visitors Center; and
beit further

RESOLVED, That the Corporate Secretary be, and hereby is,
authorized to transmit copies of the proposed contract to the Governor,
the Speaker of the Assembly, the Minority Leader of the Assembly, the
Chairman of the Assembly Ways and M eans Committee, the
Temporary President of the Senate, the Minority Leader of the Senate
and the Chair man of the Senate Finance Committee pur suant to §1009
of the Public Authorities Law; and beit further

RESOLVED, That the Corporate Secretary be, and hereby is,
authorized to arrange for the publication of a notice of public hearing
in six newspaper sthroughout the State, all done in accordance with the
provisions of 81009 of the Public Authorities Law; and beit further

RESOLVED, That the Senior Vice President —Marketing and
Economic Development or hisdesignee be, and hereby is, authorized,
subject to the approval of the form thereof by the Acting General
Counsel, to enter into such agreements, and to do such other things, as
may be necessary or desirableto implement the Contracts as set forth
in the foregoing report of the President and Chief Executive Officer;
and beit further
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RESOLVED, That the Chairman, the Vice Chairman, the
President and Chief Executive Officer, the Chief Operating Officer and
all other officers of the Authority are, and each of them hereby is,
authorized on behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all agreements,
certificates and other documentsto effectuate the foregoing resolution,
subject to the approval of the form thereof by the Acting General
Counsdl.
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Annual Review of Hydropower Allocation Job Compliance

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

“Staff conducted the annual review of hydropower allocation job compliance covering the reporting period
from January through December 2010. The Trustees are requested to take no action regarding 27 customers holding
36 allocations that were not meeting job commitments, as described in Section |, and as set forth in Exhibit ‘5-A-2.
The Trustees are al so requested to approve reductions to allocations for three companies as described in Section 11,
and as set forth in Exhibit ‘5-A-3.

BACKGROUND

“Each year staff performs areview of all in-service hydropower allocation contracts for compliance with
agreed-upon job commitment levels. The contracts contain a customer commitment to retain and add a specific
number of jobs. For compliance evaluation, customers are required, by contract, to report the monthly employment
numbers for calendar year 2010 by March 1, 2011.

“If the reported twelve-month average employment level is below the compliance threshold of 90% of the
job commitment (or below 80% of the 2-year average for ‘vintage' customers, i.e., those having allocations prior to
1988), the Authority may reduce that customer’s power allocation proportionately.

DISCUSSION

“In 2010, the Authority had 123 hydropower customers holding 217 Replacement Power (‘RP’), Expansion
Power (‘EP’) and Preservation Power (‘PP’) alocation contracts. Of these, atotal of 104 customers held 189
contracts that required the customers to report job levels for 2010. The 189 contracts and allocation commitments
reviewed by staff represent total power allocations of 1,048 MW and total employment commitments of 30,274 jobs.
In the aggregate, these customers reported actual employment of 32,114 jobs. This represents 106% of the total job
commitment for hydropower customers reporting in 2010.

“For the year 2010, atotal of 137 of the 189 contracts reviewed were found to be compliant. These
compliant contracts are held by 73 companies. Additionaly, there are 11 companies with 12 contracts that, although
reporting employment below their total commitment, contractually have more time to attain the commitment levels.
These companies, included for information purposes, have newer allocations that are still within the time-frame
allowed per contract to create the new jobs committed to when the allocations were awarded. These twelve
contracts, together with the 137 compliant contracts, comprise 79% of the allocations reviewed and are listed in
Exhibit ‘5-A-1.

“Nevertheless, about 21% of the allocations reviewed were not meeting job commitments. Specificaly, 30
customers with 40 contracts reported actual 2010 job levels below the compliance threshold. The main cause of this
under-performance, as described by nearly every customer, was the continued effects of the economic downturn
which began in 2008. During 2010, many customers were again faced with the difficulty of meeting their job
commitments while trying to cope with the lasting effects of the 2008 — 2009 global financia crisis and national
recession. Although some industries and companies experienced improving conditions in 2010, the businesses that
did not meet job commitment levels cited continued challenges, including the loss of business stemming from
decreased sales and demand, as well as, in some cases, increased costs for raw materials, labor and regulatory
requirements. As the economy has struggled to grow, as evidenced by the persistently high national unemployment
rate, so have non-compliant customers struggled to increase employment, as detailed in Section | and |1 and listed in
Exhibit ‘5-A-2" and ‘5-A-3.

“Staff recommends the Trustees take no action regarding 27 non-compliant customers holding 36

allocations, as described in Section | and as set forth in Exhibit ‘5-A-2." Staff also recommends that the Trustees
approve reductions to allocations as described in Section 11 and set forth in Exhibit ‘5-A-3.’
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Section |
Non-Compliant Allocationsto Continue with No Change

Buffalo Newspress I nc., Buffalo, Erie County
Allocation: 200 kW of EP
Jobs Commitment: 149 jobs

Background: Buffalo Newspress Inc. (‘Buffalo Newspress'), founded in 1979, prints advertising inserts, brochures
and weekly newspapers. Although an award-winning company, it operatesin a declining industry. For the past
year, Buffalo Newspress averaged 113.1 jobs, which is 75.9% of its contractual commitment and down 5 jobs from
the previous year’s average. During the 2008-2009 recession, the company experienced a drop in business of nearly
30% which resulted in significant layoffs. During 2010, Buffalo Newspress saw improved sales volume as business
stabilized and began to turn around, however, not yet to the degree to increase hiring.

Recommendation: Saff recommends that the Trustees take no action at this time.
C & SWholesale Grocers, Inc., Lancaster, Erie County

Allocation: 550 kW of EP
Jobs Commitment: 682 jobs

Background: C & SWholesale Grocers, Inc. (‘CSWG’) provides warehousing and distribution servicesto
supermarket chains, independent grocers and military facilities across the nation. 1n 2010, CSWG averaged 583.8
jobs, or 85.6% of its contractual commitment. The company is below itsjob commitment due to the continued
effects of, and slow recovery from, the recession which had a significant impact on employment levelsin 2009.
CSWG's 2010 average was 57 jobs higher than the previous year’s average. It isimportant to note that the Board
approved areduction to CSWG'’s job commitment to 560 jobs for the extended term (2013 — 2020) during last year’s
WNY contract extension initiative.

Recommendation: Saff recommends that the Trustees take no action at this time.

CertainTeed, Buffalo, Erie County
Allocation: 3,100 kW of EP
Jobs Commitment: 157 jobs

Background: CertainTeed Corporation (‘ CertainTeed’), awholly-owned subsidiary of the Saint—Gobain company,
isavinyl fence, deck and railing manufacturer. 1n 2010, CertainTeed averaged 120.3 jobs, or 76.6% of its
contractual commitment. The company was directly impacted by the challenging economic conditions of the
building industry, experiencing a significant reduction in demand for its products over the last several years. The
company continues investing in research and development and capital equipment at its Buffalo facility and expects
to increase employment as sales volume increases. It isimportant to note that the Board approved a reduction to
CertainTeed’s job commitment to 113 jobs for the extended term (2013 — 2020) during last year’ sWNY contract
extension initiative.

Recommendation: Saff recommends that the Trustees take no action at this time.
Coyne Textile Services, Buffalo, Erie County

Allocation: 350 kW of EP
Jobs Commitment: 93 jobs

Background: Coyne Textile Services, (‘CTS') is afamily-owned business that provides textiles rental products
(work uniforms, shop floor mats, etc.) and laundering services. For the past year, CTS averaged 40.5 jobs, or 43.5%
of its contractual commitment. Thisisadlight decrease from the previous year. CTS was unable to increase its
headcount last year citing the difficult economy and decline in its customer base. The company recently
implemented a growth plan, certifying workers at its Buffalo location, to be more attractive to food-based customers
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from restaurant, chain store and food processing plants. It isimportant to note also that the Board approved a
reduction to CTS'sjob commitment to 52 jobs for the extended term (2013 — 2020) during last year’s WNY contact
extension initiative.

Recommendation: Saff recommends that the Trustees take no action at thistime.
E.l. DuPont de Nemours & Co., Niagara Falls, Niagara County

Allocation: 3,000 kW of RP
Jobs Commitment: 260 jobs

Background: E.l. DuPont de Nemours & Co. (‘DuPont’) is a manufacturer of chemicals for the intermediate
chemicals markets. For the past year, DuPont averaged 202.4 jobs, i.e., 77.8% of its contractual commitment.
DuPont has two other allocations at this |ocation exceeding compliance levels at 88% for a vintage all ocation and
another at 114.3%. In spite of the economic downturn, DuPont started to see improvementsin 2010. The company
increased its headcount by 27 jobs, from January to December’s monthly average, and hired 9 more employees
during the first quarter of 2011. It isimportant to note that the Board approved areduction to DuPont’s job
commitment to 195 jobs for the extended term (2013 — 2020) during last year’ sSWNY contract extension initiative.

Recommendation: Saff recommends that the Trustees take no action at this time.
Ford Motor Company, Buffalo, Erie County

Allocations: 4,300 kW and 2,900 kW of EP
Jobs Commitments: 950 jobs

Background: Ford Motor Company (‘ Ford') opened its Buffalo Stamping Plant in 1950, where it manufactures
doors, floor pans, quarter panels and some inner-body components. The components then go to other Ford assembly
plants and distributions center throughout the U.S. and Canada. 1n 2010, Ford averaged 840.0 jobs, or 88.4% of its
contractual commitment. The automotive industry has undergone a dramatic transformation over the past several
years. The downturn in the economy has forced significant changes in the way Ford does business, which has
adversely affected employment levels.

Recommendation: Saff recommends that the Trustees take no action at this time.
Global Abrasive Products, Inc., Lockport, Niagara County

Allocations: 150 kW of EP
Jobs Commitments: 45 jobs

Background: Global Abrasive offers a complete selection of abrasive products for metal and woodworking
applications. For the past year, Global Abrasive averaged 39.7 jabs, i.e., 88.2% of its contractual commitment. The
continued weakness in the overall economy is the primary factor influencing the company’ s employment levels.
Global Abrasive's business had dropped 30% to 40% in 2009, and only came back 13% in 2010. The company
expects to be able to meet itsjob commitment level in 2011.

Recommendation: Saff recommends that the Trustees take no action at thistime.
Goodyear Dunlop Tires North American Ltd., Tonawanda, Erie County

Allocation: 800 kW & 850 kW of RP and 6,000 kW of EP
Jobs Commitment: 1449 jobs, 1422 jobs & 1412 respectively

Background: Goodyear Dunlop Tire Company N.A. (‘ Goodyear Dunlop’) manufactures tires for automobiles,
motorcycles and all-terrain vehicles at its Tonawanda facilities. For the past year, Goodyear averaged 1237.8 jobs,
or 85.4%, 87.0% and 87.7% of its contractual commitments, respectively. The company is above commitment
levels associated with its two vintage RP allocations (4,191 kW and 250 kW) and it istrending up with an increase
of 53 jabs. It isimportant to note that the Board approved areduction to Goodyear Dunlop’s job commitment to
1,239 jobs for the extended term (2013 — 2020) during last year’sWNY contract extension initiative.
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Recommendation: Saff recommends that the Trustees take no action at thistime.

Greatbatch, Inc, Clarence/Alden, Erie County
Allocation: 1,500 kW of EP
Jobs Commitment: 368 jobs

Background: Greatbatch isaleading developer and manufacturer of battery and precision engineered components

used in medical devices as well asfor commercial applications. For the past year, Greatbatch averaged 316.9 jobs,

i.e., 86.1% of its contractual commitment. Although the economic climate continued to be challenging during 2010,
the company was able to increase employment by 5%, or about 15 jobs, through gainsin new product growth. It is
important to note that the Board approved a reduction to Greatbatch’s job commitment to 333 jobs for the extended
term (2013 — 2020) during last year’sWNY contact extension initiative.

Recommendation: Saff recommends that the Trustees take no action at thistime.
Honeywell International, Buffalo, Erie County

Allocation: 300 kW of RP
Jobs Commitment: 168 jobs

Background: Honeywell International (‘Honeywell’), atechnology research and manufacturing conglomerate,
develops and produces atmospherically safe fluorocarbons at its Buffalo facility. For the past year, Honeywell
averaged 150 jobs, i.e., 89.3% of its contractual commitment. Honeywell is still very committed to its Buffalo
facility, as seen by the increase in staffing levels as 2010 progressed. During the last quarter 2010, the company
averaged 161 jobs and continues to trend up in 2011.

Recommendation: Saff recommends that the Trustees take no action at thistime.
Ingram Micro Corporation, Williamsville, Erie County

Allocation: 900 kW of EP
Jobs Commitment: 1,525 jobs

Background: Ingram Micro Corporation (‘Ingram’) is aleading wholesale distributor of microcomputer products
worldwide, including hardware, software and networking equipment. For the past year, Ingram averaged 1,223.3
jobs, i.e., 80.2% of itsjob commitment. Ingram reported that its business rebounded sharply and it was able to add
46 jobsin 2010. The company anticipates employment will continue to trend upward into 2011. Ingram continued
to invest in its state-of-the-art facility to remain competitive. It isimportant to note also that the Board approved a
reduction to Ingram’ s job commitment to 1,293 jobs for the extended term (2013 — 2020) during last year’ sWNY
contact extension initiative.

Recommendation: Saff recommends that the Trustees take no action at this time.
International Imaging M aterials, Inc., Amherst, Erie County

Allocations: 1,000 kW of EP and 250 kW of RP
Jobs Commitments: 499 jobs and 393 jobs, respectively

Background: International Imaging Materials, Inc. (‘International Imaging’), in business since mid-1980,
manufactures thermal transfer ribbons. For the past year, International |maging averaged 325.9 jobs, i.e., 65.5% and
82.9% of its contractual commitments, respectively. Thisis an increase from the previous year. In 2010, the
company was able to add an additional 11 employees and is cautiously optimistic about its growthin 2011. Itis
important to note that the Board approved a reduction to International Imaging’s job commitment to 310 jobs for the
extended term (2013 — 2020) during last year’ sSWNY contract extension initiative.

Recommendation: Saff recommends that the Trustees take no action at this time.
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L ockheed M artin, Niagara Falls, Niagara County
Allocation: 250 kW of RP
Jobs Commitment: 45 jobs

Background: Lockheed Martin (‘ Lockheed') manufactures gravity gradiometer technology for the U. S. Navy and
commercial use. For the past year, Lockheed averaged 35.7 jobs, i.e., 79.4% of its contractual commitment. Due to
the state of the economy and restrictions on defense spending, the company did not experience much growth in
2010. The company managed to maintain about the same employment levels as the previous year and anticipate the
same job levels throughout 2011.

Recommendation: Saff recommends that the Trustees take no action at this time.
Luvata Buffalo, Inc., Buffalo, Erie County

Allocation: 250 kW of RP
Jobs Commitment: 831 jobs

Background: LuvataBuffalo, Inc. (‘Luvata’) manufactures copper and brass sheets and rolls. For the past year,
Luvata averaged 593 jobs, i.e., 71.4% of its contractual commitment. Thisisasignificant increase, 48 jobs, from
the previous year's average. Businessimproved during 2010 and the trend is positive. It isimportant to note that
the Board approved areset of all of Luvata’'sjob commitmentsto 575 jobs for the extended term (2013 — 2020)
during last year’ sSWNY contract extension initiative.

Recommendation: Saff recommends that the Trustees take no action at this time.
Malyn Industrial Ceramics, Inc., Clarence, Erie County

Allocation: 150 kW of EP
Jobs Commitment: 13jobs

Background: Malyn Industrial Ceramics (‘Malyn’) isalow-cost producer of advanced ceramic components. For
the past year, Malyn averaged 10 jobs, i.e. 76.9% of its contractual commitment. The company gave back 175 kW
of itsoriginal 325 kW EP allocation which represented a 54% reduction in its contract allocation and the Board
approved ajob commitment reduction based proportionally to the reduced contract demand. Due to the state of the
economy Malyn continues to struggle to grow but is confident the current job commitment will be attained.

Recommendation: Saff recommends that the Trustees take no action at thistime.
Niagara Ceramics Corporation, Buffalo, Erie County

Allocations: 250 kW & 600 kW of RP & 250 kW of EP
Jobs Commitments: 190 jobs

Background: Niagara Ceramics Corporation (‘ Niagara Ceramics’), founded in 2003, produces dinnerware. For the
past year, Niagara Ceramics averaged 120.5 jobs, i.e., 63.4% of its contractual commitments. Thisisan increase of
15 jobs from the previous year. 1n September of last year, Niagara Ceramics had to slow operation due to an

unusual slowdown in itsincoming order volume. This continued through the holiday season and into the first
quarter of 2011. Recently, the company started to see an increase in volume, mainly attributed to its exposure at
national trade shows. The company plans to add additional employees during the 2™ quarter 2011. It isimportant
to note that the Board approved areduction to Niagara Ceramics' job commitment to 140 jobs for the extended term
(2013 — 2020) during last year’sWNY contract extension initiative.

Recommendation: Saff recommends that the Trustees take no action at thistime.
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Niagara L aSalle Corporation, Buffalo, Erie County
Allocation: 700 kW and 700 kW of RP respectively
Jobs Commitment: 164 jobs and 92 jobs respectively

Background: NiagaraLaSalle Corporation (‘Niagara LaSalle') manufactures cold-finished and thermal -treated
steel bars. Niagara LaSalle averaged 72.9 jobs, i.e., 44.5% and 79.3% of its contractual commitments, respectively.
Thisis an average decrease of 5 jobs from the previous year. 1n 2009, the total business volume of shipments for
Niagara LaSalle Corporation declined 44%, with the Buffalo facility registering a 38% sal es decline from the prior
year. The company was forced to reduce staffing levels at all its facilities, including 38 employees between January
and December 2009. Conditions stabilized in 2010 and the company recalled employees to its workforce in January
2011. The company isoptimistic that sales volume and employment levels will increase in the near future.

Recommendation: Saff recommends that the Trustees take no action at thistime.

Nuttall Gear Company, Niagara Falls, Niagara County

Allocation: 350 kW of EP

Jobs Commitment: 135jobs

Background: Nuttall Gear Company (‘Nuttall’) manufactures enclosed gear drives for industrial, commercial,
transportation and utility applications. For the past year, Nuttall averaged 94.2 jobs, or 69.8% of its contractual
commitment. Thisisan average increase of 6 jobs from the previous year. The company was forced to operate with
fewer employeesin 2010 due to continuing soft economic conditions. Nuttall istrending up towardsitsjob
commitment, adding 12 employees between January 2010 and December 2010.

Recommendation: Saff recommends that the Trustees take no action at thistime.

PEM CO —Precision Electro Minerals Co., Inc., Niagara Falls, Niagara County

Allocation: 800 kW of RP

Jobs Commitment: 22 jobs

Background: PEMCO — Precision Electro Minerals Co., Inc. (‘PEMCQO’) makes and sells fused silicafor use in the
foundry and refractory industry. For the past year, PEMCO averaged 17 jobs, i.e., 77.3% of its contractual
commitment. Thisis an average increase of 13 jobs over the previous year. During the last quarter of 2010, the
company reached a headcount of 21 jobs and has maintained this level for the first quarter of 2011. The company
anticipates a continued trend upwards above its commitment level this year.

Recommendation: Saff recommends that the Trustees take no action at thistime.

Protective Industries, Inc., Buffalo, Erie County
Allocation: 250 kW of EP
Jobs Commitment: 310 jobs

Background: Protective Industries (‘Pl") manufactures plastic caps, plugs and temperature-control equipment
through plastic injection molding and vinyl dip molding and extrusion. For the past year, the company averaged
258 jabs, or 83.2% of its contractual commitment. Thisis an average increase of 24 jobs from the previous year.
Due to economic conditions, Pl found it necessary to reduce its workforce in 2009. However, the company
experienced arelatively good rebound in 2010, ending the year with 33 more jobs than were on payroll at the
beginning of the year. Business hasimproved and the company remains optimistic about the continuing trend up
toward its commitment in 2011.

Recommendation: Saff recommends that the Trustees take no action at this time.
Rosina Food Products, I nc., Cheektowaga, Erie County

Allocation: 200 kW of EP
Jobs Commitment: 270 jobs

Background: Rosina Food Products Inc., (Rosina Food') manufactures food products that are distributed
nationally from its production facility in Buffalo. For the past year, Rosina Food averaged 221.6 jobs, or 83.1% of
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its contractual commitment. The company’s overall sales volume declined in 2010, due to the ‘ soft’ national
economy and competitive pressures. Also, unseasonable weather conditions during the company’ s peak months
limited produce supply that resulted in less product availability. The company has made a significant financial
investment of $1.2 million in equipment and improvements to the facility for a new product line. It has recently
hired an additional 13 employeesto support this new line. The company is confident it can exceed the job
commitment level for 2011 and beyond. It isimportant to note that the Board approved a reduction to Rosina
Food's job commitment to 235 jobs for the extended term (2013 — 2020) during last year’ sSWNY contact extension
initiative.

Recommendation: Saff recommends that the Trustees take no action at this time.
Rubber Form Recycled Products, LL C, Lockport, Niagara County

Allocation: 500 kW of EP
Jobs Commitment: 30jobs

Background: RubberForm Recycled Products, LLC (‘ RubberForm’) is a start-up company manufacturing products
made from 100% New Y ork recycled crumb rubber, such as traffic sign bases, parking lot wheel stops, speed
bumps, dock bumpers and various other products. For the past year, RubberForm averaged 12.5 jobs, i.e. 42% of
its contractual commitment. Thisis an increase from the previous year of 5 jobs on average. 1n 2009, RubberForm
placed a freeze on hiring due to economic effects of the recession. Business conditionsimproved in 2010 and the
company was recently awarded a multi-year contract.

Recommendation: Saff recommends that the Trustees take no action at thistime.
Special M etals Corporation, Dunkirk, Chautauqua County

Allocation: 1,000 kW of EP
Jobs Commitment: 81 jobs

Background: Special Metals Corporation (‘SMC') isaworld leader in super-alloy technology, using vacuum
induction melting methods to produce super-alloys for military and civilian use in jet engine turbines. For the past
year, SMC averaged 72.3 jobs, i.e., 89.3% of its commitment. Additionally, the company has been above the 90%
threshold since May of last year.

Recommendation: Saff recommends that the Trustees take no action at this time.
TAM Ceramics Group of New York, LLC, Niagara Falls, Niagara County

Allocations: 7,000 kW of RP & 500 kW of EP
Jobs Commitments: 100 jobs

Background: TAM Ceramics Group of New York, LLC (‘“TAM") isasupplier of dielectric powder to the passive
electronic component industry and zirconia-based ceramic powdersto the industry. For the past year, TAM
averaged 52 jobs, i.e. 52% of itsjob commitment. These two allocations are ‘vintage’ contracts with an 80% job
ratio based on a two-year average. In April 2010, TAM completed a management buyout of the facility and recently
celebrated its one-year anniversary of the new TAM. Now, effectively a start-up operation, the company is
currently working on a project that would require a multi-million dollar investment and hiring of 15 to 50 additional
employees. In 2010, TAM gave back 3,900 kW and was granted a job reduction from 152 jobsto 100 jobs. The
company is optimistic that, with continued investments and projected sales growth over the next year, it will be able
to meet its job commitment levels.

Recommendation: Saff recommends that the Trustees take no action at this time.
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The Carriage House Companies - Dunkirk Facility, Dunkirk, Chautaugua County
Allocation: 500 kW of EP
Jobs Commitment: 199 jobs

Background: The Carriage House Companies (‘ Carriage House/L akeside’) is a storage facility for both raw
materials and finished products associated with syrups. For the past year, Lakeside averaged 169.3 jobs, or 85.1%
of its contractual commitment. Thisis an increase from the previous year of about 12 jobs. The company operates a
sister facility in nearby Fredonia, which also has a hydropower alocation. Taken together, the company’s
commitment is 639 jobs and actual jobs reported for both were 672 jobs for 2010, representing a combined average
of 105.2%.

Recommendation: Saff recommends that the Trustees take no action at thistime.
Tulip Corporation, Niagara Falls, Niagara County

Allocations: 300 kW of EP and 1,200 kW of RP
Jobs Commitments: 110 jobs and 122 jobs respectively

Background: Tulip Corporation (‘ Tulip’), an injection-molding company, recycles rubber and plastic and
manufactures battery cases for the major battery manufacturers. For the past year, Tulip averaged 75.5 jobs, or
68.6% of its EP alocation and 61.9% of its RP allocation commitments. The RP alocationisa‘vintage’ contract,
with an 80% ratio threshold. This represents an increase of 20 jobs from the previous year. Tulip continuesto
aggressively pursue growth in its reprocessed material line, an emerging industrial jar markets. The company stated
that continued hydropower availability isvital to its recovery effort and increased employment. During the last
quarter of 2010 the company’s average job count was 92 jobs and it continues to trend up towards its contractual
commitment in 2011. It isimportant to note that the Board approved areduction to Tulip’s job commitment to 70
jobs for the extended term (2013 — 2020) during last year’ sWNY contract extension initiative.

Recommendation: Saff recommends that the Trustees take no action at this time.
Washington Mills Electro Minerals Corp., Niagara Falls, Niagara County

Allocation: 9,700 kW of RP
Jobs Commitment: 171 jobs

Background: Washington Mills Electro Minerals Corp. (‘Washington Mills') manufactures abrasive grains for
sandpaper and grinding wheels. For the past year, Washington Mills averaged 109.1 jobs, i.e., 63.8% of its
commitment. Thisis adecrease of about 14 jobs from the previous year. The economic difficulties have hit the
company’ sindustry particularly hard. Market conditions in most of its businesses have been unfavorable and this
decline in volume has affected its workforce. Some of Washington Mills product lines have lost approximately 60%
of its sales volume. The company is experiencing a slow recovery in sales volume, but remains hopeful sales will
turn around with the economy, leading to increased hiring. It isimportant to note that the Board approved a
reduction to the company’ s job commitment to 107 jobs for the extended term (2013 — 2020) during last year's
WNY contract extension initiative.

Recommendation: Saff recommends that the Trustees take no action at thistime.

Section |1
Allocationsto Be Reduced

APP Pharmaceuticals LL C, Grand Island, Erie County
Allocation: 700 kW of RP
Jobs Commitment: 508 existing jobs and 60 new jobs

Background: APP Pharmaceuticals, LLC (‘ APP’) develops, manufactures and markets i njectable pharmaceutical
products. The company has 2,000 kW of RP in service and is compliant, reporting 582 jobsin 2010. The company
was awarded a 700 kW RP alocation in June 2008, based on a commitment to invest $25 million for a business
expansion and the creation of 60 new jobs. The project entailed two programs. a small facility and equipment
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expansion and the purchase of afacility next door. Staff reviewed the project and has determined that the company
spent nearly 50% of the committed capital investment to complete the purchase of the facility. However, the
existing facility expansion was delayed and ultimately canceled. Although not completing the full project, APP has
already met the job creation commitment. Based on this outcome, staff is recommending a 200 kW reduction to the
700 kW allocation. The job commitment for the resulting 500 kW RP allocation will remain at 568 jobs.

Recommendation: Staff recommends that the Trustees approve a reduction of 200 kW from the original award of
700 kWw.

Contract Phar maceuticals L imited Niagara, Buffalo, Erie County
Allocation: 250 kW of RP
Jobs Commitment: 329 jobs

Background: Contract Pharmaceuticals Limited Niagara (' CPL"), a Canadian company, is a contract manufacturer
of dermatological products and various cold medicines under contract for other companies. For 2010, CPL averaged
283.7 jobs, or 85.6% of its contractual commitment. Thisisasdlight increase, up 4 jobs from the previous year.

CPL also hasa 750 kW EP allocation that met its 265 job commitment (107.1%). Due to a decline in contract
manufacturing orders, the company announced its decision to close the facility at the end of 2011. CPL will
continue operating until that time and has requested the Authority allow continued use of the allocations until
manufacturing ceases at the facility. Staff recommends a reduction to the 250 kW allocation based on the reported
job shortfall.

Recommendation: Saff recommends that the Trustees reduce the 250 KW RP allocation down to 200 kW.
Quebecor World Buffalo, Inc., Depew, Erie County

Allocation: 4,000 kW and 1,000 kW of EP
Jobs Commitment: 810 jobs and 1,015 jobs respectively

Background: Quebecor World Buffalo, Inc. (‘ Quebecor’) manufactures paperback books, magazines and tab-size
inserts. For the past year, Quebecor averaged 527 jobs, or 65.7% of its 810 job commitment and 52% of its 1,015
job commitment. Both allocations are both ‘vintage' contracts with an 80% job ratio. The company announced a
decision to close the facility by the end of 2011 and has requested the Authority allow continued use of the
allocations until manufacturing ceases at the facility. Staff recommends a reduction to the total 5,000 kW based on
the reported job shortfalls.

Recommendation: Saff recommends that the Trustees reduce the 4,000 kW allocation down to 3,150 kW and the
1,000 kW allocation down to 0 KW.

RECOMMENDATION

“The Senior Vice President — Marketing and Economic Development recommends that the Trustees take no
action on 27 customers holding 36 allocations as described in Section | and as set forth in Exhibit *5-A-2" and
recommends that the Trustees approve reductions to allocations as described in Section Il and as set forth in Exhibit
‘5-A-3.

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

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

RESOLVED, That the Trustees her eby take no action with
respect to companies and power allocations as set forth in Exhibit
“5-A-2" and reduce the power allocations of three customer s as set
forth in Exhibit “5-A-3" and asdescribed in the foregoing report of the
President and Chief Executive Officer; and beit further
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RESOLVED, That the Chairman, the Vice Chairman, the
President and Chief Executive Officer, the Chief Operating and all
other officers of the Authority are, and each of them hereby is,
authorized on behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all agreements,
certificates and other documentsto effectuate the foregoing resolution,
subject to the approval of the form thereof by the Acting General
Counsdl.
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6. Power for Jobs and Energy Cost Savings
Benefits Programs Compliance Review

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

“Staff conducted its annual review of job compliance for Power for Jobs (‘PFJ) and Energy Cost Savings
Benefit ("ECSB’) program customers. The review compared employment levels reported in the customers’ recent
applications to extend program benefits through June 30, 2012 to contractual job commitments. Eighty one percent
of these customers, or 402 of 498 allocations, were found to be in compliance, with the remaining 96 allocations
found to be non-compliant.

“Upon review of the job compliance for all customers continuing in the programs, staff recommends that
the Trustees take no action at this time to reduce the allocations found to be non-compliant for the PFJ and ECSB
customers, as detailed in Exhibits ‘6-B-1' and ‘6-B-2.

BACKGROUND

“The PFJ program provides either power or electricity savings reimbursements to businesses and not-for-
profit corporations that have agreed to retain or create jobsin New York State. Under the program’ s requirements,
businesses could have their benefits reduced if they fail to meet their contractual job commitments.

“The ECSB program provides a rate discount to customers participating in the Economic Development
Power, High Load Factor and Municipal Distribution Agency power programs. These businesses may also have
their benefits reduced if they fail to meet their contractual job commitments.

“On April 14, 2011, the Governor signed legidation authorizing a new economic development power
program called ‘ Recharge New Y ork’ to begin service on July 1, 2012. The legidation also authorized an extension
of the PFJ and the ECSB programs through June 30, 2012. In light of the desire to minimize disruption in receipt of
program benefits, the legislation required expedited extensions of PFJ and ECSB benefits and deferral of the job
compliance review until after the applicant had been awarded extended benefits.

“At its meeting on April 21, 2011, the Economic Development Power Allocation Board (‘EDPAB’)
recommended that the Authority’s Trustees approve the extension of benefits for 427 PFJ and 86 ECSB program
customers through June 30, 2012, including a recommendation to defer job compliance review until on or before
June 30, 2011.

“The Trustees approved the extension of both the PFJ and ECSB program allocations at their April 22,
2011 meeting. In addition, the Trustees also approved EDPAB’ s recommendation to defer the job compliance
review until on or before June 30, 2011.

“Upon request, at its June 27, 2011 meeting, EDPAB allowed more time for a compliance review to be
compl eted.

DISCUSSION

“Upon extension of the PFJ and ECSB programs, applications were sent to existing PFJ and ECSB
customers. Four hundred and twelve PFJ customers submitted applications to the Authority requesting extension of
their contracts. Fifteen PFJ customers chose to opt out of the program or did not submit an application. The
customers continuing in the program reported a total of 234,150 jobs as compared to 232,182 jobs, an aggregate of
their commitments. Thus, current PFJ participants reported employment levels at 101% of job commitments, in

aggregate.

“All ECSB customers submitted applications to the Authority requesting extension of their allocations and
program benefits. The customers reported atotal of 61,306 jobs as compared to 61,451 jobs, an aggregate of its
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commitments. Thus, current ECSB participants reported employment levels at nearly 100% of job commitments, in
aggregate.

“Eighty-one percent of the customers in the PFJ and ECSB programs are compliant, as detailed in Exhibits
‘6-A-1' and ‘6-A-2." The remaining nineteen percent, comprised of seventy-eight PFJ allocations, and eighteen
EDP, MDA, or HLF allocations receiving ECSB benefits, are not job compliant, as detailed in Exhibits ‘6-B-1" and
‘6-B-2.

“At its meeting on July 25, 2011, EDPAB recommended the Trustees take no action on non-compliant PFJ
and ECSB dllocations at thistime. EDPAB also resolved to preserve the ability to revisit job compliance action, if
deemed necessary and appropriate, at afuture time. Based on EDPAB’ s recommendation, and in consideration of
the state of the economy along with the short-term nature of these extended benefits, staff recommends that the
Trustees take no action at this time on the companies that were non-compliant, as detailed in Exhibits ‘6-B-1" and
‘6-B-2," while preserving the ability to revisit job compliance action for these all ocations at a future time.

“ Staff also advises the Trustees that, in the case of ECSB, only customers deemed to be in substantial
compliance are eligible for consideration to receive allocations under Recharge New Y ork.

RECOMMENDATION

“The Manager — Business Power Allocations and Compliance recommends that the Trustees take no action
at this time on Power for Jobs and Energy Cost Savings Benefit customers that are non-compliant, as detailed in
Exhibits‘6-B-1" and ‘6-B-2,” while preserving the ability to revisit job compliance action for these allocations at a
futuretime.

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

Mr. James Pasguale presented highlights of staff's recommendation to the trustees. In responseto a
question from Trustee O'Luck, Mr. Pasguale said that the Authority intends to conduct extensive marketing for
the Recharge New York (“RNY”) program so that companies that were not a part of the Power for Jobs (“ PFJ")
or Energy Cost Savings Benefit (“ECSB”) programs will have an opportunity to apply for power under the new
program.

I'n response to concerns expressed by Trustee Nicandri as to possible conflict of interest with him being a
member of both EDPAB and the Board of Trustees, Ms. Judith McCarthy said that, in the interest of caution, he
can recuse himself from voting on thisitem today and she will get back to him with a response regarding his
concerns.

Trustees Nicandri, Curley and LeChase recused themselves from voting on thisitem.

The following resolution, as submitted by the President and Chief Executive Officer, was adopted by a vote
of 4 to 3 with Trustees Nicandri, Curley and L eChase recusing themsel ves.

WHEREAS, the Economic Development Power Allocation
Board (“EDPAB") hasrecommended that the Authority Trusteestake
no action at thistime on Power for Jobs (“PFJ”) customersand Ener gy
Cost Savings Benefit (* ECSB”) customer sthat are non-compliant, as
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detailed in Exhibits“6-B-1" and “ 6-B-2,” while preserving the ability to
revisit job compliance action for these allocations at a futuretime;

NOW THEREFORE BE IT RESOLVED, That the Senior Vice
President — M arketing and Economic Development, or his designee be,
and hereby is, authorized to negotiate and execute any and all
documents necessary or desirableto effectuate the foregoing subject to
the approval of the form thereof by the Acting General Counsel; and be
it further

RESOLVED, That the Chairman, the Vice Chairman, the
President and Chief Executive Officer, the Chief Operating Officer and
all other officers of the Authority are, and each of them hereby is,
authorized on behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all certificates,
agreements and other documentsto effectuate the foregoing
resolutions, subject to the approval of the form ther eof by the Acting
General Counsdl.
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7. Increasein Hydroelectric Preference Power Rates—
Notice of Proposed Rule M aking and Reinstatement of
Tariff Provisonsfor Preference and Industrial Power Rates

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

“The Trustees are requested to approve a Notice of Proposed Rule Making (‘NOPR’) to increase the rates
for preference power supplied from the Niagara and St. Lawrence Hydroelectric Projects (‘Hydro Projects’). In
accordance with the requirements of the State Administrative Procedure Act (‘ SAPA’), the Trustees are also
requested to direct the Corporate Secretary to publish the NOPR in the New York State Register. This proposed rate
action would, if approved, implement the first preference power rate increase since May 2008, as the Trusteesin
March 2009 withdrew a previous NOPR which sought to raise such rates effective May 20009.

“The Authority’ s preference rates apply generally to salesto forty-seven municipal electric systems, four
rural electric cooperatives (collectively, ‘M& C customers'), three upstate investor-owned utilities (for the benefit of
their residential customers), the ‘Neighboring States’ customers® and the Niagara Project relicensing host
communities. Intotal, 1,892 MW of power and energy sold by the Authority is currently subject to the preference
power rate. Staff recommends that the proposed rates be phased-in over a 42-month period from November 2011
through April 30, 2015. Thisthree and a half-year rate proposal will help mitigate customer bill impactsto a great
extent.

“Further, the Trustees are requested to authorize the Secretary to schedule a public forum for obtaining the
views of interested parties, consistent with Authority ratemaking policy. After the 45-day comment period required
under SAPA, Authority staff will address any filed comments, including any comments raised at the public forum,
and return to the Trustees to seek final adoption of the revised preference power rates, which is anticipated to occur
at the October 25, 2011 Trustee meeting.

“The Trustees are also requested to approve the removal of their earlier suspension of two annual contract-
based rate adjustment mechanisms: the Rate Stabilization Reserve (or ‘RSR’)? applicable to preference power rates
and the price indices applicabl e to the production rates for a number of classes of Authority industrial customers
receiving hydroelectric power. Such suspensions were approved at the March 31, 2009 Trustee meeting affecting
sales to Replacement Power (‘RP’) and Expansion Power (‘EP’) customers and sales to General Motors (‘GM’) and
ALCOA/Reynalds.

BACKGROUND

Preference Power Rates

“At their April 24, 2007 meeting, the Trustees adopted a two-year rate plan for the 2007 and 2008 rate
years which extended from May 1, 2007 to April 30, 2009. No increase to these rates has occurred since May 2008,
the start of the final rate year under the two-year plan.

“Though the Trustees authorized a NOPR in January 2009 to increase the preference power rates for rate
years 2009 and 2010, this was later withdrawn. That proposal called for increasing revenues in the 2009 rate year
by $9.7 million as compared to the ratesin effect in the 2008 rate year and increasing revenues in the 2010 rate year
by $14.6 million as compared to the rates in effect in the 2008 rate year. Based on public comments, consideration
of the national economic downturn and the extent to which the downturn had adversely affected the region’s
customers, the Trustees, on March 31, 2009, approved the withdrawal of the NOPR, deferring the recovery of costs.
This action also included a suspension of the RSR, a contractual rate adjustment for preference power customers, to
ensure that the tariff rates do not over-collect or under-collect costs.

! These customers are certain municipal utility systemsin the states of Connecticut, Massachusetts, New Jersey,
Ohio, Pennsylvania, Rhode Island and Vermont.
2 The RSR is explained in the Discussion section, below.
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“The current rates consist of a demand charge of $2.96 per kilowatt (‘kW’) and an energy charge of $4.92
per megawatt-hour (‘MWHh'). At anindicative load factor of 70%, these rates equal $10.71/MWh, which compares
favorably to, and is about 73% lower than, the $39.22/MWh average hourly market rate for 2010 in the New Y ork
Independent System Operator (‘NYISO') Zone A located in western New Y ork.

“The proposed rate plan would allow rates to return to cost-based levelsin accordance with the
methodol ogies adopted in the April 29, 2003 final rate action approved by the Trustees. Such methodologies were
also agreed to by the M& C customers as part of the 2003 ‘global’ settlement agreement reached with the Authority.

Industrial Power Rates

“At their March 31, 2009 meeting, the Trustees suspended the production rate increases for industrial
customers receiving hydroelectric power. No increase to these rates has occurred since May 2008. Thetariffs
applicable to the RP, EP and GM customers specify that effective on May 1% of each year, the base production rates
will be adjusted by aformula employing four indices: the weighted average fuel cost, the Bureau of Labor Statistics
(‘BLS') Producer Price Index (‘PPI’) for Industrial Commodities, the BLS PPI for Industrial Electric Power and an
inflation adjustment (published by the U.S. Department of Commerce). The adjustment for the RP, EP and GM
customers that was expected in May 2009 would have increased production revenues by approximately $4 million
for the rate year based on the applicable indices.

“Similarly, for ALCOA/Reynolds, the applicable tariffs specify that the base rates are adjusted on May 1%
of each year. These adjustments are based on two industrial power price indices and an industrial commodities
index, each published by the U.S. federal government. The May 2009 adjustment to the ALCOA/Reynolds
production rates would have increased revenues by approximately $1.2 million for the rate year based on the
applicableindices.

DISCUSSION

Preference Power Rates and the Rate Stabilization Reserve

“The attached Preliminary Staff Report (‘ Staff Report,” attached as Appendix ‘ 7-A’") includes the Cost of
Service (' CoS') that sets forth the estimated costs required to serve the preference power customers from the
Authority’s Hydro Projects. Details of the CoS study are shown in Exhibit ‘A’ to the Staff Report. The CoS
continues the ratemaking methodol ogies adopted by the Trustees at their April 29, 2003 meeting. These
methodologies and principles include:

(8 The ‘labor/labor’ method (i.e. labor ratios) adopted by the Authority’ s Trustees on December 18, 2001 and
incorporated into the January 2003 Report on Hydroel ectric Production Rates (‘ January 2003 Report’) for
the allocation of Indirect Overheads.

(b) A capital cost recovery method described in the January 2003 Report reflecting the equity investment in,
and new debt issued, related to the Hydro Projects.

(c) Melding of St. Lawrence Project and Niagara Project costs for ratemaking purposes.

(d) Recovery inratesof al prudent Hydro Project relicensing, life extension and modernization costs incurred
by the Authority in the exercise of its broad discretion.

(e) Amortization over 20 years by the Authority of its actuarial estimate of its Other Postemployment Benefits
(‘OPEBs) liability as described in the January 2003 Report.®

® The January 2003 Report used the equivalent term Post Retirement Benefits Other than Pensions (‘ PBOPS') for
thisanalysis.
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(f) Useof the RSR for any under-collection or over-collection of the Authority’s hydroelectric CoS. The RSR
calculations will be done in a manner consistent with the hydroelectric CoS study contained in the January
2003 Report.

(g) The Authority will continue to credit the cost-based revenues from hydro energy sales in the hydroel ectric
CoS in the same manner as in the hydroel ectric CoS study contained in the January 2003 Report. The
credit will be based on the preference power tariff energy charge, as it changes from timeto time. Also, all
sales of capacity above the base level of capacity salesin the hydroelectric CoS study will be credited to the
RSR.

“Thetotal Hydro Projects’ costs, net of the ancillary service credits, are $230.6 million, $238.6 million,
$247.3 million and $255.6 million for the 2011 to 2014 calendar years, respectively. (Refer to Exhibit ‘A,’ page 2,
line 14 of Appendix ‘7-A’). The principa cost driver responsible for the increases is the ongoing capital
investments at the facilities, including the Niagara and St. Lawrence relicensing expenditures, and the life extension
and modernization for both the St. Lawrence Project and the Lewiston Pump-Generating Plant at the Niagara
Project. During the two years of the rate freeze and the four years of the proposed rate plan period, the Authority
will have invested over $490 million in the Hydro Projects.

“Consistent with past ratemaking practice, the costs used to set new rates starting in 2011 will be based on
projected calendar year 2011 costs, although the 2011 ‘rate year’ would extend only from November 1, 2011
through April 30, 2012. For the subsequent rate yearsin this proposed plan, Authority staff proposes to adopt its
traditional rate year approach, under which the new rate year will begin on May 1% of 2012, 2013 and 2014 and will
be based on projected calendar year costs for 2012, 2013 and 2014, respectively. The cost-based demand and
energy rates for the four rate years and the overall rates at the 70% load factor (before the recommended phase-in)
are shown below.

Demand Rate Energy Rate Effective Rate®
Rate Year* $/kW-month $/MWh $/MWh
2011 3.85 4.92 12.45
2012 3.97 4.92 12.69
2013 412 4.92 12.98
2014 4.32 4.92 13.37

“The 2011 increase reflects the change in costs from 2008 levels when rates were last reset at $10.71/MWh.
In comparison, had the ratesinitially proposed in January 2009 been put into effect, the 2010 rate year effective rate
would have been $12.04 per MWh.

“The Rate Stabilization Reserve, established in 1987, was designed to provide rate stability and to provide
amechanism by which to capture the under-recovery or over-recovery of costsrelative to the costs collected in the
fixed demand and energy charges of the tariff due to differencesin net generation and actual cost incurrence. By
design, if the RSR balance exceeds arange of -$25 million to +$25 million, a surcharge or credit will be assessed
against the preference power hydro rate over the ensuing 12-month period. Authority staff’s calculations show the
RSR balance as of December 31, 2010 to be about -$51.3 million, indicating a $26.3 million shortfall beyond the
-$25 million threshold. Most of this $26.3 million shortfall is attributable to the 2009 and 2010 cost-of-service
increases.

* Except for 2011, the preference power rate year runs from May 1 of the calendar year indicated to April 30 of the
following year. Due to the timing of this NOPR, the 2011 rate year would be from November 1, 2011 to April 30,
2012,

° Effective rate at 70% load factor.
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Phased-in Cost Recovery

“ Staff recommends phasing-in the cost-based proposed demand and energy rates over athree-year period in
order to mitigate customer impacts. The phase-in of the rates would result in an under-recovery of costs during the
two rate years ending April 30, 2013. These under-recovery amounts are estimated to be $12 millionin 2011 and $4
million in 2012 and would contribute to making the current RSR balance more negative. By the 2013 rate year, the
proposed increase would bring rates up to the current costs estimated for calendar year 2013. Starting with the 2014
rate year, the suspension of the RSR would be lifted and the Authority would begin to pay down the negative RSR
balance through the collection of an RSR surcharge. To mitigate cost impacts to the preference customers, steff
recommends that the RSR surcharge be limited to $0.50/MWh in 2014. Based on the current negative RSR balance,
staff anticipates that RSR surcharges will need to continue in the rate years subsequent to the years covered by the
proposed rate plan in order to bring the RSR balance back to the -$25 million level. Staff will keep the Trustees
informed regarding the RSR balance and will make further recommendations, as appropriate.®

“To the extent the Authority’s proposed rate plan defers projected costs to be collected beyond the rate year
in question, thisis consistent with the March 2009 action concerning the withdrawal of the preference rates NOPR
and the RSR surcharge suspension. That Trustee action resulted in the deferral of 2009 and 2010 rate year costs
which, nonetheless, would be ‘recovered over appropriate, subsequent year(s).” This proposed plan extends, in part,
the 2009 and 2010 deferrals.

“The proposed rate plan thus combines two elements: (1) a phase-in of the cost-based rates for each of the
three upcoming rate years with adeferral of full cost recovery until the third rate year in order to mitigate rate
impacts upon customers; and (2) a projected RSR surcharge starting with the 2014 rate year, capped at $0.50/MWh,
to start the process of collecting deferred costsin order to retire balances that exceed the -$25 million threshold.

RSR

Proposed Proposed ; 8
Rate Year’ Demand Rate Energy Rate Surcharge Eﬁ?/tll\X Svlflate
$/kW-month $/MWh $/MWh
2011 3.32 492 - 11.42
2012 3.70 492 - 12.16
2013 412 492 - 12.98
2014 4,32 492 0.50 13.87

“As has been the Authority’s practice, all RSR surcharges would be subject to an annual reconciliation
process and reported to the Trustees as necessary.

“For each year of the phase-in, the proposed rate change would impact a customer’s overall hill by less than
1% per month. For atypical municipal system residential customer paying about $72 per month for 1,000 kwWh of
electricity, the average increase would be about 60 cents per month for each year of the phase-in. For atypical
utility system residential customer paying about $89 per month for 650 kWh of electricity, the average increase
would be about 5 cents per month for each year of the phase-in. (Details are shown in Exhibit ‘B’ of Appendix
‘T7-A’)

® By the time new preference rates are made effective in November 2011, the RSR balance may need to be altered
due to the loss of a portion of the hydroelectric power sales made at preference power rates. Asaresult of Chapter
60 (Part CC) of the Laws of 2011, which directs NY PA to implement the Recharge New Y ork power program,

NY PA will be withdrawing 455 MW of firm hydroelectric power currently allocated to upstate utilities which is
priced at the preference power rate. To the extent staff anticipates that such withdrawal will affect the RSR balance
and the RSR surcharge in a material manner, staff will inform the Trustees and adjust the rate proposal accordingly
when it is submitted for final approval, which is anticipated to occur in October 2011.

" Runs from May 1 of the calendar year indicated to April 30 of the following year; for the 2011 rate year the period
would be November 1, 2011 to April 30, 2012.

® Effective rate at 70% load factor.
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“The proposed action to adjust the preference power rates must be posted for public comment in the New
York State Register. In addition, as a matter of Authority policy, any proposed action that would increase rates by
2% or more will be the subject of a public forum for the purpose of gathering the views of interested persons
concerning the proposal. Any comments received during this comment period, along with supporting staff analyses,
will be presented to the Board at the time the proposal is considered for final action, which is anticipated for the
October 2011 Trustee meeting. A final staff report will be issued shortly after this meeting and will reflect public
comments, staff analysis of those comments and the final action of the Trustees.

Industrial Power Rates

“In conjunction with the preference power rate increase, staff recommends removal of the suspension of the
indexed production rate increase for industrial customers.

“ Staff has updated the production rates for the RP, EP, GM and ALCOA/Reynolds customers applying
various economic indices and recommends the following proposed demand and energy rates for the 2011 rate year
commencing September 1, 2011. Though the Authority normally implements revised indexed rates effective May 1
of each year under its contracts, staff agrees to waive recovery of increased charges from the May 1 — August 31,
2011 period. Customers will receive the usual duration of notice for the increased industrial hydroelectric rates.

EP/RP/GM ALCOA Reynolds

Demand Energy Demand Energy Demand Energy
($'KW) ($MWh) ($'kW) ($MWh) ($/KW) ($MWh)

Current 517 8.84 4.31 8.52 4.38 8.67
Proposed 547 9.36 4.40 8.69 4.47 8.84

“Like the reinstatement of the RSR, the reinstatement of the price indices for the Authority’ s hydroel ectric
industrial customers can be achieved by Trustee approval and is not part of the NOPR described herein.

FISCAL INFORMATION

“Implementation of the proposed schedule of rate increases would allow the Authority to recover its costs
associated with serving the preference power customers. For the 2011 rate year, the estimated revenue increase
would be about $3.0 million. For the 42-month period from November 2011 through April 30, 2015, the estimated
cumulative base rate revenue increases would be about $56.4 million with the additional RSR surcharge of $3.3
million being collected from preference power customers for the period May 1, 2014 to April 30, 2015.

“In addition, the reinstatement of the price indices for the Authority’s hydroelectric industrial customers
would provide for an estimated revenue increase of about $3.5 million for the period September 1, 2011 to April 30,
2012.

RECOMMENDATION

“The Vice President — Financial Planning and Budgets recommends that the Trustees authorize the
Corporate Secretary to: (1) file notice for publication in the New York State Register of the proposed Authority
action to adjust the hydroelectric preference power rates; and (2) schedule a public forum for the purpose of
gathering the views of interested persons concerning the preference power customers.

“It isalso recommended that the Senior Vice President — Corporate Planning and Finance be authorized to
reinstate the Rate Stabilization Reserve mechanism used to cal culate surcharges/credits for preference power
customers.

“It isalso recommended that the Senior Vice President — Marketing and Economic Development be

authorize to reinstate the application of indices used to calculate revised production rates for the Authority’s
industrial hydroelectric power customers.

35



July 26, 2011
“It isalso recommended that the Senior Vice President — Marketing and Economic Development, or his
designee, be authorized to issue written notice of the proposed actions to the affected customers.

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

Mr. Donald Russak provided highlights of staff’s recommendation to the Trustees. In responseto a
guestion from Trustee Mark O'Luck, Mr. Russak said that following the discussions with him on the subject,
staff, in consultation the Authority’s Communications department, modified its outreach efforts with elected
officials and affected customers. Trustee Dyson added that, in addition to the fact that the Authority islegally
obligated to take this action, the Authority is requesting a modest increase which would be phased-in over four
yearsin order to reduce the impact on its customers. Chairman Townsend suggested that, since staff is
requesting approval to file a notice of proposed rulemaking and to conduct a public forum, the Board should wait
for customer responses after the hearing before considering engagement of outside marketing assistance.

Trustee Dyson said in an effort to show that the Authority istaking measures to contain costs, for example,
reductionsin spending in order to cut down its overhead (personnel; salary levels; contributionsto outside
organizations; obligations under the relicensing agreements), in keeping with Governor Cuomo’s ten percent cost
reduction goal, he would request that Ms. Elizabeth McCarthy provide a budget plan for the Board' sreview at
the September meeting.

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

RESOLVED, That the Corporate Secretary of the Authority
be, and hereby is, directed to file such notices as may be required with
the Secretary of Statefor publication in the New York State Register
and to submit such other notice as may be required by statute or
regulation concer ning the proposed preference power rateincrease;
and beit further

RESOLVED, That the Corporate Secretary of the Authority
be, and hereby is, directed to schedule a public forum for the purpose
of obtaining the views of interested persons concer ning the Authority’s
proposed action to adjust the hydroelectric preference power rates, as
set forth in the foregoing report of the President and Chief Executive
Officer; and beit further

RESOLVED, That the Senior Vice President — Corporate
Planning and Finance or hisdesignee be, and hereby is, authorized to
reinstate the Rate Stabilization Reserve surcharge/credit mechanism
applicable to hydroelectric sales made at the preference power rate no
later than May 2014; and beit further
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RESOLVED, That the Senior Vice President —Marketing and
Economic Development or hisdesignee be, and hereby is, authorized to
reinstate the priceindicesto effectuate revised production rates for
industrial hydroelectric power customer s commencing September
2011; and beit further

RESOLVED, That the Senior Vice President —Marketing and
Economic Development or hisdesignee be, and hereby is, authorized to
issue written notice to affected customer s of this proposed hydroelectric
preference power rate action and industrial customer rate action; and
beit further

RESOLVED, That the Chairman, the Vice Chairman, the
President and Chief Executive Officer, the Chief Operating Officer and
all other officers of the Authority are, and each of them hereby is,
authorized on behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all agreements,
certificates and other documentsto effectuate the foregoing resolution,
subject to the approval of the form thereof by the Acting General
Counsdl.
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8. Niagara Power Project — Lewiston Pump Generating
Plant Life Extension and M oder nization Program —
Static Excitation Systems Procurement — Contract Award

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

“The Trustees are requested to approve the award of anine-year contract to GE Energy Control Solutions,
Inc. (‘GE"), in the amount of $4.0 million for the procurement of 13 Static Excitation Systems (‘ SES’) and
associated items, as part of the Life Extension and Modernization (‘LEM’) Program at the Lewiston Pump
Generating Plant (' LPGP").

BACKGROUND

“In accordance with the Authority’ s Expenditure Authorization Procedures, the award of non-personal
services contracts in excess of $3 million or contracts exceeding a one-year term requires Trustee approval.

“At their June 29, 2010 meeting, the Trustees approved the Lewiston Pump Generating Plant Life
Extension Program at the estimated cost of $460 million and authorized capital expendituresin the amount of $131
million. Thisrequested contract award is a part of the previous capital expenditure authorization. Asaresult of the
LPGP modernization, an increase in pump efficiency will be realized and the SES requires an increase in capacity
rating to support the pumping capacity increase. In addition, the plant’s aging rotary exciters are at the end of their
useful life and are becoming increasingly difficult to maintain.

DISCUSSION

“The scope-of-work under this contract includes the design, manufacturing, delivery and commissioning of
the SES, aswell astechnical support during the installation. The installation of the SES will be performed under a
separate contract. The SESs are scheduled to be delivered prior to the first Unit outage in December 2012. The
installation of the SES will take place as per the Unit Outage schedule of the LPGP LEM Program.

“The Authority issued an advertisement to procure bids in the New Y ork State Contract Reporter and bid
packages were available as of February 28, 2011. The bid documents were downloaded by 27 potential bidders and
8 potential bidders participated in asite visit on March 9, 2011.

“The following proposals were received on April 26, 2011:

Bidder L ocation Lump Sum
GE Energy Control Solutions, Inc. Longmont, CO $3,996,630.00
Eaton Corporation Leroy, NY $5,350,035.00
Voith Hydro York, PA $6,804,600.00
ABB, Inc. Quebec, Canada $6,878,167.00
Emerson Pittsburgh, PA $10,064,079.00

“The proposals were reviewed by an evaluation committee comprising staff from Engineering,
Procurement, Niagara Site Personnel and Project Management.

“GE’s bid was the lowest-priced and was eval uated as technically acceptable. GE, which has extensive
experience in electrical construction and projects of this magnitude and demonstrated knowledge of the scope of
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work, is capable of completing this project in atimely manner. GE has performed satisfactory work for the
Authority on prior projects.

“The estimated cost of this work is within the authorization of this project which was approved by the
Trustees at their June 29, 2010 meeting; this work isincluded in the 2011 approved Capital Budget. Future funding
will beincluded in the Capital Budget request for that year.

FISCAL INFORMATION

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

RECOMMENDATION

“The Executive Vice President and Chief Engineer — Power Supply, Senior Vice President — Power Supply
Support Services, the Vice President — Project Management, the Vice President — Engineering, the Vice President —
Procurement, the Project Manager and the Regional Manager — Western New Y ork recommend that the Trustees
approve the award of a multi-year contract to GE Energy Control Solutions, Inc. of Longmont, CO, in the amount of
$4.0 million.

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

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

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, approval is hereby
granted to award a nine-year contract to GE Energy Control Solutions,
Inc. of Longmont, CO, in the amount of $4.0 million, for the
procurement of 13 Static Excitation Systemsas part of the Life
Extension and M oder nization program to renovate and moder nize the
Lewiston Pump Generating Plant, asrecommended in the foregoing
report of the President and Chief Executive Officer;

Contractor Contract Approval

GE Energy Control Solutions, Inc. $4.0 million
Longmont, CO

AND BE IT FURTHER RESOLVED, That the Chairman, the
Vice Chairman, the President and Chief Executive Officer, the Chief
Operating Officer and all other officers of the Authority are, and each
of them hereby is, authorized on behalf of the Authority to do any and
all things and take any and all actions and execute and deliver any and
all agreements, certificates and other documentsto effectuate the
foregoing resolution, subject to the approval of the form ther eof by the
Acting General Counsel.
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9. Procurement (Services) Contract —EME Group,
WSP Flack & Kurtz and Horizon Energy Services—
Retro-Commissioning

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

“The Trustees are requested to approve the award of retro-commissioning, third party commissioning and
project implementation services with the firms of EME Group, WSP Flack and Kurtz and Horizon Engineering for
an aggregate amount of $25 million (initial award $5M each) in connection with the Authority’s Governmental
Customers Energy Efficiency Services Programs (' GCESP’). These funds will be taken from program funds
previously approved by the Trustees, so no additional funding is requested at thistime.

“As provided in the 2005 Long-Term Agreements governing the supply of eectricity (‘LTAS') with the
Authority’s Governmental Customers, these funds, along with the cost of advancing these funds, will be recovered
from the customers participating in the GCESP.

BACKGROUND

“Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement Contracts
require the Trustees' approval for procurement contracts involving services to be rendered for a period in excess of
one year.

“In accordance with the Authority’ s Expenditure Authorization Procedures, the award of non-personal
services or equipment contracts in excess of $3 million, as well as personal services contracts in excess of $1 million
if low bidder, or $500,000 if sole source or non-low bidder, require the Trustees' approval.

“The Trustees previously authorized funding in the amount of $1.5 billion to finance energy efficiency and
clean energy technology projects for the Authority’s Governmental Customers. Subsequent to the Trustees
authorization of funding, the City of New Y ork has significantly increased its participation in the Authority’s
GCESP in order to meet Mayor Bloomberg's plaNY C goals. It isanticipated that the City will release $25 million
in Retro-Commissioning and Third Party Commissioning initiatives over the next three years, specifically to meset
the requirements of the newly-approved Local law 87. Local law 87 requires al private and public buildings over
50,000 sg-ft to be retro-commissioned.

“Retro-commissioning is the process by which existing building systems are evaluated with the idea of
optimizing operation, maintenance and performance in accordance with the existing use of the building. The intent
isto develop energy savings from existing buildings that suffer from one or more of the following: poor initial
design, multiple renovations, changes to control settings and poor operating and maintenance procedures. Energy
savings are derived from either the replacement or rehabilitation of poor performing equipment or changesin use
and system operation.

DISCUSSION

Contractor Selection

“On April 25, 2011, the Authority advertised a Request for Proposals (‘RFP’) in the New Y ork State
Contract Reporter soliciting firms interested in providing retro-commissioning services for the GCESP. Asaresult
of that advertisement and invitations to bid, 74 firms downloaded the RFP from the Authority’s website. Eighteen
firms attended the mandatory bidders' conference held on May 4, 2011 to explain the proposed scope-of-work and
provide an opportunity for potential biddersto ask questions and seek clarification.

40



July 26, 2011

“On May 24, 2011, nine firms submitted bids for the program. The bids were eval uated based on a number
of technical criteria and cost by ateam of staff members. These criteriaincluded the firm’s and its personnel’s
relevant technical experience in conducting retro-commissioning surveys and preparing retro-commissioning plans,
including third party commissioning; fees; practical knowledge of building systems and energy-efficiency driven
projects; quality of specifications; operation and maintenance manuals and the firm’s financial security. Asaresult
of staff’s evaluation, staff recommends awarding contracts to the following firms which offered the best services at
the lowest cost: EME Group, WSP Flack & Kurtz and Horizon Engineering. The contracts would cover athree-year
period starting in August 1, 2011 and ending in July 31, 2014.

EME Group (‘EME’)

“Headquartered in New Y ork City, EME, the best evaluated bidder, is a full-service consulting engineering
group that provides turnkey energy conservation services, including retro-commissioning, third-party
commissioning development, design and construction implementation of energy efficiency and sustainable design
projects. EME has been in business for over 20 years and has been recognized over the years for its contributions to
energy efficiency.

WSP Flack and Kurtz (‘ Flack & Kurtz')

“With offices worldwide, including New Y ork City, Flack & Kurtz, the second best evaluated bidder, isa
full-service engineering company that provides turnkey energy conservation services, including retro-
commissioning, third-party commissioning, development, design and construction implementation of energy
efficiency and sustainable design projects. Flack & Kurtz has been in business for over 20 years and has been
recognized over the years for its contributions to energy efficiency and sustainable design.

Horizon Engineering Associates (‘Horizon')

“Headquartered in New Y ork City, Horizon, the third best evaluated bidder, is a full-service consulting
engineering company that provides turnkey energy conservation services, including retro-commissioning, third-
party commissioning development, design and construction implementation of energy efficiency and sustainable
design projects. Horizon has also been in business for over 20 years and is recognized as one of the nation’ s leading
providers of commissioning and sustainable consulting of building systems.

FISCAL INFORMATION

“No additional funding is requested to implement the Authority’s service offering under the GCESP. The
existing funding will be provided from the proceeds of the Authority’s Commercial Paper Notes and/or the
Operating Fund. In addition, projects may be funded, in part, with monies from the Petroleum Overcharge
Redtitution (‘POCR’) fund. All Authority costs, including Authority overheads and the costs of advancing funds,
but excluding any grant of POCR funds, will be recovered consistent with other Energy Services and Technology
Programs.

RECOMMENDATION

“The Acting Senior Vice President — Energy Services and Technology recommends that $25 million of the
previously approved funding for the Governmental Customer Energy Services Program be allocated and that
procurement services contracts for Retro-Commissioning I mplementation Contractor services be awarded to EME
Group, WSP Flack & Kurtz and Horizon Engineering.

For the reasons stated, | recommend the approval of the above-requested action by adoption of aresolution
in the form of the attached draft resolution.”
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The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That the Trustees authorize the President and
Chief Executive Officer, the Chief Operating Officer, the Acting Senior
Vice President — Energy Services and Technology or such officer
designated by the President and Chief Executive Officer to execute
agreements and other documents between the Authority and EM E
Group, WSP Flack & Kurtz, and Horizon Engineering, such
agreements having terms and conditions approved by the executing
officer, subject to the approval of the form thereof by the Acting
General Counsd, to facilitate the development of the Gover nmental
Customers Energy Services Program (“ GCESP”); and beit further

RESOLVED, That in accordance with the Guidelines for
Procurement Contracts adopted by the Authority and the Authority’s
Expenditure Authorization Procedures, that $25 million be allocated
from previously approved funding for contractsfor EME Group, WSP
Flack & Kurtz and Horizon Engineering in the amounts and for the
pur poses listed below:

Commercial Paper Program/

Operating Fund/POCR Ceiling Termination Date
1. EME, WSP Flack and $25 million (aggregate)”  07/31/2014

Kurtz and Horizon

AND BE IT FURTHER RESOLVED, That the Authority’s
Commercial Paper Notes, Series 1, Series2 and Series 3 and Operating
Fund monies may be used to finance GCESP; and beit further

RESOLVED, That the Authority’s Commercial Paper Notes,
Series 1, Series 2 and Series 3 and Operating Fund monies may be used
to finance GCESP costs; and beit further

RESOLVED, That the Acting Senior Vice President — Energy
Services and Technology isauthorized to determine which projectsin
the GCESP will be deemed to be ener gy services projectswithin the
meaning of Section (7) of Part P of Chapter 84 of the L aws of 2002 (the
“Section (7) POCR Legidation”) to be funded in part with Petroleum
Over charge Restitution (“POCR”) Funds allocated pursuant to the
Section (7) POCR Legidation; and beit further

RESOLVED, That POCR fundsallocated to the Authority by
the Section (7) POCR Legislation may be used to the extent authorized
by such legidation, in such amounts as may be deemed necessary or
desirable by the Acting Senior Vice President — Energy Servicesand
Technology to finance projects within the GCESP; and beit further

RESOLVED, That the Chair man, the Vice Chairman, the
President and Chief Executive Officer, the Chief Operating Officer and
all other officers of the Authority are, and each of them hereby is,
authorized on behalf of the Authority to do any and all things and take

* A total of $25 million will be allocated to EME, WSP Flack & Kurtz, and Horizon. The allocation will be
determined as GCESP project work isassigned. The initial award will be $5 million to each contractor.

42



July 26, 2011

any and all actions and execute and deliver any and all certificates,
agreementsand other documentsto effectuate the foregoing resolution,
subject to the approval of the form thereof by the Acting General
Counsdl.
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10. Contract Award for Energy Efficient Window Replacement
(Furnish/Deliver/Ingtall) Project for NYC Health and Hospitals
Corporation — Coney |sland Hospital

The President and Chief Executive Officer submitted the following report:

SUMMARY

“The Trustees are requested to approve the award of a procurement contract up to the amount of $8.8 million
to Whitestone Construction Corporation, the lowest bidder, for window replacement (furnish/ddiver/ingtall) at NYC
Health & Hogpital Corporation’s Coney Idand Hospital. The anticipated duration of work istwo years, including the
winter work stoppagetime.

“As provided by the Long-Term Agreements (‘LTAS') with the Authority’s New Y ork City Governmental
Customers and the Governmental Customers Energy Services Program (' GCESFP'), funds to pay for the
implementation of the project, including the costs of advancing these funds, will be recovered from the Customer
program-participant (i.e., the City of New Y ork).

BACKGROUND

“Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement Contracts
require the Trustees' approval for procurement contracts involving services to be rendered for a period in excess of
one year.

“In accordance with the Authority’ s Expenditure Authorization Procedures, the award of non-personal
services or equipment contracts in excess of $3 million requiresthe Trustees' approval.

“NY C Health & Hospitals Corporation is the largest municipal healthcare organization in the country. It
serves 1.3 million New Y orkers per year, including 450,000 uninsured. The corporation provides health care
services through its 11 hospitals, 4 nursing facilities, 6 diagnostic and treatment centers and more than 80
community clinics. At its Coney Island Hospital facility, the existing windows are original to the building from its
congtruction in the 1950s. They are of steel frame and single pane construction, which provide little insulation
value. After over 60 years of service, the window frames and seals have all deteriorated, causing water leaks and
air infiltration, to the extent that resulted in NY S Department of Health violations. The conditions caused by the
aging windows have not only significantly affected the Hospital’ s day to day operation, but also wasted significant
amount of heating and cooling energy. The Authority is currently working with Health & Hospitals Corporation to
replace the existing windows at Coney Island Hospital with energy efficient windows that are double glazed,
thermally broken and coated with low-E coating. The project will also help the Hospital comply with NY S
Department of Health citations which had ordered the windows to be replaced.

DISCUSSION

“On April 28, 2011, the Authority advertised a Request for Proposals (‘RFP’) in the New Y ork State
Contract Reporter soliciting bids for the window replacement (furnish/deliver/install) project. Asaresult of that
advertisement and invitations to bid, 31 firms downloaded the RFP from the Authority’s website.

“On June 16, 2011, the Authority received three bid proposals. After review and evaluation of the three
submitted bids, a recommendation was made to award the contract to the low bidder, Whitestone Construction
Corporation.

“Subject to the Trustees' approval, the Authority will enter into a procurement contract with Whitestone
Construction Corporation for furnishing, delivery and instdlation of energy efficient windows. The prospective
contractor has confirmed that it will meet the Authority’s Women/Minority Business Enterprises (‘W/MBE')
requirements.
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“The window replacement project is subject to a Customer Ingtallation Commitment (‘ CIC’) agreement between
the Authority and the City of New York. The CIC will form a part of the Energy Efficiency-Clean Energy Technology
Program (ENCORE I1) Agreement effective March 18, 2005 by and between the Authority and the City of New Y ork.
The CIC will be fully executed by the Authority and the City prior to awarding a contract to the successful bidder.

FISCAL INFORMATION

“Financing for the overall Project will be provided by previously-approved fundsin the GCESP. The
existing funding will be provided from the proceeds of the Authority’s Commercial Paper Notes and/or the
Operating Fund. All Authority costs, including Authority overheads and the costs of advancing funds, will be
recovered from the participant, consistent with other Energy Services and Technology Programs.

RECOMMENDATION

“The Acting Senior Vice President — Energy Services and Technology recommends that the Trustees
approve a contract award up to the amount of $8.8 million to Whitestone Construction Corporation for the
Furnishing/Delivery/Installation of energy efficient windows.

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

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

RESOLVED, That pursuant to the Guidelinesfor Procurement
Contractsadopted by the Authority and the Authority’s Expenditure
Authorization Procedures, the Trustees hereby authorize the award of a
procurement contract in an amount up to $8.8 million to Whitestone
Construction Corporation for furnishing, delivery and ingallation of
ener gy efficient windowsfor NYC Health & Hospitals Corporation at its
Coney | dand Hospital facility; and beit further

RESOLVED, That Commercial Paper and/or Operating Fund
monieswill be used to finance contract costsin the amounts and for the
pur poses listed below:

Commercial Paper Expenditure Authorization Expiration
Oper ating Funds (not to exceed) Date
Whitestone Construction $8,800,000 8/1/2013
Corporation

AND BE IT FURTHER RESOLVED, That the Authority’s
Commercial Paper Notes, Series 1, Series2 and Series 3, may beissued
and Operating Fund monies may be used to finance the Project costs;
and beit further

RESOLVED, That the Trustees authorize the President and
Chief Executive Officer, the Acting Senior Vice President —Energy
Servicesand Technology or such other officer designated by the President
and Chief Executive Officer to execute agreementsand other documents
between the Authority and NY C and to execute agreementsand other
documents, asrequired, having such terms and conditions as such
executing officer deems advisable, subject to the approval of the form of
such agreement by the Acting General Counsdl, as necessary or
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advisable for the development and implementation of the project; and
beit further

RESOLVED, That the Chair man, the Vice Chairman, the
President and Chief Executive Officer, the Chief Operating Officer
and all other officersof the Authority are, and each of them hereby is,
authorized on behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all certificates,
agreements and other documentsto effectuate the foregoing resolution,
subject to the approval of the form thereof by the Acting General
Counsal.
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11. Amended and Restated Ninth Supplemental
Resolution Authorizing 2011 Revenue Bonds

Ms. Elizabeth McCarthy presented the highlights of staff’s recommendationsto the Trusteesand Mr.
Timothy Sheehan provided an overview of the resolutions the Trustees were being asked to vote on. Chairman
Townsend said that the Finance Committee had recommended that the Authority’ s Trustees approve the
recommendation at their meeting held earlier today. Ms. Judith McCarthy added that since action on thisitem
may take place after September 6™, the resolution will also authorize the Acting President and Chief Executive
Officer to act on it. Trustee O’ Luck suggested that an additional resolution be added to state that the Acting
President and Chief Executive Officer will have the same authority asthe current President and Chief Executive
Officer.

The resolutions, as submitted by the President and Chief Executive Officer and as amended, were

unanimously adopted.
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12. Amendmentsto the Authority’s Gover nance
Committee Charter

The Chairman submitted the following report:
SUMMARY

The Trustees are requested to amend the Governance Committee Charter, as set forth in Exhibit * 12-A, for
the purpose of conforming the functions and powers of the Committee with amendments to the Authority’ s By-laws

made by separate item at this meeting.

BACKGROUND AND DISCUSSION

The Governance Committee Charter was last amended in October of 2010. Among other changes, the By-
Laws have been amended to provide that the Trustees, upon recommendation of the Governance Committee, shall
determine the election and compensation of all statutory and non-statutory officers.

The amendments to the Governance Committee Charter shown in Exhibit ‘12-A’ reflect the addition of this
responsibility.

FISCAL INFORMATION

None.

RECOMMENDATION

The Acting General Counsel and | recommend that the Trustees approve the proposed amendments to the
Governance Committee Charter.

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

RESOLVED, That the attached Governance Committee
Charter be adopted in the form proposed in Exhibit “12-A.”
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13. Amendmentsto the Authority’s By-laws

The Chairman submitted the following report:

“The Trustees are requested to amend the Authority’ s By-laws for the purpose of: (1) implementing further
changes regarding the powers and duties of the Chair and the Trustees consistent with Chapter 506 of the Laws of
2009, which amended the Power Authority Act and other provisions of the Public Authorities Law, including the
New Y ork Public Authorities Accountability Act; and (2) making other conforming and non-substantive changes.

“A redlined version of the proposed amended By-laws is attached as Exhibit * 13-A." Deletions are shown
by strikethroughs in brackets; additions are shown by bolded and underscored text. The final version of the
proposed amended By-laws is attached as Exhibit * 13-B.’

“The Acting General Counsel and | recommend that the Trustees approve the proposed By-laws
amendments.”

Chairman Townsend presented highlights of the recommendation the Trustees. In responseto a
guestion from Trustee Nicandri, Chairman Townsend said that the Public Authorities Accountability Act
(“PAAA") has been amended to state that the Chairman of a Board and the President and Chief Executive
Officer can bethe same person. Ms. Judith McCarthy confirmed this and added that the Authority’ s By-laws, as
amended, are consistent with the changein the law. Trustee Dyson added that in addition to Board confirmation
of the position of Chairman and President and Chief Executive Officer, Senate confirmation is also required,
under the amended PAAA. In responseto further question from Trustee Nicandri, Ms. McCarthy said that there
isa changein thereporting structure for the General Counsel and the Chief Financial Officer under the
proposed amended By-laws.

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

RESOLVED, That therevisionsto the By-laws (originally adopted on
April 9, 1954, and last amended on October 26, 2010) discussed in the
foregoing report of the Chairman and attached hereto as Exhibit “13-B,” be
her eby adopted; and beit further

RESOLVED, That the Chairman, the Vice Chair man, the President
and Chief Executive Officer, the Chief Operating Officer and all other
officersof the Authority are, and each of them hereby is, authorized on behalf
of the Authority to do any and all things and take any and all actions and
execute and deliver any and all agreements, certificatesand other documents

to effectuate the foregoing resolution, subject to the approval of theform
ther eof by the Acting General Counsdl.
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14. Department Procedure Requiring Trustee Approval of
Competitive Solicitations for Power Supply Products

The President and Chief Executive Officer submitted the following report:

SUMMARY

“The Trustees are requested to authorize the adoption of a new Department Procedure entitled ‘ Competitive
Solicitations for Power Supply Products' (the ‘Procedure’), and attached as Exhibit * 14-A,’ establishing a
requirement for Trustee approval prior to the issuance of competitive solicitations for purchases of energy, capacity,
ancillary services and Environmental Attributes (‘ Power Supply Products’). The Procedure will be adopted by the
Power Resource Planning and Acquisition Business Unit and applicable to all Business Unitsin the Authority.

DISCUSSION

“Authority staff conducts competitive solicitations for Power Supply Products through the issuance of
requests for proposals and other methods to solicit industry information to inform a potentia initiative, to award,
negotiate and execute purchase agreements. In addition to awarding purchase agreements, these competitive
solicitations have the effect of signaling energy market participants of the Authority’ s procurement plans and policy
positions. Through this Procedure, the Trustees establish approval authority of proposed power supply acquisition
efforts prior to the initiation of competitive solicitations.

FISCAL INFORMATION

“Thereis no fiscal impact associated with implementing the Procedure.

RECOMMENDATION

“The Senior Vice President — Power Resource Planning and Acquisition recommends that the Trustees
authorize the adoption of this Procedure.

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

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

RESOLVED, that the Trustees hereby authorize the adoption
by the Senior Vice President — Power Resour ce Planning and
Acquisition of the Procedur e for “ Competitive Solicitations for Power
Supply Products’ asdescribed in the foregoing report of the President
and Chief Executive Officer and as attached to this Resolution; and be
it further

RESOLVED, That the Chairman, the Vice Chairman, the
President and Chief Executive Officer, the Chief Operating Officer and
all other officers of the Authority are, and each of them hereby is,
authorized on behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all certificates,
agreementsand other documentsto effectuate the foregoing resolution,
subject to the approval of the form thereof by the Acting General
Counsdl.
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15. M otion to Conduct an Executive Session

Mr. Chairman, | move that the Authority conduct an executive session pursuant to the Public Officers
Law of the State of New York section 8105 to discuss matters leading to the appointment, employment,
promotion, demotion, discipline, suspension, dismissal or removal of a particular person or corporation. On

motion made and seconded, an Executive Session was held.
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16. M otion to Resume M eeting in Open Session

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

meeting resumed in Open Session.
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17. Election of Acting President and Chief Executive Officer

The Chairman submitted the following report:
SUMMARY

The Trustees are requested to consider the election of Gil C. Quiniones of New Y ork, New Y ork as Acting
President and Chief Executive Officer of the Authority, effective September 7, 2011.

BACKGROUND AND DISCUSSION

Article IV of the Authority’s By-laws provides for the election of certain non-statutory officers by the
Trustees.

RECOMMENDATION

It is recommended that, pursuant to Article 1V of the By-Laws, adopted December 18, 1984, and last
amended on July 26, 2011, Gil C. Quiniones be elected as Acting President and Chief Executive Officer, effective
September 7, 2011, to hold such office until the President and Chief Executive Officer is elected by the Trustees and
confirmed by the State Senate.

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

RESOLVED, That pursuant to Article 1V of the Authority’s
By-Laws, adopted December 18, 1984, and last amended on July 26,
2011, Gil C. Quinionesis hereby elected as Acting President and Chief
Executive Officer, effective September 7, 2011, to hold such office until
the President and Chief Executive Officer iselected and confirmed by
the State Senate.
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18. Request for Proposal for a Search for
President and Chief Executive Officer

The Chairman submitted the following report:
SUMMARY

The Trustees are requested to authorize the issuance of arequest for proposals for a search for the best
qualified candidate for the position of President and Chief Executive Officer.

RECOMMENDATION

It is recommended that, the Trustees authorize the issuance of arequest for proposals for a search for the
best qualified candidate for the position of President and Chief Executive Officer.

The following resolution, as submitted by the Chairman, was unanimously adopted.
RESOLVED, That the Trustees authorize theissuance of a

request for proposalsfor a search for the best qualified candidate for
the position of President and Chief Executive Officer.
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19. Next M eeting

The next regular meeting of the Trustees will be held on Tuesday, September 27, 2011, at 11:00 a.m., at
the Clarence D. Rappleyea Building, White Plains, New Y ork, unless otherwise designated by the Chairman with

the concurrence of the Trustees.
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Closing

On motion made and seconded, the meeting was adjourned by the Chairman at approximately 2:20 p.m.

Karen Delince
Corporate Secretary
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Exhibit “A”

Economic Development

Since October 2008, NY PA has helped to either preserve or create some nearly 10,000 jobs
across the state.

The following highlights some of the actions taken over the last two yearsto deliver on NYPA's
collective goal of focusing on the preservation or creation of “jobs, jobs, jobs.”

Hydropower for Business—Western New York

Since October 2008, NY PA has allocated almost 84 megawatts (MW) of hydropower to 24
businesses, 4 municipal electric utilitiesand 1 rural electric cooperative. The mgjority of these
businesses have been in Western New Y ork where Authority hydropower has been vital in
helping to attract new businesses and in incentivize existing ones to stay and expand.

NY PA’s hydropower allocations will help create nearly 1,700 new jobs with an average salary of
nearly $50,000 and will bring over $1 billion in capital investment to Western New Y ork.

Allocations were made to both large, world-class companies and to small, growing businesses.

Y ahoo! received two hydro alocations totaling 16 MW that was instrumental in bringing the
Internet giant to Western New York. Asaresult, Yahoo! built a state-of-the-art, energy efficient
data center and will create 140 jobs. Additionally, Y ahoo! will act as a magnet that will draw
other high-technology companiesto Western New Y ork, which will further benefit the regiona
economy and will help jump start a new era of business growth based on the digital sector.

| Squared R Element Co., Inc., awell established western New Y ork manufacturer of silicon
carbide heating elements energy systems, received a 500 kW allocation that will help them
expand and add 20 new jobsto their existing 73.

Key to sustaining a strong regional western New Y ork economy is the recently approved long-
term contract extensions for businesses in the Niagara Frontier. Thiswas a substantial
development for supporting and retaining tens of thousands of Western New Y ork jobs and
promoting substantial capital investments for future job growth at more than 100 of the Buffalo-
Niagararegion’s foremost businesses. The contract extensions for 106 western New Y ork
businesses include higher minimum job thresholds and, for the first time, annual capital
investment commitments over the lifetime of the contracts. The business customers will have to
meet at least 90 percent of their job commitments and undertake capital investments totaling



approximately $150 million ayear in their Western New Y ork facilities over the seven-year
contract term, or more than $1 billion.

Hydropower for Business— Northern New York

In June, 2010 NY PA made the first allocation of 1.3 MW of Preservation Power - to Florelle
Tissue in Jefferson County in the North Country. In May 2011, two additional allocations were
made, one for 5 MW to Newton Falls Fine Paper Company, LLC in Newton Falls and the other
for 3 MW to Upstate Niagara Cooperative in North Lawrence. Together, these three allocations
will help create 246 new jobs, which we hope is among the first of many good things to come for
the North Country.

In March 2009, NY PA and Alcoa reached an agreement that saved hundreds of jobs at Alcoa' s
smeltersin Massena, New Y ork in the short-term and potentially preserved hundreds more under
its planned long-term modernization project at the plant. Due to the historic 60 percent decline
in aluminum prices at the time, Alcoa was considering curtailing operations at both Massena
East and West smelters, which would have resulted in elimination of about 1,100 jobs.
Recognizing the extraordinary economic circumstances, NY PA and Alcoa worked together to
reach an agreement that will allowed the West Plant to remain operational at its current
employment level and to retain more than 250 of the approximately 420 East Plant employees.

In order to enable the Alcoa - Massena East Modernization Project to continue to move forward,
given the new long-term contract post 2013, NY PA agreed to a more flexible schedule in light of
the economic downturn. NY PA and Alcoa officials meet on aregular basis to review business
conditions and we are committed to establishing a project schedule that resultsin the
modernization of the East Plant as soon as global aluminum market conditions recover. We
understand Alcoa s temporary business situation in the context of the global economy and are
confident that they will have abright futurein Massena. We were extremely pleased when
Alcoa announced in early 2011 that they were restarting the East smelter and bringing back the
employees that were temporarily furloughed.

Working in cooperation with National Grid and New Y ork State Electric and Gas, NY PA
provided almost $10 Million/year for atemporary credit to the monthly electric bills of
businesses and other digible customersin Franklin, Jefferson and St. Lawrence counties The
program was funded from the sale of unused St. Lawrence-FDR power into the State’s wholesale
electricity market. The power, which was freed up due to the temporary curtailing of operations
by Alcoa at the Massena East plant, isfrom ablock of 490 megawatts of electricity known as
Preservation Power reserved under a 2005 State law for businessesin St. Lawrence, Jefferson
and Franklin counties.

Municipal & Cooperative Economic Development Program

Since October 2008, NY PA has made six allocations of Municipa & Cooperative Economic
Development Power. The 9.7 MW allocated will help create and retain 2,039 jobs at businesses



served by the 51 municipal and cooperative electric systems around the state that NY PA
supplies.

SKF Aeroengine was very close to moving their Chautauqua County operations to South
Carolina. However, a2 MW allocation of hydropower helped convince SKF to not only keep
691 jobs in Falconer, but to agree to expand and create an additional 40 jobs.

Industrial Incentive Awards

NY PA’s Power for Jobs and Energy Cost Savings Benefits Programs, as currently structured by
law, are helpful only to those businesses already in the programs. Even with our abilities limited
by the program’s exiting restrictions, NY PA has been able to provide Industrial Incentive
Awards to 10 businesses since May 2009 to help companies in the state that were at risk of
closing or relocating out of state and could not participate in our existing programs. The awards
are helping businesses al over the state: Kolmar Labsin Port Jervis, Owl Wire in Rome, Nucor
Steel in Auburn, Buckingham Manufacturing in Binghamton and GE Aviation Systems on Long
Island. Overal, the awards helped protect some 3,880 meaningful jobs statewide.

Summary

Over the past two and a half years NY PA’s economic devel opment initiatives have helped 40
businesses to stay, grow or locatein New York State. Asaresult, the Authority’s efforts have
helped create amost 1,700 jobs and retain over 8,000. From Long Island, to the Southern Tier,
to Central New Y ork, to the North Country and especially in Western New Y ork, the Power
Authority has ramped up its mission to provide economic development benefits to foster job
creation and retention to the maximum extent possible.
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This report covers the performance of the Operations group in June. NYPA’s generation
assets continued a high level of market readiness in June, enabling the Authority to take
advantage of above average flows on the Niagara and St. Lawrence rivers. Net generation has
outpaced projections for four months in a row. On July 1, the 575 MW Astoria Energy 11
combined cycle power plant entered into commercial operation. Output from the plant will be
included in the projected and actual net generation figures beginning in July.

Power Supply

Plant Performance

Systemwide net generation' was 2,375,394 megawatt—hours2 (MWh) in June, compared
to projected net generation of 2,156,496 MWh. Year-to-date net generation is 12,754,795 MWh,
compared to the net generation target of 12,289,925 MWh.

The fleet availability factor® was 93.1 percent in June and is 95.5 percent for the year.
Generation market readiness factor’ was 99.9 percent, compared with the monthly target of 99.4
percent. Year-to-date generation market readiness factor is also 99.9 percent.

There was one significant unplanned generation event® in June. At the Brentwood Gas
Turbine Facility, a gas compressor® tripped due to low lube oil pressure; the resulting outage
lasted eight days.



Generation revenue in June was $176.8 million, with $0.3 million revenue lost from
unscheduled outages. Year-to-date lost opportunity cost is $1.5 million, about 0.17 percent of
year-to-date generation revenue of $891.5 million.

River flows at the Niagara Power Project were above forecast in June and are forecast to
be normal or above average through the beginning of 2012. At the St. Lawrence-FDR Power
Project, flows were also above forecast and are expected to be above average through 2011
before returning to historical average in 2012.

Transmission Performance

Transmission reliability’ in June was 99.61 percent, which was above the target of 99.42
percent. Year-to-date transmission reliability is 99.10 percent, above the target of 98.37 percent.

There were no significant unplanned transmission events® in June.
Life Extension and Modernization Program

Work on Unit 24 at the St. Lawrence-FDR Power Project, the 14 of the 16 units, was
completed as part of the Project’s Life Extension and Modernization’ (LEM) program. Unit 24
was returned to service on June 20. Due to higher than expected water flows and the potential
for increased generation revenue, it was decided to delay the outage of the next unit (Unit 19) by
one month. The 2013 scheduled completion date for the LEM project remains unchanged.

Environmental

There were two reportable events in June. At the Niagara Power Project, an air
conditioning unit leaked approximately 1.4 pounds of R-22 refrigerant'’, exceeding the NYS
Department of Environmental Conservation Reportable Quantity limit (1 pound). At the Hell
Gate Gas Turbine Facility, a transformer fire resulted in a spill of approximately 100 gallons of
oil. All of the oil was contained and a contractor was hired to remove the resulting mixture of oil
and water.

Year-to-date number of recordable environmental incidents is 20; the 2011 target is 25.
Transmission Initiative

NYPA continues to work with National Grid, Con Edison, and the Long Island Power
Authority (LIPA) regarding a proposed transmission line that would deliver power from Canada
and upstate renewable energy projects to New York City and Long Island.

Since June 2010, PA Consulting has conducted a series of economic analyses for the
project that generally indicated that there was a net benefit and a reduction in emissions with the
construction of the Transmission Initiative. However, recent developments including the
decision to proceed with the HTP project and a forecast of lower demand and energy prices have
had a significant negative impact on the economics of a project that terminates in New York City
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and Long Island. Those developments and the cost of additional reinforcements within New
York City that might be required by the New York Independent System Operator'' (NYISO)
make the current project configuration uneconomic.

Staff is developing alternative project configurations that would terminate in either
Westchester County or further north of New York City. These configurations could be more cost
effective and could address many New York State energy issues.

Technical Compliance — NERC Reliability Standards

In June, NYPA staff continued to prepare for and participate in two scheduled audits of
its compliance with North American Electric Reliability Corporation'? (NERC) Mandatory
Reliability Standards. NYPA’s compliance documentation for the on-site Federal Energy
Regulatory Commission' (FERC) Order 706 audit for Critical Infrastructure Protection'” (CIP)
standards was submitted to the Northeast Power Coordinating Council (NPCC)" on June 9; the
audit will commence at the Clark Energy Center on July 11. NYPA’s compliance
documentation for the off-site FERC Order 693 (non-CIP) audit was submitted to NPCC on June
20; the audit commenced on June 21.

Pursuant to FERC Order 743, NERC established a Standard Drafting Team to develop a
new Bulk Electric System (BES) definition and a Rules of Procedure Team to develop rules of
procedure for an exception process. NYPA’s internal team of subject matter experts continues to
monitor the work of both of these teams. On June 10, NYPA submitted comments to NERC on
the Technical Principles for Demonstrating BES Exceptions and the BES Definition Exception
Process. The Drafting Team expects to post the new BES definition for ballot and official
comment in August.

NYPA Technical Compliance staff continues to work with the NYISO and the New York
Transmission Owners to develop an action plan for addressing the statewide impacts of the
implementation of the new BES definition. On June 29, a conference call was held to further
discuss the statewide impacts of the implementation of the new BES definition; in particular, the
impacts on Transmission Operator registration in New York State. The focus to date has been on
estimating the costs for managing the Transmission Operator requirements in the NERC
standards once the new BES definition is adopted. The next meeting on July 19 will include
representatives from NPCC. In addition, the NYISO has an action item to initiate discussions
with the New York Transmission Owners on Transmission Planning registration impacts.

NYPA has a responsibility to implement its assessment plan developed in response to
NERC’s Alert Recommendation to Industry regarding overhead transmission line ground
clearances pursuant to the NERC Facility Ratings Standards. NYPA’s assessment progressed as
planned in June. Beginning July 15, NYPA will report progress to NPCC, as required, every six
months. NYPA participated in a June 20 meeting of the technical staffs of the New York
Transmission Owners to discuss the methods being used to assess potential clearance violations
and the mitigation actions to ensure some consistency in the response to the NERC alert across
New York State.



In June, NYPA finalized a position paper that presents a case for removing the Authority
from the NERC registry as a Load Serving Entity.'® NYPA expects to submit the position paper
to NPCC in July and to continue its discussion with NPCC on this matter.

In June there was no progress in the settlement discussions with NPCC relating to July
2010 self-reports of possible violations of two NERC CIP standards. Mitigation plans were
finalized and submitted to NPCC on June 15 for self-reports identified in February 2011
associated with two NERC Protective Relay and Control'’ (PRC) Standards; the mitigation plans
must be completed by December 15. At the same time, NYPA notified NPCC of its desire to
enter into settlement discussions for these possible violations. Also in June, NYPA submitted to
NPCC justification for dismissal of the February 2011 self-report for a PRC standard.

Enerey Resource Management

NYISO Markets

In June, ERM bid over 2.3 million MWh of NYPA’s generation into the NYISO markets,
netting $49.4 million in power supplier payments to the Authority. Year-to-date net power
supplier payments are $221.1 million.

Fuel Planning & Operations

In June, NYPA’s Fuels Group transacted $19.0 million in natural gas and oil purchases,
compared with $14.7 million in June 2010. Year-to-date natural gas and oil purchases are
$117.4 million, compared with $114.8 million at this point in 2010. The total year-to-date $2.6
million increase is mainly attributed to increased fuel cost at the 500-MW Combined Cycle Plant
(+$2.7 million) and increased generation at the Small Clean Power Plants (+$6.8 million) and the
Richard M. Flynn Power Plant (+$5.7 million), which was offset by cessation of operations at
the Poletti Power Project (-$12.6 million, the last day of operations was January 31, 2010).

Regional Greenhouse Gas Initiative

On June 8, Auction 12 of the Regional Greenhouse Gas Initiative (RGGI)18 was held.
During the auction, RGGI allowances once again cleared at the Vintage 2011 price floor set
earlier this year at $1.89/ton. Allowances also cleared at this price floor during the preceding
March auction. NYPA did not participate in Auction 12 because the Authority secured
2,260,000 tons of 2011 allowances in March. This number of allowances currently represents
approximately 78 percent of NYPA’s estimated allowance requirement for all plants in 2011.
Since the inception of this program, NYPA has spent $18.7 million on 7.7 million RGGI
allowances, or $2.42/ton on average. Year to date, NYPA has spent $1.89/ton on average for
Vintage 2011 allowances.

In May, New Jersey Gov. Chris Christie announced that his state would be withdrawing

from RGGI at the end of 2011, which marks the end of the current compliance period. In
response, the participating states confirmed that according to each state’s regulations, they will
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each recognize without limitation all New Jersey Vintage 2009, 2010 and 2011 allowances in
circulation as well as those sold in Auction 12.

Office of the Chief Operating Officer

Sustainability Action Plan — Midyear Report

By midyear, NYPA has completed milestones marking the implementation of its
Sustainability Action Plan. The Authority published its first Sustainability Annual Report,
Generating Sustainability, which was distributed to stakeholders and employees, and made
publicly available on the NYPA website. Also in the first half of 2011, NYPA filed as a
transitional reporter with the Climate Registry19 as part of its effort to calculate and publicly
disclose its carbon footprint. Significant progress has been made on several of the 13
sustainability milestones due for completion in the second half of the year, starting in September.



GLOSSARY

! Net Generation — The energy generated in a given time period by a power plant or group

of plants, less the amount used at the plants themselves (station service) or for pumping

in a pumped storage facility. Preliminary data in the COO report is provided by Accounting and
subject to revision.

? Megawatt-hour (MWh) — The amount of electricity needed to light ten thousand 100-watt light
bulbs for one hour. A megawatt is equal to 1,000 kilowatts and can power about 800
homes, based on national averages.

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

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

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

® Compressor — The part of the gas-fired turbine that compresses intake air to high pressure so
that it can be used in the combustion area.

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

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

? Life Extension and Modernization Program — A major undertaking in which all the
turbines at the St. Lawrence-Franklin D. Roosevelt project are being replaced and the generators
and other components significantly refurbished. The program is intended to ensure that the
project operates at maximum efficiency far into the future.

' R-22 Refrigerant — Common refrigerant used in residential and light commercial air
conditioning, refrigerators, and freezers. R-22 is being phased out of production in the U.S.
because of concerns over its threat to ozone depletion.



"' New York Independent System Operator — A not-for-profit organization that operates New
York State’s transmission system, administers the state’s wholesale electricity markets and
engages in planning to ensure the future reliability of the statewide power system.

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

"3 Federal Energy Regulatory Commission (FERC) — An independent agency that regulates
the interstate transmission of electricity, natural gas, and oil. FERC also reviews proposals to
build liquefied natural gas (LNG) terminals and interstate natural gas pipelines as well as
licensing hydropower projects.

' Critical Infrastructure Protection (CIP) — The Critical Infrastructure Protection (CIP)
program coordinates all of the North American Electric Reliability Corporation’s (NERC) efforts
to improve physical and cyber security for the bulk power system of North America, as it relates
to reliability. These efforts include standards development, compliance enforcement,
assessments of risk and preparedness, disseminating critical information via alerts to industry,
and raising awareness of key issues.

' Northeast Power Coordinating Council (NPCC) — The Northeast Power Coordinating
Council, Inc. (NPCC) is the cross-border regional entity and criteria services corporation for
Northeastern North America. NPCC’s mission is to promote and enhance the reliable and
efficient operation of the international, interconnected bulk power system in Northeastern North
America pursuant to an agreement with the Electric Reliability Organization (ERO) which
designates NPCC as a regional entity and delegates authority from the U.S. Federal Energy
Regulatory Commission (FERC), and by Memoranda of Understanding with applicable
Canadian Provincial regulatory and/or governmental authorities. The ERO to which NPCC
reports is the North American Electric Reliability Corporation (NERC).

'* Load Serving Entity (LSE) — An entity designated by a retail electricity customer to provide
capacity, energy and ancillary services to serve such customer, in compliance with NYISO
tariffs, rules, manuals and procedures.

7 Protective Relay and Control Standards — Generally, the purpose of these NERC standards
is to ensure the protection and monitoring of the electric system and its protection systems.

'8 Regional Greenhouse Gas Initiative (RGGI) — A cooperative effort by Connecticut,
Delaware, Maine, Maryland, Massachusetts, New Hampshire, New Jersey, New York, Rhode
Island, and Vermont. These 10 states have capped CO, emissions from the power sector, and
will require a 10 percent reduction in these emissions by 2018. RGGI is composed of individual
CO, Budget Trading Programs in each of the participating states. Regulated power plants can
use a CO; allowance issued by any of the 10 participating states to demonstrate compliance with
the state program governing their facility. Taken together, the individual state programs function



as a single regional compliance market for carbon emissions, the first mandatory, market-based
CO; emissions reduction program in the United States.

" Climate Registry - A nonprofit collaboration among North American states, provinces,
territories and Native Sovereign Nations that sets consistent and transparent standards to
calculate, verify and publicly report greenhouse gas emissions into a single registry.
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