
POWER AUTHORITY OF THE STATE OF NEW YORK
SUMMARY OF THE TRUSTEES’

MEETING MINUTES OF

February 26, 2015

Introduction

Chairman Koelmel welcomed the Trustees and staff members who were present at the meeting. He said that

the meeting had been duly noticed as required by the Open Meetings Law and called the meeting to order pursuant

to the Authority’s Bylaws, Article III, Section 3.

1. Adoption of the February 26, 2015 Proposed Meeting Agenda

Upon motion made and seconded the meeting Agenda was adopted, as amended.

Chairman Koelmel said some of the items on the agenda cannot be adopted at this meeting because conflicts

prevent the Board from reaching the required quorum of four for their adoption. The item related to the agreement

between NYPA and the St. Lawrence Local Government Task Force (Item 4a) will be deferred to the March Annual

Meeting. The Board, however, will be taking action on the Northern NY Proceeds item, which is a key component of

the agreement with the Local Government Task Force.

Conflicts of Interest

Vice Chair Mahoney declared conflicts of interest as indicated below and said she would not participate in the
discussions or votes as it relate to those matters:

- Archadis of New York, Inc.; CH2M Hill Engineering, PA; Wendel Energy Services (Item #2c i)

- Johnson Controls, Inc. (Item #2d iii)

- STL/FDR Project Relicensing Agreement with Local Government Task Force (Item #4a)

The items above were not adopted because the conflicts resulted in a failure to attain the required number of
votes necessary for their approval.

Chairman Koelmel and Trustees Nicandri and Foster declared no conflicts.

RESOLUTION Moved:
E. Nicandri

Seconded:
Mahoney

Adopted:
4/0
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2. Consent Agenda:

a. Governance Matters
i. Minutes of the Regular Meeting held on December 16, 2014

b. Power Allocations:
i. Contracts for the Sale of Preservation Power – Transmittal to the Governor

ii. Contract for the Sale of Replacement Power – Transmittal to the Governor

iii. Extension of Hydropower Contracts with Upstate Investor-Owned Utilities for the Benefit of Rural and Domestic Consumers
– Transmittal to the Governor

iv. Transitional Electricity Discount Payments for Certain Power for Jobs and Energy Cost Savings Benefits Customers

v. Amendment to Net Metering Provisions of Authority’s Governmental Customer Service Tariffs – Notice of Proposed
Rulemaking

c. Procurement (Services) Contracts:
i. Procurement (Services) Contracts – Business Units and Facilities – Awards

SENY
ii. Procurement (Services) Contract – Poletti Power Plant – Fuel Oil Yard Dike Wall Demolition Project – Contract Extension

iii. Procurement (Services) Contract – 500 MW Combined Cycle Power Plant – Control Room Redesign Project – Contract
Extension

iv. Procurement (Services) Contract – 500 MW Combined Cycle Power Plant – Storage Facilities Project – Contract Extension

v. Procurement (Services) Contract – SENY Continuous Emission Monitoring System Hardware Maintenance Services –
Contract Award

BLENHEIM-GILBOA PROJECT
vi. Procurement (Services) Contract – Blenheim-Gilboa Pumped Storage Project – Independent FERC Consultant’s Part 12D

Safety Inspection and Follow-up Service – Contract Award

d. Capital Expenditure Authorizations
i. Information Technology – Application Development Initiatives – Capital Expenditure Authorization Request

ii. Information Technology – NYPA Wide Storage Expansion – Capital Expenditure Authorization Request

iii. NERC CIP Version 5 Physical and Cyber Security Upgrades – Capital Expenditure Authorization Request and Contract
Award

e. Finance Matters
i. Release of Funds in Support of the Residential Consumer Discount Program Created in Connection with the Recharge New

York Power Program

ii. Banking Resolution Amendment to Reflect the Elimination of the Title of Senior Vice President – Corporate Planning and
Finance

Upon motion made and seconded, the Consent Agenda was approved.

Chairman Koelmel said since Vice Chair Mahoney filed conflicts of interest with respect to Archadis of New

York, Inc.; CH2M Hill Engineering, PA; Wendel Energy Services and Johnson Controls, Inc., the Consent Agenda

was approved with the exclusion of the contracts to those firms because the conflicts resulted in a failure to attain the

required number of votes necessary for their approval.

RESOLUTION Moved:
E. Nicandri

Seconded:
J. Mahoney

Adopted:
See Conflicts of Interest note above.
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Discussion Agenda:

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

Performance Scorecard:

President Quiniones provided a report on the Authority’s 2014 Year-End results (Exhibit “A”). He said

NYPA ended the year with very strong performance results, exceeding seven of its nine corporate stretch goals. As

far as the Generation Market Readiness measure, due to the discovery of a crack on the B-G Unit #3 during a

planned outage in December, and because the equipment could not be restored and put back in service during that

planned outage period, the Authority had to declare a “forced outage.” Therefore, the Generation Market Readiness

measure was rated “Below Target” and this affected its year-end result.

President Quiniones continued that because of the polar vortex, the Authority did not meet its DART (Days

Away Restricted and Transferred) Rate, the Authority’s safety measure. However, the DART rate is below the

Bureau of Labor Standards Metric of 1.4, but is above the Authority’s aspirational stretch goal of .78. He said the

Authority is currently experiencing challenges with its safety measure because of the cold weather and ice; however,

it endeavors to make safety a priority during the year 2015.

2014 Accomplishments – General

President Quiniones highlighted some of the Authority’s accomplishments during 2014.

 The Authority issued its Strategic Plan for the next 5-10 years.

 Financial Position – The Authority received favorable upgrades from the three rating agencies. Standard &

Poor’s and Moody’s gave the Authority full upgrades to AA rating and Fitch raised the Authority’s outlook

from stable to positive; the Authority remains optimistic that Fitch will give it a full upgrade.

 Infrastructure Upgrades – The Authority completed the Circuit Separation Project at its Moses-Willis

Transmission line. This will enhance the reliability of the NYS power grid in the North Country and also

make the wholesale market more efficient and competitive in that area.

 Marcy-South Series Compensation Project – The Authority has launched the Marcy-South Series

Compensation Project which involves the application of Smart Grid technology to the Authority’s
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transmission line from Marcy to the lower Hudson Valley in order to increase its capability to move power

from upstate to downstate.

 Economic Development

 Retention or creation of approximately 18,500 jobs through various programs such as ReCharge NY,

Hydropower Allocations, Western New York Economic Development Fund and Northern New York

Economic Development Fund.

Energy Efficiency

 BuildSmart NY – Governor Cuomo signed an Executive Order in 2012 requiring state agencies to reduce

their energy use intensity by 20% by 2020; the Governor asked NYPA to be the lead agency to manage and

coordinate that program. This is the second year the Authority has been tracking this initiative. The state is

on track to meet this goal.

Other Projects

• Five Cities Energy Plans – The Authority announced the Five Cities Energy Plans Program for the cities

Buffalo, Rochester, Syracuse, Albany and Yonkers which includes a $20 million competitive grant to

support energy efficient and sustainable projects of the five cities.

• NYEnergy Manager Operations Center – This energy management network operation was launched in

October 2014. Metering information and data from the building management systems of all state buildings

will be analyzed with the intent to help building energy engineers of the various state agencies and

authorities optimally operate their buildings.

• K-Solar – The Authority launched the K-Solar initiative and is working with approximately 250 school

districts across the state to help them install solar power at their facilities and integrate solar and renewable

energy into their school’s science curriculum. There are approximately 700 school districts in New York

and the Authority’s goal is to work with all of them to install solar power at their facilities.

• Agile – Advance Grid Innovation Lab – The Authority plans to request the Board’s approval to make an

initial investment for the creation of a lab in partnership with the College of Nanotechnology, Science and
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Engineering for a public/private partnership initiative to develop the next operating system to manage the

Grid.

• Utility Development Workforce Center – In partnership with upstate utilities, National Grid, NYSEG and

RGE, and the community colleges in Erie and Niagara County, this regional workforce development center

will be utilized to train the new set of workforce that will be required as the generation and transmission

system is transformed into a smart utility infrastructure.

Major Projects

Major initiatives the Authority plans to undertake under its Strategic Plan:

 The Authority plans to embark on the development, licensing and engineering work for the replacement of

its Moses/Adirondack transmission line as part of the Smart Generation and Transmission and Asset

Management Strategic initiatives. This will be a major capital investment for the Authority.

 The Authority is planning to build a new transmission line in Western New York. The Authority has

determined that, based on power plant retirements in Western New York due to aging infrastructures, and

the need for an alternative outlet for the power it generates at the Niagara Power Project, it would be in its

best long-term interest to start developing an alternative redundant outlet for the power it generates at the

Niagara Power Project for the benefit of the state. The Authority plans to design those lines so that it stays

within existing Right-of-Ways (“ROWs”) to make sure it mitigates any impact to adjacent landowners in the

communities.

In response to a question from Trustee Foster, President Quiniones said one of the areas that the Authority

failed to meet its goal is “Safety.” Since most of the incidents are related to slips, trips and falls, the Operations

department is exploring avenues the Authority can incorporate into its practice to alleviate these incidents. To that

end, the Authority is looking at safety “best practices” at other utilities and industrial type facilities. President

Quiniones said another area which the Authority could improve on is the speed of execution as it launches its

Strategic Plan. He said the Authority is aware that additional staff, processes and tools are needed as it launches its

Strategic Plan and he will be working with senior management this year in this regard.
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In response to a question from Chairman Koelmel, President Quiniones said the Authority is in a good

position to execute its strategic plans in 2015 and beyond. He continued that the Authority has a full complement of

executive and senior leadership, with the exception of the position of Chief Risk Officer. The Authority is currently

interviewing candidates for this position and the individual chosen will report to him.

In response to a question from Trustee Nicandri, President Quiniones said the Authority is working

with an executive recruiting firm to fill the Chief Risk Officer position, a crucial role at the Authority. The Authority

has been interviewing candidates for this position which will be filled soon.

b. Report of the Chief Operating Officer

Mr. Joseph Kessler, Senior Vice President of Power Generation, provided highlights of the Chief Operating

Officer’s report to the Trustees. (Exhibit “A”)

Performance Summary

Mr. Kessler said although the Generation Market Readiness measure was above its target for most of the

year (2014), the year-end actual measure of 98.95% did not meet the target of 99.40%. This was because of the

forced outage on the B-G Unit #3. He said during a scheduled outage, cracks were found in the Unit 3 rotor. Since

the cracks were significant, the repairs could not be made before the end of the scheduled outage. Therefore, the

plant had to go into a “forced outage” and this affected the results of the Generation Market Readiness measure.

Safety – DART Rate

The Days Away Restricted and Transferred “DART” measure continues to be “significantly below target.”

The incidents that affected this measure were mostly related to slips, trips and falls which are recordable incidents

under OSHA and therefore significantly affected the DART rate. Also, in January, due to weather conditions, there

were occurrences of “slips, trips and falls” at Clark Energy Center and the Niagara Project and since these incidents

resulted in time off from work for the employee involved, it is treated as a recordable incident, and this affects the

DART rate measure. Authority staff is working with the Safety Administrators Working Committee on a proactive

approach to reinforce to staff how to avoid incidents resulting in trips slips or falls.
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In response to a question from Trustee Foster, Mr. Kessler said the Authority does significant

benchmarking, comparing its safety practices with other utilities. Also, as a member of EPRI, the Authority

participates in their safety meetings with different benchmarking work groups. Mr. Kessler said, relative to most

utilities, the Authority is doing very well with its safety measure. Responding to further questioning from Trustee

Foster, Mr. Kessler said staff will provide the Trustees safety statistics showing how the Authority compared with its

peers during 2014.

c. Report of the Chief Financial Officer

Mr. Robert Lurie presented highlights of the Chief Financial Officer’s report to the Trustees (Exhibit “A”).

He said that 2014 was an excellent year for the Authority’s financial performance.

Year Ended Report (2014)

 Net income for the year 2014 was $274.1 million, which was $96.4 million higher than budgeted, including

higher margins on sales ($30.1 million), lower O&M ($4.7 million) and other operating expenses ($52

million), and higher non-operating income ($14.2 million). Margins on sales were higher primarily due to

higher hydro generation and higher market energy prices during the winter months. Lower O&M and other

operating expenses included underruns in non-recurring projects, industrial incentive awards, and the

energy efficiency and solar market acceleration programs.

These better than budgeted results allowed the Authority to generate debt service coverage of 3.46 times debt

service which is well in excess of its budgeted number of 3.1 and much better than its minimum target of 2

times.

January 2015

 Net income for the month of January was $29.4 million, which was $22.3 million higher than budgeted.

This was primarily attributable to the timing of the contribution to the State. This contribution will be

considered by the Board in March. The budget included a $42 million contribution in January business.

Excluding this contribution, net income for the month was $20 million lower than budgeted due primarily to

a lower net margin on sales ($36.3 million), partially offset by higher investment income ($8.7 million,

mark-to-market gain due to lower market interest rates) and lower expenses ($9.0 million, primarily timing
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differences). Margins on market-based sales were lower than budgeted primarily due to significantly lower

energy prices and lower production at Niagara (16%) caused by ice management practices due to the cold

weather.

In response to a question from Chairman Koelmel, Mr. Lurie said energy prices, which are largely driven by

natural gas prices, have dropped to about half the price the Authority expected it to be when the budget was created.

He said, however, the Authority makes money in a number of ways including the sale of power by contracts with its

customers and the sale of excess power into the wholesale marketplace. In addition to the price of natural gas, the

prices at which that excess power is sold has dropped, therefore, the Authority’s revenues are significantly lower,

compared to last year and to what was budgeted. He continued that the Authority usually runs “stress tests”

assuming a Net Income close to zero when preparing its budget; based on the “stress tests,” assuming that the

Authority’s net income goes down close to zero, the Authority would still have the cash flow necessary to cover its

debt service and meet its targets to maintain its ratings.

Responding to further questioning from Chairman Koelmel, Mr. Lurie said natural gas prices are lower

than it has been in recent history and this may be due to increases in supply because of fracking and other kinds of

natural gas extraction. Inventories are increasing and it is not being offset by increases in demand. Therefore,

since there may not be any significant increase in prices, the Authority is planning its finances with the assumption

that prices will remain low.

Responding to still further questioning from Chairman Koelmel, Mr. Lurie said the Authority had to sell the

natural gas it purchased in the marketplace at a low price and this affected its Net Income. The Authority is

exploring a hedging program; however, because of the associated costs, it is not being recommended at this time.

Responding to a question from Trustee Nicandri, Mr. Lurie said he will provide a report of the market

energy sales and where the Authority is projected to be at the end of the year at the March meeting. Although it will

be the end of the winter season and prices may go up, Mr. Lurie said it may not be what was expected when the

budget was produced.

In response to a question from Chairman Koelmel, Mr. Lurie said the Authority’s cash flow would still be

positive even if its net income is reduced, and, the Authority would have enough capital to cover its increased

strategic initiatives. The Authority would not have to draw upon its reserves in order for its capital programs to
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continue as planned. He added that as part of its risk management “best practices” for 2015, the Authority will

focus on impediments and risks to achieving its strategic initiatives.

4a. FINANCE MATTERS: St. Lawrence/FDR Relicensing Agreement – Ten Year Review with Local
Government Task Force

Chairman Koelmel said as indicated earlier, given that there are only four members present at today’s

meeting, and one member has declared a conflict of interest, this item is being tabled until the Annual meeting in

March.

4b. FINANCE MATTERS: Release of Funds in Support of the Northern New York Power Proceeds
Allocation Act

Mr. Brian McElroy provided highlights of staff’s recommendation to the Trustees. In response to a

question from Chairman Koelmel, Mr. McElroy said the Northern New York Power Proceeds Allocation Board is

being formulated. President Quiniones added that the first step in forming the Board is the nomination of the

members by the Governor. The Board will comprise of five members, two of which will be recommended by the

Senate and the Assembly. In parallel, the Authority has been working on putting the processes in place so that once

the Board is formed, the Authority will be ready to go forward with making the allocations approved by the Board.

This is similar to what is being done in Western New York. Responding to further questioning from Chairman

Koelmel, President Quiniones said he anticipates the allocations will start during the second half of this year.

In response to a question from Trustee Nicandri, Mr. McElroy said the accrual for the allocations began

when the legislation was signed into law on December 29, 2014.

RESOLUTION Moved:
J. Mahoney

Seconded:
E. Nicandri

Adopted:
4/0

4c. FINANCE MATTERS: Contribution of Funds to the State Treasury

Mr. Brian McElroy provided highlights of staff’s recommendation to the Trustees. In response to a

question from Trustee Nicandri and Chairman Koelmel, Mr. Lurie said he is comfortable that the Authority will be

able to make the $23 million contribution to the state treasury in March, and will provide a recalculation in relation

to the Authority’s 2x debt service coverage ratio standard to the Trustees at the March meeting.
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RESOLUTION Moved:
J. Foster

Seconded:
E. Nicandri

Adopted:
4/0

5. POWER ALLOCATIONS:

a. Recharge New York Power Allocations

RESOLUTION Moved:
E. Nicandri

Seconded:
J. Foster

Adopted:
4/0

b. Western New York Hydropower Allocation

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

from Trustee Foster, Mr. Hayes said the applications for Western New York hydropower are evaluated based on

specific criteria. Mr. Pasquale added that the criteria are legislatively mandated. Although the Authority mandates

25 jobs per megawatt, the allocation of 23 jobs per megawatt is consistent with the allocations that staff has

recommended to the Board for its consideration.

RESOLUTION Moved:
J. Mahoney

Seconded:
E. Nicandri

Adopted:
4/0

6. ENERGY EFFICIENCY: Five Cities Energy Plans Implementation

Ms. Katherine Rougeux provided highlights of staff’s recommendation to the Trustees. In response to a

question from Chairman Koelmel, Ms. Rougeux said that although it is a local effort for each City to implement

their own energy efficiency projects, this program is a partnership between the Authority and the five cities, with the

Authority creating an in-house energy liaison through the Customer Energy Solutions group to manage the Energy

Managers being provided to the Cities. Therefore, there will be checks and balances for the grants. Responding to

further questioning from chairman Koelmel, Ms. Rougeux said some cities already have energy efficiency measures

in place, in which case the Authority will be supporting and helping them expand their efforts; for others, it will be a

new program, therefore, the Authority will be providing start-up assistance to them. In response to still further

questioning from Chairman Koelmel, Ms. Rougeux said the Energy Managers will be on board before the

competition begins and will be able to help the cities with their grant proposals. Responding to further questioning

from Chairman Koelmel, Ms. Rougeux said the Authority will provide grant funding to all the cities for start-up

initiatives based on a standard formula, including a population weighting factor. Although all five cities may not
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receive a grant through the competitive program, the Authority does not expect that there will be only one winner. In

response to another question from Chairman Koelmel, Ms. Rougeux said the Authority is working with other state

entities to bring in additional funding sources to the program.

In response to a question from Trustee Nicandri, Ms. Rougeux said the Authority engaged a consulting

team that did an initial analysis of the program and they have estimated that if the 20% reduction in energy use city-

wide was achieved, it could result in savings of up to $400 million annually across the five cities. In response to

further questioning from Trustee Nicandri, Ms. Rougeux said under the current plan the Authority will not re-coop

the money it puts into this program. The cities would reinvest any savings in their own energy efficiency measures.

She said this is not a part of the Authority’s budgetary contribution to the state; it is similar to the Build Smart NY

Initiative where the savings are for the benefit of the state. Chairman Koelmel added that the Authority’s investment

will subsidize opportunities for the Cities’ energy efficiency measures for the future.

In response to a question from Trustee Mahoney, President Quiniones said the Authority is hiring and

supplying the Energy Managers for the program directly or through contracts.

RESOLUTION

Moved:
E. Nicandri

Seconded:
J. Foster

Adopted:
4/0

7. INFORMATIONAL ITEM: Customer Solutions Strategic Initiative Implementation Plan

Ms. Kristin Barbato presented highlights of the Authority’s Customer Solutions Strategic Initiative to the

Trustees. She said Mr. Jake Berlin, the lead Project Manager for the Business Plan and business planning process,

would be presenting a summary of the Business Plan to support this initiative. The Plan addresses the Customer

Solutions goals for 2015, and beyond, to align the Authority’s resources and processes and to build its energy

resources business for its customers.

Mr. Berlin then provided an overview of some of the important aspects of the Business Plan, including

the processes and major phases of implementation of the Plan to support the Customer Solutions initiative (Exhibit

“A”). He ended by saying that further updates on the progress of this initiative would be provided to the Trustees.

In response to a question from Trustee Nicandri, Mr. Berlin said customers are at different levels;

therefore the Authority will tailor its approach based on those levels. For example, some customers are interested in

capital for services such as designing, constructing, commissioning and financing large retrofits, while others are
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interested in services that will inform their decision-making process. Still others are interested in future renewable

generation.

Responding to a question from Chairman Koelmel, Mr. Berlin said this year the Authority plans to focus on

the first two phases of the initiative. Ideas for new services will be market-tested with the intent to see how customers

respond to them.

8. Board Resolution: Joanne M. Mahoney

DEFERRED TO MARCH MEETING

9. Motion to Conduct an Executive Session

RESOLUTION Moved:
E. Nicandri

Seconded:
J. Mahoney

Adopted:
4/0

10. Motion to Conduct an Executive Session

RESOLUTION Moved:
E. Nicandri

Seconded:
J. Mahoney

Adopted:
4/0

11. Next Meeting

RESOLUTION Moved:
E. Nicandri

Seconded:
J. Mahoney

Adopted:
4/0


