
Date: July 30, 2015

To: THE TRUSTEES

From: THE PRESIDENT and CHIEF EXECUTIVE OFFICER

Subject: Amendment to 2011 Cost Share Agreement for
Shore Power with the City of New York

SUMMARY

The Trustees are requested to approve an amendment to the terms of an existing 2011
agreement (‘2011 Agreement’) between the City of New York (“City”) and the New York Power
Authority (“Authority”), relating to cost sharing for shore power service at the Brooklyn Cruise
Terminal (“BCT”). The amendment will provide a revision to key terms further defining the
collaborative effort to establish shore power capability at the BCT. Copies of the 2011
Agreement and the proposed amendment (entitled “First Amendment to the Agreement
between the City of New York and the Authority”) are attached hereto as Exhibits “A” and “B,”
respectively.

BACKGROUND

Since early 2007, the Authority has been in discussions with the City, the New York City
Economic Development Corporation ("NYCEDC") and the Port Authority of New York and New
Jersey ("Port Authority") regarding a proposal to install shore power capability at the BCT. On
October 26, 2010, the Authority’s Trustees authorized the President and Chief Executive
Officer, and his designees, to enter into an agreement with the City of New York ("City")
whereby the Authority on or about January 31, 2011, entered into the 2011 Agreement with the
City.

The 2011 Agreement was designed to facilitate improved air quality in the densely
populated community surrounding the BCT by reducing pollutants. Additionally, the region is
considered a non-attainment zone for certain emissions. The issue of cruise and container
ship shore pollution from on board auxiliary diesel generators has become a national or bi-
coastal issue. Identifiable emissions are NOx, SOx, as well as fine particulate (soot). Current
and prospective solutions entail: reducing the sulfur content of fuel; installing emission control
devices; and accessing a land-based power source, or shore power.

Carnival Corporation & plc ("Carnival"), a global cruise company, had previously agreed
to retrofit two ships berthing at the BCT with equipment that would enable these ships to
connect to shore power, versus operating diesel powered generators. However, in order to
make this investment and to economically justify shutting down the on-board diesel engines,
Carnival stated that it required a maximum rate for electricity of 12 cents per kilowatt hour
(kWh) that was lower than the applicable standard Authority tariff rate for production and
delivery services. An acknowledged obstacle for shore power is its high peak demand and
intermittent energy usage.
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The 2011 Agreement applied only to usage resulting from the shore power connection
of two specific ships at the BCT, the Queen Mary 2 and the Caribbean Princess. The cost
sharing between the City and the Authority was determined as 50% of the difference between
the maximum 12 cents kWh rate to be charged by NYCEDC to Carnival and the Authority's
otherwise applicable tariff rate. The Authority has been advised by the City that the necessary
system upgrades to allow for shore power access are near complete and should be operational
by the fall of 2015. The 2011 Agreement is set to expire on December 31, 2017.

DISCUSSION

In subsequent discussions between the Authority and the City, the City requested that
the 2011 Agreement be amended.

The amendment replaces paragraph 1 of the 2011 Agreement with a new provision.
The provision removes references to specific ships and expands the operational conditions of
the agreement. Specifically, it states the Authority and the City will each cover half of the
difference between the cost of the electrical power consumed by cruise ships berthed at the
BCT and drawing shore power (i) at the Carnival Rate (12 cents per kWh) and (ii) the then
applicable Authority rate, not to exceed forty (40) calls per calendar year by the Carnival
Corporation Lines or Non-Carnival Shore Power Vessels or four hundred (400) hours,
whichever comes first. If the limits described in (ii) are exceeded by Carnival Corporation Lines
and Non-Carnival Shore Power Vessels, cumulatively, applicable standard electric rates for
electric supply under the Authority’s Service Tariff shall be applied. In addition, the City shall
provide the Authority the necessary information to track the limits related to usage of shore
power at the BCT.

An issue relating to shore power in general, including the BCT operation, is the
intermittent power usage. Power usage, as defined by the customer’s load factor, is the
average load in relation to its peak load. Generally, as the usage and load factor increase, the
overall average billed rate (including the Authority’s production and Consolidated Edison
Company of New York, Inc. delivery services) decrease. The provision of allowing more ships
to berth will have the effect of increasing the load factor and producing a lower rate. So as
more calls occur, the difference between the Carnival rate and the average tariff rate are
diminished, and correspondingly, the City and the Authority’s cost share is reduced as is the
overall financial impact.

FISCAL INFORMATION

It is estimated that this cost share agreement will aggregate to approximately $5 million
for the Authority over the remainder of the Agreement, terminating on December 31, 2017.
This cost share agreement is funded by Operating Revenues.

RECOMMENDATION

The Senior Vice President – Economic Development and Energy Efficiency
recommends that the Trustees approve the proposed amendments to the 2011 Agreement
between the City and the Authority.

For the reasons stated, I recommend the approval of the above-requested action by
adoption of the resolution below.

Gil C. Quiniones

President and Chief Executive Officer
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R E S O L U T I O N

WHEREAS, at the request of, and in cooperation with, the City of New York (“City”), the

Authority has been requested to amend the Cost Share Agreement with the City for Shore

Power at the Brooklyn Cruise Terminal (“BCT”); and

WHEREAS, installation of shore power capability at the BCT will result in utilization of

new clean air technology, improved air quality in the region and positive health benefits for the

residents in the vicinity of the BCT; and

WHEREAS, provision by the Authority of an amendment to the Cost Share Agreement

with the City will allow for additional cruise ships with Shore Power capability to berth at the

BCT, while placing limits on the cost share responsibility for the Authority and the City for the

term of the Cost Share Agreement;

NOW, THEREFORE, BE IT RESOLVED, That the President and Chief Executive

Officer, or his designee, is hereby authorized on behalf of the Authority to execute amended

agreements between the Authority and the City, as described in the attached memorandum of

the President and Chief Executive Officer and any other consents, agreements or other

transactions as are necessary or ancillary to such agreement; and be it further

RESOLVED, That the Chairman, the President and Chief Executive Office, 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 documents necessary or

advisable to effectuate the foregoing resolution, subject to the approval of the form thereof by

the Executive Vice President and General Counsel.
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