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December 18, 2007

Minutes of the Regular Meeting of the Power Authority of the State of New York held at the Clarence D.
Rappleyea Building, 123 Main Street, White Plains, NY at 11:00 a.m.

The following Members of the Board were present at the following locations:

Frank S. McCullough, Jr., Chairman (White Plains, NY)

D. Patrick Curley, Trustee (White Plains, NY)

James A. Besha, Sr., Trustee (White Plains, NY)

Robert E. Moses, Trustee (White Plains, NY)

Thomas W. Scozzafava, Trustee (White Plains, NY)

Elise M. Cusack, Trustee (Lewiston, NY) — was unable to participate due to technical difficulties

Michael J. Townsend, Vice Chairman — excused

Roger B. Kelley
Thomas J. Kelly
Joseph Del Sindaco
Gil C. Quiniones
Vincent C. Vesce
Steven J. DeCarlo
Angelo S. Esposito
William J. Nadeau
Brian Vattimo
Edward A. Welz
James H. Yates
Arnold M. Bellis
John M. Hoff
Donald A. Russak
William V. Slade
Thomas Warmath
Thomas P. Antenucci
Joseph J. Carline
Daniel Wiese
Brian C. McElroy
Anne B. Cahill
Angela D. Graves
Dennis T. Eccleston
Paul F. Finnegan
Thomas A. Davis
Joan Tursi

James F. Pasquale

Michael A. Saltzman
Marilyn J. Brown
Daniel J. Cappiello
Alice T. Conway
Mary Jean Frank
Lorna M. Johnson
Jack Murphy

Oksana U. Karaczewsky

President and Chief Executive Officer

Executive Vice President, General Counsel and Chief of Staff

Executive Vice President and Chief Financial Officer

Executive Vice President — Energy Marketing and Corporate Affairs

Executive Vice President — Corporate Services and Administration

Senior Vice President — Transmission

Senior Vice President — Energy Services and Technology

Senior Vice President — Energy Resource Management and Strategic Planning

Senior Vice President — Public and Governmental Affairs

Senior Vice President and Chief Engineer — Power Generation

Senior Vice President — Marketing and Economic Development

Vice President and Controller

Vice President — Procurement and Real Estate

Vice President — Finance

Vice President — Environment, Health and Safety

Vice President and Chief Risk Officer

Vice President — Project Management

Assistant General Counsel — Power and Transmission

Inspector General and Vice President — Corporate Security

Treasurer — Corporate Finance

Corporate Secretary

Deputy Corporate Secretary

Chief Information Officer

Executive Director — Public and Governmental Affairs

Director — Financial Planning

Director — Business Services

Director — Business Power Allocations, Compliance and Municipal and
Cooperative Marketing

Director — Media Relations

Manager — Market Pricing Analysis

Manager — Performance Planning

Senior Benefits Administrator

Associate Corporate Secretary

Assistant Corporate Secretary

Temporary Public Relations Counsel

Senior Procurement Compliance Coordinator



December 18, 2007

Mike Schneider Contractor
Chris Isca Contractor

Chairman McCullough presided over the meeting. Corporate Secretary Cahill kept the Minutes.



December 18, 2007

Introduction
Chairman Frank McCullough said that the Trustees’ Meeting was not being webcast in real time due to
technical difficulties, but that a quorum was present at the meeting, since five of the seven Trustees were in the

White Plains Office.



1.

December 18, 2007

Approval of the Minutes

The Minutes of the Regular Meeting of November 27, 2007 were unanimously adopted.



December 18, 2007

Financial Reports for the Eleven Months Ended November 30, 2007

Mr. Bellis presented an overview of the reports for the Trustees.
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NEW YORK POWER AUTHORITY
FINANCIAL REPORT
FOR THE ELEVEN MONTHS ENDED NOVEMBER 30, 2007

(% in millions)

2007 YID November 2007
Financial Summary Actual Budget Actual Budget
Net operating revenues $250.8 $223.5 $15.2 $18.7
Net revenues (loss) 238.7 164.8 155 11.0
O&M (incl. administrative) 2504 255.7 251 239
Generation (gwh’s) 24,143 24,109 1,963 2,023
Prior December

Current Month 2006

Reserves $451 $375 $348

Net revenues through November 30, 2007 were $238.7 which was $73.9 higher than
budgeted including higher non-operating income ($46.6) and higher net operating
revenues ($27.3). Non-operating income included higher earnings on investments due to
higher balances, a mark-to-market gain on the Authority’s investment portfolio, and
lower than anticipated costs on variable rate debt. Higher net operating revenues at
Blenheim-Gilboa ($12.6), the SCPP’S ($10.0) and the hydro facilities ($5.9), were due
mainly to a higher volume of market-based sales and higher prices for capacity. The
favorable variance at the transmission facilities ($8.7) was due primarily to higher than
anticipated congestion payments to the Authority due to a higher level of congestion
across the central-east interface (assigned to FACTS project TCC’s). These positives
were partially offset by a negative variance at Flynn ($10.7) due in part to the repair of
the generator rotor and a timing difference for planned outage expenses.

Net revenues for the month of November were $15.5 which was $4.5 higher than
anticipated resulting from higher non-operating income (§8.1) partially offset by lower
net operating revenues ($3.6). Non-operating income included a mark-to-market gain on
the Authority's investment portfolio, higher investment earnings, and lower costs on
variable rate debt. Net operating revenues were lower primarily at the hydro facilites
(2.9, 7% lower generation), and at SENY ($2.1, higher O&M due to costs associated
with the Poletti planned outage deferred from earlier in the year). Production for
November was 11% lower than anticipated resulting in year-to-date generation (24,143
gwh) which was slightly higher than the budget (24,109 gwh). Through November,
higher generation at the fossil facilitics (181 gwh) was substantially offset by lower hydro
production (147 gwh). The increase in the November operating reserve balance includes
an installment payment of $83.7 received from Entergy relating to the year 2000 nuclear
plant sale.




NYPA

Net Revenues

For The Eleven Months ended November 30, 2007

Operating Revenues
Customer

Market-Based Power Sales
Ancillary Services
NTAC and Other

Total Market-Based and I1SO

Operating Expenses

Purchased Power:

Entergy

Other
Ancillary Services
Fuel Consumed - Oil & Gas
Wheeling
Operations & Maintenance
Other expenses
Depreciation & Amortization
Allocation to Capital

3

Net Operating Revenues

Interest Income and Realized Gains
Mark to Market Adjustment
Investment Income

Interest and Other Expenses

Net Revenues

($ in 000'S)

Variance
Favorable/
Annual Budget Actual Budget (Unfavorable)
$1,826,711 $1,690,887 $1,670,163 $20,724
737,570 825,803 695,910 129,893
67,499 52,523 61,000 (8,477)
81,763 79,724 74,531 5,193
886,832 958,050 831,441 126,609
2,713,543 2,648,937 2,501,604 147,333
155,370 145,297 141,920 (3.377)
809,217 837,723 758,350 (79,373)
73,733 91,436 67,456 (23,980)
519,480 489,248 471,922 (17,326)
325,869 303,089 302,034 (1,055)
281,152 250,422 255,706 5,284
142,609 127,761 130,723 2,962
176,451 163,715 161,583 (2,132)
(12,681) (10,514) (11,606) (1,092)
2,471,200 2,398,177 2,278,088 (120,089)
242,343 250,760 223,516 27,244
56,743 76,032 52,109 23,923
1,000 10,932 1,000 9,932
57,743 86,964 53,109 33,855
124 192 99,050 111,814 12,764
175,894 238,674 164,811 73,863
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Niagara/St. Lawrence

o o o © o

Blenheim-Gilboa

SENY

[+]
[+
[+]
[+]
o]
[+
SCPP 0
[+]
[+]
o
o
Market Supply Power ¢
o]
o
o]

Flynn

Transmission 0

Consolidating adjustments

Net Revenues

NEW YORK POWER AUTHORITY
VARIANCE FROM BUDGET
MAJOR FACTORS
For the Eleven Months Ended November 30, 2007
(Millions)

Higher customer revenues

Higher purchased power costs (primarily higher congestion)

Higher ancillary service costs (residual adjustments)

Lower St. Lawrence site O&M (lower than anticipated maintenance costs)
Other (primarily lower interest costs)

o Higher market-based revenues (higher volumes)

Higher purchased power costs (higher volumes)

Higher customer revenues (higher than anticipated ECA revenue)
Higher market-based sales (higher volumes)

Higher purchased power costs (higher volumes & prices)

Higher ancillary service costs (primarily local reliability)

Higher fuel costs (higher prices & higher generation)

Other (primarily lower interest costs)

Higher revenues (primarily a higher volume of market-based sales)
Higher purchased power costs (higher volumes)

Higher fuel costs (primarily higher generation)

Higher site O&M (emergency repair work)

Other

Higher revenues (primarily a higher volume of market-bases sales)
Higher purchased power costs (higher volumes & prices)

Higher ancillary service costs (residual adjustments})

Other

Lower revenues

Lower fuel costs (primarily lower generation - rotor failure)

Higher site O&M (rotor repair & outage spending timing differences)
Other

Higher revenues (including TCC revenues for the FACTS project)
Lower allocated administrative expenses
Other (includes lower interest costs)

(higher eamings on investments & higher positive mark-to-market adjustment)

Better/(Worse)
than budget

$ 23.0
(8.5)
(10.0)
1.8

2.3

16.4
(3.3)

22.9
64.5
(59.7)
(11.3)
(18.3)
14

35.5
(5.3)
(17.1)
(0.9)
2.1)

12.7
(9.9)
(2.2)

$8.6

13.1

55

10.1

(0.9)

(10.2)

10.5

37.2

$ 73.9



NYPA
Operations & Maintenance
For the Eleven Months Ended November 30, 2007

($'s in millions)

Actual Budget
Power Generation
Headquarters Support $10.4 $8.3
Blenheim-Gilboa 13.0 14.5
Charles Poletti 18.2 18.0
500 MW 11.2 9.4
R.M. Flynn 14.2 9.7
SCPP 13.0 12.2
Small Hydros 32 3.8
Niagara 354 352
St. Lawrence 15.1 16.9
133.7 128.0
Transmission _
ECC/Headquarters 85 0.1
Transmission Facilities 35.0 35.2
43.5 44.3
Corporate Support
Executive Office 10.4 10.7
Business Services 28.0 29.1
HR & Corporate Support 16.4 16.6
Energy Marketing & Corporate Affairs 13.8 18.3
68.6 74.7
Research & Development & Other : 4.6 8.7
Total 2504 $255.7

Through November, O&M expenses were $5.3 million under budget. Underruns at HQ Corporate Support departments,
R&D, and the Transmission facilities were partially offset by higher Power Generation spending.

HQ Corporate Support expenses were under budget by $6.1 million mostly due to under spending for the public
awareness program, HQ communications, and IT contract services. R&D was under budget due to a significant delay in
procurement of Electric Hybrid school Buses, reduced NYSERDA payments, and delayed spending for the PHEV
Sprinter Van Project. Transmission spending was under budget by $0.8 million primarily due to less than expected
contractor support for right-of-way maintenance and aircraft services.

Power Generation expenditures were $5.7 million higher than budgeted due primarily to overruns at Flynn (84.5), Power
Generation HQ ($2.1), and the S00MW plant ($1.8). The Flynn overrun was the result of an unscheduled outage for
generator rotor damage, and a timing difference for planned outage expenses. Power Generation HQ was over budget due
to lower than expected labor charged to capital projects. The 500MW plant reflected greater than anticipated routine
maintenance work and outage costs. These negatives were partially offset by underruns at St. Lawrence and Blenheim-
Gilboa. St. Lawrence was under budget by $1.8 million due to less than expected payroll charges for recurring
maintenance, and lower consulting charges for the Robert Moses Power Dam Foundation Grouting. The variance at
Blenheim-Gilboa ($1.5) included less than expected payroll charges for recurring maintenance (higher payroll charges for
the LEM capital project), coupled with a delay in the Penstock & Tunnel Inspection.



NEW YORK POWER AUTHORITY
COMPARATIVE STATEMENT OF NET ASSETS
(IN THOUSANDS)

ASSETS:
Construction Work In Progress
Net Utility Plant
Restricted Funds
Construction Funds
Investment In Decommissioning Trust Fund
Current Assets:
Cash

Receivables-Customers

Prepayments And Other
Notes Receivable-Nuclear Sale

Deferred Charges And Other Assets

LIABILITIES AND OTHER CREDITS:
Long-Term Debt- Bonds

Short-Term Notes Payable

Accounts Payable And Accrued Liabilities
Spent Nuclear Fuel Disposal

Decommissioning Of Nuclear Plants
Deferred Revenue

ACCUMULATED NET REVENUES-JANUARY 1
NET REVENUES

NOVEMBER DECEMBER
2007 2006 NET CHANGE
Electric Plant In Service, Less Accumulated Depreciation $3,389,464 $3,078,037 311,427
176,793 163,034 13,759
$3,566,257 $3,241,071 325,186
89,714 67,487 22,227
273,435 105,648 167,787
988,191 922,778 65,413
72 72 -
Investments In Government Securities 1,117,955 749,988 367,967
Interest Receivable On Investments 18,538 15,114 3,424
148,552 205,471 (56,919)
Materials & Supplies-Plant & General 72,384 66,297 6,087
-Fuel 36,753 32,793 3,960
40,443 62,902 (22,459)
119,966 192,001 (72,035)
489,714 497,301 (7,587)
TOTAL ASSETS $6,961,974 $6,158,923 $803,051
$1,877,097 $1,735,262 141,835
Notes 150,000 156,145 (6,145)
272,624 272,282 342
999,643 636,683 362,960
210,628 201,575 9,053
988,191 922,778 65,413
191,498 200,706 (9,208)
TOTAL LIABILITIES AND OTHER CREDITS 4,689,681 4,125,431 564,250
2,033,619 1,896,548 137,071
238,674 136,944 101,730
TOTAL LIABILITIES AND CAPITAL $6,961,974 $6,158,923 $803,051
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NYPA
Capital Expenditures
For the Eleven Months Ended November 30, 2007

($’s in millions)

Actual Budget
New Generation $2.1 $1.8
Energy Services ; 114.8 92.1
Existing Facilities 433.6 452.8
Transmission 17.8 26.3
Headquarters 28.1 27.1
General Plant and Minor Additions © 9.9 13.7

$606.3 $613.8

Capital expenditures for 2007 were 1.2% lower than the budget. Existing Facilities were under
running the budget by $19.2 million primarily due to timing differences on payments related to
the procurement of various equipment for the St. Lawrence LEM and consultant costs for the
New License and Comprehensive Settlement Agreement projects. Also, the Niagara Unit 4
Standardization and Generator Stator Rewind Project have been postponed until the generator
rewind failures are addressed. The underrun in Transmission of $8.5 million was primarily due
to timing differences on the procurement of equipment for the Static Var Compensator and Tri-
Lakes Reliability Project. Additionally, the Relay Replacement Program has been delayed to
coordinate the installation with other planned projects. These underruns were partially offset by
Energy Services overruns of $22.7 million primarily due to unbudgeted expenditures related to
the Peak Load Management and the NYC Housing Authority Hot Water Tanks Program. In
addition, accelerated construction activity at the Monroe County Landfill Gas Project, Nassau
County EMS facility and SUNY Brockport Harrison Hall contributed to this overrun.

Under the Expenditure Authorization Procedure, the President has authorized new expenditures
on budgeted capital projects of $7.2 million for 2007. There were no new authorized
expenditures this month.



Demand Side Management

Cost Summary (Inception to Date)

November 30, 2007

($ in 000's)
(A) DSM Projects
(A) (B) (©) (D) (E)
Projects Completed Cumulative Recoveries Net Investment
Authorized Program Prog In-Progress Projects Cost o Date (C-D)
$183,050 Electrotechnologies LTEPA ES-EPN 10,095 74,534 84,629 50,256 34,373
433,000 NYPA Energy Services Program ES-ESN 83,767 109,049 192,816 58,690 134,126
530,000 SENY Govt Cust Energy Serv ES-GSN 80,023 16,404 96,427 32,375 64,052
130,000 SENY HELP LTEPA ES-LTN 12,059 75,667 87,726 62,010 25,716
1,200 MUNI Vehicle Program ES-MVN 483 458 326 132
140,000 Non-Elect End Use LTEPA ES-NEN 32,872 57,634 90,506 52,995 37,511
35,000 Peak Load Mgmt ES-PLN 7,273 165 7,438 7,438
Completed Programs
5,000 Coal Conversion LTEPA ES-CCN 5,000 5,000 3,466 1,534
5,000 County & Muni's ES-CMN 1,919 1,919 1,919 0
13,000 Distributed Generation ES-DGN $1,440 $1,787 $1,191 $596
14,600 Industrial ES-IPN 6,875 6,875 6,875 0
51,000 LI HELP ES-LIN 47,505 47,505 47,257 248
15,000 SENY New Constr ES-NCN 2,992 2,992 2,992 0
75,000 Public Housing LTEPA ES-PHN 72,081 72,081 72,081 0
40,000 Public Schoals ES-PSN 38,941 38,941 38,895 46
130,000 SENY HELP ES-SEN 134,305 134,305 134,305 0
60,000 Statewide ES-SWN 56,733 56,733 55,665 1,068
4,085 Other 746 746 746 0
7,500 Wattbusters 5,441 5,441 5,441 0
$1,872,435 $226,089 $707,914 $934,325 $627,485 $306,840
(B) POCR Funding
LOANS
Outstanding
Authorized Program Loans Issued Repayments Balance
$ 16,390 Colleges & Universities 3 16,390 3 16,167 (1) 8 223
GRANTS
Authorized Program Issued
$9,105 Coal Conversion Pilot $9,105
4,558 Hybrid Bus Program 4,558
663 Solar Grants 663
3,000 NYSERDA 3,000
25,768 (1) Energy Services Programs 15,800
31,199 (1) POCR Grants 13,435
$ 74,293 $ 46,561
(C) CASP Funding
Authorized Program Issued
$133,110 (2) Coal Conversicn $118,819
(D) Board of Ed Funding
Authorized Program Issued
$39,010 (2) Climate Controls (NYC BOE) $35,077
(E) NYC Housing Auth Funding
Autharized Program Issued
$25,708 (2) NYCHA Hot Water Heaters $19,830
(F) Lower Manhattan Energy Independence Initiative Program
Authorized Program Issued

525,000 (2) Lower Manhattan Energy Serv

$0

(1) Funds recovered via loan repayments are available and assigned to be used as grants in the Energy Services Program and for POCR Grant Program.
(2) Authorized funds reflect both principal received and the interest earned on such principal.
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NEW YORK POWER AUTHORITY
OPERATING FUND
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Fuel Reserves include $210.6 million for Nuclear Spent Fuel and $32.6 million for Energy Hedging Reserve Fund.

OPEB (Other Post Employment Benefits): The Authority's Trustees have authorized staff to initiate the establishment of a trust for its OPEB obligations and have
designated $100 million as a reserve within the Operating fund for this purpose.
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3. Report from the President and Chief Executive Officer

President Roger Kelley apologized for the Authority’s internet difficulties that were interfering with real-
time webcasting. He extended his wishes for happy holidays to the Trustees and all Authority staff, saying that it
has been an eventful year and that he wanted to thank everyone for their efforts.

According to President Kelley, the Authority’s proposed overall 2008 budget had been developed through
meetings with the business unit heads and review of the operations and maintenance (“O&M?”), capital, energy
services and fuels budgets. He said that the 2008 proposed O&M, energy services and fuels budgets were at
slightly higher levels than in 2007, but that the 2008 proposed capital budget was 74% less than the 2007 capital
budget, primarily due to recognition of the Niagara relicensing settlement agreements in the 2007 budget.

President Kelley distributed the highlights of the Authority’s new business plan to the Trustees, saying
that the six strategic goals developed from the Authority’s mission statement were in turn linked to objectives
added by the business unit heads that would drive their departments’ deliverables for 2008. He said that this was
the first time the Authority’s strategic plan was not a stand-alone document, adding that employee performance
documents were also being streamlined in order to enhance the performance management process.

Updating the status of Request for Proposals #5 for 500 MW of capacity for New York City, President
Kelley said that the bids would be opened on December 20" and that it was anticipated that staff would make its
recommendation to the Trustees at their April 2008 meeting.

President Kelley said that the New York Independent System Operator’s recently released reliability
needs assessment report stated that the State’s electricity resources were expected to be adequate through 2011,
but that the additional capacity needs projected for the Southeastern New York region beginning in 2012 would
become acute if additional resources are not marshaled by 2017. President Kelley said that the Authority’s
potential contribution to these needed additional resources include the extra capacity sought under RFP #5,
possible construction of a new power plant and enhancement of the Authority’s transmission facilities.

On December 10", the Governor’s Energy and Environmental Collaborative met in Albany. President
Kelley said that the Authority is in good shape to assist the State in meeting the Governor’s 15 by 15 goals. He
said that the Authority is expected to spend upwards of $120 million in 2007 on energy efficiency measures for its
government customers, adding that Mr. Gil Quiniones and Mr. Angelo Esposito had done a good job in

exceeding previous projections for 2007. President Kelley said that it is anticipated that an additional $150
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million will be spent on energy efficiency projects in 2008, with expenditures through 2015 projected to be $1.4
billion. The Long Island Power Authority anticipates expenditures of $100 million by 2015 through its own
energy efficiency programs, which would bring energy efficiency expenditures by both authorities to nearly $2.5
billion.

President Kelley reported that the Authority is just beginning transmission studies aimed at improving
both upstate and downstate transmission facilities by easing congestion.

In President Kelley’s opinion, the Authority overall has had a very good year.

Chairman McCullough echoed President Kelley’s sentiments, saying that 2007 had been a terrific year
for the Authority, highlighting such achievements as the issuance of the new 50-year license for the Niagara
power project, the community programs implemented as a result of the settlement agreements connected with the
relicensing, the facility upgrades under way and President Kelley’s smooth transition into his job. President
Kelley mentioned the settlement agreements with Entergy and General Electric as additional 2007

accomplishments.
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4, Power for Jobs Program — Extended Benefits

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

“The Trustees are requested to approve extended benefits for 30 Power for Jobs (‘PFJ’) customers as listed
in Exhibit ‘4-A.” These customers have been recommended to receive such extended benefits by the Economic
Development Power Allocation Board (‘EDPAB”).

BACKGROUND

“In July 1997, the New York State Legislature approved a program to provide low-cost power to businesses
and not-for-profit corporations that agree to retain or create jobs in New York State. In return for commitments to
create or retain jobs, successful applicants receive three-year contracts for PFJ electricity.

“The PFJ program originally made 400 megawatts (‘MW?) of power available. The program was to be
phased in over three years, with approximately 133 MW made available each year. In July 1998, as a result of the
initial success of the program, the Legislature amended the PFJ statute to accelerate the distribution of the power and
increase the size of the program to 450 MW.

“In May 2000, legislation was enacted that authorized another 300 MW of power to be allocated under the
PFJ program. Legislation further amended the program in July 2002.

“Chapter 59 of the Laws of 2004 extended the benefits for PFJ customers whose contracts expired before
the end of the program in 2005. Such customers had to choose to receive an ‘electricity savings reimbursement’
rebate and/or a power contract extension. The Authority was also authorized to voluntarily fund the rebates, if
deemed feasible and advisable by the Trustees.

“PFJ customers whose contracts expired on or prior to November 30, 2004 were eligible for a rebate to the
extent funded by the Authority from the date their contract expired through December 31, 2005.

“PFJ customers whose contracts expired after November 30, 2004 were eligible for rebate or contract
extension, assuming funding by the Authority, from the date their contracts expired through December 31, 2005.

“Approved contract extensions entitled customers to receive the power from the Authority pursuant to a
sale-for-resale agreement with the customer’s local utility. Separate allocation contracts between customers and the
Authority contained job commitments enforceable by the Authority.

“In 2005, provisions of the approved State budget extended the period PFJ customers could receive benefits
until December 31, 2006. Chapter 645 of the Laws of 2006 included provisions extending program benefits until
June 30, 2007. In 2007, a new law (Chapter 89 of the Laws of 2007) included provisions extending program
benefits until June 30, 2008.

“At its meeting of October 18, 2005, EDPAB approved criteria under which applicants whose extended
benefits EDPAB had reduced for non-compliance with their job commitments could apply to have their PFJ benefits
reinstated in whole or in part. EDPAB authorized staff to create a short-form application, notify customers of the
process, send customers the application and evaluate reconsideration requests based on the approved criteria.

DISCUSSION
“At its meeting on December 18, 2007, EDPAB recommended that the Authority’s Trustees approve

electricity savings reimbursement rebates to the 30 businesses listed in Exhibit ‘4-A.” Collectively, these
organizations have agreed to retain more than 27,000 jobs in New York State in exchange for the rebates.
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“The Trustees are requested to approve the payment and funding of rebates for the companies listed in
Exhibit ‘4-A’ in a total amount currently not expected to exceed $2.8 million. Staff recommends that the Trustees
authorize a withdrawal of monies from the Operating Fund for the payment of such amount, provided that such
amount is not needed at the time of withdrawal for any of the purposes specified in Section 503(1)(a)-(c) of the
General Resolution Authorizing Revenue Obligations, as amended and supplemented. Staff expects to present the
Trustees with requests for additional funding for rebates to the companies listed in Exhibit ‘4-A” in the future.

FISCAL INFORMATION

“Funding of rebates for the companies listed in Exhibit ‘4-A’ is not expected to exceed $2.8 million.
Payments will be made from the Operating Fund. To date, the Trustees have approved $104.2 million in rebates.

RECOMMENDATION

“The Executive Vice President and Chief Financial Officer and the Director — Business Power Allocations,
Compliance and Municipal and Cooperative Marketing recommend that the Trustees approve the payment of
electricity savings reimbursements to the Power for Jobs customers listed in Exhibit ‘4-A.’

“The Executive Vice President, General Counsel and Chief of Staff, the Executive Vice President — Energy
Marketing and Corporate Affairs, the Senior Vice President — Marketing and Economic Development, the Senior
Vice President — Public and Governmental Affairs and | concur in the recommendation.”

Chairman McCullough said that the Economic Development Power Allocation Board (“EDPAB”)
meeting scheduled for earlier that morning had been postponed until Thursday, December 20" at 10 a.m. due to
the internet difficulties that had made a videoconference impossible. He said that if the Trustees approved the
rebates proposed in this item, such approval would be subject to EDPAB also approving them at its Thursday
meeting. Mr. James Pasquale then presented the highlights of staff’s recommendations to the Trustees.

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.
WHEREAS, the Economic Development Power Allocation Board
(“EDPAB”) has recommended that the Authority approve electricity
savings reimbursements to the Power for Jobs (“PFJ”) customers listed in
Exhibit “4-A”;

NOW THEREFORE BE IT RESOLVED, That to implement such
EDPAB recommendations, the Authority hereby approves the payment of
electricity savings reimbursements to the companies listed in Exhibit “4-A,”
and that the Authority finds that such payments for electricity savings
reimbursements are in all respects reasonable, consistent with the
requirements of the PFJ program and in the public interest; and be it
further

RESOLVED, That based on staff’s recommendation, it is hereby
authorized that payments be made for electricity savings reimbursements
as described in the foregoing report of the President and Chief Executive
Officer in the aggregate amount of up to $2.8 million, and it is hereby found
that amounts may properly be withdrawn from the Operating Fund to fund
such payments; and be it further
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RESOLVED, That such monies may be withdrawn pursuant to the
foregoing resolution upon the certification on the date of such withdrawal
by the Vice President — Finance or the Treasurer that the amount to be
withdrawn is not then needed for any of the purposes specified in Section
503(1)(a)-(c) of the General Resolution Authorizing Revenue Obligations, as
amended and supplemented; and be it further

RESOLVED, That the Senior Vice President — Marketing and
Economic Development or his designee be, and hereby is, authorized to
negotiate and execute any and all documents necessary or desirable to
effectuate the foregoing, subject to the approval of the form thereof by the
Executive Vice President, General Counsel and Chief of Staff; and be it
further

RESOLVED, That the Chairman, the President and Chief
Executive 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 documents to effectuate the foregoing
resolution, subject to the approval of the form thereof by the Executive Vice
President, General Counsel and Chief of Staff.

10
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New York Power Authority Exhibit "4-A"
Power for Jobs - Extended Benefits Recommended
Recommendation for Electricity Savings Reimbursements Jobs in Allocation
Line Company City County 10U KW Job Committed | Application | Over (under) | % Over (under) | Compliance KW Jobs/MW| Type Service
1 Elaine Kaufman Cultural Center New York New York | Con Ed 60 73 70 -3 -4% Yes 60 1,167 | NFP_|Multi-arts center
2 Kingsbrook Jewish Medical Center Brooklyn Kings Con Ed 1,200 2,403 2,325 -78 -3% Yes 1,200 1,938 | NFP_ |Medical and Research Institution
3 Lincoln Center for the Performing Arts New York New York Con Ed 3,000 3,763 3,763 0 0% Yes 3,000 1,254 NFP_|Performing Arts Center
4 Long Island Jewish Medical Center Manhasset Nassau Con Ed 2,000 6,143 6,958 815 13% Yes 2,000 3,479 NFP |Healthcare Center
5 S. R. Guggenheim Museum New York New York Con Ed 475 380 390 10 3% Yes 475 821 NFP |Art Museum
Total Con Ed Subtotal 5 6,735 12,762 13,506 6,735
6 Good Samaritan Hospital West Islip Suffolk LIPA 800 2,805 3,088 283 10% Yes 800 3,860 | NFP |Healthcare Center
7 Kozy Shack, Inc. Hicksville Nassau LIPA 1,000 265 251 -14 -5% Yes 1,000 251 Large |Mfr. of puddings & snacks
8 Standard Microsystems Corp. Hauppauge Suffolk LIPA 1,050 401 403 2 0% Yes 1,050 384 Large |Maker and supplier of computer circuits
Total LIPA Subtotal 3 2,850 3,471 3,742 2,850
9 Bank of New York Oriskany Oneida | N. Grid 500 759 791 32 4% Yes 500 1,582 | Large |Banking Services
10 Bison Foods - Div. of Upstate Farms Buffalo Erie N. Grid 500 134 136 2 1% Yes 500 272 | Large|Dairy Products
11 Kilian Manufacturing Corporation Syracuse Onondaga| N. Grid 400 166 154 -12 -7% Yes 400 385 Large |Mfr. ball bearings
12 Nathan Littauer Hospital & Nursing Home Gloversville Fulton N. Grid 400 675 682 7 1% Yes 400 1,705 | NFP |Hospital and Nursing Home
13 PCI Paper Conversions, Inc. Syracuse Onondaga | N. Grid 400 235 223 -12 -5% Yes 400 558 Large |Printed materials & adhesive manufacturing
14 Quad Graphics, Inc. Saratoga Springs| Saratoga | N. Grid 4,000 958 1,068 110 11% Yes 4,000 267 Large |Printing services
15 Queensboro Farm Products, Inc. Canastota Madison | N. Grid 500 79 81 2 3% Yes 500 162 Large |Milk manufacturing and processing plant
16 Snyder Industries, Inc. N. Tonawanda | Niagara | N. Grid 350 110 98 -12 -11% Yes 350 280 Small |Machinery
17 Sorrento Lactalis, Inc. Buffalo Erie N. Grid 1,500 364 496 132 36% Yes 1,500 331 | Large|Produces cheese as well as whey products
18 Welch Allyn Data Collection Inc. Skaneateles Falls| Onondaga| N. Grid 2,000 1,275 1,302 27 2% Yes 2,000 651 Large |Medical and dental diagnostic equipment
Total National Grid Subtotal 10 10,550 4,755 5,031 10,550
19 Audio Sears Stamford Delaware | NYSEG 190 85 89 4 5% Yes 190 468 Small |Makes audio equipment
20 Corning, Inc.- (Big Flats) Big Flats Chemung | NYSEG 500 131 117 -14 -11% Yes 500 234 Large |Manufacturer of optical fiber products
21 Corning, Inc. (Costar Plant) Oneonta Otsego | NYSEG 900 181 172 -9 -5% Yes 900 191 | Large [Manufacturer of optical fiber products
22 Corning, Inc.- (Southside) Corning Steuben NYSEG 1,500 798 882 84 11% Yes 1,500 588 Large |Manufacturer of optical fiber products
23 Corning, Inc. (Sullivan Park) Corning Steuben | NYSEG 3,000 1448 1,495 47 3% Yes 3,000 498 | Large |Manufacturer of optical fiber products
24 Custom Electronics, Inc. Oneonta Otsego | NYSEG 150 55 62 7 13% Yes 150 413 | Small|Electronic components and assemblies
25 Soucy USA Champlain Clinton NYSEG 400 183 201 18 10% Yes 400 503 Large |Storage & Warehouse facility
26 Upstate Niagara Cooperative, Inc Buffalo Erie NYSEG 600 150 154 4 3% Yes 600 257 | Large|Processes milk
27 Vail Ballou Press, Inc. Binghamton Broome | NYSEG 1,800 412 408 -4 -1% Yes 1,800 227 Large |Book printer and distributor
Total NYSEG Subtotal 9 9,040 3,443 3,580 9,040
28 International Business Machines - Sterling Forest] Poughkeepsie, Orange O&R 700 558 523 -35 -6% Yes 700 747 Large |Computer Manufacturer
Total O&R Subtotal 1 700 558 523 700
29 International Business Machines - Rochester Rochester Monroe RGE 1,150 613 583 -30 -5% Yes 1,150 507 Large |Computer Manufacturer
30 Newport Rochester Rochester Monroe RGE 190 42 44 2 5% Yes 190 232 Large |Mfg. spectrophotometers
Total RG&E Subtotal 2 1,340 655 627 1,340
| Totat | 30 [ 31,215 [ 25644 [ 27,009 | | 31,215 | 865 |
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5. Allocation of Hydropower

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

“The Trustees are requested to approve an allocation of available Replacement Power (‘RP”) totaling
12,000 kW to three industrial companies.

BACKGROUND

“Under Section 1005(13) of the Power Authority Act, as amended by Chapter 313 of the Laws of 2005, the
Authority may contract to allocate or reallocate directly, or by sale for resale, 250 MW of firm hydroelectric power
as Expansion Power 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 or RP must be evaluated under criteria that includes, but need not
be limited to, those set forth in Public Authorities Law Section 1005(13) (a), which sets forth general eligibility
requirements, and (b), which sets forth the special criteria for revitalization allocations.

“Among the factors to be considered when evaluating a request for an allocation of hydropower are the
number of jobs created as a result of a power allocation; the business’ long term commitment to the region as
evidenced by the current and/or planned capital investment in business’ facilities in 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.

“Among the factors to be considered when evaluating a request for revitalization purposes are whether or
not the business is likely to partially close or relocate, resulting in loss of jobs, whether or not the business is an
important employer in the community and whether or not the business has pursued other available sources of
assistance to reduce energy costs.

“On October 22, 2003, the Authority, National Grid, Empire State Development Corporation and the
Buffalo Niagara Enterprise signed a Memorandum of Understanding (‘MOU?’) that outlines the process to
coordinate marketing and allocating Authority hydropower. The entities noted above have formed the Western New
York Advisory Group (‘Advisory Group’) with the intent of better using the value of this resource to improve the
economy of Western New York and the State of New York. Nothing in the MOU changes the legal requirements
applicable to the allocation of hydropower.

DISCUSSION

“Staff recommends and the Advisory Group supports the available power being allocated to the three
companies set forth in Exhibit ‘5-A.” The Exhibit shows, among other things, the amount of power requested, the
recommended allocation and additional employment and capital investment information. These projects will help
maintain and diversify the industrial base of Western New York and provide new employment opportunities. They
are projected to result in the creation of 470 jobs.

“Sorrento Lactalis, Inc. (‘Sorrento’) is seeking an allocation of Replacement Power for revitalization
purposes. Sorrento, which produces Italian-style cheeses, is one of the largest private employers in Erie County,
supporting approximately 500 direct jobs. In addition, the Buffalo facility purchases milk from 340 local diary
farmers, supporting an estimated additional 6,000 indirect jobs. Consequently, 95% of the raw materials used in
manufacturing at the facility are produced in New York State — adding $100 million to the State’s economy.

“Sorrento’s current business situation is problematic and the facility has been losing money annually.
More than 500 jobs are currently at risk at Sorrento’s Buffalo facility and 30 jobs have already been relocated from

11
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Buffalo to Idaho. A Sorrento plant in Goshen, New York was closed in 2005, resulting in the loss of 120 jobs. Its
parent company (Groupe Lactalis of France) has provided $29 million in cash subsidies since 2001. However,
Groupe Lactalis has announced that the annual subsidy has ended and that the Buffalo facility must stop its
downward spiral or the facility will be closed. The parent company has announced that $100 million in capital
investment will be made available to its American facilities. Sorrento’s Buffalo facility must convince Groupe
Lactalis and its board that it is making efforts to reduce and stabilize costs in order to capture a percentage of the
$100 million available for capital investment. Sorrento spent more than $1 million in 2006 on capital
improvements. In addition, it received two grants from the New York State Energy Research and Development
Authority for lighting and an energy consumption reduction study. Sorrento has applied to the Authority for an
allocation of RP for revitalization purposes.

“Staff recommends that a 1,500 kW allocation of Replacement Power be made under revitalization criteria.
The proposed contract would be for a non-renewable term of three years and be conditioned on Sorrento agreeing to
incorporate the expansion in its capital plan for 2008. In return, Sorrento agrees that within 36 months of the
takedown of power it will secure $10 million in new capital investment and relocate a product line from the West
Coast, creating 25 jobs. (Sorrento will be able to apply for a new allocation for the increased load.) If within three
years the company fails to meet the agreed-on targets, the 1,500 kW revitalization allocation will be returned to the
Authority.

RECOMMENDATION

“The Director — Business Power Allocations, Compliance and Municipal and Cooperative Marketing
recommends that the Trustees approve the allocation of 10,500 kW of hydropower to the companies listed in Exhibit
*5-A’ and a 1,500 kW allocation to Sorrento Lactalis, Inc. under the criteria for the evaluation of applications for
power allocated for industry revitalization.

“The Executive Vice President, General Counsel and Chief of Staff, the Executive Vice President — Energy
Marketing and Corporate Affairs, the Senior Vice President — Marketing and Economic Development and | concur
in the recommendation.”

Mr. Pasquale presented the highlights of staff’s recommendations to the Trustees. Trustee D. Patrick
Curley recused himself from the vote on the resolution as it pertained to Brunner International, Inc.

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted with Trustee D. Patrick Curley recusing himself from Brunner International, Inc. The item is subject to
ratification by the Economic Development Power Allocation Board.

RESOLVED, That the allocation of 12,000 kW of Replacement
Power, as detailed in Exhibit “5-A,” be, and hereby is, approved on the
terms set forth in the foregoing report of the President and Chief Executive
Officer; and be it further

RESOLVED, That the allocation of 1,500 kW of Replacement
Power to Sorrento Lactalis, Inc. under the criteria for the evaluation of
applications for power allocated for industry revitalization be, and hereby
is, approved on the terms set forth in the foregoing report of the President
and Chief Executive Officer; and be it further

12
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RESOLVED, That the Chairman, the President and Chief
Executive 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 documents to effectuate the foregoing
resolution, subject to the approval of the form thereof by the Executive Vice
President, General Counsel and Chief of Staff.

13
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New York Power Authority Exhibit "5-A"
Replacement Power
Recommendations for Allocations
Power Estimated New Jobs Power
Exhibit Requested New Capital Avg. Wage Recommended Contract
Number Company Name City County (kw) Jobs Investment Benefits (kW) Term
A-1 Brunner International, Inc. Medina Orleans 3,200 50 $12,370,000 $47,000 2,500 Five Years
A-2 Government Employees Insurance Company Ambherst Erie 12,000 420 $200,000,000 $37,000 8,000 Ten Years
A-3 Sorrento Lactalis, Inc.* Buffalo Erie 1,500 NA NA NA 1,500 Three Years
Total RP Recommended 470 $212,370,000 12,000

* Note Sorrento Lactalis, Inc's allocation is is made under Revitalization criteria
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Exhibit “5-A1”
APPLICATION SUMMARY

Replacement Power

Brunner International, Inc.

Medina

Orleans

National Grid

Manufacturer of parts for the heavy-duty truck industry

The project will include the expansion of the company’s existing building by
10,000 to 20,000 square feet to support the installation of a new product line.
In addition, the company will purchase and install new equipment, including
presses, lathes, heat scanners, controls, robot machines and other
manufacturing equipment.

1,800 kW of EP and 1,200 kW of RP

3,200 kw

2,500 kW
291 jobs
50 jobs

20 jobs/MW

$47,000
$12.37 million
$4.95 million/MW

Brunner manufactures parts for the heavy-duty truck industry. This expansion
will help the company remain competitive in a global market. Brunner is also
looking to expand in North and South Carolina, Kentucky and Mexico. A low-
cost power allocation will help the company secure this expansion in Western
New York.
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Exhibit “5-A2”

APPLICATION SUMMARY

Replacement Power

Government Employees Insurance Company (“GEICO”)

Amherst

Erie

National Grid

Automobile insurance company

The project will include expanding GEICQO’s existing site with a new 25,000-
square-foot raised-floor data center to serve as the new primary corporate data
center. The company will purchase additional land necessary to accommodate
the utility substations required to serve the facility. Equipment to be installed
includes hundreds of servers, switches, routers, fire-suppression systems,
switch gear and air-conditioning units.

1,600 kW of Expansion Power

12,000 kW

8,000 kW

1,354 jobs
420 jobs

53 jobs/MW

$37,000
$200 million

$25 million/MW

GEICO, which was incorporated in 1937, is the largest direct marketer and
private passenger auto insurance company in New York State, based on direct
written premiums. GEICO is a wholly owned subsidiary of Berkshire
Hathaway, Inc. The company is planning a new data center. GEICO is looking
at other sites, including locations in North Carolina, Georgia and West
Virginia. A low-cost power allocation would make this project cost effective
in western New York.
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Exhibit “5-A3”

APPLICATION SUMMARY

Replacement Power - Revitalization

Sorrento Lactalis, Inc

Buffalo

Erie

National Grid

Food processor manufacturing Italian-style cheeses

Sorrento is requesting power under the revitalization criteria to serve existing
load. Sorrento has agreed that within 36 months it will secure $10 million in
capital investment from its parent company and will relocate a product line
from the West Coast.

250 kW of Replacement Power and 1,500 kW of Power for Jobs

1,500 kW

1,500 kW
500 jobs
0 jobs

NA

NA
NA
NA

The Buffalo plant has been manufacturing Italian-style cheeses for 55 years.
This location also serves as a major distribution center for the East Coast. A
hydro revitalization allocation will help Sorrento reduce and stabilize its costs,
which is key to keeping the plant running. Reducing costs will signal to
Sorrento’s parent company that the plant can yield a higher cash flow to
support a future capital investment in a new or relocated process line.
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6. Productivity Improvement Request Reductions

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

“It is requested that the Trustees approve reductions to the employment commitments for each of the nine
companies listed in Exhibit ‘6-A.” These customers have clauses in their contracts that allow them to request a
reduction in their commitments if the reduction is due to productivity improvements. Each of the nine companies
that made the productivity improvement requests met the appropriate criteria.

BACKGROUND

“Each year, Authority staff initiates a review of all business power allocations and the customers’
performance against agreed-upon job commitments. In 2005, the Authority had 290 contracts with 185 business
customers, excluding Power for Jobs (‘PFJ’) agreements. In 2006, nine customers (with 15 contracts) requested a
reduction to their base employment commitments due to productivity improvements made during the reporting
period.

“The contracts contain a customer commitment to retain or add a specific number of jobs. A company may
request a productivity review to have its job commitment reduced if the reduction in employment is due to increased
efficiency or improved technology. Relocation of specific activities away from the facility will not be considered an
increased efficiency, improved technology or productivity improvement. Employment reductions made due to
reduced production or sales volume will not be considered as an increased efficiency, improved technology or
productivity improvement.

“A recommendation to lower a customer’s job commitment due to productivity improvements is made
when:

1. The customer submits documentation of procedural or operational change; and

2. Staff conducts a site visit to verify the improvement(s) and the resulting reduction(s) in
jobs.

“The most common types of productivity improvements are automation, job consolidation, rebalancing and
new process/design change.

“Automation reduces employment by increasing efficiency or improving technology. Job consolidation
and rebalancing are similar improvements — job consolidation takes two jobs and eliminates one by giving the other
job the duties of that job, while rebalancing redistributes work among many workers while eliminating one or two
workers. New process/design change is a new method of doing something or a new design for a part that requires
fewer workers to produce the same amount of work or product.

“Two companies, Delphi Automotive Systems and North American Hoganas, will still be below their job
commitments even after the reduction to their base employment commitments for their productivity improvements.
However, both of these companies are in the automotive industry and, as directed by the Trustees at their April 2007
meeting, staff will defer action regarding the Authority’s automotive customers for one year. The Annual Review of
Jobs Trustee item that will be presented in 2008 will include a recommendation and justification for refreshing the
job commitments of the Authority’s automotive customers.

DISCUSSION
“Staff recommends that the Trustees approve action regarding the nine customers meeting the productivity

improvement requirement for a reduction to their employment commitments in 15 contracts. Brief descriptions of
those companies that meet the productivity improvement employment reduction requirements are listed in Section I.
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“A summary of all contracts discussed in this item is provided as Exhibit ‘6-A.’

Section 1.
Allocations to Continue with Job Commitment Changes for Productivity Improvements

Ceres Corporation, Niagara Falls, Niagara County
Allocation: 1,700 kW, 1,600 kW and 1,300 kW of Replacement Power (‘RP’)
Jobs Commitment: 60 jobs for all allocations

Background: Ceres Corporation (‘Ceres’), founded in 1976, was the first U. S. producer of cubic zirconia, as well
as the first cubic zirconia manufacturer to develop and sell colored cubic zirconia. The product is used in the gem-
cutting industry and is also used in jewelry. Ceres developed and sells the industry’s leading diamond-testing
instruments. For the past year, Ceres averaged 46.42 jobs, i.e., 77.36% of its contractual commitments. While the
company is in the midst of developing a new product line and is growing, it implemented productivity improvement
measures this past year, resulting in a reduced employment level of 47 jobs. One job was reduced due to new
product design; 3 were reduced due to automation; 4 were reduced due to more efficient new equipment and 5 were
reduced due to a new process.

Recommendation: Staff recommends that the Trustees reduce Ceres’ 1,700 kW, 1,600 kW and 1,300 kW RP
allocations’ employment commitments by 13 jobs to 47 positions.

Delphi Automotive Systems, Lockport, Niagara County
Allocation: 14,300 kW of Expansion Power (‘EP”)
Jobs Commitment: 5,246 jobs

Background: Delphi Automotive Systems (‘Delphi’), formerly a division of General Motors (‘GM’), manufactures
radiators, condensers and heaters mainly for GM automobiles, but has diversified to other car makers as well. The
company requested a productivity improvement reduction of its job commitment by 477 jobs. For the past year,
Delphi averaged 3,527.17 jobs. The EP allocation is a ‘vintage’ contract, meaning that it has an 80% job ratio and
two-year job average. The two-year average is 3,807.42 jobs, i.e., 72.58% of the company’s commitment. Delphi
has been in bankruptcy and is in the midst of restructuring. Early in 2006, Delphi was awarded an additional 10
MW revitalization allocation. Of the 477 jobs requested, only 365 job reductions qualified as actual productivity
improvements. The 365 employment reductions made were accomplished through rebalancing job duties, job
combinations, new methods of manufacturing parts, new designs for parts and restructuring of workstations.

Recommendation: Staff recommends that the Trustees reduce Delphi’s 14,300 kW EP allocation employment
commitment by 365 jobs to 4,881 positions.

E. I. Du Pont De Nemours & Co., Inc.,  Niagara Falls, Niagara County
Allocation: 790 kW of EP and 31,700 kW of RP
Jobs Commitment: 251 jobs and 198 jobs, respectively

Background: E. I. Du Pont De Nemours & Co., Inc. (‘DuPont’) has been in the chemicals business for more than
200 years and has been producing sodium chloride and lithium at this plant for more than 100 years. Both
allocations are ‘vintage’ contracts, meaning that they have an 80% job ratio and a two-year job average. For the past
two years, DuPont averaged 267.13 jobs, i.e., 106.42% and 134.91% of its contractual commitments, respectively.
The company was able to reduce 9 jobs due to productivity improvements in 2006, with 5 jobs reduced through new
computerized handling of every aspect of inventory and supply chain management and business planning, and 4 jobs
reduced through new processes in handling personnel files and engineering.

Recommendation: Staff recommends that the Trustees reduce DuPont’s employment commitments for both its 790
kW EP and 31,700 kW RP allocations by 9 jobs, to 242 and 189 positions, respectively.

FEMC Corporation, Tonawanda, Erie County
Allocation: 2,500 kW of RP
Jobs Commitment: 142 base jobs and 25 created jobs
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Background: FMC Corporation - active oxidants division (‘FMC”), at this site since 1960, manufactures peracetic
acid, a biocide for the food industry, and persulfates, used in the cosmetics industry. At the time of the 2006 Annual
Item, FMC had two allocations that required reporting, a 5.5 MW RP allocation with 71 jobs and a 750 kW RP
allocation with 106 jobs. FMC took down 2 MW of its newest allocation of 2.5 MW with 142 base jobs and 25
created jobs in June 2007, with the remainder to be drawn down in June 2008. This 2.5 MW allocation will not be
required to be reported until the 2008 Annual Item. For the past year, FMC averaged 105.33 jobs, i.e., 99.37% of its
106 jobs contractual commitment. FMC requested a reduction of 6 jobs due to productivity improvements made in
2006. The 6 jobs were reduced through installation of new high-efficiency equipment and a new computerized
monitoring system.

Recommendation: Staff recommends that the Trustees reduce FMC’s 2,500 kW RP allocation’s base employment
commitment by 6 jobs to 136 positions, for an overall reduction to 161 jobs.

Ford Motor Company, Buffalo, Erie County
Allocation: 4,300 kW and 2,900 kW of EP
Jobs Commitment: 1,772 jobs and 1,772 jobs, respectively

Background: Ford Motor Company (‘Ford’) opened its Buffalo Stamping Plant in 1950. Currently, Ford stamps
doors, floor pans, quarter panels and some inner body components for the Fusion, Edge and Crown Victoria models.
The components then go to other Ford assembly plants and distribution centers throughout the U. S. and Canada.
For the past year, Ford averaged 1,556.50 jobs, i.e., 87.84% of its contractual commitment. The company requested
a productivity improvement reduction of its job commitment by 113 jobs. Of the 113 jobs, only 106 qualified as
productivity improvements. Ford’s reduction comes from new product design, new equipment, job rebalancing on
the lines, job combinations and new manufacturing processes.

Recommendation: Staff recommends that the Trustees reduce Ford’s 4,300 kW and 2,900 kW EP allocation
employment commitments by 106 jobs to 1,666 positions each.

Luvata Buffalo, Inc., Buffalo, Erie County
Allocation: 3,000 kW of RP
Jobs Commitment: 602 base jobs and 55 created jobs

Background: Luvata Buffalo, Inc. (‘Luvata’), formerly Outokumpu American Brass or OAB Holdings, Inc., in
business since 1906, manufactures copper and brass sheets and rolls. The company requested a productivity
improvement reduction of its job commitment by 10 jobs. Luvata’s reduction comes from rebalancing job duties (6
positions), eliminating a process (1 position) and new equipment (3 positions). For the past year, Luvata averaged
618.21 jobs, i.e., 102.69% of its contractual commitment. (Per its contract, the company is not yet required to have
added the 55 new positions.)

Recommendation: Staff recommends that the Trustees reduce Luvata’s RP allocation employment commitment by
10 jobs to a base of 592 base positions and 55 created positions.

Mele Manufacturing Co., Utica, Oneida County
Allocation: 475 kW of Economic Development Power (‘EDP’)
Jobs Commitment: 164 jobs

Background: Mele Manufacturing Co. (‘Mele”), founded in 1912, manufactures, as well as resells, jewelry cases,
custom packaging, desk accessories, legal binders and custom injection molding. However, the company has, for
the most part, switched into a new business, manufacturing modular flooring, which is the growth part of the
company. For the past year, Mele averaged 75.79 jobs, i.e., 46.21% of its contractual commitment. The company
made major productivity improvements through design and process changes. Mele’s new, highly efficient
computerized and mechanized facilities require fewer workers than before, and the facilities’ cost-efficient
operations have enabled the company to continue its viability in Utica and sustain a level workforce. The company
does not see much further growth, but does foresee stability. Mele maintains a strong job-to-MW ratio.
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Recommendation: Staff recommends that the Trustees reduce Mele’s 475 kW EDP allocation employment
commitment by 88 jobs to 76 positions.

North American Hdganas, Inc., Niagara Falls, Niagara County
Allocation: 1,000 kW of RP and 4,000 kW of EP
Jobs Commitment: 67 jobs and 71 jobs (vintage)

Background: North American Héganas, Inc. (‘“NAHI’), formerly Pyron Corporation, founded in 1940,
manufactures sponge iron and atomized steel powders for powder metallurgical processes in the auto and food
additive industries. The company’s powder metals are used in the automotive parts business for antilock brakes,
brake pads, cams, transmission parts and steering systems, as well as an iron food supplement for cereals, breads,
etc. The EP allocation, as a ‘vintage’ contract, has an 80% job ratio and a two-year job average. For the past year,
NAHI averaged 37.92 jobs, i.e., 56.60% of its employment commitment, and for the past two years 38.21 jobs, i.e.,
53.82% of its employment commitment, respectively. In 2005, after NAHI restructured the organization,
sustainable employment levels were reached. An upswing in business in 2006 has continued into 2007, with
expected growth in employment of 4 new jobs. NAHI has a new product in development that it expects will
increase sales and employment. The company requested a productivity improvement reduction of its job
commitment by 9 jobs for 2006. NAHI’s reduction comes from rebalancing job duties (7 positions), a new process
(1 position) and new equipment (1 position).

Recommendation: Staff recommends that the Trustees reduce NAHI’s RP allocation employment commitment by
9 jobs to a base of 58 positions and reduce the company’s EP allocation employment commitment by 9 jobs to a
base of 62 positions (vintage).

Occidental Chemical Corporation, Niagara Falls, Niagara County
Allocation: 56,000 kW of RP and 38,700 kW of EP
Jobs Commitment: 230 jobs and 238 jobs, respectively

Background: Occidental Chemical Corporation (‘Oxy’) is the country’s largest merchant marketer of chlorine and
caustic soda, which is used for the plastics, pulp and paper, water purification, bleach and sanitation industries. The
company requested a productivity improvement employment commitment reduction. Both allocations are ‘vintage’
contracts, meaning that they have an 80% job ratio and a two-year job average. For the past two years, Oxy
averaged 244.13 jobs and 238.59 jobs, i.e., 106.14% and 100.25% of its contractual commitments, respectively. In
2006, Oxy reorganized its maintenance program reducing 6 jobs through rebalancing job schedules; 3 jobs through
job combination; 1 job through a new computer system for monitoring; 1 job through a new process and 1 job
through automation.

Recommendation: Staff recommends that the Trustees reduce Oxy’s 56,000 kW RP and 38,700 kW EP allocation
employment commitments by 12 jobs to 218 and 226 positions, respectively.

RECOMMENDATION

“The Director - Business Power Allocations, Compliance and Municipal and Cooperative Marketing
recommends that the Trustees adjust the job commitments for nine customers with 15 contracts due to productivity
improvements as described above and set forth in Exhibit ‘6-A.’

“The Executive Vice President, General Counsel and Chief of Staff, the Executive Vice President — Energy

Marketing and Corporate Affairs, the Senior Vice President — Marketing and Economic Development and | concur
in the recommendation.”
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Mr. Pasquale presented the highlights of staff’s recommendations to the Trustees. In response to a
question from Chairman McCullough, Mr. Pasquale said that a decision by the Trustees on reducing power
allocations to certain automotive companies in Western New York had been postponed in April and would be
reconsidered at a Trustees’ Meeting in 2008.

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

RESOLVED, That the Authority hereby approves adjustment of
the future job commitment levels for nine customers (with 15 contracts)
that made productivity improvements as described in the foregoing report
of the President and Chief Executive Officer and as set forth in Exhibit “6-
A”; and be it further

RESOLVED, That the Director — Business Power Allocations,
Compliance and Municipal and Cooperative Marketing is hereby
authorized to provide written notice to these companies whose allocations
and job commitments are being reduced; and be it further

RESOLVED, That the Chairman, the President and Chief
Executive 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 to effectuate the foregoing
resolution, subject to the approval of the form thereof by the Executive Vice
President, General Counsel and Chief of Staff.
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. ALLOCATIONS TO CONTINUE WITH JOB COMMITMENT CHANGES FOR
PRODUCTIVITY IMPROVEMENTS

Exhibit “6-A”

Average Average
Company Location Type of Allocation Employment 2006 Annual % Revised Revised
Power kw Commitment Jobs Achieved Commitment %
Ceres Corporation Niagara Falls RP 1,600 60 46 7% 47 100%
Ceres Corporation Niagara Falls RP 1,300 60 46 77% 47 100%
Ceres Corporation Niagara Falls RP 1,700 60 46 7% 47 100%
Delphi Automotive Systems LLC Lockport EP 14,300 5,246 V 3,807 73% 4,881 78%
E.I. Du Pont De Nemours & Co., Inc. Niagara Falls EP 790 251 V 267 106% 242 110%
E.l. Du Pont De Nemours & Co., Inc. Niagara Falls RP 31,700 198 263 133% 189 139%
FMC Corporation Tonawanda RP 2,500 167 105 NYR 161 NYR
Ford Motor Company Buffalo EP 4,300 1,772 1,557 88% 1,666 93%
Ford Motor Company Buffalo EP 2,900 1,772 1,557 88% 1,666 93%
Luvata Buffalo, Inc. Buffalo RP 3,000 602 618 103% 592 104%
Mele Manufacturing Co. Utica EDP 475 164 76 46% 76 100%
North American Hoganas Corporation | Niagara Falls RP 1,000 67 38 57% 58 66%
North American Hogénas Corporation | Niagara Falls EP 4,000 71 V 38 54% 62 61%
Occidental Chemical Corporation Niagara Falls RP 56,000 230 V 244 106% 218 112%
Occidental Chemical Corporation Niagara Falls EP 38,700 238 V 239 100% 226 106%

EP = Expansion Power

RP = Replacement Power
NYR = Not yet required to report jobs on this allocation.

V = Vintage allocation — 2 year average
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7. Economic Development Plan - Use of Net Revenues Produced by Sale of Expansion Power

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

“The Trustees are requested to approve an Economic Development Plan (‘Plan’) covering the use of net
revenues produced by the sale of Expansion Power (‘EP’) and to authorize the submission of such Plan to the
Economic Development Power Allocation Board (‘EDPAB”) for the period of one year.

BACKGROUND

“Chapter 32 of the Laws of 1987: (a) authorized the Authority to enter into new contracts for the sale of EP
to customers in Western New York; (b) provided for the sale of industrial power as Economic Development Power
(‘EDP’) under newly established criteria and (c) established EDPAB to review applications for EDP and to
recommend approved applications to the Authority.

“The eighth unnumbered paragraph of Section 1005 of the Public Authorities Law (‘PAL”), as amended by
Chapter 32, directs the Authority to identify net revenues produced by the sale of EP and, further, to identify an
amount of such net revenues to be used solely for Industrial Incentive Awards. These awards are to be made in
conformance with a Plan, covering all such net revenues, that is submitted by the Authority to EDPAB and is
approved by EDPAB pursuant to Section 188 of the Economic Development Law (‘EDL’).

“Net revenues are defined by Section 1005 as any excess of revenues properly allocated to the sales of EP
over costs and expenses properly allocated to such sales. The Authority is directed in Section 1005 to identify net
revenues no less often than annually. Section 188 of the EDL provides that EDPAB is to review each Plan applying
the same economic development criteria as those used to evaluate applications for power. The statute does not
specify a definition of Industrial Incentive Awards.

“The Authority approved five-year programs in 1990, 1996 and 2001 and a one-year program in 2006
under which EP net revenues were to be dedicated to helping maintain stable industrial rates. EDPAB has
periodically approved such Plans for use of EP revenues to hold industrial rates at a stable level.

DISCUSSION

“Allocations of EDP have been a useful economic development tool. EDPAB has recommended
allocations associated with the creation or retention of more than 95,000 jobs, totaling 428 MW, to date. The costs
of providing EDP are greater than the revenues produced by such sales. In order to continue to market this power on
a competitive basis consistent with the aim of the legislation creating EDPAB, the rates for industrial power must be
kept low enough to be of sufficient economic incentive for industries to locate or expand in New York State.

“In December 2006, the Temporary State Commission on the Future of New York State Power Programs
for Economic Development recommended numerous changes in the form and administration of the Authority’s EDP
programs. Any such changes would require legislation. Moreover, the Power for Jobs (‘PFJ’) and Energy Cost
Savings Benefit (‘ESCB’) programs will end on June 30, 2008. The ECSB awards go to the same customers that
benefit from current Industrial Incentive Award rate relief. Thus, pending clarification on the future of these
programs, it is appropriate to again propose extensions of the Industrial Incentive Awards for one year instead of the
usual five years.
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“It is therefore proposed that the Authority’s Chairman be authorized to submit the Authority’s Plan to
EDPAB for the ensuing one-year period providing for the use of 2006 net EP revenues of $7.283 million to support
2007 industrial rates, provided that the Chairman, at his discretion, may recommend to EDPAB a different use of
such net revenues, consistent with statutory requirements. The Authority will report to EDPAB on the effect of
using these funds.

RECOMMENDATION

“The Director — Business Power Allocations, Compliance and Municipal and Cooperative Marketing
recommends that the Trustees authorize the Chairman to submit to the Economic Development Power Allocation
Board for approval for the ensuing one-year period, an Economic Development Plan that provides for the use of net
revenues from the sale of Expansion Power to support industrial rates, provided that the Chairman, at his discretion,
may recommend to the Economic Development Power Allocation Board a different use of such net revenues
consistent with statutory requirements.

“The Executive Vice President, General Counsel and Chief of Staff, the Executive Vice President — Energy
Marketing and Corporate Affairs, the Senior Vice President — Marketing and Economic Development and | concur
in the recommendation.”

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

RESOLVED, That the Authority hereby approves an Economic
Development Plan that provides for the use of net revenues from the sale of
Expansion Power to support industrial rates for a one-year period, or for
such other use as determined by the Chairman, consistent with statutory
requirements, in accordance with the foregoing report of the President and
Chief Executive Officer; and be it further

RESOLVED, That the Chairman or his designee be, and hereby is,
authorized to submit an Economic Development Plan for the next year to
the Economic Development Power Allocation Board for review and
approval; and be it further

RESOLVED, That the Chairman or his designee be, and hereby is,
authorized to execute any and all documents necessary or desirable to
effectuate such Economic Development Plan; and be it further

RESOLVED, That the Chairman, the President and Chief
Executive 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 documents to effectuate the foregoing
resolution, subject to the approval of the form thereof by the Executive Vice
President, General Counsel and Chief of Staff.
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8. Increase in New York City Governmental Customer Rates — Notice of Adoption

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

“The Trustees are requested to take final action to approve an increase in the rates for the sale of firm
power to the New York City Governmental Customers (‘Customers’) in 2008. This proposed action is consistent
with the rate-setting process set forth in the 2005 Agreements containing certain supplemental terms and conditions
governing the supply of electricity (‘Long-Term Agreements’ or ‘LTAS") executed by each of the Customers and the
Authority.

“Under this proposed final action, staff seeks approval to increase the ‘Fixed Costs’ component (as defined
in the LTAs) of the Customers’ 2008 production rates. This proposition, by itself, would increase the estimated
billed production revenues of these Customers by 2.6% on average as compared to 2007 rates. Secondly, the
Trustees are requested to authorize a change in Service Tariff No. 100 regarding the effective date of production rate
changes from using a proration method to a billing-period method. If approved by the Trustees, the effective date of
the increase would be January 1, 2008. With the Tariff change, the increase would be applicable as of the January
2008 billing period.

BACKGROUND

“At their September 25, 2007 meeting, the Trustees directed the publication in the New York State Register
(‘State Register’) of a notice that the Authority proposed to increase the Fixed Costs component of the production
rates to be charged in 2008 to the Customers. Customers were directly notified of the proposed rate increase by mail
on September 26, 2007. The State Register notice was published on October 10, 2007 in accordance with the State
Administrative Procedure Act (‘SAPA’). Since this proposal would increase revenues to the Authority by more than
2%, a public forum was held, in accordance with the Authority’s policy, at its New York City office on November
15, 2007. No oral comments were received. The public comment period originally scheduled to close on November
26, 2007 was extended to November 30, 2007 in response to the Customers’ request for extension. Comments were
filed, pursuant to SAPA procedures, by the City of New York (Department of Citywide Administrative Services)
(the “City”) and the Port Authority of New York and New Jersey and the Metropolitan Transportation Authority
(‘PA/IMTA).

“As indicated in the September 25th memorandum to the Trustees, under the LTAs, the Authority must
establish Fixed Costs based on cost-of-service principles and make changes only under a SAPA proceeding with the
approval of the Trustees. As the memorandum also indicated, the LTAs establish two distinct cost categories:
Fixed Costs and Variable Costs. Fixed Costs include operation and maintenance (‘O&M?), shared services (e.g.,
headquarters), debt service, other expenses (i.e., certain directly assignable costs) and a credit for investment and
other income.

“Because the Variable Costs component is developed in collaboration with the Customers in accordance
with the provisions of the LTAs previously approved by the Trustees, staff is not requesting the Trustees’ approval
of the Variable Costs component of the production rates for 2008 (i.e., fuel and purchased power, risk management,
New York Independent System Operator (‘NYISQ’) ancillary services and O&M reserve, less a credit for NYISO
revenues from Customer-dedicated generation). In addition, in 2007 the Customers collectively selected an ‘Energy
Charge Adjustment (‘ECA’) with Hedging’ cost-recovery mechanism offered under the LTA under which the
Authority passes through all Variable Costs to the Customers. This cost- recovery mechanism employs a monthly
charge or credit that reflects the difference between the projected Variable Costs of electricity recovered by the tariff
rates and the monthly actual Variable Costs incurred by the Authority. This billing mechanism is already in effect
and will continue through 2008.
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DISCUSSION

“Based on staff’s analysis, the final increase in Fixed Costs sought by this action is $20.7 million. This
represents a $5.8 million decrease from the proposed Fixed Costs estimate. Under the LTAs, Customers’ concerns
must be considered in a confidential process prior to presenting any proposed changes to the Fixed Costs to the
Trustees or issuing them for public comment. Numerous Customer data requests were subsequently presented to
staff, and in all cases, responses to relevant questions were provided to the Customers. In addition, staff met with
the Customers to further discuss their written comments prior to the November 30th deadline. The following formal
written comments were filed in accordance with SAPA. A review and analysis of the five issues raised by the
written comments is as follows:

Issue 1: Overall Fixed Costs Proposal for 2008

“Comments: The PA/MTA raised concerns regarding the proposed 17.9% Fixed Costs increase in the
Preliminary 2008 Cost of Service (‘COS’). Citing the level of increases over the past two years, these Customers
state that changes should track the rate of inflation on the order of 2.68% for 2006 and 1.83% projected for 2007.

“Staff Analysis: Staff has reviewed the PA/IMTA’s comments that the Fixed Costs increases over the past
two years have outpaced the Gross Domestic Product Implicit Price Deflator rate-of-inflation measure even though
there have been no additions of new generating units dedicated to serving the Customers during that period.

“Of the $27.8 million proposed increase in the Fixed Costs component of the Preliminary 2008 Cost of
Service, $6.7 million is directly attributable to a Customer request during the LTA negotiations in calendar year
2004 to levelize the Poletti debt service schedule, thereby reducing the impact on rates in the first two years of the
LTA (this action has now become a net charge to the 2008 Preliminary COS). An additional $2.5 million is
earmarked for outside consulting assistance to facilitate a collaborative resource planning effort with the Customers
to explore replacing the capacity requirements of the Poletti project, which is scheduled to shut down in early 2010.

“Additionally, $9.3 million is for payment of the initial principal component of the debt service for the
Small Hydro projects’ variable-rate debt, of which almost $7.9 million, or 85%, is assignable to the Customers (the
balance is recovered through the Westchester Governmental Customer rates). It should be noted that the same
proportional market value of the total Small Hydro energy output is credited to the Customers. Finally, $6.7 million
is the amortized cost of the competitively bid outsourcing of outage maintenance for the 500 MW Combined Cycle
Unit (‘500 MW CCU?’) alluded to in the PA/MTA comments.

“Staff contends that the level of Fixed Costs required should be predicated on the resources necessary to
meet the Customers’ needs and ensure effective operation of the facilities dedicated to them.

“Recommendation: The $2.5 million for outside consulting assistance to explore replacing the capacity
requirements of the Poletti project is an estimate based on the anticipated work plan. Actual costs will depend on
the results of the collaborative effort between the Authority and the Customers. In an effort to acknowledge the
PA/MTA'’s concerns regarding the impact of the proposed increase on rates, staff recommends reducing the
proposed 2008 Fixed Costs by $2.5 million for future supply planning work and proposes recovering only the actual
costs for this effort from the Customers in a mutually agreed-upon manner. Staff also recommends levelizing the
impact of the Small Hydro debt service through 2015, which, along with other minor allocation adjustments, would
further reduce the proposed 2008 Fixed Costs increase by $3.3 million. This proposal would also be considerably
beneficial to the Customers in the 2009 and 2010 rate years.

“These recommendations would reduce the proposed 2008 Fixed Costs by a total of $5.8 million, resulting
in an increase of $20.7 million, or 13.5%, over 2007 Fixed Costs. This equates to an overall production increase of
0.36% to the Customers’ rates for 2008.
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Issue 2: O&M Component of Fixed Costs.

“Comments: The Customers raised concerns that the O&M components of Fixed Costs, specifically the
500 MW CCU and Poletti projects are excessive. The City contends that the projected O&M for consulting services
should be reduced by $2.0 million based on its own assessment of historical costs.

“In a similar vein, the PA/MTA request an O&M reduction of $10 million, including $1.8 million for
Poletti. The PA/MTA also request a $7.7 million reduction of the 500 MW CCU O&M based on their comparison
of a group of “peer units,’ i.e., generating plants of an allegedly similar nature elsewhere. Additionally, the
PA/MTA request that staff consider outsourcing the operation of the 500 MW CCU and other fossil units to achieve
perceived economies of scale, implies that the Authority is ‘cross-subsidizing’ other facilities through the Fixed
Costs O&M and contends that the Authority might be overly risk averse, resulting in ‘over-maintaining’ the
facilities dedicated to the Customers. The City claims that the $1.7 million for consulting services was above
historical levels over the past five years. The PA/MTA state that the overall Poletti O&M increases should be less
than the rate of inflation given that the plant is scheduled for retirement in early 2010 and should be ‘capped’ at 3%
above the 2007 level, resulting in an overall O&M reduction of $1.8 million.

“Staff Analysis: Staff has reviewed both the City’s and the PA/IMTA’s comments related to the Poletti
O&M projection. Staff found these claims to be unsupported. The O&M estimates included in the 2008
Preliminary COS delivered to the Customers on May 15, 2007 was developed several months in advance of the
formal 2008 O&M budget process, which was completed in early November. Consequently, the estimates in the
Preliminary 2008 Cost of Service were based on very early cost projections. The final proposed 2008 O&M Poletti
budget, which is also being presented for Trustee approval today, is $16.8 million, $2.7 million less than presented
in the 2008 Preliminary COS, and is more in line with the Customers’ expectations.

“Staff has also reviewed the PA/MTA’s further claims that the O&M projection for the 500 MW CCU is
‘excessive’ based on their consultant’s benchmarking analysis of a group of “peer units,” i.e., generating plants of an
allegedly similar nature located mostly in the South and the West. Of the 17 units represented in the peer group,
nine were greater than 1,000 MW, with one at almost 2,400 MW and five at less than 300 MW, which is not
representative of ‘peer units.” Two of the suggested ‘peer units’ located in the West that are more representative of
the 500 MW CCU had actual O&M (unadjusted for any New York City cost differences) of $9.9 million and $8
million, respectively, compared to the $9.9 million projected in the 2008 Preliminary COS, before including the $6.7
million of levelized outage costs associated with the Wood Group long-term services agreement. The Customers did
not indicate whether the peer group data included outage costs. Staff has determined that the Customers’ claim of
‘excessive’ 500 MW CCU O&M costs per kW at 405% is unsupported by the data supplied.

“However, because the plant needs several minor upgrades and, in part, since the 500 MW CCU has
provided more generation output than expected, (500,000 MWH, or 23%, through October), the maintenance
requirements are projected to be above the 2008 Preliminary COS estimate to ensure efficient and reliable operation
in 2008 and beyond.

“Staff has also reviewed the PA/MTA’s comments regarding outsourcing operation of the fossil generating
units dedicated to the Customers, cross-subsidization of costs and the Authority being overly averse to plant
operating risks and has determined that these concerns should be addressed during the 2009 LTA Annual Process,
scheduled to begin during the first quarter of 2008.

“Recommendation: Staff recommends no changes to the O&M component of the projected 2008 Fixed
Costs for the Customer-dedicated generating facilities included in the 2008 Preliminary COS. The additional 500
MW CCU work noted above will be offset by the reduction in the final 2008 Poletti O&M budget.

Issue 3: Shared Services.

“Comments: The Customers request that the Authority reduce the Shared Services component of the Fixed
Costs. Both the City and the PA/MTA justify their respective proposed reductions to this component by citing that
the addition of an element to Shared Services, i.e., Headquarters Direct Support, is ‘inconsistent with past practices.’
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The City requests a reduction of $5.1 million and the PA/IMTA, through separate analysis, requests a $7.4 million
reduction in Shared Services.

“Staff Analysis: The Shared Services component of the Fixed Costs consists of the portion of the
headquarters O&M budget not directly assignable to any facility or project, plus the Research & Development O&M
budget offset by the allocation to capital projects.

“These Shared Services estimates are based on the level of headquarters resources required to support the
Customers and the proportional amount of corporate overhead allocated on the basis of labor assigned to the 500
MW CCU, Poletti and the Small Hydro projects. Historically, a hybrid allocation rate was developed from the labor
allocations and direct-support cost projections. The Authority uses the same methodology to allocate the
headquarters costs to the other Authority facilities.

“The Authority’s financial system does not provide for a Southeastern New York (‘SENY”) organizational
center to capture costs relating to the administrative aspects (direct support) of serving the Customers and,

consequently, all costs to serve these Customers flow through the Poletti, 500 MW CCU and Small Hydro projects.
With the impending closure of Poletti in early 2010, there would have been a significant increase in the 500 MW
CCU and Small Hydro allocation percentages to recover the same direct-support activities, including Marketing,
Energy Risk Assessment and Control (‘ERAC’), Energy Resource Management (‘ERM’), Billing, etc. assigned
through the Poletti project. To address this issue, staff segregated the direct-support activities under the
Headquarters Direct Support component to separate these activities from the overall Shared Services. The
methodology is exactly the same as in prior years, just presented differently.

“The main drivers for the proposed increase are incremental post-Poletti supply planning consulting work,
an increase in the overall Headquarters budget and additional level of effort to support the LTAs and not due to the
addition of the Headquarters Direct Support component. If the same methodology were applied to the Final 2007
COS, the Headquarters Direct Support Component of the $18.5 million of Shared Services would have been
approximately $6.5 million.

“Recommendation: For the reasons stated above, staff recommends no changes to the Shared Services
component of the Fixed Costs category.

Issue 4. Capital Costs — Other Capital Costs

“Comments: The Customers request that the Authority eliminate the Other Capital Costs. Both the City
and the PA/MTA have requested, through separate analysis, a $2.9 million reduction for Other Capital Costs, citing
a ‘departure from previous cost of service practices.” The City also comments that ‘“N'YPA has not identified
specific financing instruments used to fund the claimed working capital requirement’ and the PA/MTA states that
‘NYPA can finance much of this investment through other cash flows that reduce the net cash-flow requirements of
the organization.’

“Staff Analysis: Other Capital Costs represent the carrying costs or lost-opportunity costs for the
Authority’s investment in Plant Materials & Supplies for the Poletti and 500 MW CCU projects, oil inventory and
NYMEX margin requirements dedicated to the Customers. Also included are the depreciation expense for capital
additions to the Poletti and 500 MW CCU projects funded by the Authority’s operating reserves, since all bond
proceeds for the Poletti and 500 MW CCU projects have been exhausted.

“The items noted above are assets funded by the Authority solely for the Customers’ benefit, which do not
earn a return. In fact, due to the average cost-pricing nature of inventories, the Authority is reimbursed through rates
for the average issued price from inventories and not the replenishment costs, which are generally higher.

“Staff contends that the $2.9 million of Other Capital Costs is a legitimate cost that should be passed on to
the Customers and rejects the Customers’ claim that these costs should be excluded from the 2008 Preliminary COS.

24



December 18, 2007

“Recommendation: For the reasons stated above, staff recommends no changes to the Other Capital Cost
item.

Issue 5: Other Expenses — Asset Retirement Charges

“Comments: The PA/MTA comment that while they are in agreement that the COS correctly includes
Poletti and 500 MW CCU site-remediation charges, there should be an offsetting credit to the Customers for the
salvage value of equipment and residual value of the property after site demolition and restoration. The PA/MTA
further suggest a formal agreement with the Authority addressing the Customers’ role in the future use and/or value
of the property after the retirement of the Poletti and 500 MW CCU facilities.

“Staff Analysis: Although the Poletti project is scheduled to close in early 2010, it is anticipated that actual
decommissioning would occur simultaneously with the 500 MW CCU, sometime in 2030. Decommissioning does
not presume or require that the land be disposed of and it is not possible at this time to foreclose the possibility that
the land would continue to be used by the Authority for power generation purposes.

“Recommendation: Staff recommends no action at this time and will pursue further discussions with the
Customers regarding the Poletti and 500 MW CCU post-retirement property value.

“Based on the foregoing analysis, the proposed increase of $20.7 million in the Fixed Costs component of
the production rates will be implemented.

“In addition, subsequent to the issuance of the Notice of Proposed Rulemaking, staff recognized the need to
revise Section ‘H’ of the Common Provisions in Service Tariff No. 100. Section ‘H’ currently states that ‘rates and
charges shall be applied to service on or after the effective date.” Where bills include periods before and after the
effective date, the rates and charges will be prorated accordingly. As stated at the public forum, it is proposed that
Section “H’ be modified for production rates only to be consistent with the ECA billing procedures and to be applied
on a billing-period basis. Therefore, staff proposes to move Section ‘H’ relating to production rates from Section V
Common Provisions to Section ‘C’ under Section VI General Provisions Applicable to Production and to modify the
Section to read as set forth below:

Revised Section ‘C’: “Effective Date of Rates and Charges’

“The foregoing rates and charges shall apply to any billing period that includes service on and after the
effective date hereof, and are applicable for the entire billing period.’

“For this rate action, the new rates would be effective on January 1, 2008 and would be applicable to the
January 2008 billing period. For the January 2008 billing period, the Customers have many different meter-read
dates, all of which include energy usage occurring in December. Therefore, a portion of December’s consumption
will be billed at the new rates, since the meter-read dates in the January billing period occur after the January 1,
2008 effective date.

“The proration of the charges as described in the current Section “H’ will still apply to delivery rates.
However, upon Trustee acceptance of Section ‘C’ relating to the effective dates of production charges, Section ‘H’
(which would be applicable only to delivery) will be moved to Section ‘D’ under General Provisions Applicable to

Delivery.

“As mentioned, the final rates will combine the Trustee-authorized Fixed Costs increase with the Variable
Costs increase achieved in accordance with LTAs. For the Trustees’ information, the combined increase is $2.8
million and would represent an estimated 0.36% increase in production rates and an estimated 0.3% increase in
average total bills. The combined Fixed Costs and Variable Costs increase would be equally applied to demand and
energy charges. Also, the Customers will continue to be subject to the ECA through 2008. As prescribed by the
LTAs, the Authority will issue revised tariffs reflecting the new rates for 2008 that incorporate both the final Fixed
Costs and Variable Costs, as well as the 2008 ECA Base Rate.
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“Exhibit ‘8-A’ shows the overall estimated Customer bill impacts for 2008. Exhibit ‘8-B’ shows both
current and final 2008 Conventional and Time-of-Day production rates. Exhibit ‘8-C’ is the public forum transcript,
which indicates that no party made any oral comments on the Authority’s proposal. Exhibit ‘8-D” includes the
written comments filed by the Customers.

FISCAL INFOMATION

“The adoption of the Fixed Costs increase would result in an estimated $20.7 million of additional revenue
to the Authority over current rates.

RECOMMENDATION

“The Manager — Market and Pricing Analysis, recommends that the Trustees authorize the Corporate
Secretary to file a Notice of Adoption with the New York State Department of State for publication in the New York
State Register for an increase in Fixed Costs and modification of Service Tariff No. 100 applicable to the New York
City Governmental Customers under the Long-Term Agreements.

“It is also recommended that the Senior Vice President — Marketing and Economic Development, or his
designee, be authorized to issue written notice of final action to the affected Customers.

“The Executive Vice President, General Counsel and Chief of Staff, the Executive Vice President and
Chief Financial Officer, the Executive Vice President — Energy Marketing and Corporate Affairs, the Senior Vice
President — Marketing and Economic Development, the Vice President — Controller, the Vice President — Finance,
the Assistant General Counsel — Power and Transmission and | concur in the recommendation.”

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

RESOLVED, That the Trustees adopt an increase in Fixed Costs
applicable to the New York City Governmental Customers under the Long-
Term Agreements and modify Service Tariff No. 100 as described in the
foregoing report of the President and Chief Executive Officer; and be it
further

RESOLVED, That the Senior Vice President — Marketing and
Economic Development or his designee be, and hereby is, authorized to
issue written notice of this final action by the Trustees to the affected
Customers; and be it further

RESOLVED, That the Corporate Secretary of the Authority be,
and hereby is, directed to file such notices as may be required with the New
York State Department of State for publication in the New York State
Register and to submit such other notice as may be required by statute or
regulation concerning the rate increase; and be it further

RESOLVED, That the Chairman, the President and Chief
Executive 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 documents to effectuate the foregoing
resolution, subject to the approval of the form thereof by the Executive Vice
President, General Counsel and Chief of Staff.
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EXHIBIT "8-A"

NEW YORK CITY GOVERNMENTAL CUSTOMERS
2008 ESTIMATED IMPACTS

Total Bill

Customer Impact

percent
City of New York 0.3%
Metropolitan Transportation Authority 0.3%
New York City Housing Authority 0.2%
Port Authoirty of NY/NJ 0.2%
NY State Office of General Services 0.2%
NY Conventional Center Operating Corp. 0.2%
United Nations Develoment Corp. 0.2%
Empire State Development Corp. 0.3%
Hudson River Park Trust 0.2%
Roosevelt Island Operating Corp. 0.2%
Battery Park City Authority 0.2%
Overall Total for NYC Customers 0.3%
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EXHIBIT "8-B"

page 1 of 2

NEW YORK CITY GOVERNMENTAL CUSTOMERS
CONVENTIONAL PRODUCTION RATES

Service Demand Rates Base Energy Rates
Class $/kw/mo. Cents/kWh *

Current | 2008 Final | Current | 2008 Final
62 General Small n/a n/a 10.160 10.196
64 Commercial & Industrial Redistribution 13.85 13.90 5.229 5.248
65 Electric Traction Systems and Platform Lighting 10.23 10.27 6.036 6.057
85s NYC Transit Authority Substation 11.39 11.43 5.558 5.578
68/82 |Multiple Dwellings Redistribution 12.23 12.27 5.395 5.414
69 General Large 10.10 10.14 5.651 5.671
80 NYC Street Lighting 11.14 11.18 5.379 5.398
91/93/98 [NYC Public Buildings 10.32 10.36 5.980 6.001

* In addition to the indicated base energy rates, there is an Energy Charge Adjustment
that varies monthly.
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EXHIBIT "8-B"
page 2 of 2
NEW YORK CITY GOVERNMENTAL CUSTOMERS
TIME-OF-DAY PRODUCTION RATES

Service Demand Rates On-Peak Off-Peak
Class | Base Energy Rates | Base Energy Rates

$/kw/mo. Cents/kWh Cents/kWh
Current 2008 Final | Current | 2008 Final | Current [2008 Final
64 Commercial & Industrial Redistribution 11.38 11.42 7.541 7.568 4171 4.186
68/82 |Multiple Dwellings Redistribution 10.98 11.02 7.796 7.824 4.269 4.284
69 General Large 8.35 8.38 8.063 8.092 4.200 4.215
91/93/98 [NYC Public Buildings 8.47 8.50 8.658 8.689 4.233 4.248
|Rider A |Back-up and Maintenance power | 16.061] 16.118] 2.917]  2.927]

The on-peak period for energy is weekdays from 7:00AM to 7:00PM, excluding holidays.

The off-peak period for energy is all other hours.

Notes

(1) The on-peak period for demand is weekdays from 8 AM to 6 PM, including holidays.
(2) The on-peak period for energy is weekdays from 8 AM to 10 PM, including holidays.
(3) The off-peak period for energy and demand is all other hours.
(4) In addition to the indicated base energy rates, there is an Energy Charge Adjustment

that varies monthly.
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Exhibit “8-C”
December 18, 2007

POWER AUTHORITY OF THE STATE OF NEW YORK

PROPOSED INCREASE IN NEW YORK

GOVERNMENTAL CUSTOMER RATES

November 15, 2007

10:30 a.m.

501 Seventh Avenue

New York, New York

BEFORE:
ANGELA GRAVES

MARILYN BROWN

VERITEXT/NEW YORK REPORTING COMPANY
212-267-6868 516-608-2400
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MS. GRAVES: Good morning. My
name is Angela Graves and I'm the
Deputy Corporate Secretary of the New
York Power Authority.

This public forum is being
conducted by the Power Authority in
accordance with the terms of the
Policy and Procedure adopted by the
Authority's Trustees in November 1990,
which provide for the holding of
public forums on all significant
Authority production and transmission
rate increase proposals; that is,
increases of 2% or more. These forums
are held in addition to the public
notice and comment procedures required
by the State Administrative Procedure
Act and contracts with affected
customers.

The purpose of this forum 1is to
offer affected customers and the
general public an opportunity to
present data, views or positions

concerning the proposed action to

VERITEXT/NEW YORK REPORTING COMPANY

212-267-6868

516-608-2400



uhartman

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

increase the Authority's rates for its
New York City Governmental Customers.
The record of the forum will assist
the Trustees of the Authority in
evaluating the proposed rate increase.
Notice of the holding of a
public forum on the proposed rate
action was published in the
Miscellaneous Notices/Hearing Section
of the New York State Register on
October 10th, 2007. Customers were
informed by direct mail of this Public
Forum regarding the proposed rate
modifications on September 26, 2007.
If you plan to make an oral
statement this morning and have not
filled out a card at the sign-in desk,
please do so now. We ask that you
give copies of your written statement
to the reporter and me either before
OR after you deliver your remarks.
Although your written statement can be
whatever length you like, we ask those

presenting an oral statement to limit

VERITEXT/NEW YORK REPORTING COMPANY

212-267-6868

516-608-2400
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their remarks to ten minutes. If your
oral statement summarizes a written
statement, both will appear in the
record.

The record of this forum will
remain open until November 26th, 2007,
for the submission of any additional
comments or statements. These should
be addressed to the Authority's
Corporate Secretary at 123 Main
Street, 15-M, White Plains, New York
10601; or may be faxed to
(914) 681-6949; or e-mailed to
secretarysofficel@nypa.gov. Please see
Ms. Johnson, the Assistant Corporate
Secretary, on your way out if you have
additional gquestions.

Full stenographic minutes of
this Forum will be made and will be
incorporated, along with the written
submissions, into the record that will
be reviewed by the Authority's
Trustees.

Copies of the stenographic

n

VERITEXT/NEW YORK REPORTING COMPANY

212-267-6868
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transcript of this forum are available
to the public. You should contact the
reporter to make arrangements to
purchase such a copy. A copy of
today's transcript will also be
available for your review at the
Authority's Corporate Secretary's
office located at 123 Main Street,
White Plains.

At this point I will turn the
proceedings over to Ms. Marilyn Brown,
the Authority's Manager of Market and
Pricing Analysis, who will describe
the proposed rate increase for the
Authority's New York City Governmental
Customers. I will then call on
speakers, starting with any elected
officials.

Ms. Brown.

MS. BROWN: Good morning. My
name is Marilyn Brown. I am the
Manager of the Market and Pricing
Analysis at the New York Power

Authority.

VERITEXT/NEW YORK REPORTING COMPANY

212-267-6868

516-608-2400
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I am here today to present an
overview of the proposed modifications
to the 2008 production rates for the
Authority's New York City Governmental
Customers, referred to hereinafter as
the "Customers."

In 2005, the Authority and the
Customers entered into supplemental
Long-Term Agreements, or LTAs, for the
purchase of electric service through
December 31, 2017. The LTAs replaced
prior agreements entered into during
the mid-1990s with most of these same
customers. The LTAs established a new
relationship between the Authority and
the Customers that reflects the costs
of procuring electricity in the
restructured marketplace managed by
the New York Independent System
Operator, or NYISO. The LTAs define
specific cost categories with respect
to providing electric service, and
prescribe a collaborative process for

acquiring resources, managing risk and

VERITEXT/NEW YORK REPORTING COMPANY

212-267-6868

516-608-2400
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selecting a cost-recovery mechanism.

The LTAs separate all costs into
two distinct categories: Fixed costs
and variable costs. Fixed costs
include operation and maintenance, or
0O&M, shared services, capital cost,
other expenses (i.e., certain directly
assignable costs) and a credit for
in?estment and other income. Under
the LTAs, the Authority must establish
fixed costs based on cost-of-service
principals and make changes only under
the State Administrative Procedure
Act, or SAPA, process. In addition,
the LTAs contemplate that year-to-year
changes in fixed costs will be
reviewed by the Customers in advance
of a filing made under SAPA. Under
the LTAs, the Customers' concerns must
be considered prior to presenting any
proposed changes to the fixed costs to
the Authority's Trustees or issuing
them for public comment.

Under the LTAs, the Authority

VERITEXT/NEW YORK REPORTING COMPANY

212-267-6868

516-608-2400
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also develops on an annual basis the
variable costs (i.e. fuel and
purchased-power expense, risk
management, NYISO ancillary services
and O&M reserve, less a credit for
NYISO revenues from New York City
Governmental Customer-Dedicated
generation), which are subject to the
Customers' review and comment. Each
year's variable costs are determined
in accordance with the methods and
procedures set forth in the LTAs that
were previously approved by the
Trustees, and therefore are not
subject to the SAPA process.

A preliminary staff report
detailing the preliminary 2008
cost-of-service was published in May
2007 and submitted to the Customers
for their review and comment as part
of the rate-setting process set forth
in the LTAs. Authority staff have
been responding to the Customers'

gquestions regarding the

VERITEXT/NEW YORK REPORTING COMPANY
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cost-of-service.

Based on the 2008 projected
cost-of-service, a fixed costs
increase of $26.5 million is proposed
for the customers. Collectively, the
fixed costs are projected to be $179.7
million in 2008 wversus $153.2 million
in 2007. Contributors to the
additional fixed costs are increases
in capital costs, 11.1 million; O&M,
$7.9 million; shared services, $4.4
million and other expenses, $2.3
million, with credit offsets bringing
the net total to $26.5 million. The
$26.5 million represents a 17.3
percent increase in fixed costs and a
3.4 percent overall production rate
increase. Staff proposes to apply the
production increase equally to both
the base demand and energy rates. A1l
of the customers would be subject to
this proposed increase.

The final 2008 production rates

that will be incorporated into the

10

VERITEXT/NEW YORK REPORTING COMPANY

212-267-6868

516-608-2400



uhartman

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

tariffs will be a combination of the
Trustee-Approved increase in fixed
cests and the variable costs that are
set outside of this SAPA process.

Additionally, we propose to make
change to the electric service tariff
for New York City Governmental
Customers, Service Tariff No. 100,
Provision V Section H which formerly
had called for proration of customer
bills. Based on staff analysis, we
have determined that it is more
appropriate for all customers to
receive rate increases based on the
billing period for better coordination
with the Energy Charge Adjustment, or
ECA, mechanism, and propose that this
section be revised to state that rates
and charges apply to bills rendered
after the effective date and are
applicable for the entire billing
period.

As Ms. Graves stated earlier,

the Authority will accept your

11
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comments on the proposed increase
through November 26, 2007. Authority
staff will consider all concerns that
have been raised at this public forum
and in comments filed with the
Authority before returning to the
Trustees at their December 18, 2007
meeting to request approval of a rate
modification for 2008.

We look forward to receiving
your comments. I will now turn the
public forum back to Ms. Graves.

MS. GRAVES: Thank you,

Ms. Brown.

At this time, 10:40, no one has
appeared to speak at the forum.
However, I will keep the forum open
until 11:00 in the event someone
arrives between now and then who would
like to speak.

(Recess taken.)

MS. GRAVES: It is now 11 a.m.
and no one has signed in to speak at

this public forum. However, the

12
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record of the forum will remain open
until November 26, 2007 for the
submission of any additional comments
or statements.

At this time, the public forum
is officially closed. Thank you.

(Time noted: 11:00 a.m.)

I do hereby certify that the
foregoing is a true and accurate

transcript of the proceedings.

REVA WEISS

VERITEXT/NEW YORK REPORTING COMPANY
212-267-6868 516-608-2400
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