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Minutes of the Regular Meeting of the Power Authority of the State of New Y ork held at the

White Plains Office at 11:14a.m.

Present: Louis P. Ciminelli, Chairman
Frank S. McCullough, Jr., Vice Chairman
Timothy S. Carey, Trustee
Joseph J. Seymour, Trustee

Michael J. Townsend, Trustee — Excused

Eugene W. Zeltmann
David E. Blabey
Vincent C. Vesce
Peter A. Barden

H. Kenneth Haase
Robert L. Tscherne
Carmine J. Clemente
Joseph J. Carline
William Ernsthaft

Thomas P. Antenucci
Arnold M. Bellis
Robert J. Deasy
John M. Hoff
Charles|. Lipsky
Donald A. Russak
Thomas Warmath
James H. Yates

Stephen P. Shoenholz
Michael E. Brady
Dennis T. Eccleston
AngelaD. Graves
JanisE. Archer
Craig D. Banner
Jordan Brandeis
Thomas J. Concadoro
Helen L. Eisenfeld
Angelo S. Esposito
Paul F. Finnegan
John L. Murphy
William V. Slade
Daniel Wiese
Edward Hubert
Peter Scalici

Albert Swansen
Daniel J. Cappidllo
Gerard R. Mullin
Roger W. Busha, Jr.
Mary Jean Frank
LornaM. Johnson
Bonnie Fahey

Philip S. Astuto
Lynnette J. Taylor

President and Chief Executive Officer

Executive Vice President, Secretary and General Counsel
Executive Vice President — Corporate Servicesand Administration
Senior Vice President — Public and Governmental Affairs

Senior Vice President — Transmission

Senior Vice President — Energy Services and Technology

Deputy Secretary and Deputy General Counsel

Assistant General Counsel — Power and Transmission

Assistant General Counsel — Finance and Risk Management /
Ethics and Regulatory Compliance

Vice President — Project Management

Vice President — Controller and Acting Chief Financial Officer
Vice President — Energy Resources Management and Fuels Operations
Vice President — Procurement and Real Estate

Vice President and Chief Engineer

Vice President — Finance

Vice President and Chief Risk Officer

Vice President — Major Accounts Marketing and Economic

Development

Deputy Vice President — Public Affairs
Treasurer

Chief Information Officer

Deputy Secretary

Director — Production Design and Development

Director — Electrical System Marketing and Customer Billing
Director — Supply Planning, Pricing and Power Contracts
Director — Accounting

Director — Cost Control and Electric Transportation
Director — Energy Services

Director — Upstate Public and Governmental Affairs
Director — Public Relations

Director — Environmental Programs

Director — Corporate Security/Inspector General

General Manager Transmission Maintenance— CEC/ STL
Deputy Inspector General — Investigations

Deputy Inspector General — Security

Manager — Performance Planning

Manager — Fuel Planning

Investigator

Associate Secretary

Assistant Secretary

Executive Administrative Assistant

Senior Business Planner

Senior Legal Secretary



Brian G. Warner Senior Policy Specialist

Diane Gil Procurement Program Specialist

Joann M. Duffy Strategic Change Consultant

Feix E. DeJesus Consultant

Anthony C. Savino Marketing Consultant

Richard J. Ardolino Project Manager

John Cashin Executive Administrator, Battery Park City Authority
Kent Gardner Center for Governmental Research

Michael Gettings Executive Vice President, Pace Global

Chairman Ciminelli presided over the meeting. Executive Vice President, Secretary and General Counsel
Blabey kept the Minutes.



April 27, 2004

1. Approval of the Minutes of the Meeting held on M arch 30, 2004

The minutes of the meeting of March 30, 2004 were unaninously adopted.
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2. Einancial Reportsfor the Three Months Ended March 31, 2004

Mr. Bellisprovided the Financial Report for the three months ended March 31, 2004.
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3. Report from the President and Chief Executive Officer

President Zeltmann stated that the recent Authority-wide Culture Committee meeting was one of the best
meetings of that committeein itsfour-year history. He cited the excellent presentation given by Mr. Edward Hubert,
General Manager — Transmission Maintenance on the Transmission Maintenance Organization’s (“TMQO”)
Culture/Productivity I nitiative. President Zeltmann then asked Mr. Hubert to give an abbreviated version of his
presentation to the Trustees.

Mr. Hubert began by discussing the Authority-wide June 2003 Culture Survey, in which 61% of the
Clark Energy Center employees and Blenheim-Gilboa linemen participated. TMO management followed up by
meeting with all TMO employeesto sharethe survey results and by making a commitment to addressthe major issues
raisedin the survey. A union/management cooperative committee was established to addresstheseissues. I n the six
months since this follow-up process started, noteworthy improvements have been madein complying with weekly
schedules, estimating monthly labor needs and meeting preventive maintenance targets. I1n addition, strides have been
made to confront nonperformance and increase accountability in the areas of safety, metrics, sick leave and
start/stop/break times. | mproved communication is being accomplished by including plannersat department meetings,
posting all schedules, increasing supervisors availability, improving feedback from the craftsand holding quarterly
union/management cooperative meetings. Enhanced recognition of employee accomplishmentsisevidenced by the
TMO' s Employee Recognition Committee, “ BRAVO” cardsand an accounting audit that resultedin noreportable

deficiencies.
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4. Allocation of 3,700 kW of Hydro Power

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

“The Trustees are requested to approve one allocation of available Replacement Power ( RP) and two
allocations of available Expansion Power (' EP’), totaling 3,700 kW

BACKGROUND

“Under the RP Settlement Agreement, Niagara Mohawk Power Corporation (‘NiMao’), with the approval of
the Authority, identifies and selects certain qualified industrial companiesto receive delivery of RP. Qualified
companies are current or future industrial customers of NiMo that have or propose to have manufacturing facilities
for the receipt of RP within 30 miles of the Authority’s Niagara Switchyard. RPisthe 445,000 kW of firm hydro
power generated by the Authority at its Niagara Power Project (‘ Project’) that has been made available to NiMo
pursuant to the Niagara Redevelopment Act.

“Under Section 1005 (13) of the Power Authority Act, the Authority may contract to allocate or reallocate
directly, or by sale for resale, 250 MW of firm hydroel ectric power asEP to businesses in the state located within 30
miles of the 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.

DISCUSSION

“On October 22, 2003, the Authority, NiMo, Empire State Development Corporation and the Buffalo
Niagara Enterprise sighed a Memorandum of Understanding (‘MOU’) that outlines the process to coordinate
marketing and allocating Authority hydro power. Itsintent isto better use the value of this resource to improve the
economy of Western New Y ork and the State of New Y ork. Nothing in the MOU changes the legal requirements
applicableto the allocation of hydro power. The entities noted above have formed the Western New Y ork Advisory
Group (‘Group’).

“The Group recommends that the available power be allocated among three companies, as set forth in
Exhibits ‘4-A’ and ‘4-B.” The exhibits show, among other things, the amount of power requested by each company,
the recommended allocation and additional employment and/or capital investment, payroll information and contract
term. These projects will help maintain and diversify Western New Y ork' sindustrial base and provide new
employment opportunities. They are projected to result in the creation of 899 jobs.

RECOMMENDATION

“The Manager — Business Power Allocations and Compliance recommends that the Trustees approve the
alocation of 600 kW Replacement Power and 3,100 kW of Expansion Power to the companies listed in Exhibits
‘4-A’ and ‘4-B.’

“The Executive Vice President, Secretary and General Counsel, the Senior Vice President — Marketing,
Economic Development and Supply Planning, the Vice President — Major Accounts 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 allocation of 600 kW of Replacement Power and 3,100 kW of Expansion
Power, as detailed in Exhibits“ 4-A” and “ 4-B” be, and hereby is, approved on theterms set forth in the
foregoing reportof the President and Chief Executive Officer; and beit further
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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
and take any and all actions and execute and deliver any and all agreements, certificates and other documents

to effectuate the foregoing resolutions, subject to the approval of the form thereof by the Executive Vice
President, Secretary and General Counsel.



New York Power Authority Exhibit "4-A'
Replacement Power April 27, 2004
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 (1)
A-1 |Time Release Sciences, Inc. Buffalo Erie 600 206 $3,600,000 $22,000 600 Until 8/31/07
Total RP Recommended 600 206 $3,600,000 $22,000 600

(1) The Niagara Project license and the resale agreement with Niagara Mohawk (NS-1) expires on August 31, 2007.




Company:

L ocation:
County:

I0U:

Business Activity:

Project Description:

Prior Application:

Existing Allocations:

Power Request:

Power Recommended:

Job Commitment:
Existing
New

New Jobs/Power Ratio:

New Jobs—

Avg. Wageand Benefits:

Capital Investment:

Capital Investment
Per MW :

Summary:

Exhibit * 4-A1"
April 27, 2004

APPLICATION SUMMARY

Replacement Power

Time Release Sciences, Inc.

Buffalo, New York

Erie

Niagara Mohawk Power Corporation

Manufacturer of consumer cleaning products

The company plansto add five to eight new packaging lines for the Magic
Eraser, which is afoam sponge product Included in each line will be die-cutting
and debasing operations. The company is currently using 53,000 sg. ft. and will
be moving to anew 90,000-sq.-ft. facility. Thetotal project cost is $3,600,000,
including building improvements and new equipment.

No

None

600 kW

600 kw
108 jobs
206 jobs

343 jobs’MW

$22,000
$3,600,000

$6,000,0000MW

Time Release Sciences, Inc. is aleading producer of customblended foam
formulations and material used ina wide variety of industries, from automotive
and health care to industrial and electronics. The company’ s customers meet the
reguirements of a broad range of applications, such as cushion pads, shock
insulation, medical devices and consumer products. The company provides
turnkey solutions for custom-blended foam formulations.



New York Power Authority

Expansion Power
Recommendations for Allocations

Exhibit "4-B"
April 27, 2004

Power Estimated New Jobs Power
Exhibit Requested New Capital Avg. Wage Recommended Contract
Number Company Name City County (kW) Jobs Investment & Benefits (kW) Term (1)
B-1 [GEICO Ambherst Erie 1,600 650 $40,000,000 $39,000 1,600 5 years
B-2 |Wilson Greatbatch Technologies, Inc. Clarence Erie 1,500 43 $40,000,000 $28,000 1,500 5 years
Total EP Recommended 3,100 693 $80,000,000 $67,000 3,100

(1) Expansion Power resale agreements with NYSEG and NIMO have automatic extension provisions until

2013 should the Niagara Project license be extended.




Company:

L ocation:
County:

I0U:

Business Activity:

Project Description:

Prior Application:

Existing Allocations:

Power Request:

Power Recommended:

Job Commitment:
Existing
New

New Jobs/Power Ratio:

New Jobs—

Avg. Wage and Benefits:

Capital Investment:

Capital Investment
Per MW:

Summary:

Exhibit * 4-B1”
April 27, 2004

APPLICATION SUMMARY

Expansion Power

Government Employees Insurance Company (GEICO)

Ambherst, New Y ork

Erie

Niagara Mohawk Power Corporation

Automobile insurance company

The nation’ sfifth largest auto insurer is setting up anew national service
center in Amherst that will ultimately house up to 2,500 employees in
customer, sales and claims positions. The 250,000-square-foot building, which
will be leased for 20 years, is expected to be completed within 18 months.
None

None

1,600 kW

1,600 kW

86 jobs

650 over three years (2,500 jobs once at full capacity)

406 jobsMW

$39,000
$40,000,000

$25,000,000/MW

Incorporated in 1937, GEICO is the largest direct marketer and the fifth largest
private passenger auto insurance company in the United Stated, based on
direct written premiums. GEICO isawholly owned subsidiary of Berkshire
Hathaway, Inc. The company is requesting power for two locations. John
Muir Drive, which is atemporary site, and Crosspoint Parkway, the
company’s main site. Once the Crosspoint Parkway siteis fully occupied, the
company’s allocation will be used solely at that site.



Company:

L ocation:
County:

I0U:

Business Activity:

Project Description:

Prior Application:

Existing Allocations:

Power Request:

Power Recommended:

Job Commi tment:
Existing
New

New Jobs/Power Ratio:

New Jobs—

Avg. Wage and Benefits:

Capital Investment:

Capital Investment
Per MW:

Summary:

Exhibit * 4-B2"
April 27, 2004

APPLICATION SUMMARY

Expansion Power

Wilson Greatbatch Technologies, Inc.

Alden, New York

Erie

New York State Electric and Gas Corporation

Developer and manufacturer of batteries used in medical devices

The company is purchasing and expanding a building that will be used to
manufacture medical-grade implantable batteries. The investment in the
facility is expected to be nearly $40 million. The investrent includes property
acquisition, construction, manufacturing equipment and other miscellaneous
expenses.

Yes

PFJ - 1,200 kW (expires 12/31/05)

1,500 kW

1,500 kW

325 jobs

43 jobs

29 jobs/MW

$28,000
$40,000,000

$26,666,666/MW

Wilson Greatbatch is aleading devel oper and manufacturer of power-source
wet tantalum capacitors and precision-engineered components and sub-
assemblies used in implantable medical devices, aswell asfor demanding
commercial applications. Additionally, the company provides the power to
meet the rigorous demands of aerospace, military, oil and gas

explorati on/extraction and oceanographic applications.
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5. 2003 Annual Report of Procurement Contracts and Annual Review of Open
Procurement Service Contracts

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

“The Trustees are requested to approve the 2003 Annual Report of Procurement Contracts (Exhibit*5-A3")
and the Guidelines for Procurement Contracts (Exhibit ‘5-A2"), and to review open service contracts exceeding one
year that were active in 2003 (Exhibit‘5-A 3). An Executive Summary of the Annual Report is attached as Exhibit
‘5-Al’.

BACKGROUND

“Section 2879 of the Public Authorities Law (‘PAL’) governs the administration and award of procurement
contracts equal to or greater than $5,000. Section 2879 of the PAL requires public authorities to adopt
comprehensive guidelines detailing their operative policy and instructions concerning the use, awarding, monitoring
and reporting of procurement contracts. The Authority’s Guidelines were approved by the Trustees at their meeting
of October 31, 1989 and were implemented on January 1, 1990 and have been amended annually as necessary.

“Section 2879 of the PAL also requires authorities to review and approve such guidelines annually and to
file areport regarding procurement contracts with the Division of the Budget, the Department of Audit and Control,
the Department of Economic Development, the Senate Finance Committee, and the Assembly Ways and Means
Committee. The Annual Report must include a copy of the Authority’s current Guidelines, details on any changes
to the Guidelines during the year and specific information regarding procurement contracts. The following
information must be provided:

[A] listing of all procurement contracts entered into [ by the Authority], all contracts entered into
with New York State business enter prises and the subject matter and value thereof, all contracts entered
into with foreign business enterprises, and the subject matter and value thereof, the selection process used
to select such contractors, all procurement contracts which were exempt from the publication requirements
of article four-C of the economic development law, the basis for any such exemption and the status of
existing procurement contracts.

“Lastly, Section 2879 of the PAL requires an annual review by the Trustees of open service contracts
exceeding oneyear. Those long-term service contracts exceeding one year and awarded after January 1, 1990, are
also included in the Annual Report.

DISCUSSION

“The 2003 Annual Report of Procurement Contractsis attached for review and approval by the Trustees
(Exhibit ‘5-A3). Thisreport reflects activity for all procurement contracts equal to or greater than $5,000, as
identified by the Authority’ s SAP computer system, that were open, closed or awarded in 2003, including contracts
awarded from 1990 through 2003 that were completed in 2003 or were extended into 2004 and beyond. All
additional information required by the statute isalso included. The Trustees are requested to approve the attached
Annual Report pursuant to Section 2879 of the PAL prior to submittal thereof to the Division of the Budget, the
Department of Audit and Control, the Department of Economic Development, the Senate Finance Committee, and
the Assembly Ways and Means Committee.

“A copy of the Guidelines for Procurement Contracts, effective April 27, 2004 (Exhibit ‘5-A2'), is attached
to the Report. These Guidelines have been amended with two substantive changes to the version approved last year.
Therevisions are indicated below.

“In response to Executive Order 127, the Authority has adopted a policy (the ‘Policy’) consistent with New
Y ork State policy providing for increased disclosure in the public procurement process through identification of

10
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persons or organizations whose function is to influence procurement contracts, public works agreements and real
property transactions. The Guidelines have been amended asfollows:

Page 10, Section 7 ‘ Contract Provisions,’ Paragraph B listing of * Contract Attachments,’ insert:

‘9. Appendix ‘J (Bidder/Contractor Compliance with Authority Policy Providing for Certain Procurement
Disclosures) (see Exhibit*5-B’).

“Also, to further define the category of non-procurement contracts, funding agreements, co-funding
agreements and grants have been included in the definition as follows:

Page 1, Section 2 DEFINITIONS, Paragraph A, fourth sentence shall be amended to read:

‘In addition, Procurement Contracts shall not include funding agreements, co-funding agreements, grants or
membershipsin variousindustry groups, professional societies, and similar cooperative associations, nor
any cooperative projects and procurement activities, conducted or sponsored by such organizations, in
which the Authority participates; advertising agreements with radio, television, and print media shall also
be excluded.

“The Guidelines generally describe the Authority’s process for soliciting proposals and awarding contracts.
Topics detailed in the Guidelines include solicitation requirements, eval uation criteria, the contract award process,
contract provisions, change orders, Minority/\WWomen Business Enterprise (‘M/WBE’) requirements and employment
of former officers and reporting requirements. The Guidelines have been designed to be self-explanatory .

RECOMMENDATION

“The Vice President — Procurement and Real Estate recommends that the Trustees approve the 2003
Annual Report of Procurement Contracts, the Guidelines for Procurement Contracts and the review of open service
contracts as attached hereto in Exhibits'5-A 2 and ‘5-A3.’

“The Executive Vice President — Power Generation, the Executive Vice President, Secretary and General
Counsel, the Executive Vice President — Corporate Services and Administration, the Vice President — Controller and
Acting Chief Financial Officerand | concur in the recommendation.”

Mr. Hoff presented an overview of staff’srecommendationsto the Trustees and recognized Ms. Gil for her
work on theannual report. On behalf of the Trustees, Chairman Ciminelli thanked Mr. Hoff and Ms. Gil for their
efforts.

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

RESOLVED, That pursuant to Section 2879 of the Public Authorities Law and the Authority’s
Procurement Guidelines, the Annual Report of Procurement Contracts (Exhibit “ 5-A3") and the Guidelines
for the use, awarding, monitoring and reporting of Procurement Contracts (Exhibit “ 5-A2"), asamended
below, be, and hereby are, approved as follows:

Page 10, Section 7*“ Contract Provisions”, Paragraph B listing of “ Contract Attachments,” insert:

“9. Appendix “J” (Bidder/Contractor Compliance with Authority Policy
Providing for Certain Procurement Disclosures)” (see Exhibit “5-B”)

11
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Page 1, Section 2 DEFINITIONS, Paragraph A, fourth sentence shall be amended to read:

“In addition, Procurement Contracts shall not include funding agreements, co-funding
agreements, grants or memberships in various industry groups, professional societies, and
similar cooperative associations, nor any cooperative projects and procurement activities,
conducted or sponsored by such organizations, in which the Authority participates;
advertising agreements with radio, television, and print media shall also be excluded.”

AND BE IT FURTHER RESOLVED, That the open service contracts exceeding one year (Exhibit
“5-A3") be, and hereby are, reviewed; and beit 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 resolutions, subject to the approval of the form thereof by the Executive Vice
President, Secretary and General Counsel.



Exhibit " 5-A1"
April 27,2004

POWER AUTHORITY OF THE STATE OF NEW YORK

ANNUAL REPORT OF PROCUREMENT CONTRACTS
EXECUTIVE SUMMARY

The Power Authority of the State of New Y ork (“Authority”) isadiversified energy corporation
committed to meeting the eectrica needs and chalenges of New Y ork State (“State”) by providing
lower-cogt eectricity, aswell as by being aleader in conservation, energy efficiency, eectrotechnologies
and amdl-scae renewable energy forms. A nonprofit public energy corporation, the Authority does not
use tax revenues or State funds or credit. It finances construction of its projects through bond and note
sdesto private investors and repays the debt holders with proceeds from operations.

In 2003, the Authority solicited proposas for new turbine runnersfor the St. Lawrence LEM Project,
aswell asfor other mgjor equipment in support of the Niagara upgrade. The Procurement and Redl
Edtate Divison aso continued to provide significant support to the 500 MW Combined Cycle Project.

The Authority aso continued a mgor effort to ingtal new energy-effident lighting fixtures and balagtsin
State, locd, and municipa government facilities and public schools throughout the State.

Other energy efficiency efforts include the Non-Electric End Use Program and the Electrotechnologies
Program in public facilities that uses dternative-fud energy technologies, a Cod Conversion Program
for New Y ork City and Buffao public schools to replace obsolete cod boilers with modern boilers
using optimized dua-fud (gas or ail) technology and to replace the exigting climate- control distribution
systems; a program for supplying super-efficient refrigerators for certain Authority public housing
customers, an Electric Vehicle Program promoting the use of eectric vehicles (cars, pick-up trucks and
buses) throughout the State; ingtdlation of photovoltaic (“PV”) systems on severd facilities throughout
the State and inddlation of fud cell power plants (“FCPPS’) at severd locations throughout New Y ork
State.

In the course of congtructing and operating its facilities, the Authority requires the services of outsde
firms for accounting, engineering, legd, public rdaions, surveying and other work of a consulting,
professond or technical nature to supplement its own staff, as well asto furnish varied goods and
services and perform congtruction work. Many of these contracts are associated with the congtruction,
maintenance and operation of the Authority's eectric generating facilities and trangmisson lines, aswell
as with support of the energy efficiency projects noted above.

PROCUREMENT GUIDELINES
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In compliance with the gpplicable provisons of Section 2879 of the Public Authorities Law, as
amended by the laws of 1988, the Authority has established comprehensive guidelines detalling its
operative policy and ingtructions concerning the use, awarding, monitoring and reporting of procurement
contracts.

A copy of the Authority's current Guidelines for Procurement Contracts governing solicitations and
evauation of proposals for procurement contractsis attached hereto. These Guidelines, approved by
the Authority's Trustees, were implemented on January 1, 1990, and have been amended annually as
necessary. A copy of the Guiddines for Procurement Contracts, effective April 27, 2004 (Exhibit "A-
2"), is attached to the Report. These Guideines have been amended with two substantive changes to
the verson approved last year. Therevisons are indicated below.

In response to Executive Order 127, the Authority has adopted a policy (“Policy”) consstent with New
Y ork State policy providing for increased disclosure in the public procurement process through
identification of persons or organizations whaose function is to influence procurement contracts, public
works agreements and real property transactions. The Guiddines have been amended asfollows:

Page 12, Section 7 “Contract Provisons”, Paragraph B ligting of “Contract Attachments’ insert

“9. Appendix “J" (Bidder/Contractor Compliance with NY PA Policy Providing
for Certain Procurement Disclosures)”

Also, to further define the category of non-procurement contracts, funding agreements, co-funding
agreements and grants have been included in the definition as follows:

Page 1, Section 2 DEFINITIONS , Paragraph A, fourth sentence shall read:

“In addition, Procurement Contracts shal not include funding agreements, co-funding
agreements, grants or memberships in various industry groups, professona societies, and
sSmilar cooperative associations, nor any cooperative projects and procurement activities,
conducted or sponsored by such organizations, in which the Authority participates, advertisng
agreements with radio, televison, and print media shal dso be excluded.”

The Guiddines describe the Authority's process for soliciting proposals and awarding contracts. Topics
detailed in the Guideines include solicitation requirements, evauation criteria, contract award process,
contract provisons, change orders, Minority/\WWomen Business Enterprise (*M/WBE”) requirements,
employment of former officers and reporting requirements. The Guiddines have been designed to be
sdf-explanatory.

ACCOMPLISHMENTS
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Maor procurement effortsin 2003 included purchase of goods, services and construction work in
support of the Authority's operating projects and headquarters’ facilities, support of the 500 MW
Combined Cycle Project, Life Extensgon and Modernization (*LEM”) Programs a Niagaraand S.
Lawrence, the Energy Services and Technology (“EST”) Programs (e.g., High Efficiency Lighting
Program (“HELP"’), the Refrigerator Program for the New Y ork City Housing Authority, Energy
Services Program (“ESP’) and the Electric Trangportation Program). Procurement is continuing efforts
to optimize use of the Authority’s credit card system for procurements under $5,000, the SAP
procurement and materials management system, as well as supporting the requirements of our operating
and capital projects and headquarters operations.

1) Credit Card Procurement System (“CCPS’)

The Credit Card Procurement System is used to procure goods and services valued under
$5,000. Attheend of 2003, the Authority had 150 cardholdersin both headquarters and
operating facilities. Credit card transactions averaged 900 per month, with an average monthly
vaue of $430,000, totaling more than $5,100,000 (compared to nearly $5,300,000 in 2002).

2 Negotiated Savings Program

The procurement staff at the Authority established agod of achieving $6,500,000 in additiona
savings by negotiating improved pricing and other commercid terms with recommended low
bidders and resolving back charges and claims with the Authority’ s outside vendors and
contractors. In 2003, the actud value of such savings was $6,400,000, ranging from improved
pricing terms for the 500 MW Combined Cycle Plant at Poletti, contractsin support of Energy
Efficiency Programs, and the Niagara LEM Project.

(3)  Supplier Diversity Program (“SDP")

In 2003, the Power Authority continued to optimize the use of M/WBEs providing goods and
services in support of Authority operations. As noted in Attachment 1, in 2003, the Authority
awarded nearly $23,000,000 for goods and services to M/WBE firms. Thisincluded direct
and indirect procurements of office supplies, computer equipment, chemicals, consulting
services, temporary engineering personnd and design. A large percentage of the 2003 M/WBE
expenditures were in support of the 500 MW project.

In 2003, 9.4% of totd reportable procurement expenditures were for M/WBES, exceeding the
Authority’s 7% godl.

The Authority includes subcontracting goals for M/WBE firms in nonconstruction procurements
3
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of more than $25,000 and construction procurements of more than $100,000. Staff will
continue to pursue other direct and indirect procurement opportunities wherever possible,
including the 500 MW Combined Cycle Plant, as previoudy mentioned. 1t should be noted that
the Authority hasincluded a substantial god in the Generd Work Contract for the 500 MW
Combined Cycle Project for subcontracting by Sattery Skanska Inc. to certified M/WBE firms.
This could equate to gpproximately $40 million of subcontracting work over the next severa
years for M/WBE firms on this Project dlone. Significant goas have already been reached on
this project and gaff expects to achieve even higher gods going forward.

The Authority has also focused on increasing opportunities for M/WBE firmsto participatein
investment banking activities and Treasury bill invesments, aswell asinduding an M/WBE firm
as a co-manager in the Tax- Exempt Commercia Paper Program. In 2003, M/WBE invesment
banking firms purchased and sold more than $518,000,000 (in principd) of securities
transactions for the Authority.

In June 2003, the Authority hosted its 13th Annua Purchasing Exchange for Minority and
Women-Owned Busnessesin White Plains. For the second time, the Authority hosted an
upstate Purchasing Exchangein Buffalo in October 2003. The success of the event launched
plans for annua upstate exchanges. Based on the substantid attendance and interest generated,
other upstate venues will be explored as the Authority’ s Supplier Diversity Program continues to
gain positive statewide recognition.

Procurement representatives also worked closely with, and were members of, the Nationa
Minority Business Council, the Association of Minority Enterprises of New Y ork, the New
Y ork/New Jersey Minority Purchasing Council, the Westchester and Long Idand Hispanic
Chamber of Commerce, Professona Women in Congruction and the African American
Chamber of Commerce for Westchester and Rockland Counties.

4 Inventory Classification Program;, Kitting and Staging of Materia

In 2003, the Authority completed reclassification of gpproximately 80,000 inventory items at its
operating fadilities, usng acommon nomenclature for dl inventory items, with an overal
objective of gandardizing classification of theseitemsat dl Authority fadilities Thiswas amgjor
effort requiring coordination with both plant materid management and planning and maintenance
personnd. Theintent is to expand the classfication system to Maximo usersin 2004.

In addition, materid management and Procurement personnel worked closdaly with operating

facilities gaff to explore opportunities for kitting and staging materials to support specific work

ordersissued by Materids Resource Management (MRM) planners at the facilities. By

optimizing kitting and staging of materias, the efficiency of the Authority’s craft personnel should
4



Exhibit " 5-A1"
April 27,2004

aso beincreased. Thiswill continue to be amgor effort in 2004, with a pilot program
beginning at St. Lawrence for preventive maintenance tasks eventudly expanded to LEM work
orders.
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ANNUAL REPORT - 2003 PROCUREMENT CONTRACTS

The Annua Report includes specific details of procurements of $5,000 or greater awarded since
January 1, 1990 that were activein 2003. There were 2151 such contracts with an estimated vaue of
more than $2.2 hillion, which aso includes foss| fuel and corporate finance expenditures. More than
$514 millionwas for the purchese of mgor equipment and construction of the 500 MW Combined
Cycle Project, of which approximately $240 millionwas for the purchase of mgjor equipment.

Tota procurement expendituresin 2003 exceeded $640 million This included more than $277 million
for the purchase of fossl fuels.

Approximately 62% of the contracts active in 2003 were closed in 2003.
Asnoted in Attachment I1:

Approximately 9% of these contracts were for construction work;

More than 58% were for the purchase of equipment and commodities;

More than 9% were for consulting contracts (e.g., engineering, design, specidized andyss);
Other services, such as technician work and contracted personnel, accounted for 24%;

It should aso be noted that while gpproximately 51% of the 2003 norfuel contracts covered by the
Report exceeded $25,000, the total value of those contracts was approximately 99% of the total
norfuel expenditures.

Attachment |11 indicates that, based on the total vaue of the contractsincluded in the Annua Report,
goproximately 95% of the total dollars expended (including fuels and corporate finance) were for
contracts that were competitively bid. In terms of the numbers of contracts processed (Attachment 1V),
gpproximately 73% were competitively bid and 27% were sole-source awards. Magjor reasons for the
s0le-source awards included the purchase of spare parts and services from origina equipment
manufacturers and procurement of services on an emergency basis and from proprietary sources.
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Attachment ||
2003 Procurements
Type of Contract

Other Services

Construction 0515,

m 196 24%
9%

Personal Service

m199
9%
ipt/Commmodity

@ 1241
58%

2003 Total number of Contracts 2151
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Attachment 11
2003 Procurements
Method of Award by Dollar Value

Sole Source 5%

e Bid/Search 95%

History Competitive Bid/Search
2001 96%
2002 9%
2003  95%

2003 Total Contract Award Amount $2,245,000,000
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Attachment 1V
2003 Procurements

Method of Award by Volume of Contracts

Sole Source
27%

Competitive \

Search
6%
Competitive Bid
67%

History Competitive Bid/Search
2001 71%
2002 70%
2003 73%

2003 Total Number of Contract 2151
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GUIDELINES FOR PROCUREMENT CONTRACTS

PURPOSE

The purpose of these Guiddines for Procurement Contracts ("Guiddines'), which comply with
the gpplicable provisions of Article 4-C of the Economic Development Law and

§2879 of the Public Authorities Law, isto establish the basis for soliciting and evauating
proposals from individuas and/or firms providing goods and/or services as defined in Section 2
below. Consgent with these Guiddines, individud facilities or headquarters departments may
establish specific supplementary guidelines based on their own needs.

DEFINITIONS

A.

“Procurement Contracts’ are dl contracts for the acquisition of goods and/or servicesin
the actua or estimated amount of $5,000 or more. Such goods and/or services shall
conss of al those necessary to support the Authority's Headquarters Facilities and
Operating and Capitd Condtruction Projects, including but not limited to: goods, such
as office supplies, mgor eectrica equipment, construction and maintenance work and
services as more fully described in Section 2. B below. Procurement Contracts shall
not include contracts for differences, energy, capacity, ancillary services, transmission,
digtribution or related services in support of the provision of service to Authority
customers, financiad hedge contracts, including, but not limited to: swaps, cdls puts or
swap options and credit rating services. In addition, Procurement Contracts shall not
include funding agreements, co-funding agreements, grants or membershipsin various
industry groups, professiona societies and Smilar cooperative associations, nor any
cooperative projects and procurement activities, conducted or sponsored by such
organizations, in which the Authority participates, advertisng agreements with radio,
televison and print media shdl aso be excluded.

“Services Contracts’ are Procurement Contracts for services of a consulting,
professona or technica nature provided by outside consultants/contractors (individuas,
partnerships or firms who are not officers or employees of the Authority) for afee or
other compensation. Services Contracts comprise three specific types. Persona
Services, NonPersond Services and Congtruction. Persona Servicesinclude, but are
not limited to: accounting, architecturd, engineering, financid advisory, legd, public
relations, planning, management consulting, surveying, training (when provided on
Authority property and/or exclusively for Authority employees) and construction
management. Non-Persond Services include, but are not limited to: skilled or unskilled
temporary personnd, including clerica office saff, technicians or engineers working
under Authority supervison; maintenance; repairs and printing services. Congruction
includes Procurement Cortracts involving craft labor.
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Note: Use of such services may be appropriate (1) when a consultant/contractor

possesses specid experience, background or expertise; (2) when thereis
insufficient Authority staff and retention of a consultant/contractor is more
appropriate or economical than hiring additiona permanent staff; (3) to provide
independent external review or a second opinion; (4) to meet unusua schedule
requirements or emergencies or (5) for acombination of these factors.

C. “Goods’ include equipment, materid and supplies of every kind.

3. SOLICITATION REQUIREMENTS

A.

Solicitation of proposas for Procurement Contractsis the joint respongbility of
the Procurement Division at the Headquarters offices, or the Procurement
Departments at the facilities and the initiating unit. Except as otherwise
authorized by these guiddines, arequest for proposal ("RFP") shdl be sought
from aminimum of three providers and/or firms (if available) for purchases
vaued under $25,000 and a minimum of five providers and/or firms (if
available) for purchases valued at $25,000 and greater, commensurate with the
magnitude and nature of the goods and/or services, and the schedule for
performance. It is preferable that more than five proposals be requested
whenever possible and practicable.

Prospective bidders on Procurement Contracts may be prequdified by
invitation. In such cases, proposaswill be requested only from those providers
and/or firms whose prequdification submittals show sufficient ability and
competence to supply the particular goods and/or perform the particular
services required.

The Authority shdl, in order to promote the use of minority and women-owned
business enterprises ("M/WBES'), solicit offersfrom M/WBEs known to have
experience in the area of goods and/or services to be provided, regardless of
the type of contract. For the purpose of these Guidelines, an M/WBE shdl be
any business enterprise at least 51% of which is owned by blacks, Hispanics,
Native Americans ("Indians’), Asans, Pacific Idanders and/or women, and as
further described in the Authority's Minority and Women-Owned Business
Enterprise Policy and Procedures and Executive Law Article 15-A.

To fogter increased use of M/WBES, asingle proposa may be sought,
negotiated and accepted for purchases of goods or services not exceeding
$5,000 from aNew Y ork State-certified M/WBE that offers a reasonable price
for such goods or services (not exceeding $5,000).

Pursuant to Public Authorities Law 82879, it isthe policy of New Y ork State to
promote the participation of and maximize the opportunities for New Y ork
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State business enterprises and New Y ork State resdentsin Procurement
Contracts. The Authority shall use its best efforts to promote such participation
and shdl comply with the gpplicable provisons of the Act.

1. For the purpose of this section, aNew Y ork State business enterprise
shdl mean abusiness enterprise, including a sole proprietorship,
partnership or corporation that offers for sde or lease or other form of
exchange, goods sought by the Authority that are subgtantialy
manufactured, produced or assembled in New Y ork State or services
sought by the Authority that are substantialy performed within New
York State as further described in Public Authorities Law 82879.

2. For the purpose of this section, a New Y ork State resdent means a
person who maintains afixed, permanent and principa homein New
Y ork State to which such person, whenever temporarily located,
adways intends to return as further described in Public Authorities Law
§2879.

3. For the purpose of this section, aforeign business enterprise shal mean
abusiness enterprise, including a sole proprietorship, partnership or
corporation, that offersfor sae, lease or other form of exchange, goods
sought by the Authority that are substantially produced outside New
York State, or services sought by the Authority that are substantialy
performed outside New Y ork State as further described in Public
Authorities Law 82879.

Pursuant to the Public Authorities Law 82879, the Authority shdl, where
feasble, make use of the stock item specification forms of New York State
manufacturers, producers and/or assemblers for any Procurement Contract for
the purchase of goods when preparing arequest for proposals, purchase order,
price inquiry, technicd specifications and the like. The Headquarters
Procurement Group will develop a system for collecting such data and
disseminating alist of such New Y ork State manufacturers for consultation by
Authority employees preparing a specification or bill of materids for goods.

Goods may be procured pursuant to Procurement Contracts let by any
department, agency, officer, politica subdivison or insrumentdity of the Sate
or federd government or any city or municipaity where the Procurement
Divison at the Headquarters offices, or the Procurement Departments at the
facilities, and the initiating unit determine that a reasonable potential exists for
cost savings or other benefit to the Authority and have approved the
specifications and proposed terms and conditions of such contract.

An RFP will include a scope of work that defines the goods required and/or the
services to be performed, the required completion of any "milestone”’ dates, the
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Authority's M/WBE Program requirements, if applicable, dl other applicable
Authority requirements and any specid methods or limitations that the Authority
wishes to govern thework. Telephone solicitation, usudly for those
procurements valued at $25,000 or less, may be used where time congtraints
do not permit issuance of an RFP, where issuance of an RFP is otherwise
impracticable or for goods that are catalog items or do not require a detailed bill
of materias or specification.

For dl Procurement Contracts with avaue equa to or greater than $15,000
(except for those contracts noted below) the Authority shal, prior to
solicitation of proposas, submit the following information to the Commissioner
of the New Y ork State Department of Economic Development to be included
inthe weekly New Y ork State Contract Reporter published by that department
(unless such publication would serve no useful purpose): (1) the Authority's
name and address, (2) the contract identification number; (3) abrief description
of the goods and/or services sought, the location where goods are to be
delivered and/or services provided and the contract term; (4) the address
where bids or proposals are to be submitted; (5) the date when bids or
proposdsaredue; (6) adescription of any digibility or qudification
requirements or preferences; (7) astatement asto whether the contract
requirements may be fulfilled by a subcontracting, joint venture, or
coproduction arrangement; (8) any other information deemed useful to potentia
contractors; (9) the name, address, and telephone number of the person to be
contacted for additiona information; and (10) a statement as to whether the
goods or services sought had, in the immediately preceding three-year period,
been supplied by aforeign business enterprise. Such information shdl be
submitted to the Commissioner of the New Y ork State Department of
Economic Development in accordance with the schedule set forth by the
Department of Economic Development, in order that the pertinent information
may be published in the New Y ork State Contract Reporter. A minimum of 15
business days shdl be alowed between the date of publication of such notice
and the due date of the bid or proposal.

This provison shall not gpply to Procurement Contracts awarded on an
emergency basis as described below in Section 3. L; Procurement Contracts
being rebid or resolicited for substantialy the same goods or services, within 45
business days after the date bids or proposas were origindly due; and/or
Procurement Contracts awarded to not-for- profit providers of human services.
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In addition, this provison shall not gpply to contracts for differences, energy,
capacity, ancillary services, transmission, distribution or related servicesin
support of the provison of service to Authority customers, financid hedge
contracts, including, but not limited to, swaps, cdls, puts or swap options and
credit rating services, and shal not include membershipsin various industry
groups, professional societies and sSimilar cooperative associations, nor any
cooperative projects and procurement activities, conducted or sponsored by
such organizaions, in which the Authority participates. Advertisng agreements
with radio, televison and print media shal aso be excluded.

Certain Procurement Contracts may require purchases: (1) on the spot market;
(2) that require acompletion time less than the time limits for noticing in the
Contract Reporter; or (3) that do not lend themselves to the solicitation for
proposal process. In accordance with paragraph 3(h) of 82879 of the Public
Authorities Law, the Authority declares its policy to be that such purchases,
including, but not limited to, oil or gas purchases on the spot market, are
exempted from the noticing requirements of Article 4-C of the Economic
Development Law subject to the approva of the Vice President — Procurement
and Red Edtate and the head of the initiating unit. Where appropriate, generic
ads may beincluded from time to time in the Contract Reporter notifying
potential bidders of such opportunities and soliciting qudification Satements
from such firmsfor consideration by the Authority.

Proposalsfor certain Services Contracts may aso be solicited by competitive
search, asfollows:

For contracts where the scope of work cannot be well defined or quantified, or
where sdlection requires eva uation of factors such as breadth and depth of
experience in aunique or highly specidized field and suitability as an Authority
representative, a"competitive search" shal be conducted to determine which
consultants are most qudified, for reasonable compensation terms, to perform
the work. Depending on market conditions, at least five potential sources
should be evaluated. If there are less than five sources, dl sources shdl be
evauated. The Procurement Divison shdl interface with the initiaing unit to
gather information from potentid sources, which should include a description of
the qudifications of the consultant or firm, résumés of key personnel, past
experience and proposed hilling rates.

A Procurement Contract may be awarded on a sole-source basis where:

1. The compatibility of equipment, accessories or spare or replacement
parts is the paramount consideration.
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2. Services are required to extend or complement a prior procurement and
it is impracticable or uneconomic to have a source other than the
origind source continue the work.

3. A sole supplier'sitem is needed for trid use or testing, or a proprietary
item is sought for which there is only one source.

4, Other circumstances or work requirements exist that cause only one
source to be available to supply the required goods or services.

5. Award to certified M/WBE firms for purchases not exceeding $5,000,
pursuant to section 3. D.

A Procurement Contract may be awarded without following the solicitation
requirements that would ordinarily apply (but using such competitive selection
procedures as are practicable under the circumstances) where emergency
conditions exigt, such as.

1 A threet to the hedth or safety of the public or Authority employees or
workers.

2. The proper functioning of the Authority's offices or construction or
operating projects require adherence to a schedule that does not permit
time for an ordinary procurement solicitation.

Whenever an initiating unit determines that a Procurement Contract should be
awarded on ether a sole-source or emergency basis, the head of the unit shall
provide to the Procurement Divison at Headquarters or Procurement
Departments at the Facilities, a written statement explaining the reasons
therefor.

4. EVALUATION OF PROPOSAL S

A.

Evauation of proposds shal be made by afar and equitable comparison of dl
aspects of the proposals againgt the specifics of the RFP and against each other,
induding an andytic study of each offer consdering: the quality of the goods
and/or the competence of the bidder, the technical merit of the proposals and
the price for which the goods and/or services are to be supplied.

In the event that the price submitted by the bidder recommended to be awarded
a contract exceeds the cost estimated on the contract requisition at the time of
bidding, the initiating department shdl prepare an explanation of any reasons
why theinitid cost estimate was incorrect or should be revised.
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Thiswill be reviewed by the Procuremert Divison a Headquarters and/or
Procurement staffs at the Facilities and appropriate management levelsfor
goprova as gipulated in the Expenditure Authorization Procedures.
Congderation will be given &t thet time for: (1) rejecting bids, resoliciting
proposals and/or possibly modifying the scope of work; (2) revising the cost
estimate and proceeding with the award of contract; or (3) negatiating with the
low bidder(s), as determined by the Vice Presdent — Procurement and Redl
Estate, to reduce the price quoted. Factors to be considered in reaching the
proper course of action will include, but not be limited to, the effects (both
schedule and cost) of adelay to the specific capita congtruction project or
outage at an operating facility, the magnitude of the contract, available bidders,
the ability to attract additional competition if proposas are resolicited and the
accuracy of the original cost estimate. The recommended course of action and
the reasons therefor will be fully documented in a memorandum for
congderation by the gppropriate level of management prior to gpproval.

Important items to be considered in eva uating the goods to be supplied and/or
competence of the bidder are: previous experience (including applicable
experience within New York State and evauations from other clientsto whom
the bidder has provided goods and/or services); the abilities and experience of
the personnd to be assigned to the Authority's work and the ability to provide
any needed advanced techniques such as smulaion and modeling. The
gpproach proposed in meeting the exact requirements of the scope of work will
be given congderation in evaluating the technica merit of proposals, together
with awel-organized task structure, the ability to timely supply the goods
and/or perform the proposed services and the ability to meet M/WBE godls, if
any. The need to purchase the goods from and the need to subcontract
performance of servicesto otherswill be evaluated asto effect on cost, aswell
as qudity, schedule and overdl performance.

For Services Contracts, the technical merits of the proposals and the experience
and capabilities of the bidders will be the primary factors in determining the
individua or firm to be awarded the contract, provided that the price for
performing such work is reasonable and competitive.

For Procurement Contracts other than Persona Services (as defined in Section
2. B of these Guiddines), award should usudly be made to the lowest-priced
firm submitting a proposd that meets the commercid and technicd requirements
of the bid documents.
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Award to "other than low bidder" can be made only with the gpprova of the
gppropriate management leve as stipulated in the Authority's Expenditure
Authorization Procedures (*EAPS’), and should be based on such a proposa
providing aclear advantage to the Authority over that of the lower-priced
proposd. Such factors judtifying an "other than low bidder" award may include,
but are not necessarily limited to, improved ddivery schedules that will reduce
outages, longer warranty periods, improved efficiency over life of equipment
use, reduced maintenance cogts, financid resources of the bidders or ability to
meet or exceed M/WBE godls.

S. RECOMMENDATION OF AWARD

A.

A recommendation for gpprova of a proposed award of a Procurement
Contract will usualy be prepared in the form of amemorandum by the unit
requiring the goods and/or services. The recommendation will include an
evauation of proposals as specified in Section 4, above, aswell as proposed
gpecific compensation terms that provide a clear breakdown of cost factors and
methods of caculation, including, as goplicable:

1. Lump sum and/or unit prices for equipment and congtruction work.
2. Hourly or daily rates for personnd.

3. Markups for payroll taxes, fringe benefits, overhead and fees, if the
proposa is based on reimbursement of actua payroll codts.

4, Termsfor rembursement of direct out-of- pocket expenses, such as
travel and living codts, telephone charges, services of others and
computer Services.

5. Provigons, if any, for bonug/pendty arrangements based on target
persor+hours and/or target schedule.

The recommendation shdl aso review any substantive exceptions to
commercid and technical requirements of a price inquiry, RFP or bidding
documents, including, but not limited to, payment terms, warranties and bond (if
any) requirements.

6. AWARD OF CONTRACT

A.

Services Contracts to be performed over aperiod in excess of 12 months shall
be approved and reviewed annualy by the Trustees. Services Contracts
covering less than a 12-month period shdl be approved by authorized
designeesin accordance with existing EAPs. Extending a contract for services
with aninitid duration of less than 12 months beyond 12 months shdl be
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approved by the Trustees at the request of the initiating department and shall be
reviewed by the Trustees annudly. The extenson for acumulative term
exceeding 12 months of a contract for services that has previoudy been
approved by the Trustees requires further Trustees approval. Extensions of 12
months or less of the term of a contract previoudy approved by the Trustees
shall be approved by an authorized designee in accordance with exigting EAPs.

A contract or contract task shall be deemed to be for servicesin excess of 12
months where it does not specify a definite term and the work will not be
completed within 12 months, and any "continuing services' contract with no
fixed term that provides for the periodic assgnment of specific tasks or
particular requests for services. This would include contracts for architect/
engineering sarvices with the origind engineers of operating facilities aswdl as
the origind supplier of seam supply systems or boilers and turbine generating
equipment, that have been approved by the Trustees. Each task authorized
under such contracts (which may be referred to as a"Change Order,"
"Purchase Order” or “Task Number”) shall be considered a separate
commitment and be separately approved in accordance with the EAPs.

Where time congraints or emergency conditions require immediate
commencement of servicesto be performed over a period in excess of one
year, and the total estimated contract value does not exceed $250,000, the
Business Unit Head, with the prior concurrence of the Vice President -
Procurement and Red Edtate, may authorize the commencement and/or
performance of such services, subject to Trustees ratification of such as soon as
practicable.

Where time congraints or emergency conditions require the extension beyond a
year of an exigting contract with an initid duration of lessthan ayear, and the
incremental vaue of the short-term extension does not exceed $100,000, the
Business Unit Heed, with the prior concurrence of the Vice Presdent -
Procurement and Real Estate, may authorize the extension of such contracts,
subject to Trustees ratification of such action as soon as practicable.

In cases where the total estimated contract value or the value of the extenson
exceeds the aforementioned amounts, the President’s interim approva will be
required subject to Trustees ratification of such as soon as practicable.

The Procurement Division at the Headquarters offices, or the Procurement
Departments at the project sites, will prepare the contract for execution by the
Authority and the successful bidder to be awvarded the purchase order/contract.

No work shal commence by the selected contractor until the contract is
executed by both parties, except that mutualy signed letters of award or intent
may initiate work prior to formal execution. Authority Sgnatories of such letters
must be authorized to approve contract awards pursuant to existing EAPs.
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Pursuant to Public Authorities Law 82879, the Authority shdl notify the
Commissioner of Economic Development of the award of any Procurement
Contract for the purchase of goods or services from aforeign business
enterprise (as defined in Section 3. E. 3 of these Guiddines) in an amount equd
to or greater than $1,000,000 smultaneous with notifying the successful bidder
therefor. The Authority shal not enter into the Procurement Contract for said
goods until at least 15 days have eapsed, except for a Procurement Contract
awarded on an emergency or critical basis. The natification to the
Commissioner shdl include the name, address, telephone and facsaimile number
of the foreign business enterprise, the amount of the proposed Procurement
Contract and the name of the individua at the foreign business enterprise or
acting on behdf of samewho is principaly responsble for the proposed
Procurement Contract.

CONTRACT PROVISIONS

A.

Standard forms of contracts currently in use are available from the Procurement
Divison. They generdly include: purchase order format for sandard
procurements of goods or services, furnish and deliver format for mgjor
equipment purchases, letter agreements and agreement formats for consulting
work; and contract work orders (for construction work of small magnitude),
construction contracts (for mgor construction work) and furnish, deliver, and
install contracts (for specidized mgor procurements where single responsibility
isrequired for procurement and ingtalation). These contract forms are intended
to govern the purchase of goods and/or performance of the services. Authority
units proposing to initiate a Procurement Contract should review these formsto
suggest any modifications and additions that may be required for the particular
goods and/or services. Under no circumstances should contract forms be
shown to proposed bidders without prior gpprova of the Procurement Division,
which, aong with Procurement Departments at operating facilities, is solely
responsible for requesting proposals.

Thefollowing types of provisons setting forth the repongbilities of contractors
are to be contained in the standard forms of Procurement Contracts except that
any of the provisons listed below that are inapplicable or unnecessary because
of the nature or duration of the work to be performed, the location or locations
where they are to be performed or the type of compensation being paid therefor
need not be included. Other provisions may be added as the particular needs
of the Authority may require.

Schedule of Services or Specifications
Time of Completion

Compensation or Itemized Proposals
Rdationship of Parties

Ddays

gk wdNpE

10
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6. Termination

7. Changes in the Work

8. Clams and Disputes

0. Warranty

10. Insurance

11. Records, Accounts, Ingpection and Audit

12. Assgnment

13. Notices

14. Indemnification

15.  Governing Law

16. Proprietary Nature of Work

17.  Tedimony

18. Entire Agreement

19. Minority and Women-Owned Business Enterprise Program
Requirements

20.  Omnibus Procurement Act of 1992 Requirements

Contract Attachments

1 Compensation Schedule

2. Schedule of Services or Specifications

3. Appendix "A" (Miscellaneous Statutory Provisons)

4, Appendix "B" (Prompt Payment Provisons)

5. Appendix "C" (Minority and Women-Owned Business Enterprises
Provigons)

6. Appendix “D” (Background Security Screening for Authority
Contractors)

7. Appendix "E" (Omnibus Procurement Act of 1992 Requirements)

8. Appendix "G" (EEO Requirements)

0. Appendix “J’ (Bidder/Contractor Compliance with Authority Policy

Providing for Certain Procurement Disclosures)

1
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8. CHANGE ORDERS

A.

Change Orders to existing contracts are justified in the following cases.

1 To incorporate additiona work related to the origina scope, to delete
work or otherwise modify origina work scope

2. To exercise options previoudy included in the origina contract to
perform additional work or to extend the contract term

3. Emergency conditions, defined in Section 3. L, that require the
immediate performance of work by afirm aready under contract;

4, Rebidding would not be practicd or in the best interests of the
Authority's cusomers;, and

5. To meet the Authority's M/WBE goals in accordance with Executive
Law Article 15-A.

All Change Orders must be approved in accordance with the Authority's EAPS,
and should include specific schedules for completion of work at the earliest
possibletime.

0. EMPLOYMENT OF FORMER OFFICERSAND EMPLOYEES

A.

Former Authority officers and employees are digible to be consdered for
employment as contractors and/or consultants, provided that: they meet dl
criteriafor contractors and/or consultants generdly as specified in these
Guiddines, their employment is not barred by N.Y. Public Officers Law § 73
(8); if requested, they obtain an opinion by the State Ethics Commission that
such employment is permissible; and upon the gpprova of the President.

Pursuant to the provisons of N.Y. Public Officers Law 873 (8):

1 No Authority officer or employee is digible, within aperiod of two
years after the termination of Authority service to appear or practice
before the Authority or receive compensation for any services rendered
on behdf of any person, firm, corporation or association, in relation to
any case, proceeding or application or other matter before the
Authority.

2. No Authority officer or employeeisdigible, a any time after the
termination of Authority service, to appear, practice, communicate or
otherwise render services before the Authority or any other Sate
agency or receive compensation for any such services rendered on
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behaf of any person, firm, corporation or other entity in relation to any
case, proceeding, application or transaction that such person was
directly concerned with and persondly participated in during his or her
period of service, or which was under his or her active consideration.

MINORITY AND WOMEN-OWNED BUSINESS ENTERPRISE (M/WBE)
REQUIREMENTS

It is the objective of the Authority to continue to foster the development of business
opportunities on Authority contracts for M/WBE firms. Article 15-A of the Executive Law
established a statewide office of M/WBE development that is respongible for developing rules
and regulations for implementation of this statute, certifying M/WBE firms and reviewing and
monitoring god plans, compliance reports, and contract provisonsto beincluded in dl
noncongtruction contracts for more than $25,000 and construction contracts for more than
$100,000. The definition of an M/WBE firmisincluded in Section 3. C. of these Guidelines. It
isthe Authority's objective to solicit proposas from certified M/WBE firms that are qudified to
perform the required work. In addition, specific goals may be included in certain contracts for
consulting work, construction and procurement of goods and other services requiring the
contractor/vendor to subcontract a portion of the work to certified M/WBE firms, as required
by law. Bidders proposals shal include Prdiminary Subcontracting Plans for M/WBE firms,
where required, as part of their proposa, and failure of such bidders to meet these requirements
may be grounds for rgjection of the proposa, or cancellation of the contract if a contractor did
not make agood faith effort to meet its goals after contract award.

REPORTING REQUIREMENTS

A. At the Headquarters offices, the Procurement Division shdl maintain records of
such Procurement Contracts, including bidder's names, the sdlection processes
used and the status of existing contracts, including goods provided and/or
services performed and fees earned, billed and paid. At the project Sites, such
records shall be kept by the Procurement Departments. After the end of each
cdendar year, the Vice President - Procurement and Redl Estate shdl prepare
and submit an annua report to the Trustees for their gpprova that shdl indude:

1. Copy of the Guiddlines,

2. Explanation of the Guiddines and any amendments thereto since the last
annua report;

3. Lisgt of dl Procurement Contracts entered into snce the last annud
report, including al contracts entered into with New York State
business enterprises and the subject matter and val ue thereof and all
contracts entered into with foreign business enterprises and the subject
matter and value thereof;

4, List of fees, commissons or other charges paid;

5. Description of work performed, the date of the contract and its
duration, the total amount of the contract, the amount spent on the
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contract during the reporting period and for the term of the contract to
date and the status of exigting Procurement Contracts;

6. Method of awarding the contract (e.g., competitive bidding, sole source
or compstitive search); and

7. Reasons why any procurements over $15,000 were not noticed in the
Contract Reporter.

Such annual report, as approved by the Trustees, shal be submitted to the
Divison of Budget within 120 days after the end of such cdendar year and
copies shal be distributed to the Department of Audit and Control, the
Department of Economic Development, the Senate Finance Committee and the
Assembly Ways and Means Committee. Copies shdl be made available to the
public upon reasonable written request therefor.

12.  THIRD PARTY RIGHTS: VALIDITY OF CONTRACTS

A.

These Guiddines are intended for the guidance of officers and employees of the
Authority only, and nothing contained herein is intended or shdl be construed to
confer upon any person, firm or corporation any right, remedy, clam or benefit
under, or by reason of, any requirement or provision hereof.

Nothing contained in these Guidelines shal be deemed to alter, affect the
vdidity of, modify the terms of or impair any contract or agreement made or
entered into in violation of, or without compliance with, the provisons of these
Guiddines.
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APPENDIX J

BIDDER/CONTRACTOR COMPLIANCE WITH
NEW YORK POWER AUTHORITY POLICY
PROVIDING FOR CERTAIN PROCUREMENT

DISCLOSURES

Disclosur e of Persons or Or ganizations

The New York Power Authority has adopted a policy (the “Palicy”) which is
consistent with New York State policy providing for increased disclosurein
the public procurement process through identification of persons or

or ganizations whose function is to influence procurement contracts, public
wor ks agreements and real property transactions.

The Authority has determined that this bid document, and any resulting
contract, shall be subject to thisPolicy.

The Policy requires the Authority to obtain identifying information on every
person or organization retained, employed or designated by or on behalf of
the bidder to attempt to influence the procurement process. The Authority is
also obligated to collect infor mation on whether such person or organization
has afinancial interest in the procurement.

Thereafter, the Policy also requires the Authority to obtain such identifying
information on every person or organization subsequently retained,
employed or designated by or on behalf of the contractor to attempt to
influence the procurement process. A covered agency or authority shall
ensurethat a contractor informs such agency or authority of personsor

or ganizations subsequently retained, employed or designated by or on behalf
of the contractor beforethe agency or authority is contacted.

In order to comply with these requirements, the bidder/contractor shall
provide the Authority, aspart of its proposal, with the names, addr esses and
other pertinent information as shown on the attached Form “J-1", of all
employees, outside firms, or other entitiesretained, employed, or designated
by or on behalf of the contractor to attempt to influence the procurement
processincluding, but not limited to, negotiation of any contract arising from
the bid solicitation.

Rev. 11/20/03
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[l. Bidder/Contractor Disclosure of Prior Non-Responsibility Deter minations

The Policy requires the Authority to make a determination of responsibility
of the proposed awar dee for a procurement contract. It also mandates
consideration of whether a contractor hasintentionally provided false or
incomplete information under such Policy within thelast five years, and
whether a contractor hasfailed to timely disclose accurate and complete
information or otherwise cooperate in the implementation of the Policy.

In order to assess thisinformation, Bidder/Contractor shall complete the
attached form “J-2".

[1. Bidder/Contractor Certification of Compliance with the Policy

The Policy requiresthat every procurement contract subject to its provisions
contain a certification that all information provided to the Authority, as
required by this Appendix J, is complete, true and accur ate.

Bidder/Contractor shall complete the attached Form “J-3".

Rev. 11/20/03
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Form J-1

Form J-1 BIDDER/CONTRACTOR DISCLOSURE OF CONTACTS FORM

Procurement I|D Number (RFP or Q No.):

Bidder/Contractor Name:

Address;

Per son submitting thisform:
Name:
Title:
Phone:

(A) Bidder/Contractor Personnel (Include company officers, sales or marketing personnel, engineers, lawyers, insurance specialistsand other
personnel)

FINANCIAL INTEREST
in the PROCUREMENT?
NAME LOCATION TITLE TELEPHONE NO. YES (checkone) NO

Rev. 11/20/03
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Form J-1

BIDDER/CONTRACTOR DISCLOSURE OF CONTACTS FORM

Procurement D Number (RFP or Q No.):

Bidder/Contractor Name:

(B) Outside Person or Organization

FINANCIAL INTEREST
in the PROCUREMENT?
NAME & COMPANY ADDRESS TITLE (If applicable) TELEPHONE NO. YES (check one) NO

Rev. 11/20/03
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Form J-2

Contractor Disclosure of Prior Non-Responsibility Deter minations

Name of Contractor:

Address;

Name and Title of Person Submitting this Form:

Has any covered agency or authority made a finding of non-responsibility regarding
the Contractor in the last five years? (Pleasecircle):

No Yes
If yes, wasthe basisfor the finding of the Contractor’s non-responsibility due to the
intentional provision of false or incomplete information required by New York
Power Authority policy or that of another state agency regarding certain
procurement disclosures? (Please circle):

No Yes

Covered Agency or Authority:

Year of Finding of Non-Responsibility:

Basis of Finding of Non-Responsibility:

Rev. 11/20/03
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Form J-3

Contractor Certification of Compliance

Contractor certifiesthat all information provided to the Authority with respect to
the Authority’s Policy, consistent with New York State policy, providing for Certain

Disclosuresis complete, true and accur ate.

Bid/Contract Number

Contractor Certification:
| certify that all information provided to the Authority with respect to the

Authority’s Policy providing for certain disclosuresis complete, true and accur ate.

By (signature):

Date:

Name (printed/typed):

Title

Contractor:

Address;

Rev. 11/20/03
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6. Election of Authority Non-Statutory Officers

The President and Chief Executive Officer submitted the following report:
SUMMARY
“The Trustees are requested to consider the election of certain non-statutory officers of the Authority.

BACKGROUND AND DISCUSSION

“Article 1V, Section 2 of the Authority’ s By-Laws provides for the election of certain non-statutory officers
by the Trustees. Section 3 of the same Article provides that such non-statutory officers shall hold office for aterm
expiring at the next annual Trustees’ meeting or until their successors are el ected.

RECOMMENDATI ON

“The following non-statutory officers provided for in Article IV of the By-Laws, adopted December 18,
1984, and last amended on April 30, 2002, be elected by the Trustees to hold office for terms expiring at the next
annual Meeting of the Trusteesin April 2005, or until their successors are elected:

Eugene W. Zeltmann President and Chief Executive Officer
David E. Blabey Executive Vice President, Secretary
and General Counsel
Robert A. Hiney Executive Vice President — Power Generation
Vincent C. Vesce Executive Vice President — Corporate

Services and Administration
Mr. Clemente presented an overview of staff’s recommendationsto the Trustees asto the el ection of four non-
statutory officersfor the Authority. Following the election of such officers, Trustee Carey and Vice Chairman

McCullough thanked President Zeltmann, Mr. Blabey, Mr. Hiney and Mr. Vescefor a job well done.

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

RESOLVED, That the following non-statutory officers of the Power Authority of the State of New
York be, and each hereby is, elected pursuant to Section 2 of Article 1V of the By-L aws, as adopted on
December 18, 1984, and last amended on April 30, 2002, to hold office for terms expiring at the next annual
Trustees meeting or until their successors are elected:

EugeneW. Zeltmann President and Chief Executive Officer

David E. Blabey Executive Vice President, Secretary and
General Counsel

Robert A. Hiney Executive Vice President — Power Generation

Vincent C. Vesce Executive Vice President — Corpor ate

Servicesand Administration
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7. Municipal and Rural Cooperative Economic Development Program —
Allocation to the Delawar e County Electric Cooperative

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

“The Trustees are requested to approve an allocation of power under the Municipal and Rural Cooperative
Economic Development Program (‘Program) to the Delaware County Electric Cooperative (‘Cooperative’).

BACKGROUND

“The 1991 amendment to the power sales agreement between the Authority and the Municipal and Rural
Cooperative Systems reserved 108,000 kW of power for economic development in the systems. Asof April 22,
2003, 32,550 kW has been allocated.

“Power from this block can be allocated to individual systemsto meet the increased electric load resulting
from eligible new or expanding businessesin their service area. Under the guidelines established for the Program,
an allocation to a system should meet a target number of new jobs per megawatt (‘MW*). The guidelines provide
that for businesses new to a system, the jobs-per-MW ratio is considered on a case-by-case basis. For projects
involving existing businesses, the number of jobs per MW isthe number of new jobs compared to the level of
employment prior to the expansion. Specifically, for companies employing 100 or less, the target ratio is 25 jobs per
MW:; for companies employing 101 to 250, the ratio is 50 jobs per MW; for companies employing 251 to 500, the
ratio is 75 jobs per MW; and for companies employing more than 500, the ratio is 100 jobs per MW.

“The Cooperative has submitted an application for Program power for the Trustees' consideration.
DISCUSSION

“An application has been submitted by the Cooperative on behalf of Sportsfield Specialties, Inc.
(‘Sportsfield’). Sportsfield, a privately-held corporation formed in 1998 as a marketing company, is a subsidiary of
Clark Companies (‘ Clark’). The company markets sports construction-related products such as long-jump pits, foul
poles, vault boxes, press boxes, lane gates, football goal posts, soccer goals and various other track and field
equipment. Until now, all marketed products were manufactured by other companies, but Sportsfield is now
venturing into the manufacture of those products. Its objectives are to increase market penetration, enter new
markets and introduce new products.

“Sportsfield will be moving into a new 16,400-sgquare-foot building attached to an existing 6,000-square-
foot storage building on State Highway 10 in Delhi. Thetotal investment in this project is approximately $1.5
million, $750,000 for the building and $750,000 for manufacturing and fabrication equipment. The new facility will
create 25 new jobsin the first year, adding revenue to the state and local economy. The estimated electrical load for
the new facility is400 kW. It isrecommended that the Trustees approve an allocation of 400 kW to the
Cooperative, on behalf of Sportsfield.

“The Municipal Electric Utilities Association Executive Committee supports the recommended allocation
to the Cooperative.

“The recommended all ocation under the Program comprises half hydro power and half incremental power.
In accordance with the Authority’ s marketing arrangement with the municipal and cooperative customers, the hydro
power will be added to the recipient system’s contract demand at the time a project becomes operational. The hydro
power earmarked for this Program is presently sold to the municipal and cooperative customers on awithdrawable
basis. Sincethe Cooperative is a full-requirements customer, the incremental power will also be purchased from the
Authority.
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RECOMMENDATION

“The Senior Vice President — Marketing, Economic Development and Supply Planning recommends that
the Trustees approve the allocations of power under the Municipal and Rural Cooperative Economic Development
Program to the Delaware County Cooperative, Inc. in accordance with the above memorandum of the President and
Chief Executive Officer.

“The Executive Vice President, Secretary and General Counsel and | concur in the recommendation.”

Mr. Banner presented an overview of staff’srecommendationsto the Trustees. In responseto a question
from Chairman Ciminelli, Mr. Banner said that half of the 400 kW being allocated is part of the 752 MW of hydro
power assigned to the State’ s51 electricity cooperativesand municipal utilitiesand that the other half isnon-hydro
incremental power. Vice Chairman McCullough said thatit was gratifying to seethe allocation tied into capital
improvements.

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

RESOLVED, That the allocation of power to the Delaware County Electric Cooperative, Inc. under
the Municipal and Rural Cooper ative Economic Development Program is hereby approved as set forth in the
foregoing report of the President and Chief Executive Officer; and beit further

RESOLVED, That the Senior Vice President — Marketing, Economic Development and Supply
Planning or her designee be, and hereby is, authorized to execute any and all documents necessary or
desirable, subject to the approval of the form ther eof by the Executive Vice President, Secretary and General
Counsel; and beit 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, Secretary and General Counsel.
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8. Oneida-Madison Electric Cooperative, Inc. — Increase in Retail Rates
Notice of Adoption

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

“The Board of the Oneida-M adison Electric Cooperative (‘ Cooperative Board’) has requested the Trustees
to approve revisionsin the Oneida-Madison Electric Cooperative's (‘ Cooperative’) retail ratesfor each customer
service classification. These revisionswill result in additional total annual revenues for the Cooperative of about
$224,000, or 13.9%.

BACKGROUND

“The Cooperative Board has requested the proposed rate increase primarily to provide revenuesto allow for
sufficient working funds to meet significant forecasted increasesin operation and maintenance expenses, meet debt
service for current and planned debt, allow for sufficient working capital funds, build cash reservesto maintain
Federal Government Regulatory financial ratio level requirements and for Coop Members' Patronage Capital
distribution. Thelast time the Cooperative’s electric system revenues were increased wasin 1988.

“The Cooperative Board has planned additions to plant-in-service amounting to $1,070,000, to upgrade and
expand its electric system. The capital program includes $860,000 for upgrades to itsextensive distribution system
and to accommodate future growth. The remaining $210,000 is planned for the purchase of three trucks, one Bucket
truck and two Pick-up trucks. The Cooperative Board plans to debt-finance all new expenditures by issuing a 30-
year, $1,070,000 Serial Bond.

“Under the Cooperative' s new rate structure, anew class for seasonal customers (‘ Seasonal’) has been
created. These customers currently pay 11.3 cents per KWh and will pay 12.9 cents per kWh under the new class
and after the rateincrease. The residential class rate increases from 8.5 cents per kWhto 9.7 cents per kWh, and the
commercial classfrom 10.4 cents per kWhto 12.0 cents per kWh after the rate increase.

“The proposed rate revisions are based on a cost-of-service study prepared by the Cooperative and
reviewed by Authority staff. Pursuant to the approved procedures, the Senior Vice President — Marketing,
Economic Development and Supply Planning requested the Secretary to fileanotice for publication in the New
Y ork State Register of the Cooperative's proposed revisionsin retail rates. Such notice was published on March 10,
2004. A public hearing was held by the Electric Cooperative on February 10, 2004.

DISCUSSION

“No comments from the rate payers were received at the public hearing held by the Oneida-M adison
Electric Cooperative on February 10, 2004. In addition, no comments concerning the proposed action have been
received by the Authority’s Secretary. Therefore, the Cooperative Board is requesting that the proposed rates be
approved.

“An expense and revenue summary, comparisons of present and proposed total annual revenues and their
corresponding rates by service classification are attached as Exhibits ‘8-A," ‘8B’ and‘ 8-C,’ respectively.

RECOMMENDATION

“The Director — Electric Systems Marketing and Customer Billing recommends that the attached schedule
of rates for the Oneida-Madison Electric Cooperative be approved as requested by the Cooperative Board, to take
effect beginning with the first full billing period following the date this resolution is adopted.
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“It is also recommended that the Trustees authorize the Secretary to file notice of adoption with the
Secretary of State for publication inthe New Y ork State Register and to file such other notice as may be required by
statute or regulation.

“The Executive Vice President, Secretary and General Counsel, the Senior Vice President — Marketing,
Economic Development and Supply Planning and | concur in the recommendation.”

Mr. Banner presented an overview of staff’srecommendationsto the Trustees. In responseto a question
from Trustee Seymour, Mr. Banner said that therelatively high cost per kilowatt-hour (average of 9.9 cents) for the co-
op wasdueto thefact that the co-op hasmorethan 200 milesof distribution lineto serveitsrural customers, while
municipal utilities generally have only 20-25 miles of distribution line.

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

RESOLVED, That the proposed ratesfor electric service for the Oneida-Madison Electric
Cooperative, New York, asrequested by such Cooperative Board, be approved, to take effect with the first
full billing period fdlowing this date, as recommended in theforegoing report of the President and Chief
Executive Officer; and be it further

RESOLVED, That the Secretary of the Authority be, and hereby is, authorized to file a notice of
final adoption with the Secretary of State for publication in the New York State Register and to file any other
notice required by statute or regulation; and beit 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, Secretary and General Counsel.
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Oneida-Madison Electric Cooperative, Inc.
Expense and Revenue Summary

Purchase Power Expense
(NY PA hydro and incremental)

Distribution Expense (Coop-owned facilities)

Depreciation Expense
(on all capital facilities and equipment)

General, Administrative & Others

(Sdlary, Insurance, Management services and
Administrative expenses)

Rate of Return— (average 6.8%, proposed 7.7%)
(Includes debt service on current and planned debt,
Federal Government Regulatory financial ratio

level requirement, Coop Members Patronage

Capital distribution and cash reserves for contingencies)

Total Cost of Service

Revenue at Present Rates

Deficiency at Current Rates
Revenue at Proposed Rates

Increase % at Proposed Rates

!Based on five years of historical and projected data.

Five-Year
Average

$410,593

295,009

148,755

329,099

Exhibit “8-A”
April 27, 2004

Proposed!

$ 524,594

306,950

196,091

331,867

482,213

$1.841,715

1617676
224,039
$1,841,715

13.9%
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Oneida-Madison Electric Cooperative
Comparison of Present and Proposed Annual Total Revenues

SERVICE PRESENT PROPOSED %
CLASSIFICATION REVENUE REVENUE INCREASE

Residential SC1 $1.476,849 $1,679.,889 13.8
Seasonal SC2 $71,810 $82,401 14.8
Commercial SC3 $42,305 $49,026 15.9

Security Lighting SC4 $26,712 $30,398 13.8
Total $1.617,676 $1.841,715 139



Present’
Rates

$6.80

$.07848

$6.80

$ .07716

$6.00

$ .08448

$7.00

Oneida-Madison Electric Cooperative

Exhibit “8-C”
April 27, 2004

Comparison of Present and Proposed Net M onthly Rates

Residential SC1

Customer Charge

Energy Charge, per kWh

Seasonal SC2

Customer Charge

Energy Charge, per kWh

Commercial SC3

Demand Charge, per kW

Energy Charge, per kWh

Security Lighting SC4

(Charge per lamp, per month)

175 Mercury Vapor

Proposed®
Rates

$10.00

$ .08700

$10.00

$ .07700

$9.00

$ .09128

$7.97

*Average annual purchase power adjustment (PPA) reflected in present and proposed rates.
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9. Authorization of Commodity Broker Agreementsfor Hedging Purposes,
Additional NYMEX Transaction Authorizations and Creation of Marginal
Reserve Fund

The President and Chief Executive Officer submitted the following report:

SUMMARY

“The Trustees are requested to authorize: (a) the selection of commodity brokers and the execution of
commodity broker agreements by the Vice President — Energy Resource Management to allow the effectuation of
gas and ail price hedging strategies; (b) providing collateral pursuant to such commodity broker agreements; (c) the
President and Chief Executive Officer, the Executive Vice President — Power Generation and the Vice President —
Energy Resource Management to approve hedging transactions of up to 36 months in duration on the New Y ork
Mercantile Exchange (‘ NYMEX"), with the aggregate value of such outstanding NYMEX transactions not to exceed
$90 million at any onetime; (d) the Vice President — Energy Resource Management to take such actionsrelating to
such NYMEX hedging transactions as he deems necessary or advisable; and (€) the creation in the Authority’s
Operating Fund of aNYMEX Margin Reserve Fund.

DISCUSSION

“The Authority’ s customer electric rates are specified by contract, but the Authority’ s fuel costs are
variable and often volatile. To implement effective gas or oil price hedging strategies, staff intends, subject to
Trustee approval of this approach, to execute transactionson NYMEX. The use of NYMEX futures and options
contracts would reduce or eliminate revenue uncertainty related to fuel price volatility. Examples of the use of such
atransaction for hedging purposes are the purchase of natural gas futures contractsand the purchase or sale of
options on natural gasfutures contractsto lock in a‘spark spread.” A ‘spark spread’ is a measure of the difference
between fuel costs and electric market clearing prices. Other transactions could involve the purchase of futures
contracts relating to fuel oil or the purchase or sale of optionsrelating to fuel oil contracts. Appendix 9-1 provides
more detail concerning the mechanics and advantages of the use of futures and options contracts.

“Transactions on the NY MEX have the advantage of eliminating counterparty credit risk for the Authority
sincethe NYMEX stands behind all transactions conducted on the exchange.

“Transactions on the NYMEX are executed through commaodity brokers licensed to conduct such
transactions. The Trustees are requested to authorize the selection of one or more of such brokers by the Vice
President — Energy Resource Management and the execution of commodity broker agreementswith such brokers
selected by the Vice President — Energy Resource Management, including any collateral requirementsof such
agreements.

“In order to participate in such transactions, the Authority would be required to post collateral, called
‘margin, pursuant to these commodity broker agreements. These margin deposits are in amounts determined in
accordance with NYMEX rules, and the deposited moniesor securities are kept in segregated depositories.

“To accommodate possible calls for increased margin to be provided by the Authority under the commodity
broker agreements due to price volatility (discussed in more detail in Appendix 9-1), staff requests that up to an
aggregate of $25 million in collateral be authorized, with additional collateral aggregating up to $10 million in such
amounts authorized upon the approval of the President and Chief Executive Officer or, in his absence, the Executive
Vice President — Power Generation, and either the Vice President — Energy Resource Management or the Vice
President — Chief Risk Officer.

“The Trustees are also requested to allow withdrawal of monies or securities from the Operating Fund to
meet these margin requirements even in instances where the Operating Reserve Fund is below $150 million.

“To effectuate these NYMEX transactions, it may become necessary for the Authority to enter into
NYMEX contracts of up to 36 monthsin duration, provided that the aggregate value of such outstanding NY MEX
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transactions are not to exceed $90 million at any one time. Consequently, in addition to the authority granted by the
Trustees to employees and officers under their October 2002 resolution relating to hedge contracts, the Trustees are
requested to grant authority to the President and Chief Executive Officer, the Executive Vice President — Power
Generation and the Vice President — Energy Resource Management to enter into NYMEX contracts of up to 36
months, subject to the $90 million restriction discussed above.

“In addition, it may be necessary or advisable to terminate theseNYMEX contracts prior to their normal
expiration, which, in the case of afutures contract, would entail either a payment to the Authority (if market prices
have risen) or a payment by the Authority (if market prices have fallen). Consequently, the Trustees are requested to
authorize the Vice President — Energy Resource Management or, in his absence, his designee, to take such actions
relating to NYMEX contracts as he deems necessary or advisable, including, but not limited to, termination of such
contracts and a determination in the case of afutures contract, of whether to financially settle or take physical
delivery under the contract.

“The Trustees are also requested to authorize the creation of aNYMEX margin reserve fund (the ‘NYMEX
Margin Reserve Fund’) in the Operating Fund, from which monies or securities may be drawn to pay margin
requirements, as described above. The NYMEX Margin Reserve Fund will be funded from moniesor securities in
the Operating Fund in such amounts as deemed advisable by the Treasurer, up to a maximum at any one time of $35
million, and any margin requirements will be satisfied first by monies or securities drawn from such Fund and then
from other monies or securities in the Operating Fund, if necessary. The Treasurer would have the discretion as he
deems advisable to transfer moniesor securities from the NYMEX Margin Reserve Fund to the Operating Reserve
Fund in the Operating Fund.

FISCAL INFORMATION

“ Staff estimates that the aggregate cost of such broker services would not exceed $40,000 annually.

“Any payments to be made under NYMEX contracts will be treated as fuel paymentsto be paid from the
Operating Fund.

RECOMMENDATION

“The Vice President — Energy Resource Management recommends that the Trustees:
(2) authorize the selection by the Vice President — Energy Resource Management of one or more commaodity brokers
and the execution by the Vice President — Energy Resource Management of broker agreements with such brokers
that have such terms and conditions as he deems necessary or advisable, subject to the approval of the Vice
President — Chief Risk Officer and further subject to the approval of the form of such agreement by the Executive
Vice President, Secretary and General Counsel or his designee; (2) authorize providing collateral pursuant to such
contracts within the above-described limitations; (3) authorize the Vice President — Energy Resource Management
to take such actionsrelating to such NYMEX hedging transactions as he deems necessary or advisable; (4) grant the
additional authorizations to the President and Chief Executive Officer, the Executive Vice President — Power
Generation, and the Vice President —Energy Resource Management specified above relating to New Y ork
Mercantile Exchange contracts; and (5) authorize the creation of the NYMEX Margin Reserve Fund, as described
above.

“The Executive Vice President — Power Generation, the Executive Vice President, Secretary and General
Counsel, the Vice President — Chief Risk Officer, the Vice President — Controller and Acting Chief Financial Officer
and | concur in the recommendation.”

Mr. Deasy presented an overview of staff’srecommendationsto the Trustees. I1n responseto a question from

Trustee Carey, President Zeltmann said that the Trusteeswould be providedwith a monthly update on this matter as

part of thefinancial report.

19



April 27, 2004

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

RESOLVED, That the Vice President — Ener gy Resour ce Management is hereby aut horized to select
one or more commodity brokersto effectuate transactions on the New York Mercantile Exchange
(*NYMEX"); and beit further

RESOLVED, That the Vice President — Ener gy Resour ce M anagement is hereby authorized to
execute commodity broker agreements with brokers selected by such officer pursuant to the foregoing
resolution, having such terms and conditions as such officer may deem necessary or advisable, subject to the
approval of the Vice President — Chief Risk Officer and further subject to the approval of the form thereof by
the Executive Vice President, Secretary and General Counsel or hisdesignee; and be it further

RESOLVED, That it is hereby authorized that Authority monies or securities may be used as
collateral for such commodity broker agreements, if the terms of such agreementsrequire such collateral,
and monies or securities may betransferred from the Operating Fund for such purpose, notwithstanding the
fact that at the time of withdrawal the Operating Reserve Fund is below $150 million, provided that:

(1) if a proposed transfer of moniesor securitiesfor margin purposeswould result in the
aggregate amount of such collateral outstanding after such proposed transfer exceeding $25
million, such transfer shall not occur unlessthetransfer isapproved by the President and
Chief Executive Officer or, in his absence, the Executive Vice President — Power Generation,
and either the Vice President — Energy Resour ce Management or the Vice President — Chief
Risk Officer, and provided further that the aggregate amount of all collateral for margin
pur poses outstanding at any one time shall not exceed $35 million, and

2 that prior to any withdrawal for such collateral purpose the Treasurer or the Vice President
— Finance shall certify that such amount to be withdrawn is not then needed for any of the
purposes specified in Section 503(1)(a)-(c) of the Authority’s General Resolution Authorizing
Revenue Obligations; and beit further

RESOLVED, that the creation of a NYMEX margin reserve fund (the“NYMEX Margin Reserve
Fund”) in the Operating Fund, from which monies or securities may be drawn to pay margin requirements,
asdescribed in the foregoing report of the President and Chief Executive Officer, is hereby authorized; that
the NYMEX Margin Reserve Fund shall be funded from monies or securitiesin the Operating Fund in such
amounts as deemed advisable by the Treasurer, up to a maximum amount in such Fund at any one time of
$35 million; that any margin requirements will be satisfied first by moniesor securitiesdrawn from such
Fund and then from other monies or securitiesin the Operating Fund, if necessary; and that the Treasurer
shall have the discretion as he deems advisable to transfer monies or securitiesfrom the NYMEX Margin
Reserve Fundto the Operating Reserve Fund in the Operating Fund; and beit further.

RESOLVED, That the President and Chief Executive Officer, the Executive Vice President — Power
Generation and the Vice President — Ener gy Resour ce Management are, and each hereby is, in addition to
authority granted to them and other employees and officers by the Trusteesin their October 2002 resolution,
authorized to approve the entry into contracts on the New York Mercantile Exchange relating to the hedging
of natural gas and fuel oil prices, of up to 36 monthsin duration, having such terms and conditions asthe
approving officer deems necessary or advisable, subject to the approval of the form of such contracts by the
Executive Vice President, Secretary and General Counsel or his designee, provided that the aggregate value
of such outstanding NYMEX transactions are not to exceed $90 million at any one time; and beit further

RESOLVED, That the Vice President — Ener gy Resour ce Management or in his absence, his
designee, isauthorized to take such actions relating to New York Mercantile Exchange contracts as he deems
necessary or advisable, including, but not limited to: (1) approval of the termination of NYMEX contracts
prior to their expiration; and (2) the determination of whether to financially settle futurescontracts or take
physical delivery of such contracts; and beit further
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RESOLVED, That the Chairman, the President and Chief Executive Officer, and all other Authority
officersare, and each of them hereby is, authorized on behalf of the Authority to do any and all things and
take any and all actions and execute and deliver any and all agreements, certificates and other documentsto
effectuate the foregoing resolutions, subject to the approval of the form thereof by the Executive Vice
President, Secretary and General Counsel.
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Futures Contracts, Options, Margin Requirements

Futures Contracts

A futures contract is a standardized NY MEX-traded contract purchased by the Authority through
a broker. The futures contract would allow the Authority to purchase a specified amount of gas
(or fud ail) in a given time period at a fixed price. Under the futures contract, the Authority
could accept delivery or, aternatively, opt for a financial settlement of the contract instead of
actual physical delivery. Under a financial settlement, which is the predominant and preferred
means of settlement, the Authority would either (1) receive the difference between the futures
contract price and the market price, if the market price is higher than the contract price at the
time of settlement; or (2) pay the difference, if the market price is lower than the futures contract
price.

The financia settlement of a futures contract can be used to fix the price paid by the Authority
for natural gas it purchases on the spot market. For example, if the Authority bought a futures
contract at the beginning of 2005 for 100,000 MMBtus of natural gas for delivery in July 2005 at
$5 per MMBtu, and then at the time of financial settlement at the end of June 2005 (or some
earlier time, prior to contract expiration, should the Vice President — Energy Resource
Management determine it advantageous to settle at the earlier time), the market price had
increased to $6 per MMBtu, the Authority would receive $100,000 in settlement. This $100,000
would, in turn, be used by the Authority to offset the price paid by the Authority on the spot
market at the time of settlement (i.e., $6 per MMBtu) for the purchase of 100,000 MM Btus of
natural gas.

Purchases of these futures contracts on a periodic basis would serve to mitigate the price
volatility in natural gas and fuel oil prices arising from changing market conditions.

Options

The Authority may choose to buy a call option on the NYMEX. A call option on a futures
contract would permit the Authority to buy the futures contract if the market price went above a
specified, or “strike,” price, with such option having a premium associated with it to be paid by
the Authority. In effect, it would give the Authority the optionto buy at a given time a specified
amount of gas at a given price, or benefit from the financial equivalent of such purchase.

The Authority may also buy a put option, which would obligate the counterparty to make
payments to the Authority if the market price of gas falls below a specified strike price, the
payments to the Authority being equal to the difference between the strike price and the market
price. This put option would protect the Authority against a drop in the price of gas, which
would result in the sale of its power being uncompetitive.

The Authority may also opt to sell a put option, which would obligate it to pay the difference
between a specified, or “strike,” price and the market price, if the market price dropped below
the “strike” price. Asa sdler of a put option, the Authority would receive a premium. The put
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option would only be done in conjunction with a call option to offset the cost of the premium on
the call option.

Margin Reguirements

In the case of both futures and options, the Authority would be required to post collateral, or
“margin,” with the broker. The margin would consist of an initial margin deposit and any
additional margin deposit required thereafter due to fluctuations in the market price, each as
determined in accordance with NYMEX rules. For example, if the Authority purchased a natural
gas futures contract, an initial margin would have to be deposited on the day of execution of the
contract. However, if the market price of the natura gas decreased on agiven day below a
specified point, additional margin (also called a “variation” or “maintenance” margin) would
have to be deposited by the Authority the next day to compensate for the drop in price of the
natural gas.

Portions of margin deposits may aso be returned to the Authority under certain circumstances
specified in the NYMEX rules if an Authority’s futures contract has sufficiently increased in
value.



April 27, 2004

10. Procurement (Services) Contract — Robert Moses Niagara Power Project —
Dam Face Rehabilitation — Crane-Hogan, Inc. — Award

The President and Chief Executive Officer submitted the following report:

SUMMARY

“The Trustees are requested to approve the award of athree-year contract in the amount of $13,400,000 to
Crane-Hogan, Inc. (‘ Crane-Hogan’) for the refurbishment of the dam face of the Robert M oses Niagara Power
Project (‘ Niagara Power Project’).

BACKGROUND

“Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement Contracts

require Trustees' approval for procurement contracts involving services to be rendered for a period in excess of one
year.

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

DISCUSSION

“The Niagara Power Project was designed and constructed in the late 1950s. Over the years, normal aging
has deteriorated the dam face as aresult of water leaking through the concrete from the dam interior, road salts,
deterioration of the expansion joint seals and weathering.

“This dam face deterioration is apparent in the form of spalling and delaminated concrete. The spalling and
delaminated concrete is exposing the reinforcing steel to corrosion, which in turn accelerates the deterioration of the
concrete. This condition has not been cited as a structural deficiency, but if left untreated, it could become a safety
issue. Aninspection of the dam face performed in 1996 showed that approximately 7% of the dam face concrete
was delaminated or spalled. Based on subsequent visual inspections, this spalled areaisincreasing annually.

“To remediate this condition, Authority staff prepared a bid specification to rehabilitate the dam face over a
three-year period.

“On March 15, 2004, proposals were received from four biddersin responseto a public bid process. The
bid prices are summarized below:

Bidders Bid Prices
Abhe & SuobodaInc. $9,990,093
Crane-Hogan, Inc. $13,348,178
Scrufari Construction $15,685,360
Oakgrove Construction $15,836,274

“Consistent with the Authority’s bid evaluation procedure, the two lowest bid price proposals were
evaluated on the basis of cost, completeness, schedule, warranty, exceptions taken to the bidding documents,
experience, quality control, safety and adherence to the Authority’s M/WBE participation goals and Equal
Employment Opportunity requirement.

“An Evaluation Committee comprising representatives from Procurement, Engineering and Project
Management analyzed the bids, met with the bidders to obtain additional information and reviewed all pertinent
factorsto determine the lowest eval uated and technically qualified proposal. The lowest bidder, Abhe & Suoboda
Inc., was disgqualified because its construction methodology did not meet the Authority’s specification. Abhe &
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Suoboda Inc. proposed using an alternative methodology which was used by the Authority in the past and found to
beinadequate. The next lowest bidder, Crane-Hogan, was then evaluated. The results of the evaluation indicated
that Crane-Hogan’ s proposal was the lowest qualified bid in terms of price and that it met all the technical and
commercial requirements of the bid inquiry. Accordingly, based on Crane-Hogan's low price and technically
acceptable proposal, the Trustees are requested to approve the award of a contract to Crane-Hogan for aterm of
three years.

FISCAL INFORMATION

“Payment will be made from the Operating Fund.

RECOMMENDATION

“The Vice President — Project Management, the Vice President — Procurement and Real Estate, the Vice
President and Chief Engineer — Power Generation, the Regional Manager — Western New Y ork and the Project
Manager recommend that the Trusteesapprove the award of athree-year contract to Crane-Hogan, Inc. inthe
amount of $13,400,000 for the refurbishment of the Dam Face at the Robert Moses Niagara Power Project.

“The Executive Vice President — Power Generation, the Executive Vice President, Secretary and General
Counsel, the Executive Vice President — Corporate Sewvices and Administration, the Vice President — Controller and
Acting Chief Financial Officerand | concur in the recommendation.”

Mr. Ardolino presented an overview of staff’s recommendationsto the Trustees. In responseto a question
from Trustee Seymour, Mr. Ardolino said that the processthe low bidder proposed to use was unacceptable, sinceit
had been used by the Authority in the past and found to beineffective. Responding to a question from Chairman
Ciminelli, Mr. Ardolino said that the budget for the process had originally been $12 million, but the price of the project
was now estimated to be $13.4 million. In responseto a question from Trustee Seymour, Mr. Ardolino respondedin

the affirmative that the pricewasalump sum for the work.

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

RESOLVED, That approval ishereby granted to award a multiyear contract to Crane-Hogan, Inc.
in the amount and for the purpose listed below:

Contract Awar d Award Amount Projected Completion
Crane-Hogan, Inc. for $13,400,000 Dec. 30, 2006
Refurbishment of RMNPP Dam

Face

AND BE IT FURTHER RESOLVED, That the Chairman, the President and Chief Executive Officer
and all other officersof the Authority are, and each of them hereby is, authorized on behalf of the Authority
to do any and all things and take any and all actions and execute and deliver any and all agreements,
certificates and other documents to effectuate the foregoing resolution, subject to the approval of the form
thereof by the Executive Vice President, Secretary and General Counsel.
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11. Procurement (Services) Contract — St. Lawrence/FDR Power Project —
Federal Energy Regulatory Commission — Approved | ndependent
Consultant’s I nspection and Analysis

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

“The Trustees are requested to approve the award of a procurement (services) contract to the firm PB
Power, Inc. ( PB Power’) for inspection and consulting services in support of an independent consultant’s inspection
and report for the St. Lawrence/FDR Power Project (‘ Project’ ), as mandated by the Federal Energy Regulatory
Commission (‘FERC’). The intended term of the contract isfive yearsfor atotal projected amount of $190,000.

BACKGROUND

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

DISCUSSION

“FERC regulations require the Authority to hire an independent consultant to perform an independent dam
safety inspection and review at licensed projects every five years. FERC sent aletter to the Authority in November
2003 indicating that these reports were due for submittal in 2004. In February 2004, staff solicited bids from 14
consulting and engineering firms recognized for their experience in providing dam safety and inspection services at
FERC-licensed projects. One additional bidder was added to the list asaresult of the Authority’ s notice in the New
Y ork State Contract Reporter.

“Bidders were required to submit a detailed proposal in accordance with the request for proposal and scope
of work. The five bids received were opened on March 11, 2004. These bids were analyzed and evaluated by a
team of staff members from the Power Generation’ s Engineering Division and the Project.

“PB Power’s proposal is complete, competitive and fully responsive to the scope of work. PB Power has
allocated proper resources to complete this work thoroughly and on time. FERC’ snew failure-modes analysis
requires the degree of staffing allocated by PB Power and the company has the knowledge and expertise to perform
thiswork.

“PB Power was the lowest evaluated bidder of the five bids received and demonstrates a complete
understanding of FERC's requirements for thiswork. Based on its qualifications and ability to perform such work,
staff recommends awarding a contract to PB Power.

“FERC must approve the résumé of the specific independent consultants employed by PB Power to proceed
with thiswork. Historically, FERC has required the Authority to use the FERC-approved independent consultant to
conduct follow-up work; therefore, the intended term of the contract isfiveyears. This contract will permit the
Authority to comply with FERC’ s mandate that the Authority conduct independent consultant inspections of its
licensed hydropower projects every five years.

FISCAL INFORMATION

“Funds required to support this contract are included inthe 2004 Approved O& M Budget. Funds for
subsequent years, where applicable, will be included in budget submittals for those years. Payment will be made
from the Operating Fund.
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RECOMMENDATION

“The Vice President and Chief Engineer — Power Generation, the Vice President — Procurement and Real
Estate and the Regional Manager — Northern New Y ork recommend that the Trustees approve the award of a
multiyear contract to PB Power for inspection and consulting services, as discussed above.

“The Executive Vice President — Power Generation, the Executive Vice President, Secretary and General
Counsel, the Executive Vice President — Corporate Services and Administration and | concur inthe
recommendation.”

Mr. Lipsky presented an overview of staff’srecommendationsto the Trustees. In responseto a question from
Trustee Seymour, Mr. Lipsky said that the relatively low pricefor the project had to do with thefact that theinspection
and analysisinvolved documentation review, modeling and awalk-through. He also noted that the Authority
previously completed a dam failure analysisfor the Project. Vice Chairman McCullough thanked Ms. Lipsky for his

effortson thisproject.

Thefollowing resolution, as submitted by the President and Chief Executive Officer, wasunanimously
adopted.

RESOLVED, That pursuant to the Guidelines for Procurement Contracts adopted by the Authority,
the award and funding of afive-year procurement contract to PB Power in theamount of $190,000 is her eby
approved, asrecommended in theforegoing report of the President and Chief Executive Officer; 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, Secretary and General Counsel.
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12. Procurement (Services) Contract — Short-Term Load Forecasting —
Nexus Energy Software, formerly |CF Energy Solutions, Inc. —
Increase in Compensation Ceiling

The President and Chief Executive Officer submitted the following report:

SUMMARY

“The Trustees are requested to approve an increase in the compensation ceiling of the contract with Nexus
Energy Software, formerly ICF Energy Solutions, Inc. ( Nexus/I CF; Contract 4600000906) in the amount of
$1,500,000 for arevised total contract value of $3,000,000. A detailed explanation of the nature of services
provided by Nexus/| CF under this contract and the reason for the increase are set forth below.

BACKGROUND

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

“The Authority’ s Expenditure Authorization Procedures require Trustees approval when a personal
services contract exceeds a cumulative change order value of $500,000, or when a non-personal services or
equipment purchase contract exceeds a cumulative change order limit of $3,000,000.

DISCUSSION

“At their meeting of September 17, 2002, the Trustees approved the award of athree-year contract totaling
$1,500,000 to ICF Energy Solutions, Inc., now Nexus Energy Software, for design and implementation of a software
solution for Short-Term Load Forecasting. This award was made after careful evaluation of the 11 bids received in
response to the Request for Proposals. Nexus/I CF was found to have a superior software product suite, aswell as
deep technical expertise in load forecasting methodologies.

“In October 2002, the Authority and Nexus/I CF began work on Phase | of the Short-Term Load
Forecasting project. Four phases of Short-Term Load Forecasting were envisioned, but approval of anticipated costs
for only the first two phases was sought. This conservative approach was taken because, while the scope and value
of the first two phases were known at that time, the remaining two phases were not clearly defined.

“Thefirst phase of Short-Term Load Forecasting included the purchase and installation of Nexus/ICF's
Energy Vision Enterprise (‘ EVE’) suite of software, which was to be used to produce an automated 10-day load
forecast on an hourly basis. On December 17, 2002, automated forecasting was implemented for eight sub zone
buses, with 13 additional sub zone buses implemented by April 30, 2003.

“In April 2003, the second phase of Short-Term Load Forecasting began. The goal of Phase |l wasto
develop ‘bottomup’ profiles for more than 260 interval-metered and 12,000 non-interval-metered customers within
Con Edison’s service territory. The system developed under Phase 11 is slated to go into production in June 2004.

“Since Phase |, the Authority has entered into fixed-price agreements with Nexus/| CF based on awell-
defined scope of work. These fixed pricing agreements have protected the Authority from incurring any additional
cost from poor estimation or project management on ICF’ s part. True changes in scope, such as developing load
split capability, have warranted valid change orders. Initial agreements and change orders for work to date have
committed funds up to $1,461,900.

“On April 8, 2004 Nexus Energy Software purchased ICF Energy Solutions, Inc. The Authority and
Nexus/I CF have worked together and identified the scope and implementation plan for Phase Il1 and IV efforts. The
following tasks are planned, for which staff is requesting approval of the increasein contract ceiling:
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Phase Description
Phase Il - Long-Term Load Forecasting
Capacity Analysis

Risk Management

Peak Load Management

Niagara Mohawk Service Territory Bottom-Up Forecasting
Load Research

Additional Reporting

Phase IV - Development of a Graphic User Interface (GUI) Environment for
Management of Customer Account Information

Addition of * Bottom-Up’ Forecasting for Other Transmission Owners and
Full-Requirement Munis

Potential Enhancements Related to Data Validation, Ad Hoc Reporting, Load
Research, Capacity Calculation and Financial Shadow Settlement

FISCAL INFORMATION

“This project was identified and approved in the annual IT Initiatives Capital Budget. Payments associated
with this project will be made from the Capital Fund.

RECOMMENDATION

“The Senior Vice President — Marketing, Economic Development and Supply Planning and the Chief
Information Officer — Information Technology recommend that the Trustees approve theincreasein the
compensation ceiling for Nexus/ICF Energy Solutions, Inc. for Short-Term Load Forecasting from $1,500,000 to
$3,000,000.

“The Executive Vice President — Power Generation, the Executive Vice President, Secretary and General
Counsel, the Executive Vice President — Corporate Services and Administration, the Vice President — Controller and
Acting Chief Financial Officer and | concur in the recommendation.”

Ms. Archer presented an overview of staff’srecommendationsto the Trustees. I n responseto a question from
Trustee Carey, Ms. Archer said that all of the Phase | goals of the project have been accomplished and that Phasel |
was nearly complete. Responding to questionsfrom Trustee Seymour, Ms. Archer said that the original contract for

$1.5 million did not include all phases of the project and Mr. Hoff said that increasing the compensation ceiling as

proposed wasin accordance with the Authority’ s procurement procedures. In responseto a question from Chairman
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Ciminelli, Ms. Archer said that thetotal contract amount of $3 million ispart of | nformation Technology’ s capital
budget.

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

RESOLVED, That pursuant to the Expenditure Authorization Procedures adopted by the Authority,
the contract with Nexus Energy Software (“ Nexus”; Contract 4600000906) is her eby increased by $1,500,000
to $3,000,000; 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, Secretary and General Counsel.
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13. New York State 2004 “Stay Cool!” Program, ENERGY STAR® and New York
Ener gy $mart> Public Awar eness Programs

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

“The Trustees are requested to authorize the President and Chief Executive Officer to enter into an
agreement with the New Y ork State Energy Research and Development Authority (‘NY SERDA ") to support the
coordinated 2004 statewide * Stay Cool!’ program to promote the use of energy-efficient ENERGY STAR® products
and increase public awareness of the need for energy conservation through New York Energy $martsV.

BACKGROUND

“To address the urgent energy challenges facing New Y ork State in the summer of 2001, Governor George
E. Pataki directed state agenciesto engage in avariety of energy demand reduction initiatives. Among those efforts
was a coordinated campaign involving NY SERDA, the New Y ork Power Authority (‘Authority’) and the Long
Island Power Authority (‘ LIPA ") in cooperation with the New Y ork State Public Service Commission (‘PSC’) to
promote more prudent use of electricity in New York State with an ENERGY STAR® awareness campaign and an
air conditioner bounty program for the purchase of residential ENERGY STAR® room air-conditioning equipment
and the return of old, inefficient units.

DISCUSSION

“The focus of the public awareness campaign is to educate consumers on the value of energy efficiency,
providing advice on ways to stay cool during the summer mo nths while controlling energy costs. The public appeal
highlights the need to use power sensibly, coupled with ways to be more energy efficient. The program hasused
assorted communications media, including television, radio, newspapers and direct mail. Promotional material
directs consumers to ENERGY STAR® retailer partners, participating state government web sites and the toll-free
consumer hotline: 1-877-NY SMART. It is noteworthy that more than three-quarters of New Y ork State consumers
recognize the ENERGY STAR® label, compared to one-third in 1999.

“The ‘Keep Cool’ Air Conditioner Replacement Bounty Program was designed to ensure that old,
inefficient air conditioners were taken out of circulation, recycled and replaced with highly efficient ENERGY
STAR® models. In 2001 and 2002, state residents could receive a $75 bounty when they turned in their old,
working room air conditioners and purchased an ENERGY STAR® model. The bounty was reduced to $35 in 2003.
Market share of ENERGY STAR® room air conditioners has increased to approximately 70%, compared to 14% in
1999. More than 200,000 older units were removed from operation, reducing residential peak demand by 83
megawatts statewide. Authority participation in the program specifically enabled residential customers of municipal
electric systems and rural electric cooperatives to become eligible for the bounty program. From 2001 through
2003, municipal and cooperative customers turned in more than 4,500 units.

“ Given the significant market penetration achieved by ENERGY STAR® room air conditioners, the bounty
isno longer viewed as a necessary component of the program. The new ‘Stay Cool!’ program will work to sustain
public awareness of energy-efficient products and focus on energy conservation during the summer peak demand
period through New Y ork Energy $mart>™, a statewide program to promote ‘clean, energy-efficient products and
solutions’.

FISCAL INFORMATION

“In 2001, the Trustees authorized a contribution of up to $2 million for the ‘Keep Cool’ program, of which
$1.097 million was transferred to NY SERDA for the program. In 2002, the Trustees authorized a contribution of up
to $2 million, of which $1.47 million was transferred to NY SERDA for the program. In 2003, the Trustees
authorized a contribution of up to $1.25 million, of which $1.05 million was transferred to NY SERDA for the
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program. In 2004, the Trustees are requested to authorize a contribution of up to $750,000, which would be
withdrawn from the Authority’s Operating Fund.

RECOMMENDATI ON

“The Senior Vice President — Public and Governmental Affairs and the Senior Vice President — Energy
Services and Technology recommend that the Trustees authorize the President and Chief Executive Officer to enter
into an agreement with the New Y ork State Energy Research and Development Authority for the purpose of
providing New Y ork Power Authority support to New Y ork State’s 2004 *Stay Cool!” and New Y ork Energy
$mart>™ summer energy conservation awareness programs.

“The, Executive Vice President, Secretary and General Counsel, the Executive Vice President — Corporate
Services and Administration and | concur in the recommendation.”

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

RESOLVED, That the energy challenges facing New York State require sustained public attention to
the need for energy efficiency; and be it further

RESOLVED, That Section 1001 of the Power Authority Act states“that it isdesirable that the
authority giveitsfullest cooperation to the energy research and development authority in advancing and
promoting the development and implementation of new energy technologies...”; and beit further

RESOLVED, That Section 1854(3) of the Public Authorities Law empowersthe New York State
Energy Research and Development Authority to contract with the New York Power Authority with respect to
“the construction and operation of experimental or developmental facilities which implement new ener gy
technologies which have prospects of reducing the economic, environmental and social costs of ener gy
production and utilization”; and be it further

RESOLVED, That such energy technologiesas arereferred to in the foregoing statutory provisions
include advanced high-efficiency products promoted under the ENERGY STAR® program; and be it further

RESOLVED, That a coordinated effort directed by the Governor of the State of New York among
and between New York State agencies and authoritiesis a proven effective means of educating consumers
about the value of energy efficiency, raising public awareness of the availability of high-efficiency ENERGY
STAR® products; and beit further

RESOLVED, That the President and Chief Executive Officer of the Authority be, and hereby is,
authorized to execute, on behalf of the Authority with the New York State Energy Research and Development
Authority, an agreement to provide support by the Authority, including a contribution of up to $750,000 for
the New York State 2004 “ Stay Cool!” and New York Energy $mart™ summer energy conservation
awar eness programs, subject to approval of the form thereof by the Executive Vice President, Secretary and
General Counsel.
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14. Bond Purchasesto Satisfy Internal Revenue Service Private Use Requirements
Relating to White Plains Office Building L easing

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

“The Trustees are requested to approve the purchase of up to $10 million in par amount of New Y ork
Power Authority Revenue Bonds, Series 2001A (‘ 2001A Bonds'), to satisfy the private use requirements of the
Internal Revenue Service (IRS) relating to the leasing of White Plains Office (WPO') building space.

BACKGROUND

“In 1991, the Authority purchased the buildingit currently occupies at 123 Main Street in White Plains,
New York. The portion of the building occupied by the Authority was financed using tax-exempt bond proceeds,
and the portion occupied by private businesses was financed with Authority equity. Under IRS regulations (the
‘Regulations’), if the percentage of the building occupied for private use increases, the Authority must purchase,
either in the open market or through atender offer, a sufficient amount of the Series 2001A bonds to comply with
the Regulations.

DISCUSSION

“ Staff requests Trustee authorization to purchase 2001A Bonds to comply with IRS requirements relating
to the WPO building rental space, up to a maximum aggregate par amount of $10 million. Such purchases of bonds
will be made from amounts in the Operating Fund, and will be in addition to bonds and notes purchased under other
authorizations for purchases granted by the Trusteesin the past.

FISCAL INFORMATION

“Payment for the bond purchases will be from the Operating Fund, and staff has determined that sufficient
monies are available for this purpose

RECOMMENDATION

“The Treasurer recommends that the Trustees authorize the purchase of New Y ork Power Authority
Revenue Bonds, Series 2001A from Operating Fund moniesin order to comply with the Regulations, up to a
maximum aggregate par amount of $10 million.

“The Executive Vice President, Secretary and General Counsel, the Vice President — Controller and Acting
Chief Financial Officer, the Vice President — Finance and | concur in the recommendation.”

Mr. Brady presented an overview of staff’ srecommendationsto the Trustees. In responseto a question from
Chairman Ciminelli, Mr. Brady said that, if the Trustees approved, the Authority would be making open-market
purchases of the tax-exempt bondsissued to pay for a portion of the White Plains office building. Respondingtoa
guestion from Trustee Seymour, Mr. Brady explained that the Authority used square footage costs and the revenues
from its private entity tenantsto determine how much of the White Plainsbuilding istaxable. 1n responseto a question
from Vice Chairman McCullough, Mr. Brady said that the Trusteeswould be notified of the total amount of bonds

purchased. Mr. Vesce pointed out that the Authority would be able to offset a portion of thetax-exempt bonds that
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need to be purchased by accounting for the space previously used by private companiesthat isnow being used by the
Authority.

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

RESOLVED, That the Trustees of the Authority hereby authorize the payment of funds availablein
the Operating Fund for the purchase of up to $10 million in aggregate principal amount of the Authority’s
Series 2001A Revenue Bonds for the purposes discussed in the foregoing memorandum of the President and
Chief Executive Officer. The Treasurer may in his discretion select the method by which to effectuate the
purposes discussed in the foregoing memorandum of the President and Chief Executive Officer, provided,
however, that as a condition to each such payment of monies from the Operating Fund for such purpose, the
Treasurer or the Deputy Treasurer shall certify that such amountsto be withdrawn for such purpose are not
needed for the purposes specified in Section 503(1) (a)-(c) of the Authority’s General Resolution Authorizing
Revenue Obligations, as amended and supplemented; 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, Secretary and General Counsel.
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15. Motion to Conduct an Executive Session

“Mr. Chairman, | move that the Authority conduct an executive session to discuss matters leading to the
award of acontract to aparticular corporation.”

On motion duly made and seconded, an Executive Session was held for the purpose of discussing matters

leading to theaward of a contract to a particular corporation.
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16. Motion to Resume Meeting in Open Session

“Mr. Chairman, | move to resume the meeting in Open Session.”

On motion duly made and seconded, the meeting resumed in open session.
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17. Procurement (Services) Contract — Independent Accounting Services

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

“The Trustees are requested to approve a procurement contract to provide independent accounting services,
including the annual audit of the Authority’ s financial records and other services, as may be required, for afive-year
period (2004-2008). The audit services shall include preparation of the following reports: (1) opinion on the
Authority’ sfinancial statements; (2) review of the Authority’ s system of internal accounting controls; (3) review of
the Authority’s compliance with its Investment Guidelines, the State Comptroller’ s Investment Guidelines and
Section 2925 of the Public Authorities Law; and (4) review of the Authority’ s compliance with OMB Circular A -
133 Requirements. The Authority may request the successful bidder to perform other services, primarily relating to
process and system controls and reviews of debt-offering statements, as may be required. The contract shall provide
for alimit of $3,000,000 for the five- year period.

BACKGROUND

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

“At their meeting of June 25, 2002, the Trustees approved the award of a contract to
PricewaterhouseCoopers (‘PwC’), for auditing and other services, for five years (2002 through 2006) in the amount
of $1,620,000. In January 2004, PwC indicated that it would not perform the audit for the year 2004 without a
significant increase in fees (beyond the maximum annual amount provided for in the contract). The Authority
declined to approve the fee increase and PwC, subsequently and without cause, refused to meet its contractual
obligations. By letter dated February 10, 2004, PwC submitted what it termed its written ‘resignation’ asthe
Authority’s Independent Auditor effective with the completion of the audit of the Authority’s 2003 financial
statements. At its meeting of February 24, 2004, the Audit Committee requested staff to consider its contract
options, aswell asto solicit competitive bids from other accounting firms.

DISCUSSION
a Bid Evaluation

“In accord with state law and Authority Procurement Guidelines, the Authority published arequest for
competitive bidsin the New Y ork State Contract Reporter on March 8, 2004 for independent accounting and
auditing services covering afive-year period (2004-2008). The Authority received requests for bid documents from
five accounting firms. Bidswere ultimately submitted by two firms— Ernst & Young LLP (‘E&Y’) and KPMG
LLP.

“The criteria considered by staff in evaluating bids included cost, technical expertise and utility and
governmental experience (of the firm and personnel assigned to the engagement). A summary of the bids received
follows:
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Average
Annual Total
Bidder # of Hrs. ($000)
Ernst & Young
Audit services 1,250 $1,576.4
Other services:
Debt offer. 300 481.5
Process, control reviews & tax 375 557.1
1.925 $2,615.0
KPMG
Audit services 2,450 $2,551.0
Other services:
Debt offer. 300 465.0
Process, control reviews & tax 375 5135
3.125 $3,529.5

“KPMG’stotal price for audit and other services of $3,529,500 over the five-year period is 35% higher
than E& Y’ s price of $2,615,000. E& Y has also provided awritten guarantee that the cost of audit services are the
maximum amount to be charged to the Authority, even if the actual staff hours exceed the average annual hours
noted above.

“Based on their bids, both firms have the technical expertise necessary to perform the audit. E& Y’ s utility
audit clientsinclude Memphis Light Gas & Water, the Platte River Power Authority and Oklahoma Gas & Electric,
among others. Both E&Y and KPMG have extensive government auditing practices. E& Y’s clientsinclude the
NY C Housing Authority, the NY C Transit Authority and the Triborough Bridge & Tunnel Authority. KPMG isthe
primary auditor for the State of New Y ork and audits many state agencies and authorities.

b. Subseguent Events

“ Subsequent to the Authority staff completing its bid evaluation, the Chief Administrative Law Judge
(‘ALJ) for the U. S. Securities and Exchange Commission (‘ SEC’) issued her Initial Decision in the Matter of Ernst
& Young LLP (File No. 3-10933) on April 16, 2004. The ALJdetermined that, contrary to SEC regulations, E& Y
was not independent when it audited the financial statements of an audit client asE& Y had a direct business
relationship with that audit client. The ALJ ordered, among other actions, that E& Y be suspended from accepting
audit engagements for new SEC registrant audit clients for a period of six months and that E& Y disgorge, with
interest, the amount of the auditing fees for the fiscal yearsin question.

“Notwithstanding E& Y’ s position that the SEC’ s allegations are without merit, E&Y hasindicated in a
letter to Authority staff that it will not appeal the ALJ s Initial Decision. Given these developments, staff will
recommend the approval of this contract subject to E& Y agreeing to work under specific protocolsto ensure that
similar violations do not occur on work performed for the Authority.

FISCAL INFORMATION

“Payments over the term of any contract to be awarded will be made from the Operating Fund.

RECOMMENDATION

“The Vice President — Controller and Acting Chief Financial Officer, the Vice President — Procurement and
Real Estate and the Director — Corporate Accounting, recommend that the Trustees approve the award of afive year
contract to Ernst & Y oung LLP to perform the annual audit of the Authority’ s financial records for the years 2004
through 2008 and perform other servicesin an amount not to exceed $3,000,000 subject to Ernst & Young LLP
agreeing to work under specific protocols developed by Authority staff.”
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Mr. Concadoro presented an overview of staff’srecommendation to the Trustees. Vice Chairman
McCullough stated that he wished to add language to the resolution stipulating that Ernst & Young agree to work

withi n specific protocols established by Authority staff concerning thework they do under the proposed contract.

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

RESOLVED, That pursuant to the Guidelines for Procurement Contracts adopted by the Authority,
the award and funding of a multiyear procurement contract to Ernst & Young LLP that includes specific
independence and conduct protocols established by Authority staff is hereby approved for the period of time
indicated, asrecommended in the foregoing report of the President and Chief Executive Officer in the
amount and for the purpose listed below:

Proj ected
Closing Contract
O&M Date Approval
Independent Accounting Services
Not to exceed
Ernst & YoungLLP 06/30/09 3,000,000

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 documentsto effectuate the foregoing resolution, subject to the approval of the form
thereof by the Executive Vice President, Secretary and General Counsel.
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18. Next Meeting

The next Regular Meeting of the Trustees will be held on Tuesday, May 25, 2004, at 11:00 a.m., at the
Charles Poletti Power Project, unless otherwise designated by the Chairman with the concurrence of the Trustees.



19. Closing

April 27, 2004

Upon motion duly made and seconded, the meeting was adjourned by the Chairman at approximately

1:15p.m.

fa
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R oy -‘:;\? 'y
David E. Blabey

Executive Vice President,
Secretary and General Counsel
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