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VIA COURIER 

Hon. Jaclyn A. Brilling 
Secretary 
New York State Public Service Commission 
Empire State Plaza 
Agency Bldg. 3 
Albany. New York 12223.1 350 

Re: Case 07-M-0548 -Energy Efficiency Portfolio Standard 
DASNY Comments on "Fast Track" Programs 

Dear Secretary Brilling: 

Pursuant to ALJ Eleanor Stein's Ruling Setting Collaborurive Agenda and Modifiing 
Comment Schedule, issued September 13, 2007, the Dormito~y Authority of  the State of New York 
("DASNY") submits this letter and five copies hereof as and for its Comments regarding "fast track" 
programs. These Comments are intended to be responsive to the specific issues identified by the 
ALJs in their letter of October I ,  2007. 

DASNY is seeking Corr~mission authorization for utilities to partner with DASNY for the 
purpose of  expanding existing private financing offered by DASNY to its public and not-for-profit 
institutional clients for the implementation of energy efficiency projects. This program, which 
DASNY hereby requests be fast tracked, was described in the following submissions by DASNY: 

DASNY's original September 10.2007 proposal (attached hereto as Attachment "I"); 
DASNY's October 2, 2007 Working Group 1 presentation (attached hereto as Attachment 
"2"); and 
DASNY's October 9, 2007 Memorandum to the Working Group 1 Memorandurn (attached 
hereto as Attachment "3") 

As is explained in the above materials, costs would be borne solely in the first instance by 
DASNY loan recipients. An "exit fee" would provide for the repayment of  any outstanding 
indebtedness in the event that the recipient was to exit a utility's delivery system. Similar to the 
operation of  the current SBCIRPS surcharge mechanism, utilities could remit the total amount of loall 
recipient indebtedness to DASNY pursuant to a schedule of  payments, and collect any revenue 
shortfalls from a larger class of customers to be determined by the  omm mission.' 

I Alternatively, remittance could be on an as-collected basis. Pending final determination of these surcharge 
design issues, the Commission could authorize utilities to act as billing agents and include DASNY charges 
on the bills of loan recipients, similar to the Commission's authorization ofthe inclusion of ESCO 
commodity charges on utility-issued bills. In that event, payment allocation protocols would appear to be 
necessary. 
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No additional statutory authorization is required for DASNY to implement proposed "Green 
Tariff' program. Only Commission authorization is necessary for the utility billing of DASNY 
charges. 

DASNY believes that, under such a utility billing program, more institutions would choose to 
utilize the private tax-exempt financing offered by DASNY and that the burdens on the utilities would 
be relatively small. At this time, Staffs  preliminary estimate is that ratepayers could be required to 
pay as milch as $8 billion in EPS program funding. The private financing that DASNY can 
contribute will reduce the costs required to be borne by ratepayers. 

For the reasons set forth in these Comments, DASNY respectfully requests that the 
Commission grant the authorizations requested herein. 

Pursuant to ALJ Eleanor Stein's Ruling on Scope and .Schedule, issued June 15 ,  2007, copies 
of this tiling are being served electronically upon the Active Parties in this proceeding. Kindly date- 
stamp as received the enclosed duplicate copy of this letter and return it to our courier. 

Respectfully bmitted, 17' 
Jeffrey M. Pohl 
General 1 ounsel 

Enclosures: Attachment 1 - DASNY September 10, 2007 Proposal 
Attachment 2 - DASNY October 2,2007 Working Group I Presentation 
Attachment 3 - DASNY October 9,2007 Working Group 1 Memorandum 

cc: ALJ Eleanor Stein (via e-mail) 
ALJ Rudy Stegemoeller (via e-mail) 
Active Parties (via RPS listserver) 
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Inlrrest o i  t h r  1)nrniitor). Authority of the State of New York  
in this Proceeding 

IIic S'uhlic Sen icc C'onlnlission. by an Ordcr di~tcd Ma? 16. 2007. established ;I 

proceeding to dcsign an i:ncrg> l:fticienc!: Purl\,rmancc S~aittlard or  "EPS". ' rhc goal of 

thc I,:PS is to retlucs the State's projected electricity usi~gc by 15"6 by 2015 and to reducc 

thc Slatc's reliance un lossil I11cls. One element of tlic 1:I'S is the implementation of 

~iri'granis th:lt cnco~lragc rhc consumers of energy in this Stz~tc to unden;&c capital 

inll~r(~\slncnts that rest~it i ~ i  increased C I I C I . ~ ~  cfiicicncy and achieve othcr i r n p r t a ~ ~ t  pi~blic 

ptjlic! goals ("(irccn I'rc~,jrcts"). 

'I he I)<~nnilor!. Authority ol'thc Stale ol'Ne\l; York, often referred to as DASNY. is 

\veil lx~citioncd t t ,  ; l~sist scvcl-;~l largc groups of encrgy consumers to develop. tinancc and 

~ir~dcrr:ikc imt,rp! cl'ticitncy prc~.iects. I)ASX\r' would likc to help thcsc groups undertake 

iirucn I'roicct!, Iibr \\hich ihc i.slirn;~lcil ;innuali~cd cnergy savings are expected to cucced 

tlic ;irinual J c h ~  \c.r\.icc 11ccessa1-y tu linance the Projects ovcr their useful livcs. In this 

I: '15 . I  rlori. c u s t c ~ n ~ e ~ s  sliould scc their overall utility bills go do\vn even thong11 some ponio~l  

of the savings is being applied to linnncc the cost ot'the energy eiticient improvcmcnts. 

I'lie savings i\oc~ld bc enhanced whcre L>ASNY could provide financing for cligible Green 

f'rojects 011 a tas-exempt basis. 

O?\SNY \v~>illtl work will1 its clients to ~tndcrtakc Green I'rojecls thnt cover thu l i ~ l l  

.~rr;r! ol'cncri.! cl'licicncy iniliativss rcgardlrss o f the  energy resource limn which the 

s , ~ \ . i ~ ~ y s  kirc to be dcrivcil. Savings ol>pollunitics (or LIASNY clicnfs are not lirnitc~l to just 

~~lcctricily snvinys Some prqiccrs \ r i l l  also rcalizc sigr~ilic;ml reiluctions in gm, lLcl oil. 

( 3  t i t i ~  consu rn l~ t i o~~  and t~thcr opel~ltions and rriaintenancr. costs. By including thcsc savings 

in :I!] energy auilil 10 cvaluatc which liieasLlres lo undertake, mol-e prqjects \\.ill qualify as 

(irecn 1'ro.jects. i n c lud i~~g  tlrorc pro,iects which prinlarily save resources other than 

clcclricit!. 211id which require hundling el'licicncy iniprovcnicnts with othcr irnprovuments 

ir, hi.co.;~ r l lcct i \c  



Backgrountl on DASNY 

I>ASNY is n puhlic benclit corporation sstablislied hy the Stale oCNew Yorh in 

IV44 originally lor the purposu of financing and constructing facilities for the colleges and 

i~r~ivcrsilics that are pari ol'the  stat^. University o f  New York. Today. IIASNY serves a 

inucl~ hrouder group o f  public and pi-ivate not-for-profit entities arid its financing aclivities 

t>n hchal1'1)l'thcse instin~tions have. Ihr niany years, made lli\SNY one ol'the largest 

issucrs i i l ' ta~-cscmpt nii~nicipal bonds in the linited States. As such, DASNY is uniquely 

situ:ired to help it.; slate-\r-idc cnnslituency undertake Green I'rojccts that will ludhcr thc 

# ~ a l s  o f thc  I-1's. 
;\I t11c ~prcxnt linlc. 1)ASNY's public clienls include the Slatc I!nivcrsity of We\\' 

\'clrL. Ilie ('it! Irriivcrsiiy o l X c a r  'I'ork, the Oflice of  Mental Ilealth. the Officc of Mcrital 

lictariIatir)i~ iiiid I)evcloprnsntal 1)iisnhilitic. the City ofNc\v York and various local 

gv\-criimcnts and scl i i~<~l  districts. Its privatc clients includc i~nivcrsities. colleges, 

hospirals, iii~r.;ing horncs and wrious other not-for-prolit organi/:ations that arc specifically 

enurncrated in IIASNY's cni~hling legislz~tion. 

Il:\SNY ctirrenlly I I Z U  ~so11tst:inding approsirnatcly $16 billion of bonds for its 

~pri\ate clic~ith and $18 billion for its p~iblic clients. DASNY has financed mnny dif'fcrent 

t!lx'. oisopital lprojccts ior its clients ;uid recently issued $20.275.000 of its I'crsonal 

Inco~ilc 'I a s  Ilc\.cnlc l%ontls. Series 2007R (Sl r i Y  (irccn 1nitiat11.c~) fbr the purpose ol' 

1in:rncirig frccn rctrotit yroiccts at \-:~rious S I I N Y  c;mlpuscs. DASNY ;~lso has t11c 

icchnical expcrtisc to :~s>ist both its public and privi~te client?: in the design and conslruction 

~ i l ' c~ ic rg>  rctrolit pri)jccts ; ~ n ~ l  is actively developing programs 10 makc this csl>cnise more 

i l  1 : i h 1  t t l i c i .  I)j\SNY has ;1ls11 advised all oI'its puhlic clients that any project 

O I I  \ ~ l i i c i ~  IIASUY \tiins construc~i~in alier 2007 shtlll he I,I<ED Silvcr certifiable. 

I'hi. ssrcicc that I),\SNY most licqucntly provides to 11s private not-for-profit 

clic~ils i \  the issuiincc ol't:is-cucrnpt bo~ltls to fund low interest r:~tc loans fiir thcir capital 

prc!iccts. 13onds issuck1 hy I)i\SNY are "special obligations" ot'the i\uthority. '1-his nieans 

tl1;1t 1l1c honil, ;Ire pciyahlr. only l i o ~ n  loan payrnclils made by 3 borrower under a loan 

:IgrccIIiclit .i\i111 1)ASVY. any other prrlpclty pledgcd h! the hi~rrower to sccurc its loall 

iri.p.ij~nsiii ohlig;~rion to thc A~ithor~ty.  iiulds held by a bond trustcc as security and in 

cct.tiiii1 ~ ! I S I I I I I C C S .  c r~ t l i t  c~ lh i l~~cc~i icn t .  



IIASNY's cttrrerit linancing guidclincs permit it  to iscite bonds for a private client if 

11ic clicnl has an ~inderlying rating of.\-  or better or ifthc bonds arc lo be secured by credit 

e~iliancem'nt. sucli ; is  a policy o f  m~t~iicipal bond insurance. ~1 letter of credit or federal 

I tl I \  I vr State I S O ~ Y C I I \ )  niongngc insurance. /\lthough thesc guidclincs do provide for 

cxccptivns, rlicrc ore ;I signilicanl number ol'polcntial DASNY clic~its that are unable 10 

lin:tlicc through l)ASb!\'s bontl liliancing prugranis becaiisc of their inability lo 11icct 

I)!\SNY'.; crcdit rcqi~irctncnts. 

I)\SN\r' also lias a tas-exempt equipment leasing propam under which its clients 

liti;tticc ccluipmcnt and rel:lred property under a three-party financine! lcase to which 

IIt\SNJ'. its clict~t nncl a lcnder art. patlics. 1)ASNY's I'ELP linnncings are done as private 

~placc~i~ciits lo sophisticated institution;~l lcndcrs and it  is tliosu lenders who determilie 

\\Iictlier 3 b ( ~ r r o ~ c r  II;IS the ncccss:iry credit standing. DASNY's clients get thc benefit ol' 

Io\\er t;i\;-esetiil~i rates irrrsl)ective 11f\vhclher the projects arc financed with the procceds 

i ~ i  hontls i > r  through '1l;l.I'. 

h,l:iti) cli~iils i~t i t i  potential clients oI'1)ASN'I' nre olien unable lo finance relatively 

s~li:rll i'roicct \vith I)!\SYY hccattsc thc cost nf financing \vould he prohihitivc. 

\iiditj~~ti:tlly. s ~ n ~ c  ~I i~ . r i t s  c:lnnot or are unwilling to take on neu debt. So~nc  of thc 

li~i;tncirig in~ttnrivcs tliat L)/\SNY hopes IO purstlc th~.ough this Proceeding will ltelp 

I).4SN'I' serve iii~rilutioris with lcss financial strength. I'or esatiiplc, DASNY is exploririf 

0111)ortlltiitir.s 10 ..l~i)ol'' ir iiunlbcr oJ'(;rccri Pro.jccts for difScrenl clients regardless ofthc 

proiccts' si/.e co that nil may hcnclic lion1 the lower cost of t;t.\-exempt linancing. 

C'lienrs :ttld potcti1i:il clients of l),\SNY may also be discouraged from investing i n  

(ireen l'rl!iccts bi.c:tosc oftheit' fear ol'tlie risks irivolved, including that the installation 

~ i i i y l ~ t  11ot hc .ily>n>priiite ior lllcir hcility or that it ail1 fail and not produce the nccdcil 

snvitigi to c o ~ c r  ilic Iiii)ments withoul i.ostIy repairs. IIASNY helieves that its up-front 

i t i \~oI~~t i i e~ i t  ill G ~ C C I I  I'rojects. S L I C ~  ;IS by pro\iding customers with technical cxpertisc 

c\ :lIit;rting. pri~posnls atid iiversecing ins~:tllations. \!'ill hclp reduce some of the perceived 

i - i ~ k s  x*\ocialcii \\.it11 (irccn Pro,icets and therchy make illern tnorc attristive ro the 

t~~stilutiorrr scrrcrl h y  l)j\SNY. 1'11 help criswr thar IIASNY clicnis will have conlidencc 

iii s:i\ ings c>umalca. 1)ASNY espccls to h:ire independent cticrgy analyses performed by 

cnp~!L"Milli tie littun~iul stahc i n  tlic I ~ F U S U I ~ S .  DASNY is also exploring possiblc 



~rie~Ii;~iiisriis to assis1 its clients in covering the costs of the allergy audit to tile extent that 

thcse costs arc ,101 ;iblz ((1 be rolled into the <~vcrall project cost and paid for out ofthe 

pro.icc~'s s;lvings. 

IjASNY's Green Irnprovemenl Tariff Proposal 

IMSNY he l i e~ss  t h a ~  an UPS provides an excellent opportunity for DASNY to 

cnhance its ahilit! ro promote and finnn~.e energy etlicient "Cirren I'ro,jects". DASNY 

~icsires to work with tile 1'SC and thc various stakeholders to ~lcvclop a program that will 

f i ~ c  I);\SNY the ability to provide ncscss to capital and reduce the real and pcrccived 

b;lrricrs and risks ol'inuestrnent for all of its clients ~ l i o  wish to undertake qualifying 

(.irccri Projec1s. Ihcsc  (ireen I'rojccts will lo\vcr 1)ASNY's clients' energy consumption 

r ~ i l i l  :~ssiici:itetl cnsrgy costs arid. at thc sanic time, reduce the Ihtrdcn on the State's electric 

l;~cilrtlc~. < l e c ~ c a ~ c  L I I C  proiluction oigrec~iliouse gasses and r~duce  the State's reliance cln 

ti,ssrl liicls. 'I'lic cncrgy cod savings \\.ill lcave IIASNY's cl ient  with greater rcsilurscs to 

psrt't11-rii their n\vn irnportnilt public riiissions. 

Onc proposal being considered by 1)ASNY is to partner with the PSC and utilities 

for the impositiori ui'a tariffed utility cllarge on customers who ( I )  are eligible to borrow 

lixin~ i>i\SN\' :inil ( 2 )  seek to undcrtakc a Green Project that \\.ill achieve the cncrgy 

sc~ncr\-atioti gotiis o i  tlic !il'S (the "Grcen lmprovcmcnt I'ari~l"). 'The (kcen lmprovcnicnt 

I .irillchilrpe conid hc ;i c~irnponcnt of any 1-1's si~rcliarge adopted hy the I'SC, or it could 

be cmhcddcti in otlicr i ~ t i l i t l ,  charges, or it could he a selnratc sut-ohsrgc. as the PSC ma!. 

ilcterrtiiiic. 

I'lic aliiount ol'tlie Green liiiproveiiient Tariffcharge lor any customer during a 

Iv,i!,ment pcrio~l \\ouliI cqu;ll the sclicduled payment due to IIASNY for that period oli 

;~ccourir o i  tlic indeh~edncss incurred to lin;lncu the cost of the customer's Green I'roject, as 

::?reed ! I >  hetween I).\SNY and :lie customcr LIASNY \voultl ucc tlicsc Green 

I m p r c ~ ~ u ~ i e n t  I ariif chirrges to pay debt service on the tax-escrnpl obligations issued by 

l)ilS?;Y to I ~ I I ; I I I C C  thc cost OI'IIIC cust~nier 's Green l'rojccl. 

:issuiiiing the !'SC' grants authorization for the imposition of a Grccn Improvement 

I:~riiI'chnrye. I).4SbiY \voulcl cxllcct to issuc bonds that would he secured primarily by a 

1)Iedgc (il'tlir (ircc.11 Irnprovcinent 'I'arillcharges payable to DASNY hy the utility rathrr 

Illan 111~. pit? I I I C I ~ I S  r~qilircd 10 he ~nlildc by the client under a lon~i agreement. Bonds 



sec~lled by a properly co~istnlctcd Cil-ecn in~provement 'fariff' charge should provide a 

crctlit\\orthy stnlcturc ~har has the benefit ol'credit support from the utilities and their rate 

~xryus.  (: . 'o~~se(l~~e~ltly. tilore Ii~ispitals. nursing homes. colleges and other clients of 

IIASNY \'ill more rc~tciily unilcfi~kc cncrgy efliciency projects because this structure 

incans Icss risk and casicr access to capital for the client. Also, hccnuse DASNY's client 

c ~ ~ ~ ~ s r i t ~ i c ~ r c y  is unlikely to default on their utility hills. the potential financial csposurc for 

orIicr I-;lie p q c r s  should be rnininlai. 

I~i~~lcnientat iun i1S3 Green linprovcment I'aril'fwould allow participation by moht. 

i t '  no1 all. I):%SNY clients and not just thu l ~ ~ w e s t  risk customers to whom capital providers 

arc inlo.c\lc~l in iii;rking filnds arail;~hlr.. ,,\lso.   no re hr-orahle linancing terms would 

nican nliire energ! cl'licicnc! Inccisures would qualiry Tor linancing under this Green 

I~nprouc~ucnt I'ilriII program. 

Ilcn~iltunce Protocol for Green Improven~ent  Tariff 

(iiven tlrc prr~poscil linancing st]-uctilre. it would be prctkrablc tbr the utility to 

rcmit 111' ; l i ~ l o ~ ~ n t  oftlic (il-ccn lnipro\ement Tariff charge lo I)ASNY pursuant to an 

: I ~ T C C C ~ - ~ O  scliedi~lt r ~ g ~ r ~ l l c s s  01'thc utility's collection ol'tllc charge. :\s stated. the 

a&!rcctl-rt) ' ich~il i~lc M O L I ~ ~  ctrrrcspond to lllc dcbl scn,icc pay~nents required to hc made 1111 

rlic intlchtcilness incun-cd to linaicc the cost ofthc client's Circcn I'rojcct. On tho strength 

~ ~ l \ u c l i  a remlttancc protocol. DASNY ~vould he nblc to makc loans to its clients on more 

livor;~hlc tcrtns. 'lhis is the satnc rationale as th~t hehind the SNC and RPS surcharges -- 

sliaring costs liir I~cnclit.q thar accruc to all ratepayc1.s in order to iiiake efficiency rneasurcs 

tnorc likcl! to he ~n.sl:lllcd. 

,111 inilii111i?c. llie porcntinl burden on other ratep;~yers. cotrsideration should he 

given to ilicl[isiol~ ~ I - t n  "exit 1i.c" in the Green Improvenlcnt I ariff payable by any 

IIASNY loan rccipicnl i i )  \rho ceases to he a delivery customer ilf thc utility citlicr by 

"islanding" clr conncctirig to rlic distrihutiiin system of' 211 cntlty \\.hose rates and charges 

;!re not siibjcct 11, I'S(' rcgulaliirn: ;lnd I i i  1 lix \\liicli IIASNY indcbfedncss is still 

t s ~ a i d i ~ i  ' I  lie exit 1L.e shoilld be due ripori csit from the utility system in an amounl 

wllicient lir ;llio\v i)i\SNY to rc1111. lire debt incurred to prouiilc financing fbr tht. 

cuiio~ncr's (irceii I'rc!jcct and slioi~lil be pi~sscd thrcrugh to I).ASN\If upon rcceipt. Such an 

c\it Ikc \vi!liic! reflect the contitiilillg hetictils that the Cireen I'rojcct will providc to tlic 



custorncr. O n  the other hand. if tlic client uansfkrs ouncrship o l t h e  benefited property to 

a new owner. the scller coilid eit t~er pay the exit fee :IS outlined ahove or, if' the transkrcc is 

; ~ l so  cliyihlc i ix tax-cscnipt financing fioni DASNY. transfer the ohligation to pay the 

(ircen iniprovenrent I ari lfto the neul o\vricr. 

A lcss advantageous rcmit~arice protocol from ;I financing standpoint would require 

thc i ~ i i l i r )  to i~.niit C ~ I W C I I  I ~ ~ i p r ~ i v e ~ i i e ~ i t  l ' ~ r i f l ' ~ha rge s  to IIASNY only on ari as-collected 

h : ~ s ~ \ .  Such a protocol ~vouid require the de\.el<ipnient of payment allocation procedures 

lor sitii;rtions \vIi~rc cuhtvnicrs Ikil 1c1 ]lily the hll amount of llic utility charges and should 

provide tliat unpaid (irccn improvcn~cnt ~farit'fcllarges arc the subject o f  the full range o f  

111ility collection rcmcdics. including disconnection tor non-payment. .An exit fee similar 

111 tiltit l~rcvioirsly discussed would also hc essc~itiai. IIowevcr. hccause DASNY's 

h~~ndlioldcrs li'1ihcr than thc utility) ~ l o u l d  assume the risk of la tc  or uncollcctiblc tariff 

p ;~y rnc~~ t s .  I I  is nut cic;ir whether IIASN'I' could S L I C C ~ S S ~ I ~ I I ~  market bonds secured solely 

I,! a (irccli lnipl-overn~.m I ;iri(t'paynhlc 111 IIASNY on an as-collcctrd hasis. As a result. if 

thc Green Inilirtivement TitrifKis 10 be p;l);tble to DAS"IY on this basis, consideration may 

: t l i e  nscd to hc i v c n  to the irnpositioll of an additional tarifkd utility charge on a hroatlcr 

b:isc ~ I ' C L I S I O I I I ~ ~ S  to licll> [IASNY build 3 pool oI-Tunds to reduce rhe impact ofdcfaults by 

cusronicrs, i~icludirii: any failures to pa)  any exit fees. on honcls issued by LIASNY ~lnder  

it5 Ci1,ecn Impnrvemelit I';il-if'lin;~nciny prngram. 

I<eg~rJlcss  oi\\ .I ic~hcr the <;reen Improvement Taritl'is sirucrured so that the utility 

111~1rt 1.c1nit tlic amo~ll,r o f the  (ireen Itnpro\e~ncnt I'ariff'cliarge ic1 DASNY pursuant to an 

;igrzed-to sclictli~lc rcgarillcss a f i hc  irtility's collection c?fthe chirl-gc or  (111 an as-collecteci 

h:lsis. no cusronrcr \%ciultl he ~irovitlcd with a ficc ride under the Green in~provemcnt '1-arill'. 

I lndes I).,\SNY's projmsal. the Di\SNY clicnt hencfiting fro111 tlic iniprove~ne~its woul~i  he 

rc~potisihle. in 111~. lirst instance. fbr the Green lmprovemcnt I arilfcharges. l hus ,  the 

clicnt wocrld he motivated to ilctivcly participate in the design. installation and operation of' 

cnclpy cllicicncy impro\enients so th;u i t  will he assured of energy and cost savings 

~ i~ t ' f i c ic~ i t  10 c i ~ \ c r  its l-cpilytnc~lt oh l i pa t i~~~ i .  We belicvc that, to thc extent that tlic 

cflicicncic~ ; ~ ~ l i i ~ . v c d  h! a Green I'rnjcct C;III conservatively hc projected to reduce the 

clicnt's eticspy-rclatcd ct~sts.  includinp its utility hill. to less than they wcrc hcforc 



cnnipleti~ig thc. project, tlic operational savings alone should provide an incetitive for 

rcsponsihlc participation in this nc\v finr~ncing prograni. 

Billing Agency Model 

I<ccogniling that it tnay lakc some time to implement a financing program that 

relics on n (ireen lmpmvcmcnt Tarill: IIASNY is also considcrir~g developing a utility 

Iilling agent! model (similar to that currently used to bill 1ISC:O comlnodity charges) as an 

interirn htep ILindcr this ~lppronch. I).ASNY would cotitinuc to fund loans to an institlttion 

witli the pt-clcceds ofi;rx-cxcmpt bonds or through a leasellease-back structure. I l i c  

itis~rtution. Iv)\v~vcr.  \ V I I I I I ~ I  1x1) tlic loan or leace payments as pan of  its regular utility bill 

instc:~tl i~ i tnak ing  iltctn tlircctly to 1)ASNY or its designee. In thc event of nun-paymcnt 

by rllc clicnt. I)!\SNY rcmcdics would remain thc same as  thc) arc if the paynirnts werc 

mntlc dircctl! lo I),'iSNY. I.'tilities \vould simply be billing agents and reniitlers 01-as- 

colli.ctst1 sunis. ln\oiccd charges \vould be those of IIASNY. and not tlie olility. 

l11c simplicity o f  such J pilynrent approach should make 1)ASNY.s financing 

programs niorc :~ttractive 10 some ct~stotiicrs. I t  should also lielp our clients appreciate the 

c c o n ~ ~ m i c  henelits of( i rccn l'n)jcc'~s becausc their utility hills will likely bc less than they 

\i.i.rc I>clbri.. l ' t~cre also may he credit i~~lvantagcs, which could 1~1wcr the cost of finencinz. 

ro ilsiny ;I utility .I.: I):\SNY's billing agent depending upon tlic payment and allocation 

~ m i t ~ ~ c < ~ I s  tl1;11 ;Ire negotiated \iith the utility by I).\SNI'. 

1)ASNY ~tiifl~rstands that the succcssf~l  implementation of tlits utility billing niodel 

dcjwiids 011 tlie s t ~ p p o r ~  ol'c~ne or  mart utilities and the receipt of any necessary waivers 

ILoni the I'SC'. We ;tlsci recognize that appropriate payment allocation procedures would 

nccil ro hi. dc\,eloped to :~ddress the situation where a customer lails to make rull payment 

~ I I  tlic cti!irc hill. 'i'l~erel'nl-c. l i e  h a w  stnned discussions witli urililies and other ititeresled 

partics rcg:lr~lrng ho\r impleinstitation nf'this model could hclp 1)ASNY clients complctc 

precii it~itiati\cu. 

Conclusion 

11) \ilur-1. I),\SSY is committed to working with tlie (io\'crnor. 1'SC and otlicr 

s~;~keiir)lrlcrs to dcvclop cncrgy ci'licienc!. proposals that will protnote the goals o f t hc  ICSI'. 

\\'c hclie!c llrat iniplemenlation cil'Lhc proposed Grcen lniprovetnent 'Iarifl'would help 

hlli l l  tl~usc fools by providing a ncw oppurturiity fur eligible puhlic u ~ d  private entitics. 



\\.orkinp \rith LIAS4Y. to invest in (irecn Pro.jects in thcir facilities with less risk and with 

ea i c r  access 10 capital. DASNY is also cc~mmittcd to pursuing thc enactmcnt of Statc 

Icgislntion that would cnahle public and private not-for-protit cntities not currently 

.~ilthorizcii to usc IIASNY's linanciny scrviccs to participate in tllis new financing 

piopron1. 





DASNY Financing as Alternative to 
Ratepayer Charges 

15x1 5 is a very aggressive goal and the Commission's Order 
directs the Administrative Law Judge and the parties to take a 
holistic approach to the development of an Energy Efficiency 
Portfolio Standard. 
Two principal ways in which DASNY believes that it can assist: 
- Providing a source of tax-exempt capital to fund energy- 

efficiency projects undertaken by hospitals, universities, 
schools and municipalities. 

- Focusing the attention of management of these organizations 
on the importance of incorporating best practice energy 
management techniques into their regular capital programs. 

- DASNY has $16 billion of bonds outstanding for its many 
health care and higher education clients. 

Every dollar raised by DASNY will reduce the cost required to be 
borne by ratepayers. 

on 
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DASNY Proposes to Partner with Utilities, 
ESCOs and Tax-Exempt Institutions 

DASNY proposes a partnership with utilities, ESCOs and 
tax-exempt institutions to finance projects that will help 
achieve the goals of the EPS. 
Under this partnership: 
- Projects are funded from private sources of capital in 

the tax-exempt capital markets. 
- The amounts borrowed are repaid by the end-user 

institution that benefits from the energy efficiency 
improvements. 

- The projects being financed should meet the 
objectives of the utility or ESCO for achieving demand 
side reduction. 

mu 
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DASNY Financing Proposal 

DASNY's clients will repay the cost of financing these 
projects through their utility bills. 
DASNY would work with all interested parties to 
establish financial criteria for participation in the 
program. 
Eligible hospitals, nursing homes, colleges, 
universities and school districts are unlikely to default 
on an obligation that would result in the loss of 
essential utility services. 

on 
Dormitory Authority 





DASNY Financing Proposal 

DASNY is flexible and wants to work with utilities and 
ESCOs to design a program that meets the needs of 
each of the participants. 
The tax-exempt institutions will be responsible for 
payment in the first instance. In the event of bad debt, 
there are a number of program options: 
- Spread the cost among the entire rate base; 
- Spread the cost to a smaller class of rate payers; 
- Establish a special fund to absorb these limited costs. 

DASNY supports programs that provide financial 
incentives to utilities to achieve load reduction for 
DASNY-financed projects. 

nn 
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Octohcr 9 2007 

I)-ISNY's Green l'arifl' Proposal 

l i t  last week's preseiitutio~i regardti~g the ahnse, it ivas asked whether DASNYs 

pr(~pos"a i~(ii11d require utilities to assume rzsponsibilit\; on their balance sheet for debt 

ohligatioris associated w~th energy efliciency ~mprovcments tilianced under this proposal 

In response to this question. Portia and I indicated that there was a range of options, some 

ot'wllicl~ migl~t im~ilicate the credit ofthe utilities and othcl-s ivl~ich wcli~ld not. S h e  

purpose of this memorandum is to funlier elaborate oti this point and seek further input 

ti-om the LVorking Group 

:\s L L ~  iri~derstand i t .  i n  tlic case 1iSllie SRCiKPS slcrcharge, the I'SC lias ordered 

that a defined class of irtllity customers (all deliven. customer<) pay the SHC charge as it 

;appears on fhe utility bill for the funding oFNYSEKll:\-adm~nistered PS(' prosrams. '['he 

~ i t i l ~ t \  prepavs hYSF;RE)A on a qualterly basis 1'0 the extent that the utility does not 

C , > I I C L , I  sl~lticieni silrc:liargc t ~ i  ~ n v e r  the anloutits required to hc paid to NYS1IKL)A iii any 

\ c a r .  \lionf;rll~ arc, recovered throrigh annual true-ups in ~vh ic l~  the next year's surcharge 

1;1tc\ i~rc  ~rlcreaseti tb r  tiit: allt-ctcd ~.usrorller class in amount suficient lo recover thc 

1 i t 1 I 1  \Ve  itre advisetl that, even though the utility prepays the SBCiRPS surcharge. 

~ h c :  i~tilitv's halarice sheets are not afl'ected hecause the surcharge is, lion1 the utility's 

[)crs;)ective. deemed to he a pass-thro~igli 

' \ ss i~~ni~ig  thc ahnsc assumptiot~s regarding the SRCIRPS surcharge arc correct. 

l ) * l h V l '  w~ul i l  propose adopting this rrlodel for its Green 'I'ariff Prograni Thus, as 

~l~\cusscd.  [) \Shy iould  make a loan to the eligible 5Olic)(3) organi~ation that v,o~I,i 



tic fiiided f io~n tile proecrds of tay-cncn~pt bonds issued b ? ~  DASNY The organizatioti. 

liowever. would agree to pay an\ amounts due under the loan agreement through the 

(.ireen rarill'si~rcha~cr. ;ah pait oi'ir, utility bill As with the SIKIRPS model, the i~tillties 

\votiid simply be the collectur of a tarilt'cl~arge imposed hy the PSC upon an end-user 

custotiiet- ill thc fit-st instance ard upon a hroader class ofcusturners with respect to bad 

debts l l ic  ultiniate benetic~arv ot'the payments would be [MSNY and its bond tnistee. 

just 3s PS(':'NYSEKI>A is currentlv deemed the beneficiary ot'the SBCiRPS surcharge. 

111 short. so  loti^ as the utilits's role under D.ASNYc proposed Green Tariff 

I'ri~~t;c~n I >  stmilnr to that perti)rmecl under thc SBCIRPS programs. it would seem that it 

woialti not irripact !he lialance shect oSt11c ittilit~es and that the impact \~uuld rtot cl~artgc 

irrespective o iul ie the~ 111' utilitv prepays the proposed Cneen Tarill'surcharge or liavs it 

:IS it is collcctcd L>ASli\; ftllly apl)recintes the need to n~ini~iiize potential cost iri~pacrs 

and to closely examine \vhtch class ofcitsromers should be subject to the annual true-up 

tnechanisni tiowever. a5 stated at last week's Working Ciroup meeting, a strong true-up 

tnechar~isni siiould result in stronger credit for the bonds and result in more of DASNY's 

i . l t e~~~\ l  trndertaki~l~: energy efficiency inlprovernents thereby reducing the amount that 

nitrst he ilc~ wcil t'r~>111 other sources to achieve the energy elticiericy goals established by 

[lie l:PS p i~~ce t :~ I i t i~  

\ V r  look i h l ~ v a r d  to having further discussion with vou on our proposal 


