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MR. PARELLA: | am Joseph Parella fromthe
Depart ment of Public Service. | would like to wel come
you all here today. Thank you for comng, taking tinme
out of your busy schedules to help us put together a
proposal on this geographic bal ancing issue.

Just a couple of logistical matters. There
is a sign in sheet going around. Pl ease sign your names
to the sheet, please. And as we go through the day, and
you want to make a presentation or offer up any
comments, if you could please introduce yourself and
your organizati on.

We have a court reporter here today and she
is going to put together a transcript for us, and it
woul d hel p her greatly if you introduce yourself and the
organi zation you are with, and if you could do that
every time you speak up that would be great.

The one other piece of information | need
from you is: Ot her than Con Edison, are there any other
groups or individuals who will be making a presentation
in addition to the Department of Public Service
presentation? So, just the DPS and Con Ed, then. OCkay,
very good.

| just want to give you a little bit of a

summary of why we are here today, and then we can go
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around the room and do introductions. In its recent
order, which I think was out on January 8th or 9th, the
Comm ssi on addressed the geographi c bal ancing issue

whi ch has come up in response to SAPA notices, and at
the technical conference that the Comm ssion held in
Oct ober.

And what the Conm ssion said was that
parties who are concerned about this issue raised some
valid points, and that staff should put together a
proposal that deals with this issue for 1SO zones G, H,
| and J.

The Comm ssion gave staff three months to
report back on this matter, and suggested that a budget
of up to, and that's an inportant phrase here, up to $30
mllion annually was an inportant consideration in
addressing this matter.

The Comm ssion said for planning purposes
that it would like to focus whatever proposal staff
finally recommends on three technol ogi es: Larger scale
PV, anaerobic digesters, and fuel cells.

The Comm ssion also said that it would
|l i kely base its decision on this geographic bal anci ng
matter in concert with its decision on the customer

sited tier, which will be taken up at the same time at
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either the March or |ater session.

Finally, the Comm ssion said that when it
| ooks at the geographic bal ancing proposal that staff
devel ops, and the customer sited tier proposal, that it
hopes that whatever plan staff proposes optim zes the
expendi ture and depl oyment of these resources.

So, are there any questions before we start
on what the Comm ssion had to say in its January order?

MS. M LETICH: The way that you are speaking
about this, and I'"'mjust trying to recall what the order
actually said, the geographic bal ancing proposal, that
is related to the customer sited tier and those
activities?

MR. PARELLA: The Comm ssion would like to
link consideration of both when it addresses the matter
in March or April, and they are definitely rel ated,
because the three technol ogies the Comm ssion wants to
focus on for planning purposes are also in the custonmer
sited tier.

MS. M LETI CH: And they are not in any way
related to the main tier.

MR. PARELLA: PV, for instance, is an
eligible technology in the main tier.

MS. M LETICH: So, the geographic proposal
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could potentially apply to that as well

?

MR. PARELLA: The Comm ssion wanted to focus

on -- well, the Comm ssion did say it was interested in

| arger PV installations as part of this
Now, how | arge they would be, | am not
Let's go around the room fi

start asking nore questions again.

initiative.

sure.

rst before we

| *'m Joseph Parella fromthe Departnment of

Publi c Service.

MS. PALMERO: | ' m Tina Palmero from the

Depart ment of Public Service.

MS. M LETI CH: Radm la Mletich with |PPNY,

| ndependent Power Producers of New York.

MS. JOHNSON: Davi d Johnson, from the | aw

firmof Read & Lani ado, for Independent
of New YorKk.

MR. DANI ELS: Tim Daniels,
Energy.

MR. TI ERNEY: Good nor ni ng.
UTC Power . Manuf acture fuel cells.

MR. KAMEN: Good nor ni ng.

Power Producers

Constell ati on

Bob Ti erney,

Ron Kamen, Earth

Ki nd Sol ar and New York Sol ar Energy I ndustries

Associ ati on.

MR. ZALCMAN: Fred Zal cman,

Sun Edi son.
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MR. SOBOLEWSKI

Power .

MS. ADAMS:

Gas and El ectric.

MR. CAMPAGI ORNI :

Heat her

Jane Qui n,

Deni se Nel son,

:  Terry Sobol ewski, Sun

Adams, Central Hudson

Ant hony Canpagi orni ,

Orange & Rockl and

Con Edi son.

Jim Gal |l agher, City of New

| ' m Steve Hammond.

Keith Corneau, Enmpire State

Central Hudson Gas and Electric.
MS. QUI N:
Utilities.
MS. NELSON:
MR. GALLAGHER:
Yor k.
MR. HAMVOND
MR. CORNEAU:
Devel opment .
MR. MORRI S:

Climte Center.

Jackson Morri s,

Pace Energy and

MR. SARCO: Peter Sarco, NYSERDA.

MR. LEVY: Dana Levy, NYSERDA. My group
runs the custonmer sited tier.

MR. NACHM AS: Stuart Nachm as, Con Edi son
and O&R.

MR. RAVID: Christopher Ravid, Con Edison
and O&R.

MR. BARW G: FIl oyd Barwi g, Departnment of
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Publi c Service.

» » » 3 3 3 D D

New York City.

MS.
VR.
VR.

Ener gy Choi ces.

MS.

MR.
Associ at es.

MR.
Associ at es.

MR.

MR.

MR.

MR.

Energy.

MYERS: Warren Mers, staff.

RI ENZO: Tom Ri enzo, staff.

STEWART: John Stewart, DPS.

FRANCI S: Frank Francis, Brookfield.
BARONE: Tom Barone, NYSERDA.
STRAUSS: Valerie Strauss, Alliance.
REI'S: Jim Reis from NYSERDA.

COL GROVE: M ke Col grove from NYSERDA

ANDREWS: Sue Andrews, NYSERDA.
JEFF DANI ELS: Jeff Daniels, Con Edi son.

ROSE: Janmes Rose, Network for New

JOSEPH: Janet Joseph, NYSERDA.

PLUMVETT: Neal Plummett, Plummett and

W GER: Scott Wger, Plumett and

HOFFSTATTER: LI oyd Hoffstatter.
PETERSON: Jeff Peterson, NYSERDA.
POVERS: Paul Powers, Enmpire Advocates.

| RISH: Jeff Irish, Hudson Valley Clean
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MR. LARSEN: Scott Larsen, NYSERDA.

MR. PARELLA: Continue with the questions.

MS. MLETICH: Well, | was just trying to
under st and what the exact scope of the proposal is and
whet her or not it would affect any activities in the
main tier, to the extent that there may be utilities.

MR. PARELLA: | think there was an interest
from the Comm ssioners to focus on the technol ogi es that
t hey enumerated, and they are nostly associated with the
customer sited tier; however, we are here to get input
from everyone.

| didn't read in the order that there was a
prohibition to include technol ogies that m ght be nore
appropriate for the main tier, but | think there is --
but we will see how the day goes and what people have to
suggest, but | didn't see a prohibition in the order.

MR. GALLAGHER: | was going to say that |
agree with your interpretation. | mean the way | read
the order is that for the purpose of this neeting it's
neither main tier nor customer tier. It's just design
an appropriate program.

| think some of the issues that we discuss,
are we tal king about behind the meter? Are we talKking

about putting power directly into the grid? And a | ot
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of the nuances are going to dictate where this program
ends up.

| think for the purpose of today we shoul d
probably put aside whether it's main tier or customer
sited tier.

MS. M LETI CH: So, on this point we are
tal ki ng about overall utility involvement in that
potential period no matter what section of the RPS.

| s that what you're saying?

MR. PARELLA: | think we are trying to
devel op a geographic bal ancing proposal that satisfies
t he Comm ssioners' concerns.

MS. PALMERO: Just nore specific to your
poi nt, Rad, under the notes of the straw proposal it
tal ks about utility and non-utility entities being
eligible to participate in the solicitation for the
straw proposal anyway.

MS. M LETICH: That's why | am asking.

MR. PARELLA: Are there any other general
guestions or concerns folks want to raise before Tina
goes through her presentation?

MS. PALMERO: | have some extra copies of
the staff proposal over on that table if you need one.

| don't want to go ahead and read through the whole
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thing, but I will just touch upon the thinking of
putting this together as a straw.

As Joe articulated, the Comm ssion asked
staff to consult with parties to develop a plan,
including a solicitation method, to address this
geogr aphi ¢ balancing within zones G, H, | and J.

And in preparing the straw proposal that
staff put out on the RPS |list serve, the RPS |list serve,
we had some guiding principles that either came directly
out of the order, or things that we believed would help
in designing a program

There are five of themlisted. As Joe
stated, the program-- we would like to see the program
optim ze the planning and budgeting and depl oyment of
all resources within the RPS program so we don't have
duplicative efforts going forward.

We believe that the Conm ssion was in its
order | ooking for larger installations. Again, the
customer sited tier has primarily focused on some of the
small er eligible technologies directly. Obviously,
customer sited PV obviously has been nmostly on the
residential side. So, again, looking for some of these
| arger installations and we've noted in here above 50

kil owatt .
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The other issue that was noted in the order
is that, for those fuel based technol ogies, there is a
strong interest to have those fuel based technol ogies
use a renewable fuel stock. The RPS order, the initial
RPS order has laid out what eligible biomss fuel stock
is. So, within those paranmeters we would Iike to see
renewabl e fuels used for anaerobic digesters and fuel
cells.

The Comm ssion also pointed out that it was
interested in accounting for the know edge and expertise
of the distribution conmpanies within those zones, and
| ooking for places along the distribution system where
it would be an added value to put sone renewabl e
resources along those systens for added support.

And so, in trying to conme up with a very
sort of sinple straw proposal, the six line straw
proposal, which is a conmpetitive block installation,
It's very straightforward. Has the size over 50
kil owatt.

There would be a split in the budget. $5
mllion would be for zones G and H. $25 mllion would
be for zones |I and J. And that was based on an historic
annual average of the energy use by those zones to cone

up with that list. The selection criteria would
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primarily be cost, |evelized cost of energy per dollar
per Kkilowatt hour.

We were contenpl ating, and we put on the
table, this additional adder that would be established
for projects installed along the distribution system,
but utilities would have to identify where those
desirabl e | ocations are. Not necessarily an exact
point, but within a zone on a distribution system

That would make it more fair and equitable
for all those who were bidding on or entering a bid in a
solicitation, to make sure that the information was out
there so it didn't give -- so it wouldn't be
di sadvant ageous for somebody that wasn't a utility.

In terms of payments, it would likely be a
conmbi nati on of install capacity and performance paynent.
How t hat split would be is open for discussion, as well
as how much the adder for projects installed along a
di stribution system that would provide additional
di stribution support, that's also open for discussion.

And so the notes along the -- on the bottom
of that sheet just talks about the things |I have
di scussed. Value added portion of the solicitations to
be identified up front. A panel would convene to go

over the solicitations and evaluate the proposals and
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bi ds.

A couple of key things. These |larger scale
projects are expected to be nore cost effective on a
unit per incentive basis than the existing customer
sited tier.

Again, | know that program wi |l not be
deci ded by the Comm ssion until a future date, but for
t hose of you who have either participated or are
knowl edgeabl e on the former customer sited tier program,
we woul d be | ooking to receive econom es of scale. So,
t he assunpti on would be that they would be nore cost
effective than those in the customer sited tier,
formerly in the customer sited tier.

So, that's essentially it. Pretty brief.
Pretty straightforward. | know there's going to be a
| ot of questions about it and some suggestions on how to
improve it. That's what we are | ooking for.

So, with that, we will just open it up for
di scussi on.

MR. FRANCIS: W agree with the concept of
geogr aphi ¢ bal ance, however, to exclude certain
resources, certain eligible resources fromthe mx, we
think that is not an appropriate way to go.

And an exanple of the rationale behind that
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is: We have devel opers who have invested mllions of
dollars in controllable lines to help to alleviate the
congestion in New York City in zone J. And controllable
lines do have the ability to bring in renewabl e energy
into zone K.

We think that this should be opened up to
all eligible resources as long as they deliver into the
zones noted in the program instead of just restricted
into the listed resources, anaerobic fuel cells. W
think it should be opened up to all eligible resources
as long as they deliver into those affected zones.

The way it is right now, we do have
renewabl e energy comng in from Canada into New York,
into NYSERDA program It's pretty nmuch essentially the
same thing. If you can bring renewable energy in from
PJM across the controllable line into zone K, | think
t hey should have the opportunity to participate. They
are serving the function of the RPS program the concept
of geographic bal ance is intended for.

So, that's our conmment. We think it should
be opened up on the broader scale to all eligible
resources.

MS. PALMERO: Thank you.

MR. ZALCMAN: | have some comments on the
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proposal, but maybe if | could just start by asking a
few questions of clarification.

MS. PALMERO: Sur e.

MR. ZALCMAN: It tal ks about providing block
incentives on the base of |levelized cost of energy. I
am assum ng that the programis only funding the
required incentive, not the full install cost of the
system

MS. PALMERO: That is correct.

MR. ZALCMAN: And the adder, would that
basically come out of this pot of money, or would that
be an additional revenue stream provided by the
utilities to offset otherwi se required distribution
system costs?

MS. PALNMERO: It would come out of this pot

of money. | guess we were envisioning it simlarly to
the econom c devel opnent adder |ike they have in the
main tier. There would be this additional adder.

What the weight would be, whether it would
be like the 70/30 that's in the main tier, or different
split, that's still to be determ ned, but that was the
initial thinking was it would definitely come out of
this block of nmoney.

MR. ZALCMAN: Thanks.
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MR. GALLAGHER: Just on that point, it seens
li ke some PV installations, which you are going to be
wor ki ng during the summer when power is nost expensive,
should earn a prem um | am not sure the incentive
alone fromthe RPS is going to be adequate.

It would be nice to find a way to, just I|ike
with the main tier, they could get paid | ocational base
mar gi nal prices for the value of the power.

So, | think that should be an option that's
open at least to further discussion.

MR. TI MOTHY DANI ELS: We woul d be opposed to
allowing utilities to bid into the program New Yor k
has had a | ong standing policy, about ten years now,

di scouraging utilities to own generation. A |ot of
reasons behind that.

Some may see this as sort of a small -- this
isn't a large resource, we're not talking about a 500
megawatt plant, but | think a |lot of the same principles
apply.

What | would say, as right now putting on ny
devel oper hat, there is a very good argument that it's
al most i nmpossible to set up a level playing field in
terms of bidding. The utility is almst always going to

have sonme kind of advantage in the way the bidding
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structure is set up. And allowing utilities to bid into
t hese programs is going to discourage other devel opers
to participate.

And | want to point to the exanple. | mean,
obviously the Comm ssion wants to make sure this program
is coordinated with the needs of the distribution
system Obvi ously the utility needs to be directly
involved with that.

But there is a fairly long history in Con
Edi son territory of programs being devel oped that
utilize non-utility devel opnent, devel opment doll ars,
and yet support the system There's targeted DSM
program whi ch has been operating for several years, been
quite successful, and the targeted demand response
program | guess two or three years operating now.

So, there are ways of structuring this that
all ow private sector devel opnent and | everage that with
the utility's knowl edge to make sure that you optim ze
the benefit to ratepayers in terms of distribution
system support.

MS. PALMERO: | understand that and
appreciate that conmment, but the thinking was there are
utility-owned facilities that perhaps some of these

eligible technol ogies could be placed on, and so that
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was the thinking.

And in ternms of them having this advantage
over non-utilities, if it's because they could
potentially have influence over the whole
interconnection into their system | am not sure where
el se.

MR. TI MOTHY DANI ELS: | think it's --
woul d point out two things.

One woul d be information that's avail abl e.

A lot of programs -- and | am generali zing. | am

t hi nki ng of other states where this has been attenpted.
Sonmetinmes a utility has information that's proprietary,
it can't be shared with devel opers, and it gives them an
advant age in the bidding.

The other place is if the Comm ssion does go
in this direction, a |lot of thought would have to be
given to the cost allocation and the risk management,
because we have seen in other states when these progranms
are devel oped there's supposed to be a |evel playing
field.

You will see when you start digging down
that the risk allocation in sonme way -- for exanple, if
this is structured, if there is any risk that is passed

t hrough the delivery portion of the bill, you have a
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cost risk. That immediately creates an unlevel playing
field.

So, this would have to be set up so the
utility has all the same risk a non-utility has.

MS. PALMERO: That's what we woul d hope to
set up, a very even playing field.

And in ternms of them having additional
knowl edge about their distribution system the intent
was for the utilities up front to come in and publicly
state these distribution systems, or within these areas,
t hese would be good sections to provide additional
di stribution support.

So, those would be |ike the adders within
the solicitation. If you can place a project within
t hese certain areas, this would give you this additional
adder. And everyone woul d know what those |ocations
are. The utility couldn't come in and say, well, this
is going to provide distribution support and sonebody
else didn't know about that | ocation. It would all be
upfront.

But | can appreciate the things you are
saying with maybe some ot her know edge, but we would
hope to try to flush all those out.

MR. Tl ERNEY: | have got a question,
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actually a couple of questions, on guiding principle
nunber three, and | am sure some follow on questions
once | hear the answers.

Can you tell me a little bit about the |ogic
of creating that principle in terms of limting
renewabl e feedstock and how you envision the production
incentive paynments. From reading that it sounds |ike
there would still be eligible -- natural gas system
woul d be eligible for some sort of an up front paynment,
but progress payments or production of the energy would
be not allowed to have a paynment, if | read between the
i nes.

MS. PALMERO: Il will try to explain what the
t hinking is here.

We see that there is a |ot of untapped
met hane in these zones, especially down in New York City
where we have got some of these waste water treatment
facilities. | know a lot of those are NYPA customers so
t hey woul dn't necessarily be eligible unless there is a
way you could get a custonmer associated with that.

So, the feeling was if you could put a fuel
cell in a location that could utilize some of this
met hane gas, recognizing that there m ght be sone

i nstances where you would have to use natural gas to
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suppl ement, but the actual payment would only be based
on the portion of the renewable fuel that is being used.
So, you could use both natural gas and the
renewabl e feedstock, but you would only get paid for the
renewabl e fuel that you are using under this program
So, it's a good question with the actual up
front capacity payment, how that would be structured,
because if you were nostly going to be using natural
gas, and maybe just a small percentage of a renewabl e
fuel, | guess we would have to think about that a little
bit nore, how nuch would be an up front payment as

opposed to a production payment, but that was the

t hi nki ng.

MR. TIERNEY: Thank you. Just a couple of
foll ow on questions if | may.

Waste water treatment plants clearly are a
source of methane. Beyond that, |'m not a hundred

percent sure where that would be in the city
environment. And, you are right, a lot of the waste
water treatment plants are owned by NYPA. W have eight
or nine fuel cells that are already supporting those.
We'l|l have to scratch our heads a little bit and figure
out where else that m ght be.

| guess one other question in regards to the
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bio fuel, would it need to be directly fed into the fuel
cell? California has just passed an all owance for what
they are identifying as directed bio fuel.

What that means is somebody may find an
opportunity to clean up methane and work with the
utility to put it into the pipeline, but then you would
contract with them or that source for the methane, but
of course you wouldn't be getting the same nol ecul es
t hat you would be putting into the system and would you
envi sion some scenario |like that qualifying for
incentives?

MS. PALNMERO: | think we would be open to
t hat . | would have to think about -- we would have to
t hink about that a little bit nore and delve into that.

MR. TI ERNEY: It's like a gas REC
essentially.

| guess the |last conmment, obviously sone of
the things driving renewable energy is the reduction of
greenhouse gases. And fuel cells, in and of thensel ves,
don't necessarily result -- fuel cells on natural gas
don't necessarily result in reduction of greenhouse
gases.

However, if they are used in combi ned heat

and power scenari o, we have seen significant reductions
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of greenhouse gases.

| would urge the Comm ssion to | ook at
al l owi ng natural gas and paying for capacity paynents,
but maybe there is a certain threshold for heat use that
maybe puts it on a nore equal footing with some of the
ultimte goals of the program

Thank you.

MR. GALLAGHER: Just to follow up on this
NYPA point. And | think it's conplicated sonmewhat and,
first of all, clarification. The waste treatment
facilities are owned by the city.

MS. PALMERO: Ri ght, but they have NYPA
power, you are right.

MR. GALLAGHER: But the point | wanted to
make about NYPA custonmers -- and we have been tal king
about potentially paying a premumto custonmers that are
installing PV or some other renewable at the point in
the distribution systemthat's providing distribution
system benefits.

And the point | want to make is NYPA
customers are also Con Ed delivery customers and they
pay Con Ed delivery rates. In fact, a recent Conm ssion
order directed that NYPA customers pay for certain Con

Edi son demand reduction prograns.
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So, the line gets blurred sonmewhat when we
are tal king about the distribution system benefits.
Systens that are installed on NYPA customer facilities
in certain locations will provide |local distribution
system benefits. So, |'mjust making that point that
requires further attention.

MS. PALMERO: Thanks, Jim

MS. ADAMS: We are just |ooking | guess for
mor e gui dance and clarification in ternms of announcing
opportunities where there are distribution benefits, how
are we going to quantify them how often we need to

reeval uate them

MS. PALMERO: Well, thinking of a
solicitation once a year. At sonme point prior to the
solicitation we would ask the utilities to conme forth

with informati on on areas along their distribution

facilities.

Trying to -- | know in ternms of the
confidentiality of this information, | don't think it
woul d be, but the utilities will come in saying either

along this system between these two points, we could
use distribution support. And that would be made
avail able to all bidders within that solicitation.

So, if a project that bid into the
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solicitation was within this area along the distribution
system they would get this adder. So, to answer your
guesti on: | think it would be a once a year if that's
how frequently we were going to provide the
solicitation.

And if a utility came in with a project that
was in an area that was advantageous for the
di stribution system but it wasn't on the filing that
they made prior to the solicitation, it wouldn't count
because it wasn't made avail able to all bidders.

Very basic, so, if you have any ot her
suggestions on how to count that distribution adder we
woul d be receptive to further input.

MR. NACHM AS: | wanted to go back to a
question for the gentleman about the fuel cells. If it
wer e natural gas, for exanple, not a renewable fuel.

And | understand that if it were a CHP type
set up it would provide efficiencies but it wasn't clear
how that fits under the RPS or how it's different from
ot her DG technol ogy other than that fuel cell that m ght
provide in a CHP context that same benefit.

MR. TIERNEY: That's a question for me?

Fuel cells on natural gas are qualified as

class one renewables in the State of New York, so they
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are renewabl e power.

MS. PALMERO: He's referencing the fact that

they were in the customer

former customer sited tier program

cells on natural gas were eligible.

MR. PARELLA: | think we need to be clear
that | think our intent, our preference, Tina, is if
fuel cells are to be considered we would like to see
them fuel ed by a renewabl e fuel

MR. GALLAGHER:

to you is open, for exanple,

met hane out of a waste

into the systemto offset natural gas that's used in a

fuel cell, | think you

don't have to run it directly through the fuel cell.

MS. JOSEPH:

primarily renewabl e resources for

definition for anaerobi
determ ning the eligibi

wat er treatment plants

treatment facility, inject it

woul d get the same benefit. You

If we are,

c digesters,

lity of feedstocks from the waste

in New York

absol ute threshold issue.

| f those feedstocks are not eligible, the

renewabl e supplies, other than PV,

become quite limted.

There m ght

sited tier of the -- the

source.
One option | would suggest

if you can get increnmental

fuel cells, and by

in the RPS where fuel

i ndeed, | ooking at

this issue of

City is just an

in the metro area

be some supplies via
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food digestion, for exanple, at Hunts Point, but it's
really a very threshold issue.

Dependi ng upon the determ nation of whether
t hose biol ogical feedstock are in or out, it mght
become just a PV programin the metro area, which could
have merits as well . So, | just want to underscore that
that's a very threshold issue.

MS. PALMERO: You are not talking about the
actual feedstock because the feedstock is an eligible
technol ogy, but you are tal king about the NYPA -- the
relationship of the customer, right?

MS. JOSEPH: Ri ght . That's a real threshold

i ssue.

And then one other just conmment | wll put
on the table somewhat unrel ated. In terms of having the
utilities identify the critical areas in their
di stribution systems, | think that's certainly something

t hat could be done through a coll aborative mechani sm,
maybe even establishing an advisory group for this
geographi ¢ bal ance conponent going forward.

| think also, on the tail end, we would all
benefit if the utilities were deeply engaged in
conducting an analysis of the econom c value of the

resources in the distribution system
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We have been grappling with this throughout
the RPS technical workshop. So, | think there is a very
significant role in identifying the geographical -- the
specific locations for the resources, and then also in
sort of analyzing froma fairly hard economc
perspective the realized value of the resources. So, |
woul d put that on the table.

Just lastly, there are some institutional
mar ket barriers in the metropolitan area that we are al
aware of, and | think that we would need to be
addressing those sort of in a conplementary manner with
t he program

It m ght not even need to be RPS resources.
For exanple, we have talked with Con Ed and others, on
the PV side we know we need to do a little bit nmore in
terms of training the building inspectors in the
metropolitan area. So, we shouldn't forget that there
are market barriers in the metropolitan area that even
sometimes the RPS dollars m ght not address.

So, just wanted to put those comments on the
t abl e.

MR. PARELLA: Thank you, Janet.

Regardi ng your first comment, getting way

ahead of myself, but |I think as part of the next steps
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we are going to ask for written conments.

Jim it would be really helpful if the city
really provided some information and perspective on this
NYPA- New York City relationship. That would be really,
really useful.

MS. NELSON: As Ms. Joseph had mentioned, we
do have a presentation we would |like to make afterwards,
and | think there will be sonme overlaps so |I don't want
to go too far astray, but on some of the points that
have been di scussed so far.

First of all, we do work in a very congested
area, so, | think that everybody is aware that the costs
of upgrading and mai ntaining our system are significant.
These efforts towards understandi ng sone of the benefits
there are certainly very nuch appreciated.

And some of nmy questions, specific to your
proposal and to that point, perhaps this is getting a
little bit ahead of nyself, have to do with some of the
timng of when our analysis would be done and provided,
and then when these projects, if there would be a
requi rement for the projects to be on line by a certain
time.

And then, in getting to Janet's point also,

what kind of follow up or nmeasurenment, because certainly
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in order for our -- to value what that benefit is, it
needs to perform and that's something very, very
i mportant.

So, again, perhaps this is further down the
road in the devel opment of the programs, but it's
sonmet hing that would be very inmportant in terms of
really capturing that value towards |onger term being
able to offset some infrastructure and costs.

MS. PALMERO:. Any comments you have about
t hat, because that's a good point, if we are going to
provide a part of this as a production incentive what's
the term of that production incentive? 1Is it three
years? Five years? Does it go out beyond?

So, if you have sone feedback on what you
think is a good term for that, that would be hel pful.

MR. TI MOTHY DANI ELS: Has staff thought
about -- this is getting back to the utility and
non-utility conpeting in the bidding process.

One bit of information that | think would be
difficult to bid if a non-utility entity didn't have
information on some of the interconnects.

What | mean by that is: We have this fault
current map that Con Ed updates and is on their website.

For dispatchable resources, a non-utility entity could
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determne, if given information -- which | assume Con Ed
woul d do, they have done with their targeted program --
informati on on the nunmber of accounts in a particular
network that are in different size ranges, they could
determ ne sort of a market potential alnost for that

ar ea.

But solar is a little more difficult because
with solar, unless you are going to build it small
enough so it's absolutely never going to export, in nost
cases there's going to be sone kind of exporting, sonme
net metering aspect to it.

Ri ght now with the Con Edi son system and
Con Ed can correct nme, maybe |I'm wrong on this, but if
you | ook at a case by case basis, and depending on the
feeders that are involved, in some cases there is
al  owance for sonme export as long as it doesn't back
feed into the system

| am not an engineer, but it's back fed into
the system at sonme point. That's information that if
you are trying to figure out to go to network how much
sol ar woul d be avail able, unless a non-utility entity
had that information it would be very difficult to
determ ne.

They would have to bid very conservatively.
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They woul d have to assune that they could only install
systenms at facilities where there would be no exporting.
Wher eas, a Con Edison distribution engineer can | ook at
that and do it kind of easily, but there's a capability.
They could | ook at that information and determ ne where
there m ght be a possibility of some sort of exporting
it in individual sites.

So, | mean | am guessing you probably
haven't gotten into that detail. Maybe | would throw it
out there as one of the issues that have to be worked
t hrough.

MS. PALMERO: | am just thinking in ternms of

one of the renmedies for that is whether we do this in a

col l aborative fashion or if the utilities submt some
kind of filing with these areas along their network that
woul d be subject to this adder, if they could also

identify sort of the threshold Iimts on those portions
of their network projects. Up to a certain size could
be sustained on this portion of the network.

So, it would give some additional
i nformation. | am not sure if that would work but I'm
just trying to think.

MR. Tl MOTHY DANI ELS: The issue of which

sites you could do the net metering at comes down |
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think, really, to nore specific sites. Maybe it's just
alittle cluster.

The issue there is that for non-utility
bi dders to have the same information, Con Edi son would

have to say potentially like those four buildings you

could potentially do sone. In those three you can't.
In the past, | don't think in these sim|lar
types of -- like in the targeted program that |evel of

specificity was never given because the thinking was
t hat went beyond that kind of confidentiality issues.
MS. PALMERO: Right. We will have to think
about that to make sure we make it as |evel a playing
field as we can and if we can't then we will alter that.
MR. LEVY: ' ve got two quick comments.
First, regarding the issue of customers that
don't pay into the RPS, there's been an advisory opinion
that's on file that has been instrunmental during the
customer sited tier program up until now that has
i ndi cated that the customers which do not pay into the
RPS can be still considered if there's "sufficient
public benefit".
That's been taken on a case by case basis.
Woul d that be under consideration as well in this

program? Would it be possible to consider that




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

34

customers that don't pay into the RPS can still be
perhaps eligible if this issue of sufficient public
benefit holds true? That's item number one.

ltem number two that | wanted to mention is
t hat NYSERDA has been pronoting installation of systens
at sites that can serve as facilities of refuge during
natural or a manmade disaster, or a grid outage, and we
have been providing an adder in the fuel cell programto
systens that are capable of running during the grid
outage and are sited at a facility that can serve as a
facility of refuge.

So, in the discussion of adders in the
programs, that m ght be an additional adder to consider
aligned with important public policies.

Thank you.

MS. PALMERO: Certainly. Thanks, Dana.

Dave, did you have --

MR. JOHNSON: | have a question.

How does the current customer sited tier
work with respect to the utility participation? 1s the
customer the utility or is it always a customer, a given
customer, so it's a relationship between the conpany
installing the fuel cell or the PV, and a particul ar

customer, or is it with the utility? And in this
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program would it work the same way or be different?

MS. PALMERO: The former customer sited tier
it was -- in the case of PV, it was the installer who
applied for the incentives. NYSERDA had a |ist of
eligible installers that went through NYSERDA-sponsored
training and they were the ones that were applying on
behal f of their -- a customer, nostly residential and
some commercial and non-for-profit.

But the understanding was the eligible
installer who applied for the incentive, all the
incentive would go back to that customer. So the
customer would get the full advantage of it, but it was
the installer. So, there wasn't this utility
rel ationship other than the fact that they had to apply
for interconnection and work with the utility, but the
utilities were not applying in the former customer sited
tier program

This is a little different that because of
the Comm ssion's desire to optim ze sonme of these | arger
installations along the distribution network, especially
in New York City, that they are interested in getting
utility input.

And so, again, as a first blush with the

straw, we thought it would be appropriate if utilities
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could then bid into the process as |long as the playing
field was |evel.

MR. JOHNSON: | guess in this situation an
exanpl e would be: You have a fuel cell developer. You
don't have a particular relationship with the customer.
They would be selling the energy to the utility and then
the utility would resell that to the |ocal distribution
customers?

Or would the fuel cell devel oper install a
fuel cell at a particular customer's |location and then
conpeting with the utility to provide the service to
t hat particular customer.

MS. PALNMERO: It's interesting, because
there's so many different scenarios that could play out,
and | guess the thinking was we would put out the rules
and what we got back, there could be sonme very creative
arrangements.

| think the one thing is we just wanted to
make sure that customers who were paying into the RPS
really get the benefit of the program So, if there
could be sonme arrangenent where a fuel cell was |ocated
on a city property, but sonehow there is always the
t hi ng where you can | ease the |land for a dollar, and |

don't know, there's all these different kinds of
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arrangements that can be made so it benefits the utility
customer, the distribution customer paying into the RPS
t hat woul d be considered.

So, | guess nmy answer is it could be an
either/or situation. There could be a |ot of variations
on these projects. Again, | think the Comm ssion is
very interested in making sure, though, that those who
are paying into the program are receiving the benefit.

| think one arrangenment that's a little
concerning is if we didn't have some kind of control,
for instance, not to pick on New York City, but if al
the projects were put on New York City property that
wer e NYPA custoners, we would have to sort of figure out
what that benefit was to those that are paying into the
RPS.

But, as you said, a |ot of NYPA custoners
pay into the Con Ed or their delivery customers of Con
Ed who then pay the RPS charge. So, | guess there's got
to be some kind of further devel opment on that
relati onship.

Did I just totally confuse the --

MR. JOHNSON: In a standard RFP if a utility
is going out and soliciting for, let's say, energy

capacity, they are going to offer a long term contract
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to buy the energy fromthe project. And the project
woul dn't have to go out and be searching for individual
customers and make arrangements with them  They woul d
just have one contract with the utility and it would be
a lot sinmpler than if there is process where you would
be both competing to sell to the utility and then
potentially to other customers that m ght be | ocated
near the distribution |ocation.

MR. PARELLA: Let's do this. W understand
that the utility involvement, ownership issue, how they
woul d play in this game is really important to a | ot of
i nterest groups, and | don't want to really get bogged
down in a discussion of whether that's good or bad here.
We are going to ask for witten conmments and we
encour age people, if they have a specific concern, |et
us know in the written conmments.

| would really like to sort of focus on some
of the other issues or concerns folks m ght have, if
t hat ' s okay.

We understand it's a concern and a | ot of
t hought went into our preparation of this docunment
because we know it's out there. And we definitely want
to hear from you, but we also have a | ot of ground today

to cover on sone other matters, and if we could move
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al ong that would be good.

Maybe not.

MR. GALLAGHER: Just a point. The main tie
right now, the main tier programas it's designed,
devel opers get paynments. And whether they pay into the
RPS or not, the requirement on the devel oper is sinmly:
You have to put renewables into the grid.

And you can build a new facility. You can
build on NYPA-owned property. You can do anything. As
| ong as you put power into the grid you get paid.

MS. PALMERO: But that's getting streamed
back to the RPS custonmers who pay into, the RECs get
streamed back to the customers through their utility.

So, different than the custonmer sited tier
where you were getting money to put these installations
on residential or comercial buildings.

So, | understand what you are saying, that
t he devel oper doesn't pay into it, but the attributes
that are created by that project that NYSERDA buys gets
streamed back to the RPS paying customers.

MR. GALLAGHER: Ri ght . | understand that,
but what | am saying is you can still have a project
devel oped by a third party on, say, a NYPA facility or

non-utility customer, that if it's putting the power

r

a
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into the grid it's achieving the same benefits.

OCkay, Joe, we will move on to sonmething
el se.

MR. ZALCMAN: Maybe not quite. Maybe this
is another way to parse the issue.

| think there is -- and obviously the
utility issue is controversial and tricky, but | think
there is an inportant distinction between projects on
the customer side of the meter and projects on the
utility side of the revenue neter.

I f what you envision by utility
participation is projects that the utility devel ops on
the custonmer side of the meter, that really puts the
utility in direct conmpetition with third party
devel opers, and seens you are |osing the |everaging.

The devel opers are bringing private capital
to bear to devel op renewabl e projects. If a utility
participates in a solicitation, where does that
incremental cost conme from? |Is it comng fromthe
customer on whose prem se the facility is |ocated and
receives the energy fromthat system? O is it com ng
from ot her custoners?

| think in the |latter case, you have got the

lion's share of customers paying for benefits that are
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concentrated on the host. | think if you are talKking
about utility participation, where the power flows into
the grid for the benefit of all customers, that is
perhaps a different situation.

And there, | think, we would just expect,
again, that if the utility is conducting this that it
issue a conpetitive solicitation to allow third parties
to participate in that process.

MR. GALLAGHER: Can | just ask the solar
peopl e here, and possibly the utilities, do you
anticipate doing only behind the meter projects, or do

you expect to have some projects putting directly into

the grid?
Has anyone t hought that one through yet?
MR. TI MOTHY DANI ELS: We are a sol ar
devel oper. We have projects in all the surrounding
st at es.

So, | think that we are |ooking -- not in
New York right now, but we are | ooking at projects
behind the meter and feeding into the grid, but in nost
cases, depending on how the incentives are set up,
usually it's more economic to have it behind the meter.

That tends to be where 90, 95 percent of the

devel opment is, but obviously you | ook out west you see
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there are huge wholesale grid feed projects being
devel oped.

MR. PARELLA: | am confused with how people
are defining feeding into the grid. Are we talking
about a one megawatt project that conforms with the | SO
rul es?

MR. TI MOTHY DANI ELS: | would say that
feeding into the grid in nmost cases |'m tal king about
somet hing that m ght start at, let's say, five to ten
megawatts.

MR. PARELLA: So, you are talking about main
tier.

MR. Tl MOTHY DANI ELS: It really would be
structured as a main tier.

MR. PARELLA: | just wanted to get
clarification.

MR. TI MOTHY DANI ELS: Al t hough there are
some places where there will actually be solar panels on
a facility because it just structurally it makes sense.
You woul d have a place to put them out of the way, it's
unused space, but yet they are connected on the utility
side of the meter.

They m ght be sized below the customer's

peak demands. So, Most of that power, electrons are
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flow ng i mMmedi ately back into the customer's facility,
but fromthe 1SO s perspective it would seen as a
whol esal e gener at or.

MS. NELSON: To get to Jim s question, Con
Edi son does see that there are sonme opportunities where
utility size solar projects in particular, in the New
York City area, do make sense, and that there are
opportunities for that.

War ehouses, for exanple, there is not
significant electrical demand for some of these
buil di ngs, yet they have flat rooftops, |ow
construction, and we see that, being on the utility side
of the meter, if that energy produced is -- particularly
if it's solar and it's day tinme energy, where we have
hi gher hourly clearing prices, that energy can be back
fit or can essentially offset some of the otherw se
whol esal e procurement that's going to need to be nmade on
behal f of the customer.

So, in that sense, that power that gets
generated by these projects benefits all of the
customers through the reduction in some of that peak
ener gy purchases.

So, we do see that there are opportunities

t here. | don't know if we are talking five to ten
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megawatt, but certainly one to two megawatt.

MR. KAMEN: First, this is a great step.
It's a nice step to see New York taking this initiative.

We | ook at this $30 mllion of geographic
equity as really being -- comng out of the main tier
with these econom ¢ benefits that are going to be
associated with it now being the step taken that needs
to happen to quantify these benefits in the | oad
pockets, the constrained areas in particular, the zones
t hat you guys are targeting.

We think that the customer sited tier piece
of it has been really successful over the last five
years. It really ballooned the solar market. 60
percent a year there's been in growth notw thstandi ng
all the other issues that are out there.

But when you take a | ook at sonme of the
surroundi ng states and the fact that New Jersey now has
a five gigawatt goal and we are |ooking at a relatively
smal | amount of megawatts, still, we think there's a | ot
t hat needs to be done.

This is one small piece of a plan that we
are going to be working on where there is various |levels
of opportunity, everything fromthe small customer sited

tier bearing on the residential, and the small piece,
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| ess than 50 kw, to where this one is now kind of a sort
of secondary tier.

But ultimately we need utility scale, much
| arger projects. While this we think can play a kind of
pilot role in maybe initiating some of that, what we
don't want to see happen is that, if you take a | ook at
yesterday's announcenent that NYSERDA went out and got
10 megawatts for $6 mllion, $1.60 a watt, basically
sort of prem um out there, and you divide that into $30
mllion, you get about 20 megawatts worth of resource
with current prices.

Maybe it's a little bit |ess because it's
Con Ed area, there will be higher costs, etc., so that
20 megawatt needs to be distributed so that's not just a
few projects that buy it up and | eave the rest of the
mar ket out .

So, what we would like to see is a couple
di fferent things. One, that, yeah, there's a
col l aborative effort that quantifies the fact that you
target those areas. If it's only 20 megawatts, maybe
the whole programinitially gets targeted to those
areas, that there's some split between third parties and
smal |l er installers of 50 kw up to a hundred, or a couple

hundred kw, to all ow other businesses that are grow ng
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and striving to now nove into this main tier piece, that

we allocate a piece to utility side projects that
there's specific piece that they do and that are allowe
to do, whether it's power purchase agreenents or other
ways that make sense, but specific to find they are not
competing unfairly, because ultimately we think that
utilities need to be involved in a much greater area in
rate base, a whole host of additional projects that wl
make econom c sense as to | ook at the additional
benefits that we are going to get out of these pil ot
projects.

In terms of the contracts and the
performance contracts, we think you should structure it
over ten years. Utimtely we want to have everything
driving toward the sanme pricing and the piece.

And | think that we need to be really
careful with this, that we want to encourage the next
step of growth and start getting towards the gigawatts,
but we don't want to |ose the small and medi um size
pi ece.

You tal k about over 50 kw. 50 kw is stil
relatively small project in Manhattan or the boroughs.
So, we want to make sure that that 50 kw, a hundred to

500 kw block is there and it's clear and we're

d

a
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i ncentivizing as the behind the meter piece in a way
t hat makes and that gets conpetitive bidding going and
doesn't have just a few parties buying up the | arge
pi eces of it.
MR. GALLAGHER: | just want to agree

completely with what Ron just said about this project,

initself, is nore |I would say in line with being a
pilot, and if we ultimtely do want to get to utility
scal e projects. | think in ternms of correcting the

regi onal equity problems, this project itself, even over
five years, does not do that.

The testinony that we put in is the
downstate area is already commtted to close to $300
mllion for the RPS program and | think we really need
to find a way to nmove toward the utility scale prograns
and |l arge scale main tier progranms in the city and
downst at e.

We will probably only see six megawatts to
20 megawatts com ng out of this program At the same
time, | think what staff has circulated is a good
proposal and | think it goes in the right direction.

There's some technical details that we wil
probably need to work out, but | think we always need to

keep in mnd that this isn't the ultimte goal. W want
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to go further than this. Looking for utility scale
opportunities, | think, is really something that we
shoul d consi der as nove forward.

MS. NELSON: I, first, would Iike to agree
with both of the coments here on the need for | arger
projects and utility scale projects, but |I also want to
poi nt out that, as Con Edison |ooks at its own customers
and hears fromits own customers, and assesses how we
use energy in our service territory, that it's also
i mportant to recognize that even the bel ow 50 kil owatt
in terms of solar particularly is important and can be
meani ngf ul .

We have 3 mllion customers and the average
utility bill is quite small, but when you add it all up
you see we have got huge demand in New York City and
it's made up of a ot of small customers, and each one
of those can do their part.

As we have seen through other energy
efficiency programs that these help at individual
customers' level. As we |ook at the solar progranms, we
think that there is a |large untapped potential bel ow 50
kil owatts al so.

These are some of the comments and sonme of

t he thoughts that we've been putting into this that we
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did want to share. | don't want to take up too much
time, but | do hope to be able to el aborate on it |ater,
but that these are sonme of the considerations that we
feel are important. And we are hearing from our
customers that they would like to be doing some of this
t hensel ves, and there are barriers that need to be
broken down.

And we feel that there is a utility role and
t hat working with NYSERDA we can get to sonme of this to
get to sonme of the smaller projects as well.

MS. PALMERO: Just to follow up on that, the
former customer sited tier that obviously targeted the
smal l er installations, so you are saying even go above
and beyond that not in terms of funding, but having a
utility role with respect to these smaller installations
above and beyond what the custonmer sited tier was set
out to do.

MS. NELSON: We just think that with
partnering with NYSERDA, we think NYSERDA has done a
good job and has good program infrastructure in place,
and certainly developed a | ot of good processes, but
that there is great name awareness of NYSERDA at a |evel
t hat when you get to the smaller customers, | think by

bringing the two names together there can be sone
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greater benefit and awareness that will help in bringing
sonme of these progranms to the customers.

MR. IRISH. W are a PV installer, designer
and installer in the Hudson Vall ey area.

First of all, | shudder every time | hear
you refer to the customer sited tier in the past tense.
We have 35 enpl oyees that hope that it's not solely in
t he past.

But | would like to see the 50 kil owatt
limt removed. And building on the comments just --
that we just heard from Con Ed, | think that it's a nyth
that | arger scale PV systenms would be nore cost
effective froma kilowatt per dollar incentive basis
than smal |l er systens.

NYSERDA just had a conpetitive bid, PON
1686, that was announced yesterday, the awardi ng was
announced yesterday, and they had $10 million that was
up for bid. Si x megawatts was one. As Ron Kamen
referred to or mentioned earlier, half of it went to
residential, small systenms, and that was in a
conmpetitive situation.

| think that denonstrates that residentia
and small systems can be conpetitive on a basis, dollar

per kilowatt per dollar basis with |arger systens.
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MR. PARELLA: It m ght be useful to remn
folks that the Comm ssion will be taking up the custo
sited tier program and funding | evels sonmetime in the

first quarter, if not at the March session, or April.

As we said in our opening remarks, they want

to |l ook at what's -- what cones out of this process i
concert with the decision it makes in the customer si
tier.

So, you need to keep that in m nd that

what ever we deci de here and the inmpacts it has on small

or larger customers m ght be remedied, in part, by wh
the Comm ssion decides to do with the customer sited
tier.

So, let's keep that in mnd. Okay?

MR. KAMEN: Just to be clear, our positio
with the customer sited tier is it should be at | east
mllion, which was beyond the | evel of the staff
proposal, and it should be targeted towards the sanme

constituency and billed over tine.

| think Jeff's point is well taken in that

if you allow people to build blocks into this programit

doesn't have to then have a mninmum or 50 kw is the
m ni mum, that basically people can build in block --

structure it so that they have to bid 50, whatever

d

mer

n

t ed
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number of megawatts or

to the same end resul

But in terms of

t.

Con Ed's piece,

portion of megawatts that you get

t here needs to be continued devel opnment, and our

proposal to get to two gigawatts, about 800 megawatts,

would come from smal |

er, less than 80 kw size systens.

And, clearly,

t hat mar ket needs to be

devel oped because that's where nost of the |oad

ultimately resides.

MS. ADAMS: A

are well taken about

Somet hing we would like to keep in mnd is that
are really going to grow sol ar
State and move toward utility scale size,

to consider the benefits to the distribution system

| ot

of these previous points

devel oping the smaller tier.

Wth the small er

going to get there.

We're not

systenms you are just not

a few 25 kw systems on circuit and defer capital

i nvest ment projects.

So,

we do have to keep in mnd

there should be a bal ance there.

MR. KAMEN: I

of the things we saw from the | ast

bundl i ng a number of

get the same benefit.

smal |

And

agree with you. However,

er

if

residential projects you

those are in targeted

absol utely,

i f we
seriously in New York

we al so have

going to be able to take

solicitation is by

one

| oad
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areas, that can be a tremendous security. So, you need
to start scaling absolutely. W need to start hitting
t hat .

In terms of utility scale, we think that
utilities should be involved at 5, 10, 20 megawatt and
bi gger projects because they are everywhere else in the
country, and that that should be where we start
incentivizing and capitalizing and socializing the cost
of those types of investnment, and getting you guys
involved in in terms of power purchase agreenents, if
not in actual ownership, for that generation.

So, we want to get to multiple gigawatts.
We want utilities on the |arger scale whol esal e piece of
it, but on the residential, rather, the distributed side
of it, we need to keep building the market and keep
buil ding bl ocks of that market, keep getting the
technol ogy out there and grinding the process out.

MR. PARELLA: W get it. This is another
i ssue.

Are there any other new issues, concerns,
people want to introduce on the staff proposal ?

MR. HOFFSTATTER: We are currently involved
in a nunber of installations throughout New York State

and other states, but we do a |large part of our work in
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the areas we are tal king about as being affected, |ower
West chester, New York City.

We are working constantly with Con Edi son,
New York City DOB, to try to simplify and get through
the interconnection process in a timely manner. That
seems to be one of the biggest concerns, barriers, etc.,
to the whol e process.

| think, while we are dealing with literally
on the wire by wire basis, it's something that needs to
be considered as a whole, so that not only us but new
conpanies as well can cone in, both on |arge and small
scal e projects, being able maybe to aggregate small
scale projects in residential and co-op type situations
to provide sonme of the scaling that we are talking
about, but to sinplify the process so that these
projects can go in a timely manner.

Labor, other considerations, working
particularly in New York City, are exacerbated by just

where we are trying to work, from getting to work,

what ever .

So, the less number of trips back to a site
to do something, the |l ess number of -- these issues we
can deal with the better. So, | recommend that we

i ncorporate or look at sonme kind of -- it's been tal ked
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about, but actually doing now sone Kkind of

i nterconnection process for both the customer

utility side of the meter applications.
Thank you.

MS. PALMERO: Thanks.

MR. LANDARD: Good nor ni ng. |
Director of Deepwater Wnd. W are a devel oper
of fshore wind projects in Rhode |Island and New Jersey,
and hopefully soon in New York. So, | would

t hank you for the opportunity to speak with you today.

The main point, | think, that

to raise is the idea of using some of these funds to
all ocate them to NYSERDA to do sone of the research that

woul d, down the road, expedite the siting and the

permtting of offshore wind facilities.

The timeline for permtting an offshore w nd

facility in federal waters is fairly | ong,

| ot of work that could be done early, and NYSERDA,

think, is positioned well to do that.

Specifically, if some of the RPS dollars

could be -- for the downstate allocation -

used for meteorol ogical towers, devel opi ng what

st andard

we woul

but there's a

- could be

resources are in federal waters; also |ooking at

current and wave forces are out there for

a tidal

si de and

m managi ng

of

like to

t he wi nd

d Iike

what

and
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wave energy, as well as also hel ping us understand what
the forces are so that we devel op our foundations so
that they can wi thstand the pressures out there.

Al so, Avian radar is very, very inportant.
Ri ght now the US Fish and WIldlife Service asks for a
two year study before we can even go in for permtting.

| f NYSERDA could do some of that work ahead
of time, any of the devel opers, whether it's Deepwater
or any our conpetitors, would be able to show that data
ahead of time and shorten the permtting period.

So, | should be very clear that we're not
asking for this for Deepwater Wnd. W are really
asking for the industry.

And | astly, there are mari ne mammal s and
other marine |ife that could be studied out there. The
Nati onal Marine Fisheries Association or group, and also
NOAA and some of the other groups would be interested in
t his.

This is simlar to what Rhode I|sland has
done. Rhode | sl and has sonething called the Ocean
Speci al Area Managenment Plan, Ocean SAMP, and they are
spending mllions of dollars studying the ocean so that
they can identify where to site offshore wi nd

facilities.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

57

It's simlar to what New Jersey is doing
with a $6 mllion ecol ogical baseline study that wil
then give us what the baseline is, so that after sonme
of fshore wind facilities are devel oped we can go back to
baseline and get a very good understandi ng of whet her
t here has been any effects of devel oping these offshore
wind facilities.

| n Rhode Island right now we have -- we are
very close to getting final approval fromthe Utility
Comm ssion up there to put up to eight turbines in state
waters for up to 30 megawatts of power, and we will be
in the water in 2012 and operating those turbines by
2012, probably the first offshore wind turbines in the
country. And within -- noving quickly fromthat to a
385 megawatt Rhode |sland Sound wind facility that wil
observe Rhode |sland.

And in New Jersey, along with our partner
Public Service Enterprise Group, we were selected by the
state to be the pilot project devel oper of a 350
megawatt offshore facility. The Governor in that state
a couple years ago decided that in order to create a
critical mass that could create the job devel opment and
job creation and econom c devel opment that they are

interested in noved from just having us be the devel oper
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to choosing two other devel opers as well .

So, the goal in New Jersey is 1,000
megawatts offshore by 2012. That will not be nmet. And
then 3, 000 megawatt by 2020, that's still, we think
feasible, if the federal government permtting process
rationalizes itself and nmoves forward.

So really, in summary, what we would like to
ask you to do is consider some of those funds to get to
NYSERDA to do the research that woul d expedite down the
road the permtting.

And we would |like you to start thinking
about how to fund these relatively large facilities, and
where the RPS funds get expended. A 350 megawatt
facility will generate about 1.3 mllion megawatt hours
of power a year. We |ook to 20 year term contracts.
That's what we think the life of our facilities are.

So, | don't want to be too aggressive here,
but maybe some type of carve out for ocean renewables is
something to be considered down the road in the 2014,
2015 timeline, but it's still something to think about
now.

That is what New Jersey is doing. They are
creating sonmething called the ocean REC, the ocean

renewabl e energy certificate, where the suppliers, the
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third party suppliers in New Jersey, will be required to
buy a certain amount of them each year.

Because we have an auction process in New
Jersey, we can't have PPAs because we never know who the
suppliers are. W need revenue certainty. And the
electric distribution conpanies were not too excited
about PPAs. Never could quite understand that, but
that's not where they want to go, so we try to go to a
back up position, which is having a regul atory mandate
t hat the basic generation suppliers purchase these ORECs
fromus so that we can get that socialization and the
support we need to move forward.

MS. PALMERO: Thank you.

MR. GALLAGHER: | want to respond to that
point. MWhile |I agree with you, and the city made
simlar recomendations that the Comm ssion consider
using RPS funds for sonme of the offshore wi nd
prelim nary research, my concern now is not to do it as
a carve out of this $30 mllion.

MR. PARELLA: Up to $30 m I li on.

MR. GALLAGHER: Don't do it as a carve out
out of this, but do it as an increment above this pot of
nmoney. | just believe that when you | ook at how far

this is going to go, this is not going to go very far.
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The other point | wanted to make is the
of fshore wi nd col |l aborative, which the city is involved
in, you also have NYPA and LIPA involved and | think
they need to step up to the table as well. It's
appropriate to use NYSERDA funds, | believe, to fund
some of the research, but definitely LIPA and NYPA have
responsibilities as well.

MR. LANDARD: Jim we do agree with you that
t he carve out should be in addition to the $30 m I lion.
We are very strong supporters of the solar and anaerobic
di gesters and the other customer sited tier work that
you are | ooking at here. So, we don't want to step on
t hat .

And we understand our magnitude is in a
different ball ganme than a | ot of what we are talking
about here today.

So, and also, we would welcome the
opportunity, and | can speak for all the devel opers, the
of fshore wi nd devel opers, working with LIPA, NYPA,
NYSERDA, to help give our expertise, what we have known
and | earned about how to do some of the research,
because we are devel oping in Rhode Isl and. Bl ue Wat er
is developing in Del aware. And there would be an

opportunity so that your staffs don't have to get up to
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speed. We could probably get them up to speed quicker
by telling you what we have | earned.

MS. NELSON: On this point of offshore wind,
this is something naturally Con Edison is involved in
and it's something that, as staff considers the points
t hat were raised today, | just wanted to add some of the
-- that the consideration also include some of the
benefits that offshore wind brings in that it's
generally a higher capacity factor and also higher on
peak capacity factor.

Al t hough offshore is generally nore
expensi ve than onshore to develop, it does have sone of
t he other benefits, as well as being closer to the | oad
center. Transm ssion costs also need to be considered
equally in ternms of getting into |and, but then also on
| and to bring upstate down to the point.

SPEAKER: We have also identified some
i nterconnect points that would not require virtually any
upgrades at this point. And 1.3 mllion megawatt hours
a year, that's a significant savings to custonmers. W
do have costs, obviously.

We appreciate your comments on the benefits
and we are bringing our energy froma conpletely

opposite direction than nost of the energy flow on the
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east coast so we avoid a lot of the congestion.

MR. PARELLA: Thank you.

Anyone el se have any comments on the staff
proposal ?

MR. GALLAGHER: Just very quickly, and | et
me | eave you with a few other specific comments.

One thought would be for the PV that you
al so consider an adder for storage. W are encouraging

storage to go with a nunber of the PV installations we

are putting in city buildings, but |I think it does add a

| ot of value to the project.

Second, | would recomend that you do two
solicitations per year, rather than one.

Third, | would strongly reconmmend incl udi ng
the city in some way in their marketing efforts with
NYSERDA, with Con Edi son. | think, for example, the
Econom ¢ Devel opment Corporation, we have our own |i st
of builders, developers and the |like that we routinely
work with, and the city owns over 4,000 properties with
about 20 mlIlion square feet Con Ed served space, soO
there's a |lot of potential for cooperation there.

Lastly, just a question. One thing that |
am | eft wondering when |I reviewed the proposal is what

kind of price threshold are we even tal ki ng about here?




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

63

The way the main tier works is you have a certain amount
of money. You put out the main tier solicitation. You
award contracts until the nmoney -- you run out of noney.

Are you thinking of sonmething simlar here?
So there wouldn't necessarily be a cut off point in
terms of econom cs?

MS. PALMERO: There could be like there is
with the main tier. There's a price threshold. W are
trying to make this even nore conmpetitive than the
customer sited tier. If we were getting bids that were
wel |l beyond that, | think there would have to be sone
kind of threshold but, yeah, up to a certain anount of
nmoney. So, you are right.

| am just curious. MWhy two solicitations a
year as opposed to one?

MR. GALLAGHER: | think that there is

potential in the city that we can do this a |ot nore

qui ckly. | don't see the need to wait a year.
MS. PALMERO: | guess |I'm just thinking of
t he pots of noney. If it's up to 30 mllion a year, |

t hought it m ght be npbre advantageous to go out once a
year with a |arger sum of money because if you go out
twice a year then you are cutting that pot in half.

MR. GALLAGHER: That's a good point. I




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

64

think one thing we could do is see what the response is
to the first solicitation and consi der goi ng out again,
because | think especially with the first tinme people
are just going to be |earning about this.

MS. PALMERO: Ckay.

MR. PARELLA: Anything else?

MR. ZALCMAN: This is kind of a getting down
into the weeds kind of a detail, but especially given
that it is a finite pot of noney, it will be very
i mportant that the solicitation have significant
m | estones to ensure that the projects that are being
bid, and actually secure funding, move forward and you
don't have just paper megawatts.

We see that throughout the country where
there aren't project mlestones and the megawatts just
simply don't materialize.

MR. PARELLA: | am sure we can build some of
the contracting procedures that we have in the main tier
into a custonmer sited tier geographic bal ancing
solicitation also.

So, that's it on the feedback on the staff
proposal ? Sounds |i ke everyone just wants to sign on
ri ght now.

MR. CHAPMAN: Witten comments, what's the
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tinmeline on that?

MR. PARELLA: Yesterday we had a neeting on

alternate contracting options, cont

differences, and we gave folks two weeks, to January

29th, to file comments. [

to do sonmething |like that here al so.
It's noon, so we have a choice. We can

break for lunch and then do Con Ed's presentation or we

suspect

can do Con Ed's presentation now.

Deni se, how |l ong do you think that would be?
MS. NELSON: 15 m nutes.

MR. PARELLA: 15 m nutes, with some

guestions, so what's the sense of t

want to break for lunch now or do t

MR. Tl MOTHY DANI ELS:
we could hear the Con Ed presentation and have the

comments on it and maybe even wrap up by one.

MR. FRANCI S: I

or --

s it goi

MR. PARELLA: Let us th

talk a little bit about it

st eps.

MS. PALMERO:. Are you talking about the

comments for the hedging or

when we

Con Ed?

Seenms al nost possi bl e

racts for

we will probably want

he audi ence? Do you

he presentation?

ng to be two separate

i nk about it. We can

tal k about next
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MR. PARELLA: We will figure it out, do
what ever is nost convenient for you all.

So, the sense is to carry on and try to push
t hrough. \Why don't we take a ten m nute break now and
we will come back at 12:10.

(Recess taken.)

MR. PARELLA: Pl ease, if you haven't signed
in yet, please sign in.

So, Denise, you have the floor.

MS. NELSON: First of all, Con Edison
appreci ates the opportunity to be engaged in this
di al ogue, because we | ook at the renewabl es and the
environmental challenges that we have, and we think we
are all in this together.

And we think that there is tremendous
unt apped resources in New York City and that helping to
bring some of that to fruition will help the state, wl
help all of us.

As | had mentioned before, our customers are
interested in renewables and particularly sol ar. Sol ar
happens to be for LAN based applications what makes nost
sense in our service territory, and particularly in the
city, and we feel that there is a tremendous untapped

potential there.
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We have about 1.7 billion square feet o
roof space, and we think about 45 percent of that,
about a billion of that is suitable for solar, so
naturally not all of that will get built. If it di

t hat woul d be something else, but there are a lot o
roofs there. And trying to bring sonme of that to g
use | think is something that we can work together

As we | ook at the RPS funds they are
significant, and our custoners pay about 43 percent
t hose funds that are elected, and we would like to
some of the pool that -- the resource pool, the
portfolio that gets built with this RPS nmoney come
directly down to help sone of the -- relieve sone o
congestion that we have l|locally, and so that our
customers can get some of that benefit as well.

Some of their -- we see |local em ssions
also. We are in an ozone non-attainment area so we
think that that's an inmportant consideration that s
be | ooked at wholistically in terms of some of the
val ues to bringing some of that downstate.

As well as our |ocal energy costs, they
significantly higher. And certainly economc
devel opment as wel | .

| think we have heard before al so that

f

or

d ’

f

ood

on.

of

see

f the

houl d

ot her

are

t he
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$30 mllion is the start. W feel that's a start. W
appreciate that, but we feel that ultimtely we wil
need to go beyond that, and that there is justification
for that and rationale that we can put that forth for
you for consideration.

| think one important point, | mentioned
this in ternms of sizing, and on the customer sited tier,
that we feel -- and | know it is still for future
consi deration -- that the application based process that
NYSERDA has been effectively running is effective, and
that some of the barriers in New York City are some of
the nore intangi ble ones and they have to do with
process.

And that we feel it's inportant to continue
this program and work on some of these barriers and try
and work on figuring out what exactly these underserved
mar ket s need, and that would be a very effective, or
could be a very effective approach that we could -- that
we should be exploring and continuing this application
based approach to RPS.

In terms of some of the other interests in
solar, in downstate, we do have -- the city is also very
i nterested. New York City is one of 25 Solar American

Cities and the City University of New York has a Center
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for Sustainable Energy that's also very involved and has
received grant nmoney to help pronmote renewabl es, and
particularly solar, in New York City.

Some of the unique features that sol ar
brings to New York, | had nmentioned the peak energy
prices are higher. W have done some analysis on this,
and |I'm tal king about just the New York City zone J
itself.

Our peak energy prices are significantly
hi gher, and that is because we are nore congest ed. I
have an 80 percent in-city requirenment because of sonme
of the reliability concerns there to help mtigate that.

But when we | ook at our peak energy hourly
clearing prices, as Jim has mentioned, gathering some of
the benefits, that it is real and that there's real
value in that solar and that it is more coincident with
t he peak and certainly we do have day peaking networKks.

That these are areas that can be tapped to
really extract some of that value. There's also the
capacity prices, and then as well as just the cost of
doi ng the construction and offsetting some of the
distribution infrastructure.

Anot her point for our solar is that we are

| ower in |atitude. So, in ternms of just the overal
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megawatt output for that kilowatt that's installed, that
that's inportant consideration as well.

We have been tal king with NYSERDA, as we had
menti oned before, and hoping to build on some of their
programs and working together. And overall, | think we
have sone concepts and val ues that we share, and that we
would like to continue working with them and build upon
those in terms of expanding the application-based
program.

We think that jointly devel oping a program
is something that we would |ike the opportunity to do,
and we will |look forward to putting something forth to
you.

Some of the concepts that we have are --
have been some of the ones that have been mentioned.
Targeting solar areas that will produce sone of the
greatest benefits; |ooking at some of the underserved
mar kets and sonme of the paying for performance al so.

And as the utility, we |ook at the potenti al
for performance-based incentives paying for the kil owatt
hour production over time. That's something that we are
| ooking further at in ternms of capturing some of that
delta in the peak pricing over a time period, be it five

years, be it 10 years or so.
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We think this is something that we can help
with in that we have the meter and the relationship with
the custonmer, billing relationship with the customer.

So, that's sonmething that we would |like to explore sone
further. And we also agree with using conpetitive
structures for sonme price discovery also.

On the facilitation concepts, reducing the
barriers is really inmportant. It would be great if we
could see solar be installed in a hundred days instead
of a year, or sonetimes greater that we hear. W | ook
at ways perhaps that some sustainable nodel for
financing can be worked on further.

There is a tremendous anount of financing
opportunity that's put together, but sometimes accessing
that is a little bit difficult and sometimes timng is
difficult. So, these are some of the areas where we
think just the streamlining process is inmportant.

And al so some alignnment with the energy
efficiency prograns. | know sonme of the other states
are |l ooking at alignment with energy efficiency and
that's a consideration that we think is inportant also.

The point of -- | want to shift gears a
little bit now and talk a little bit about utility-owned

solar. W had put forth in our Novenber conment that we
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think that there is a role for utility owned ownership
of solar on a larger scale.

Utilities can recover their costs over
| onger period of time, 25 to 30 years, at a |ower cost
of equity, so we think that that helps bring the cost
down to the custoner. And offset -- and the energy
out put then goes directly into the grid, so it's
of fsetting some of the energy that needs to be procured
in the real time market for the customers.

So, these are sone points, again, that we
just wanted to reiterate here because we do feel that
this is something that needs further consideration.

Our last point really has to do with the
of fshore wi nd. | think, just reiterating some of that,
that we feel that there is -- in the portfolio of
renewabl e sol utions, that offshore wind is inportant and
can provide an inportant conmponent of the overal
renewable initiative that we have.

| ncl uded in that should be some of the tidal
power, including what we have already started to work
with in the East River.

So, our road map. We will continue to work
with NYSERDA and we do hope to file some of these

concepts in the tinmeline that is set forth.
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And that's a quick summary of

Thank you.

MR. PARELLA: Any questions or concerns

fol ks want to raise with Denise?

MR. KAMEN: First, |I think that's great, and

| " m very excited and happy that you guys

both stream ine the process, which | know you guys have

-- part of the issue is the interconnecti
hopefully you guys work on that.

A question, several things.

say utility scale and |l arger projects, what kind of --

what's your concept about what that is?

MS. NELSON: Well, we do -- f
have | think it's a great warehouse. W
megawatts on a roof in Astoria, Queens.
be something we would | ove to be able to
exanpl e.

And we see that the business

exampl e, that SoCal Edison on its warehouse district

where they are owning this. It's a model
not a lot of electrical |oad by that bui
host building itself, but it offers great
opportunity to utilize that.

| think those should be devel

my comments.

are | ooking to

on, which

One, when you

or exanple, we

can get two

And that woul d

devel op, for

model , for

where there's

di ng, by the

real estate

oped. And
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ultimately | think what's the most inportant is what's

the | east cost for the custonmer, and that's where we can

come back to our econom c analysis and what is your

underlying cost of equity and how quickly do you need to

recover your costs and what kind of risks are you t

on.

Again, ultimtely, we want what's cheapest

for our customers. We just feel that, especially i

current financial situation that we are in right now,

that a utility can help bring these things, bring t

projects to our market quickly and efficiently with |ess

ri sk.

MR. KAMEN: In many ways we agree on a

of different things. Talking to the ESCO community, as

well as the Comm ssion, and dealing with historical
evolution of utility ownership of generation assets

the state, there is a concern about utilities in a

of different ways, both on the conpetitive side as well

as the risk in the long term devel opment, and the

hi storical problemof utility investments in capital

taking too | ong and having cost overruns and such.
But one of the things we really like is
utility involvement from the marketi ng perspective,

the targeting perspective, from those val ue added,

aki ng

n our

hese

| ot

in

bunch

t he
from

al
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the things you tal ked about.

One of the questions is the role as the
utility in terms of shifting the capital risk through a
power purchase agreenment, or other type of structure, is
that -- when you say "ownership" it kind of has various
potential ways because what you are really |looking to
own is to own that fixed price energy resource over
t hose 25 or 30 years.

You could actually own the capital or you
could have a third party own the capital and therefore
buy the output and reduce the risk to customers and all.

s that kind of in your model of thinking?

MS. NELSON: It really all comes down to
ultimately the cost to the custoner. | f that business
model is something that can provide that same energy and
t hat same benefit to our customers at a cheaper cost, it
certainly is something that should be part of the
answer .

But nmy -- our prelimnary analysis that we
have been | ooking at, what we see from the marketplace a
ot of tinmes is the independent devel opers want a cost
recovery over ten to 15 years, and then are al so | ooking
for a higher return on equity, so the equation doesn't

al ways end up being |east cost for the customer.
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And then the treatnment of how that en
output is utilized and valued is a part of the eq

that has to go into it also.

So, if you can maxim ze that direct offset

for those peak hours and capture that peak cleari
price, that's really an inportant part of how the
structure is set up.
MR. KAMEN: Just one | ast question.
In terms of those values, because it'
very difficult getting a handle on what are the v
t hose coinci dent peaks and the targeted, etc., ar

somet hing that you are prepared -- that Con Ed is

prepared to kind of share, at |east through certain

i nstances, that would help justify some of these
programs and targets?

Because that's an issue right now bec
one really has a good handle on those val ues.

MS. NELSON: In terms of the peak cle
prices?

MR. KAMEN: In terms of the ultimate
to you in particular zones, particular target
subdi stricts, and all those. Yeah, | know the cl
price information is public, but in ternms of prov

some econom c analysis of that long term benefit

ergy

uati on

ng

s been
al ue of

e those

ause no

aring

benefit

earing

i di ng

of
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coi nci dent
really dif
relatively

justificat

nunbers very clearly yet. Maybe you guys do, and maybe

you shared

di fferent
about larg
about the
t hat that'

t hat .

doi ng some work on | ooking at this, and we are | ooking

at histori

clearing price for every hour on our peak days, and

| ooking, t

because hypothetical data is helpful to some extent, but

al so when
t hat cones
buil ds up

hazi er and

peak and other periods of time, it's been
ficult for my association, which is a

smal|l one, to get some sort of handle and
I on.

It seens |like no one really has those

them already and | just don't know about it.
MS. NELSON: | think there's a |ot of
ways of |ooking at it. VWhen | was tal king
e scale utility ownership | was really talking
clearing price of an entire zone. So, | think

S public informati on and people are aware of

In terms of targeting specific areas, we are

cal peak hour price. There's an historical

hen conparing that to actual data, solar data,

we have our heat waves, sometimes you get haze

in with that also. Particularly as heat

over days, and then the days get a little

hazi er and hazi er.

So, you don't have necessarily as nuch of
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the solar radiation as you -- on the third day of a heat

wave that you m ght

this is new and needs to be further studied. So, this

is something -- we

bi ddi ng targeting and want to continue to work on that

for specific areas,
of uncharted territ
wor k through.

And in
t hat, we hope that
ultimately can you
That's a question |

But we

benefits. There's

for example. Again, a lot of information that needs to
be di scovered there.

MR. GALLAGHER: Ron, a quick point.

One of
t hat Con Ed has 57

are peaking at diff

on whether it's residential, commercial and what the m x

is of each.

But we,

Program, we received an award from DOE to do a study, in

have had on the first day. A |lot of

support some of the conpetitive

but I think that there's just a | ot

ory there, too, that we also need to

terms of what is the actual value of

we are going to get there. And

of fset distribution infrastructure?
think still further down the road.
do know that there are system

| ess thermal cycling of equipnment,

the things that makes it difficult is
net wor ks, and oftentines the networks

erent times during the day depending

t hrough the Solar American Cities
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cooperation with Con Ed, to try to help identify where
are those networks that would make the nost attractive
targets.

So, |I'm hoping that that would feed into any
process that we use to possibly come up with a weighting
scheme that would provide more weight for projects in
t he high potential networks.

MR. CHAPMAN: One thing that | think we
didn't really hanmmer down earlier about where the
resource is |located on the meter, behind, in front,
something that I would like to get down to is where do
you foresee this as serving sonme sort of actual on site
resource | oad?

So, whereas the resource is on the roof,
It's serving the |load of that particular building, and

how woul d that interplay?

| think it's an inmportant question. | don't
know. I f you guys want to chime in that would be
hel pful .

MS. NELSON: | am not sure | totally follow

your question, but we see behind the meter and in front
of the meter both as inmportant to being tapped.
MR. CHAPMAN: Absolutely, | understand, but

so where that power is being shipped off, there is two
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ways to do it. You can meter it and net weigh and

consume it on site, or you can take that power, buy that

whol e resource, all that energy, and ship to the grid.

Wher eas, none of that energy is actually consumed on
site.

So, how would that, those two different

options, interplay with what you are thinking in noving
forward?

MS. NELSON: | think both of them make
sense. | think that on site consunption makes sense,
but also, where there is not a significant |oad, that
putting it into grid -- there's certainly a |ot of
met eri ng and measurenment that needs to be considered as
we move forward there, but | don't think that all the
answers are there yet, but hopefully we will get there.

| don't think | am giving you -- |I'm
answering your question.

MR. CHAPMAN: Not quite, but |I'm just
t hi nki ng about as -- it depends on what you are paying

for for the electricity, whether you consune it on site

or ship, | think. It greatly depends. That attribute
that so far we are tal king about, $30 mllion being out
and about for these types of programs, | think that that

money being allocated, it depends greatly on whet her

or
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not it's being consumed on site or being shipped
directly to the grid on how nmuch those attributes are
going to be worth.

So, just helping further educate that
t hi nki ng.

MS. PALMERO: Any more comments on Con
Edi son's proposal ?

MR. TI MOTHY DANI ELS: | think two points.

One, just this is -- use this maybe as an
exanpl e when | was tal king about difficulty of having
bids for utility-owned and non-utility owned in |evel
ground.

For exanple, 25 or 30 year financing for a
solar project is something that is, for a |ot of
di stribution system equi pment, that is an appropriate
financing period. For a lot of the solar devel opnent,
woul d say nost private sector fol ks never consider
financing that period because nost of the equipment is
only designed to operate for something closer to a 20
year period. There may be some exanpl es.

The second thing is on terms of risk, you
know, a two megawatt system at, let's say, $6 a watt,
which is standard, you're talking about $12 million

system If two years from now a sol ar conmpany, one of
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the sol ar conmpanies here comes forward with brand new
technol ogy and are able to produce solar at $3 a watt,
rat epayers now have, in effect, $6 mllion in stranded
costs.

For a system that's been owned, let's say,

by Sun Edi son, sits on a customer's facility, where they

have devel oped it off of a REC paynment, customers have
their liability, their risk is a lot less. So, again,
t hi nk everyone understands that but | just wanted to
enphasi ze it.

The other thing was, maybe getting back to
somet hing Jim Gal |l agher made a conment on, this is
something that I think we are quite interested in this
project, and we see a lot of value finding a way to
maybe go a step beyond | think what Jim was descri bing
in terms of identifying networks where solar m ght be
appropri ate.

We would love to see a targeted nearer term

where there actually are -- and this was -- another
i ndividual | think tried to nmake or made this point
earlier. | will just sort of restate it.

Really believe that |ooking at individual
net wor ks you should be able to come up with sort of a

coefficient factor, let's say, for a day peaking
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network. And the effect would be that when Con Edi son
identifies, let's say, a day peaking network, there
should be the ability of devel oper at some point to put
in a solar panel and there would be some kind of
deferred T&D value that could be associated with that.

The thing that prevented that from happening
so far is we don't really know at the times when that
particul ar network peaks how it -- how that matches up
with the generation, the output of the solar panels at
t hat particul ar point.

| think, looking at | mean the national
| abs, federal national |abs have done a |ot of work on
t his. | think we have some other utilities that have
some information. | mean | would think after a year or
two years of having some solar panels that Con Edison is
moni toring very closely, | would think that would be an
achi evabl e goal, and I think it could go a long way to
devel opi ng kind of the next generation solar prograns
where they are really integrated into the Con Edi son
di stribution planning.

MR. PARELLA: Any other comments? No other
proposal s?

MS. NELSON: Coupl e of responses to that.

You brought up some concerns, actually, that
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we do have. In ternms of essentially a stranded cost

i ssue that you are tal king about, if we build a project
at $6 a watt and three years down the road now the cost
is $3 a watt, especially in a time when we do expect
costs to come down, so this is something that we are
going to have to really carefully work with and ensure
that we are not going to be in that situation.

However, if we are paying for a PPA that's
based on the energy price, as opposed to a REC -- now, a
REC does get around sone of that issue because then it
is current real time market price, but if the devel oper
is looking for a PPA that's tied to the actual, that
will pay for a certain anmount of output, underlying that
you are still dealing with your $6 today, $3 in the
future. So, whether we are owning it or the PPA, that
same situation exists.

MR. Tl MOTHY DANI ELS: We would agree with
t hat .

MS. NELSON: As far as the | ength of
financing, we have been having discussions wth our
accountants, and nmuch of the solar panels actually are
designed or indicated for 25 years of |ife, and for nuch
of our wutility equipment sometinmes the actual life is

| onger than the design life.
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Our accountants have advised us that we
shoul d be, then, rate basing the asset over a |onger
period of time, which |I said 25 to 30 years, although
ultimate goaling is something that would have to come
out in tinme.

Thank you.

MR. KAMEN: So, obviously, there will be the
period of written comment, which will be great. One of
the things | would like to just put forth is that |
think that | ooking at this as kind of a pilot means that
what you want to do is you want to put out certain
t hings, test them see how they work, and then take it
to the next step.

So, Jim s idea about two solicitations a
year makes a |l ot of sense to ne. In addition, to |ook
at different nodels and testing those nodels. One of
the models, it seems to ne, is that when we tal k about
t hese adders, we talk about an adder on the REC val ue
t hat you guys are thinking about paying for those
particul ar areas.

MS. PALMERO: Let nme just clarify that |
call it an adder, but it's really how the proposal gets
evaluated. So, it's a weighting, for this additional

pi ece. Again, like the main tier. | think the adder
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m ght be -- | am m sspeaking when | say adder, but it's
really how it's eval uated.

MR. KAMEN: | think that the eval uation
process is critical to making these things happen.

| think that one of the mpdels that we
shoul d | ook at, though, is that in particular target
areas where we think that there is, for all the reasons,
great constraint, etc., etc., substation, etc., one of
the nmodels we m ght consider is Con Ed and ot her
utilities putting out a proposal for 25 year PPA, having
devel opers cone in and then bid what they would need as
a REC price for ten years, under that 25 year PPA,
under st andi ng what the PPA would | ook |ike.

G ve them the benefit of know ng, okay,

we're going to pay this, this is our value, we

understand, this is what we want to put out. W want
this anmount. W will have to see how many nmegawatts we
wi Il get and what the adder would be from a conmpetitive

solicitation for those nunmber of megawatts at that fixed
utility involvenment.

So, it kind shifts some of the risks, it
shifts some of the bidding, it shifts some of the way
that you do it. That's just one potential nmodel to

t hi nk about .
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MS. PALMERO: 1

your written conments.
MR. GALLAGHER:
additi onal technol ogy that
One of
city is, for
reduction, is conmbined heat
city buildings, as well

city alone, 80 percent of

t he buil dings.

One thought m ght
di sappoi nted that we coul dn't
heat and power

conmbi ned heat and power

potential opportunity.

| think that over
we should explore that in nor
t hat woul d have an i nmmedi ate
There's a |l ot of enthusiasm i
i ndustry. They are just gett

we can get
woul d be a significant advant
MR. SOBOLEWSKI :

couple follow on questions.

A suggestion about
you m ght

t he greatest

and power .

as the

t he energy

into this program but

fuel ed by biodiesel

t hem noving toward biofuels, |

| expect to see that in

possi b
want to consi der

opportunities in the

efficiency improvenents and al so carbon

G ven all the

infrastructure of the

is going through

be -- and | was

find a way to get conbi

t hi nk about

as a

t he next couple of week

e detail because | think

i mpact on the city.
n conbi ned heat and powe

ing a lot of traction.

t hi nk t hat
age.
| just wanted to ask a

About the clarification

| e

ned

S

r

| f

on
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t he adder,

not part of

in the straw proposal, is it correct that there would be
two conmponents of whatever the incentive payment would

be, so capacity based conponent, up front payment, let's

say, and th

correct?

That's corr

pi ece, woul

woul d t hat

competing on effectively as well where they would bid on

perhaps | ower required attenpts for the project and be

consi der ed

be conbi ned
what's your

dol | ar per

The bi dder

way that you would have to structure your bid over this,

and | guess

and how that's a criteria for consideration,
the incentive structure, was very hel pful.

To further clarify how you envision working

en a production based component; is that

MS. PALMERO: That's the initial thinking.
ect .

MR. SOBOLEWSKI: Then that production based
d that be flat or established up front, or

be something that the bidder would be

more favorably?

MS. PALMERO: Ri ght, and | think that would
, and that's when you would take a | ook at
-- sort of your average wei ghted cost on a
kil owatt hour basis.

| guess you can |l ook at it several ways.

could need much more noney up front, so, the

it would have to spell out the ternms of how
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| ong that production paynent would be for.

So, giving all the paraneters of the
solicitation and you would have to come up with | think
-- well, | don't know. Ei t her one final nunmber,
| evelized number, and you could potentially get more of
t hat noney up front and have | ower capacity paynments.

But | don't think that's been thought out,
or it hasn't been fleshed out. There could be various
scenari os how we could divvy up that capacity payment
and that production incentive.

| will just note that the Comm ssion has
been -- they have been favoring nore verification of
actual production of these facilities. So, they may
| ean towards having a bigger piece being the production
payment as opposed to the up front capacity payment.

So, they could be weighted differently.

MR. SOBOLEWSKI: Should we assume that there
are also inplications for the pool of funds and how
that's adm nistered to use with respect to up front
versus paynents over time, or is that not a
consi deration?

In other words, is it to your advantage to
be able to, instead of let's say distributing the $30

mllion all up front, an all up front payment, is there
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an advantage to spreading that over tine?

MR. PARELLA: | don't think we have gotten
to that |evel of detail yet. | f fol ks have thoughts on
how to do that, whether to allocate where percentages
shoul d be between capacity and performance paynments, we
are interested in hearing what you have to say.

MR. SOBOLEWSKI: | guess one |ast comment on
t hat piece.

| have heard a couple of different conments
with respect to how nmuch devel opnent we m ght see in
terms of total megawatt capacity based upon the amount
of funds allocated in this initial proposal.

We can attenpt to address this in witten
comments, but | don't know if you have got all of the
answers here now. It strikes me there could be a nunber
of different ways to stretch those funds through
different types of mechani sms.

Real |l y, both how you structure the incentive
and al so, perhaps, how you tie that to the contracting
and ot herw se. So, I"mjust putting that on the table
to state that | think there is really the potential to
develop quite a bit nmore capacity than sone of the
numbers ki cked around here today if we think through

creative and intelligent ways in terms of how to




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

91

structure it.

MS. PALMERO: That's good. Yeah, any kind
of input you can provide, that's what the Comm ssion |
think is really looking for, how can we stretch out the
dollars, how can we get as much capacity for the dollar
as we can. So, if you have thoughts on that that would
be hel pful.

MR. SOBOLEWSKI: One |ast comment | would
make is just that with respect to what we had been
calling adders, criteria for consideration that would
wei ght nore favorably for a particular project, | would
just state specifically that we would support,
certainly, the adder based upon | ocati on.

The transparency and that, we think would be
very inmportant with respect to the bidding. So, we
woul d agree that there could be a Iist of zip codes
i ssued where they would have that special consideration
woul d be hel pful.

Peak delivery as a second criteria | think
is very inportant. W brought up emergency or refuge
sites and storage. All are good criteria. For all of
them it sounds like there's sufficient data available to
develop the criteria relative specifically to econom ¢

val ue.
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So, for peak delivery, let's say, that could
be quantified in numerical terms, not just sort of
bi nary, yes, no. So, we would encourage any support
from the various parties helping to establish that.

MS. PALMERO: Thank you.

MR. PARELLA: Any nore coments? Questions?
Concerns?

MS. QUI N: | have some comments for Orange &
Rockland Utilities. W won't repeat a |ot of the nore
generic comments that Con Edi son made that we do
support, but a few Orange & Rockl and specific comments.

Our customers have contributed $120 mllion
towards the RPS program but we have no main tier
projects within our service territory, so we are not
receiving the local benefits that other customers are
receiving fromthat tier of the RPS program, including
t he econom ¢ devel opment opportunities.

We believe the $5 mllion may be a start.
$5 mllion, that is, for Orange & Rockland and Centr al
Hudson, but largely insufficient to address the
i mbal ance issue. | think that my neighbors to the left
here probably agree with me on that.

O&R has resources not being served by the

current solar program and we think the enphasis on
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sol ar going forward would be beneficial to our service
territory. We have |arger roofs. Not as many as New
York City, but we do have |l arger roofs that could
support sol ar.

Utility property and targeting
opportunities. So, we do support the value added
proposal .

We support the conpetitive solicitation
proposal which is attractive to drive down the cost and
get more funding for our customers' hones.

We woul d echo Con Edison's coments on
utility ownership and on reducing adm nistrative
barriers, which we also may not have the same barriers
as New York City has, but our devel opers have noted
t hose.

So, thanks.

MR. PARELLA: Thank you.

No other coments? Let's spend sone tine

tal ki ng about next steps.

First, | appreciate you all, again, like |
say, again, | appreciate you all com ng here today and
offering i1 nput. | know we got a |ot of valuable

information that we need to take back and think through

its implications, but we also want to get some written
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comments from you all.

And, as | said earlier, | think before the
 unch break, we were sort of thinking about a deadline
of January 29th. And we will take some time to go over
t hose coments and then deci de what we need to do next.

If we need to convene another neeting, or if
we need to reach out on a bilateral basis with some
commenters to explore in a little bit nore detail what
their comments are, we may want to do that.

But we do have a pretty hard and fast
deadline to get a final recommendati on back to the
Comm ssi on. | think the order said within three nonths.

So, we want to involve you as nuch as
possi ble in hel ping us design and finish up our
proposal, but we do have a deadline, so, we will try to
be fl exible and we hope you can help us along the way.

We really, really appreciate you going
t hrough this and the principles, and going over our
proposal, the objective and the principles with a fine
tooth comb, and additions, subtractions, nodifications,
that would be really hel pful.

An idea that canme up at the end, which |I had
been sort of thinking about since the start of the

meeting, is there a way that we could use this up to $30
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mllion as some sort of seed noney to help address this
situation maybe in a more dynam c and |long term way. I
t hi nk that would be useful.

As | mentioned before, the whole
rel ationship between this geographic bal anci ng
initiative and the whole customer sited tier, which the
Comm ssion is going to take up in March or April,
getting your input on that relationship, | think, could
also be very hel pful and useful for us since we have to
make a proposal to the Comm ssion on the custonmer sited
tier also.

So, once again, thank you for com ng. W
| ook forward to your comments on the 29th. If you could
follow those comments on the RPS |ist serve, and if you
are not on it send Tina an e-mail or give her a phone
call. We will make sure you get on the list serve.

MS. PALMERO: Or, better yet, if you have a
card with your e-mail address | can make sure you get
posted on the |ist serve or get added to the list serve.

MR. PARELLA: Thank you very nuch. It was
very hel pful.

(Meeting concluded.)
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