STATE OF NEW YORK
PUBLI C SERVI CE COW SSI ON

At a session of the Public Service
Comm ssion held in the Gty of
Al bany on February 19, 2003

COWMM SSI ONERS PRESENT:
Wlliam M Flynn, Chairnman
Thomas J. Dunl eavy

Janmes D. Bennett

Leonard A. Wi ss
Neal N. Gl vin

CASE 03-E-0188 - Proceeding on Mtion of the Comm ssion
Regarding a Retail Renewable Portfolio
St andar d.

ORDER | NSTI TUTI NG PROCEEDI NG

(I'ssued and Effective February 19, 2003)

BY THE COW SSI ON:

| NTRODUCTI ON

We are increasingly concerned with the effects on our

climate of fossil-fired generation and the security inplications
of inmporting nmuch of the fuel needed to supply our electricity
needs. Further, inasmuch as there is a finite supply of natural
gas and other fossil fuels, over-dependence on such wll |eave
the State vulnerable to price spikes and possible supply

di srupti ons.

After a decade of relatively stable natural gas and
oil prices, high volatility in prices has becone a feature of
the market in the past several years. This Comm ssion has taken
a nunber of steps to address whol esal e market price volatility,
by working with the utilities, fell ow state agenci es, and ot her
mar ket participants to design and inplenment new prograns, such
as those for peak | oad reduction, energy efficiency, and green
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mar keting. Wil e these prograns have been effective, renewable
resources represent a significant potential energy reserve,
which (if properly devel oped) could | ower air em ssions and
i ncrease systemreliability. Only about 17% of the electricity
currently used in New York State is provided by renewabl e
resources. This figure reflects a disturbing decline from 25%
of four decades ago. A return to the 25%figure would be in the
public interest.

The 2002 State Energy Plan required the New York
State Energy Research and Devel opnent Authority to exam ne and
report on the feasibility of establishing a renewable portfolio
standard. Staff has received NYSERDA' s prelimnary report. The
report finds that an RPS can be inplenented in a manner that is
consistent with the wholesale and retail marketplace in New York
and that an RPS has the potential to inprove energy security and
hel p diversify the state's electricity generation mx. The
report also states the expectation that an RPS woul d spur
i ncreased economn ¢ devel opnment opportunities in the renewabl es
i ndustry, including the attraction of renewabl e technol ogy
manufacturers and installers. Accordingly, we will institute a
proceedi ng pursuant to, anong other things, Public Service Law
88 5(2) and 66(2) to develop and inplenment a renewable portfolio
standard for electric energy retailed in New York State. The
matters exam ned in the proceedi ng should include new
opportunities in renewabl es technologies as alternatives to
fossil-fired generation.

We intend to expedite this proceedi ng and direct
the O fice of Hearings and Alternative Di spute Resolution to
establish a suitable procedure and schedul e. The proceedi ng
shoul d al so exam ne appropriate nethodol ogi es for assessing
benefits and costs and how to bal ance that analysis wth other
factors.
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Process

Recogni zing that the policies at issue affect a broad
range of industry, conpetitor, and consuner advocate interests,
the Adm nistrative Law Judge should facilitate a coll aborative
process with the goal of developing a draft policy statenent.
We expect this proceeding to follow a process roughly simlar to
that in Case 94-E-0952 (Conpetitive Opportunities)! and encourage
NYSERDA, LIPA and NYPA to partici pate.

The Adm nistrative Law Judge should submt periodic
progress reports.

Threshol d | ssues

Wth the goal of identifying and overcom ng obstacl es
to achi eving the above-stated goal, we ask the ALJ to seek
comments on, anong other things, the follow ng threshold issues:

1. The types of resources that should be considered as
“renewabl e” for the purposes of a renewable
portfolio standard.

2. The appropriateness of including renewabl e resource
energy procured fromoutside the State, such as
hydr opower from Canada or wi nd energy from New
Engl and.

3. The retail suppliers that should be required to sel
energy fromrenewabl e resources.

4. The inpact, if any, on the ability of energy
servi ces conpanies' (ESCOs) abilities to conpete
with utilities if they are required to procure
renewabl e resources beyond what their custoners
request, given the relative sizes of the |oads
supplied by utilities and ESCOs currently, and how
such inpacts m ght be overcone.

! Case No. 94-E-0952, See Opinion No. 96-12 (issued May 20,
1996) .
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10.

11.

12.

13.

The best nmethods for retail suppliers to procure
renewabl e resources (e.g., construction and
owner shi p versus purchases).

Met hodol ogi es for the recovery of costs by regul ated
utilities.

| ndi vi dual retail suppliers' targets, if
appropri ate.

The potential inpact on reliability and system
operations due to the addition of renewable
resources, especially those resources that operate
only intermttently (e.g., windmlls and

phot ovol tai cs), and what, if anything, nust be done
to ensure that reliability is maintained.

The appropriate means to nonitor progress toward
neeting the goal and to ensure results, including
possi bl e rewards and di si ncenti ves.

The appropriateness of a “renewabl e attributes
tradi ng” system and the conmponents of any such
systemthat m ght be devel oped.

The inpact, if any, on the Conmi ssion’s

Envi ronnment al Di scl osure Label Program and any
nodi fications that m ght be needed and appropriate
for that program

The practicality of installing new renewabl e
facilities in the high |oad areas of the State. |If
the targeted renewabl es are built upstate, the

i npact, if any, such construction m ght have on the
addition of new resources in the |oad centers where
t hey are nost needed, and the appropriate neans to
ensure that additional generation and transm ssion
resources will be built where they are nost needed.

The inpact, if any, the renewable portfolio standard
woul d have on existing green marketing prograns in
the State, and what the State m ght do to support
devel opers and green power marketers during the
process of developing rules to inplenent the

st andar d.
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14. Changes needed, if any, by the Public Service
Comm ssi on and NYSERDA in the SBC-funded renewabl e
energy programto coordinate with the new target.

The Conm ssion orders:

1. A proceeding is instituted under the guidance of
the O fice of Hearings and Alternative D spute Resolution to,
anong other things, facilitate the formulation of a policy
statenent on retail renewable portfolio standards in New York
St at e.

2. The Adm nistrative Law Judge shall periodically
report to the Chairman on the scope and progress of the parties
efforts, as well as the process that is being used. The first
such report shall be provided by May 2, 2003.

3. This proceeding is continued.

By the Conmm ssion,

( SI GNED) JANET HAND DEI XLER
Secretary



