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April 8,2005

Jaclyn Brilling

Secretary

New York State Public Service Commission
3 Empire State Plaza

Albany, New York 12223-1350

Dear Secretary Brilling,
RE: Case05-M-0090- In the M atter of the System Benefits Char geIll

The recently-proposed changesto the NY SERDA SBC funding are a significant step backwards, away
framenergy security, reliability and choiceinthe state of New Y ork. The success of the last four years
that NY SERDA has produced in the area of energy efficiency and cogeneration isunmatched in any
other gate. Interms of both the sheer number of projectsas wel as the economicimpact of those
projects, NY SERDA has had more positiveimpact on the markett han even the federal Department of
Energy. Thisisnot an accident, but aclear result of thelong-term commitment that NY SERDA isable
to provide. Thislong-term commitment isdirectly related to the stability of NY SERDA funding, inthe
form of multi-year appropriations.

Why are multi year appropriationsimportant?

Cogeneration opportunitiesare complex financidly, technicaly, and from a regulatory perspective.
They require coordinating the actions of multiple parties. equipment vendors, property owners, public
utility companies, utility and environmental regulators, developersand financiers. A typical project
development timelinetypically takesover 12 monthsand can take morethan three years.

In this environment, devel opersand facility ownersneed to know with certainty that the commitments
that NY SERDA makesto participatecan berelied upon. A yearly appropriationsprocessinsert. aleve
of uncertainty into the process, significantly increasing the risk of doing these projects. Thiswill result
in otherwiseworthy projects not being installed. Grounding for thiscan be seen in thesmaller number
of projectsunder development in state of New Jersey where they have adopted a yearly appropriations
process.

Based on the current level of funding that has been released, this program hasleveraged private
investment in aratio of four to one. For every $1 invested by NY SERDA there has been an additional $4
of investment by private entities. Thisisamodd of how public-private partnershipswork to produce
win-win Stuationsfor all parties.
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Why isthisimportant to New Y ork power usersand New Y orkersin general ?

Reliable and affordable electrical power isakey element to making an areaeconomically competitive
and vibrant. Intoday's highly interconnected world power outageshave more than just an economic
Impact, they have animpact on every aspect of our . One of thelittle-publicizedeventsof the blackout
in August 2003 wasthe lack of power availableto Waste Water Treatment facilities(WWTP.) This
resulted in theloss of the water infrastructure as well asthe electrical infrastructure. WWTP’s are
typically owned by local municipalities, short on funding, and ideal for cogeneration: 24/7 operation
with a constant thermal |oad.

Cogeneration projects provide economic benefitsfor the facilitieswho install them aswell asrdiability
and security of power supply. The higher efficiency of acogenerationinstallation, sometimes morethan
80%, lowersthe cost of energy for thefacility. It benefitsthe environment by producing two useful
formsof work out of one combustion process, thusloweringoveral emissions. It provides benefit to the
local utility in transmission or generation constrained areas by providing generationon the grid to
support theflow of electricity (reactivepower support.) Finally thesefacilitiescreate jobs, from 'Suits -
to-Boots! Thesearejobsthat are retained by providing more opportunitiesto developers, financiers,
engineersand local contractorsof all types These areamong the positive secondary ripple effectsfrom
such a project, creating jobs and room for new enterprisesinvestingin the project's region.

In conclusion, the manner inwhich NY SERDA has so far administered this program — a model of how
to do so - hasfostered benefitsthat would not have been likely if it had been constrained to make
commitmentson no longer than aone-year bas's.

Larry Tangel

Vice President

Enercon Engineering, Inc.
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East Peoria, IL 61611
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Immediate Past Chair of the United States Combined Heat & Power Association(USCHPA)

Sean Casten

President

Turbosteam Corporation

161 Industrial Blvd.

TurnersFals, MA 01376

Td: (413)-863-3500

Fax: (413)-863-3157
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Chair of the Energy Committee, USCHPA

Chair of the Northeast Combined Heat and Power Initiative (NECHP!)
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