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February 23,2005
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Re: Case 05-M-0090
Dear Mrs. Brilling:

We writeto encourageyou to re-authorizethe System Benefits Charge (SBC) due to expirein
June 30,2006 that has been used to fund combined heat and power projectsin New Y ork State
over the past 6 years. We also encourageyou to re-gppoint NY SERDA as the manager of the
SBC fund.

National and state governments have long publicly recognized the benefits that accruefiom
greater use of combined heat and power (CHP) technology. These benefitsaccrueto the local
user in the form of lower energy costs and higher on-site power reliability, but also to the public
at large in theform of reduced pollution from power generation, reduced demand for power plant
fuelsand amorereliable nationa power grid. Since 1998, New Y ork State has been a nationa
leader, "' putting its money where its mouth is* through the use of the SBC chargeto provide
financial support to those who seek to design and/or deploy CHP technology.

Based on the current trgjectory, it is expected that at the end of SBC PhaseIl, New Y ork will
have installed about 100 new CHP systemsto produceover 120 MW of electrical power.

Indeed, a sizeable number of such systemsare already operational. This isaremarkable
accomplishment in comparisonto what isoccurring in other states, andis having a positive
influence on the marketplace by demonstrating real successesand encouragingreplication. In
fact, asmall but growing number of CHP systemsare being installedin New Y ork without grant
funding, which isatestament to New Y ork's programsin moving the marketplacetoward the
ultimategoal of self-sufficiency. However, the marketplace is not self-sustainingyet, and the
new CHP systemsrepresent just asmall fi-action of the remaining market potential that could be
achieved, estimated to be approximately 2,200 MW. Continued nurturing of thisfledgling
market will beinstrumental in achieving the potential during a reasonabletime period.

This historic success has made New Y ork unique amongst states inthe northeast region, and isa
direct reason for the state's vibrancy as a market for CHP businesses and technologies. Itisalso
evidenced by the recognition that the state has received on the national stage, on issuesfiom



Interconnection policy to rate design. More often than not, the individualsin the state who are
the deepest reservoirsof this expertise arethe NY SERDA employeeswho have been directly
involved with these issues since the inception of the SBC fund in 1998.

Recommended SBC Changes

The Northeast Combined Heat and Power Initiative (NECHPI) would liketo recommend several
broad changesto the SBC structure, which we believe will lead to even greater market changeto
the benefit of New Y ork State rate payers.

Gas System Benefit Charge - We recommendthat the Public Service Commission
explorethe possibility of creating a statewide SBC gas program. We commendthe
Commissionfor taking thefirst step in this direction with the creation of the $5M gas
efficiency pilot programin the Con Edison gas serviceterritory and believethat this
program should serveasa model for how to create programs in the rest of the state.
NY SERDA should incorporatenew gas-funded programsinto their current electric
programs and make every effort to ensure that the two are complementary.

Expand Focus of Programs to Include Grid Support — All rate payers benefit when
distributed resources are used to provide support for the grid in constrained areasand to
improveredliability. The scopeof NYSERDA’s programsshould be expanded to include
effortsthat are directed towardsusing DR resourcestowardsthose goas. This new focus
will likely result in greater cooperationand interaction between ownersand operators of
distributed resources and those that maintainthe energy delivery infrastructure of New

Y ork State including the Independent System Operator, transmission owners, and
distribution utilities.

Increase Funding Availableto Individual Projects— While NYSERDA’s RD&D
programsare amodel for the rest of the country and have done much to spur the
development of cleanand efficient uses of energy, more can yet be done. We recommend
that in certain high cost arenas (CHP, fuelscells/hydrogen, etc.) that money be allocated
to allow larger projects, rather than severa smaller projects. Wefed that this will
enhance research and product devel opment, ultimately leading to larger gainsin the
energy industry and New York’s economy.

We thank you in advancefor your considerationof these commentsand recommendations.
Please use the NECHPI asa resource, should you have any questionsand concernsrelated to
CHP marketsand technologies.
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Sean Casten
Chair, Northeast CHP Initiative
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About the Northeast Combined Heat and Power I nitiative: The NECHP! isan ad hoc

organi zation dedicated to accel erating the deployment of clean, efficient combined heat and
power in the Northeastern United States. We are committed to doublingthe use of CHP in the
Northeast by 2010, a god shared at a national level by the U.S. Department of Energy and the
U.S. Environmental Protection Agency. NECHPI isan aliance of morethan 40 organizations
which includes CHP project devel opersand equi pment manufacturers, electric and gas utilities,
consultants, air regulators, state government agency representatives, universitiesand other
organizationsinvolvedin the energy and environmental field. Giventhe nature of our
organization, the views expressed herein do not necessarily represent the views of all of our
members.





