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STATE OF NEW YORK
PUBLI C SERVI CE COW SSI ON

CASE 03-E-0188 - Proceedi ng on Motion of the Conm ssion
Regarding a Retail Renewable Portfolio
St andar d.
DPS STAFF' S

BRI EF OPPOSI NG EXCEPTI ONS

| NTRODUCTI ON

This Brief Opposing Exceptions is submtted by the
Staff of the Departnent of Public Service (DPS Staff). It is
submtted in opposition to certain exceptions nade by the
parties to this proceeding. Briefs on Exceptions were filed (in
chronol ogi cal order) by Lyonsdale Bionmass Facility, New York
State Energy Research and Devel opnent Authority, Changing Wrld
Technol ogi es, KeySpan Corporation, Consolidated Edi son
Solutions, Inc., Community Energy, Inc., Strategic Energy,
L.L.C., Enel North Anmerica, Inc., R dgewood Renewabl e Power
L.L.C., Business Council of New York State, Inc., Plug Power
Inc., Constellation NewkEnergy, Inc. & Constellation Power
Source, Inc., Renewabl e Energy Technol ogy and Environnent
Coal ition, Solar Energy Industries Association, NRG Energy,
Inc., Nucor Steel Auburn, Inc., Small Hydro G oup, Taylor
Recycling Facility, LLC, Enpire State Forest Products
Associ ation, AES-NY, LLC, |ndependent Power Producers of New
York, Inc., RCB Wnd Advocates, Energy Managenent, Inc.,

Mul tiple Intervenors, New York State Reliability Council, Joint



Case 03-E-0188
Utilities, New York Independent System Operator, Sterling
Pl anet, Inc., Long Island Power Authority, Energy Association of
New York State, Integrated Waste Services Association, and
Evol uti on Markets LLC

This brief addresses the exceptions in the
chronol ogi cal order in which the briefs were received. \Were
parti es made redundant exceptions, this brief does not repeat
argunents in opposition for each redundant exception. To the
degree that the exceptions are based on argunents already
addressed adequately in the Recomended Deci sion, such
exceptions may not be further addressed in this brief.
Therefore, failure of this brief to address particul ar argunents
made on exceptions should not be construed as consent or
acqui escence.
1. ARGUMENT

Lyonsdal e Bi omass Facility

Lyonsdal e makes sone good argunents about the
potential need to include New York’s two existing bionmass
facilities in a maintenance tier to ensure their continued
viability after expiration of above-nmarket energy contracts,
simlar to the resources designated in the hydropower
mai nt enance tier. However, there nmay be insufficient
information in the record of this proceeding to decide the issue
wi t hout additional investigation. Factors the Comm ssion may
wish to consider in deciding this issue are (a) the nature of
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Case 03-E-0188

the original above-market contracts; (b) whether the original
above-market contracts expired or were bought out; (c) the
nature of the capital and operational expenses currently
necessary to keep the plants operating; (d) the degree to which
current market conditions support the plants; (e) whether
adjustnents to the Baseline |levels and conpliance targets would
be necessary to avoi d doubl e-counting (as were made for the

hydr opower mai ntenance tier); and (f) what conditions or rules
shoul d be inposed on such a bionmass mai ntenance tier. The RD

al ready recommends that over tine the Conm ssion should conti nue
torefine RPS eligibility criteria and allow for additions on a
going forward basis. The RD recommendati on woul d al | ow

addi tional technol ogies to be added, but rightly preserves
stability by not allow ng technologies to be renoved from
eligibility. To preserve that stability, the Conm ssion should
not lightly add technologies if there is a chance that an in-
depth investigation mght lead to a desire to renove such

t echnol ogi es, because the consequence of renpbving a resource
woul d be to create an atnosphere of regulatory risk for eligible
resources. Because the concept of a naintenance tier is so
fundanental to program design and affects the cal culation of the
Baseline | evels and the conpliance targets, DPS Staff recomrends
that the Comm ssion separate, investigate and resolve this issue
on a fast-track basis. Qur estimation at this tinme is that
Lyonsdale will likely be able to denonstrate that is shoul d
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Case 03-E-0188
qualify for treatnent as a mai ntenance resource.

New York State Energy Research and Devel opnent Authority

No DPS Staff Response.

Changi ng Wrl d Technol ogi es

CWI' seeks to have its bio-generated oil deened an RPS
eligible fuel source for electric generation. Such bio-fuel
nmost likely to be used as a diesel/bio-fuel mxture and burned
in existing oil-fired generators, has only been proposed for
eligibility at the post-RD stage of this proceeding. The RD
al ready recommends that over tine the Conm ssion should continue
torefine RPS eligibility criteria and allow for additions on a
going forward basis. The RD recommendati on woul d al | ow
addi tional technol ogies to be added, but rightly preserves
stability by not allow ng technologies to be renoved from
eligibility. To preserve that stability, the Comm ssion should
not lightly add technologies if there is a chance that an in-
depth investigation mght lead to a desire to renove such
t echnol ogi es, because the consequence of renobving a resource
woul d be to create an atnosphere of regulatory risk for eligible
resources. DPS Staff recommends that the Conm ssion consider
such bio-fuel for RPS eligibility in a subsequent investigation.
There appears to be insufficient information in the record of
this proceeding to decide the issue w thout additional
investigation. Bio-fuel in general appears to emt |ess carbon
di oxi de than fossil fuel resources, but may emt higher |evels
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Case 03-E-0188
of nitrogen oxides and particulate matter.

KeySpan Cor poration

KeySpan rai ses a concern that a landfill gas fired
electric generating facility mght be deened to be required to
be |l ocated on the sane site as the landfill to be RPS eligible.
DPS Staff does not see a need for such a restrictive
interpretation, however, for electric generation fromlandfill
gas to be eligible there nust be a clear physical and contract
path between the landfill and the generator. DPS Staff
recomends that given the project-specific nature of such a
guestion, the Conm ssion should defer a decision on such an
issue until a specific project proposal is nade. DPS Staff does
not oppose the idea of crediting dual-fuel facilities as RPS
eligible for the portion of energy generated using landfill gas,
simlar to the crediting of co-firing biomss at coal
facilities.

Consol i dat ed Edi son Sol utions, Inc.

Con Edi son Sol utions requests that the effective date
of the first RPS requirenment should be 24 nonths after a
Commi ssion order establishing the requirenent so as to all ow
time to adjust its retail contracts that generally extend for 18
to 24 nmonths. Con Edison Solutions is already on notice of a
potential RPS requirenment and could already be including a
contingency clause in its retail contracts. It is likely that
the earliest RPS conpliance period will not begin until January
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2006, 18 months fromnow. DPS Staff does not recommend that any
action be taken by the Conm ssion on the above-described request
of Con Edi son Sol utions.

Communi ty Energy, Inc.

CEl raises concerns about keeping voluntary “green
power” marketing independent fromthe RPS. The RD treats
vol untary green power marketing in three contexts. First,
exi sting renewabl e resources including those serving the
exi sting voluntary green power market are included in the
Basel ine | evel of renewable resources. This is proper given
that the Conm ssion is considering the 25% goal in the context
of current conditions that include sone voluntary green power
mar keting. Second, an estimate of additional voluntary green
power marketing that could be achieved prior to the comrencenent
of the RPS programis provided on the assunption that the
Comm ssi on woul d extend the N agara Mhawk green marketing
programto the other five major electric utility conpani es.
Third, after 2005 when the RPS conpliance targets are applied,
the RD treats all green power marketing as additional and
separate fromthe RPS in a manner that it does not reduce the
RPS requirenents, thereby preserving the viability of a
voluntary green market. DPS supports the concept of keeping the
cl ear separation between the RPS and the voluntary green power
mar ket after 2005 when the RPS conpliance targets are appli ed.
| f the Comm ssion does not extend the N agara Mohawk green
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mar keting programto the other five major electric utility
conpani es, the second context described above should be nodified
accordingly.

CEl al so takes exception to the exclusion of existing
wind facilities (devel oped prior to January 1, 2003) from RPS
eligibility. Exclusion is consistent with the cal cul ati on of
t he Baseline | evel of renewable resources. |Inclusion would
require a correspondi ng decrease in the Baseline | evel and
increase in the RPS conpliance targets. Such resources largely
serve the voluntary green power market at above-market prices
and given CEl's predictions elsewhere in its brief of the future
growt h of such market, DPS Staff sees little justification for
treating existing wwnd facilities as if they need mai ntenance
support. In addition, DPS Staff is concerned about creating a
perverse incentive for green power marketers to dunp their
custoners and resell existing wind RECs should RPS prem uns
prove nore lucrative than voluntary green power marketing
prem uns.

Strategic Energy, L.L.C

Strategi c Energy raises concerns about how RPS costs
are recovered. DPS Staff recomends that the SBC Like Tier
charges be recovered volunetrically by the delivery conpany in
the same manner as SBC charges. DPS Staff reconmends that the
Mai n Tier charges be recovered volunetrically by the | oad
serving entity (LSE) in the sanme manner as energy charges. W

-7 -



Case 03-E-0188
believe that these cost recovery principles will preserve
conpetitive markets without unfairly treating any conpetitor.

Enel North Anerica, |nc.

See DPS Staff response to CE

Ri dgewood Renewabl e Power L.L.C.

Due to concerns about potential gam ng, R dgewood
rai ses concerns about the “nonthly matching” settlenent period
delivery requirenment proposed in the RD concerning inports.

Ri dgewood proposes inposition of the sane hourly matching

requi renent inposed by New England. Such an hourly matching
requi renent m ght serve the needs of dispatchable resources such
as landfill gas, but makes it difficult for intermttent
renewabl e resources to participate. The added flexibility of
monthly settlenents is an inportant and positive contribution of
the RD. DPS Staff reconmends that the gam ng concerns
identified could be elimnated by a requirenent (inplicit in the
RD) that the energy and REC both cone fromthe sanme | SO contro
area, or zone within an |1SO control area.

Ri dgewood requests that the hydropower naintenance
tier be extended to include certain “at or bel ow market power
contracts. DPS Staff reviewed R dgewood’'s argunents during the
proceedi ng and determ ned that the contracts in question were
purchased in a package that as a whole is profitable. DPS Staff
does not recommend that any action be taken by the Conm ssion on
t he above-descri bed request of R dgewood.

- 8 -
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Busi ness Council of New York State, |nc.

Busi ness Council cites the worst case bill inpacts for
certain usage levels in certain custoner classes for certain
utility conpanies as if they apply across the board and asks the
Comm ssion to insist that the RPS not disproportionately inpact

comercial and industrial ratepayers. The nunbers cited do not

give a full picture of the bill inpacts. |In fact, many of the
constitute nenbers of Business Council |ocated upstate may enjoy
net bill decreases as a result of the RPS. The RPS bill i npact

tabl es spread all RPS costs evenly on a volunetric basis and do
not di sproportionately inpact any class of ratepayers.

Pl ug Power Inc.

Pl ug Power urges the Commi ssion to consider the net
cost of the SBC-Like Tier rather than the gross cost. As noted
by Plug Power, the tables acconpanying the RD al ready provide
both the gross and the net costs for the Conm ssion’s
consi derati on.

Pl ug Power proposes that the Comm ssion at |east
doubl e the size of the SBC-Li ke Tier proposed in the RD. Wile
DPS Staff generally agrees with the beneficial attributes of the
SBC-Li ke Tier resources described by Plug Power, no specific
objective criteria is proffered by Plug Power (or RETEC) to
gui de the Comm ssion in its decision as to what |evel of funding

shoul d be devoted to such resources.
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Constel |l ati on NeweEnergy, Inc. & Constellation Power Source, |nc.

Constel l ation rai ses several concerns about the
delivery requirenent. One of its concerns is that the delivery
requi rement mght be interpreted as applying to exports. Rules
regarding the treatnment of exports are set by the inporting
state, not the exporting state, so the concerns about how New
York exports wll be treated will not be resol ved by the New
Yor k Conmi ssi on.

Second, Constellation opposes a delivery requirenent
for inmports into New York because it believes such a requirenent
w Il provide a conpetitive disadvantage to out-of-state
resources, increase their price and decrease their availability.
The delivery requirenent is an inportant conponent of an RPS
because it ensures that the resources receiving price prem uns
wi |l have an inpact on the dispatch of electric generation
resources in and around New York, contributing to environnmental
and price benefits in New York. Wile it is true that the
prem um costs for out-of-state renewabl e resources may be hi gher
than for in-State resources due to transm ssion costs and |ine
| osses, those higher delivery costs are fundanental to the
el ectric market and act as a self-correcting device that ensures
that ratepayers in New York do not pay price premuns to
resources that do not contribute to New York's goals. Such a
requirenent is not inpermssibly discrimnatory. |In addition,
if inplemented as described in the RD, a "nonthly matching"
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delivery requirenent is nore flexible than the existing hourly
mat chi ng delivery requirenent for renewabl e resources inported
into the New Engl and market.

Third, Constellation opposes the Central Procurenment
Model as providing less liquidity than the Individual Conpliance
Model where LSEs woul d conpete with each other for RECs. The
Central Procurenment Mdel has several advantages including
allowng small LSEs (ESCOs) to benefit from econom es of scale
that m ght only be enjoyed by larger LSEs in an I|ndividual
Conpl i ance Model and, in a supply-constrained situation, the
presence of a countervailing force to the market power of
generators. Central procurenent is no different than the
exi sting capacity markets in New York, which are conpetitive
mar ket s.

Renewabl e Energy Technol ogy and Environnment Coalition

Concerning the year 2008 revi ew of the RPS program
RETEC urges the Conm ssion to commt that any program
nodi fication as a result of the revieww || be applied
prospectively and not affect any long-termcontracts with
generators entered into prior to the mlestone review DPS
Staff believes that such a commtnent is consistent wwth the RD
and the DPS Staff cost study nethodol ogi es and woul d enhance
stability. |In particular, the conpliance target levels in
effect at the tine of the review period (the "slices" of
procurenent already in effect in 2008) should not be reduced.

- 11 -
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The Comm ssion coul d consi der pushing back the date of the
reviewto a later year if it believes that a |later review would
enhance the stability of the RPS program

As to biomass eligibility, RETEC objects to the RD s
failure to adopt emssions limts for certain facilities. The
emssions limts proffered by RETEC were intended to represent a
consensus agreenent of the Bi omass Wrking G oup. However, upon
testing the consensus, DPS Staff was unable to confirmthat the
menbers of the working group representing electric generators
had agreed that the limts were desirable or even attainable.

In addition, our investigation of emssion [imts in general was
that they are in a state of flux and that it may be nore prudent
to wait for further clarity before considering adopting such an
approach. DPS Staff recommends further investigation and
consensus buil ding before adoption of a final approach to

bi omass eligibility.

As to a certificates tracking system RETEC clains
that limting REC transactions to the spot market would
conprom se the ability of generators to conpete and woul d | eave
residual attributes in the spot market rather than all ow ng
generators to retain possession of this "commodity" until it is
sold. The vast majority of renewable resources are likely to
participate in the spot market so as to take advantage of its
scheduling flexibility. Every LSE in New York currently obtains
many tines nore than enough energy fromthe spot market on an
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annual basis to cover its RPS conpliance targets, even through
year 2013. Therefore, the ability of generators to conpete in
such an environnment woul d not be hindered as the spot market is
fluid and provides liquidity. Many parties are not aware of the
pervasi veness of the spot market in New York's energy
procurenent system As to residual attributes, there is a tine
di mrension to tracking REC transactions that is essential to the
envi ronment al di scl osure program RETEC s argunent that
generators should be able to retain RECs, perhaps for years if
drawn to its |ogical conclusion, does not account for the need
of consuners to periodically be informed of the resources used
to generate their electricity. Admttedly, a considerable
anmount of work lies ahead to transform New York's current
tracking systeminto a nore user-friendly RECs based system as
described in the RD. Such a systemw || have to bal ance
consi derations of regional conpatibility, accountability to
consuners and parties, consunmer sentinment, jurisdictional
i ssues, and market issues. DPS Staff recommends that the
Comm ssion not foreclose any particular RECs system or system
conponent at present until all necessary issues and alternatives
are properly explored. Because the concept of REC trading is so
fundanental to RPS conpliance DPS Staff reconmends that the
Comm ssion resolve this issue on a fast-track basis.

As to the delivery requirenent, in-lieu thereof RETEC
proposes a reciprocity test that would be difficult to neet in
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any jurisdiction and |likely inpossible to neet in Quebec where
systemcontracts are mandated by law. The Comm ssion tried a
simlar reciprocity test, at the request of NRDC and ot hers,
when it established the environnmental disclosure tracking
system The result was that no nei ghboring system ever
established reciprocity and the environnmental disclosure

adm nistrator had to apply a nore cunbersone transaction
reciprocity standard to inports. Rather than encourage the
devel opnent of nore renewabl e resources, DPS Staff believes that
the reciprocity test would likely result in significant

excl usions of many inports, particularly from Canada. RETEC
appears to understand this relationship when it states that
"RETEC notes that it does not agree that it is |likely, nor was
t here consensus, that New York will be a net inporter of
renewabl es" [RETEC BOE p. 35]. DPS Staff does not reconmend a
"reciprocity" approach.

Sol ar Energy I ndustries Associ ation

SEIA clainms that the SBC-Li ke Tier costs are
overstated due to a mathematical error. W disagree. As noted
by Plug Power (see discussion above), the tables acconpanying
the RD al ready provide both the gross and the net costs for the
Comm ssion’ s consi derati on.

NRG Energy, Inc.

NRG proposes that the Conm ssion clarify the January
1, 2003 eligibility date for the Main Tier as applying to al
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resources that becane fully operational and went into service on
or after January 1, 2003, so as to preserve eligibility for the
NRG Dunkirk Steam Station 10 MW bi omass co-firing system DPS
Staff has no objection to the clarifying | anguage stated above.

Nucor Steel Auburn, Inc.

No DPS Staff response.

Smal | Hydro G oup

In the context of PURPA contracts, SHG requests a
determ nation that the generator and not the purchaser of the
electricity holds title to a REC. DPS, as the Conm ssion's
envi ronnent al di scl osure adm ni strator, has already nade
determ nations that in New York the holder of a PURPA contract
al so holds the REC. The New York determnation is identical to
a determnation nore recently made in Connecticut and conforns
to FERC s policy of deferring to the state entity that creates
the REC system on such matters. DPS Staff does not reconmend
that any action be taken by the Comm ssion on the above-
descri bed request of SHG

Tayl or Recycling Facility, LLC

Tayl or Recycling nakes sone attractive argunents about
expandi ng the definition of Bionmass, and it is not clear that
sonme of the additions proposed are not already permtted. To
the extent they are not, DPS Staff supports conpletion of the
di scussi on of how adul terated wood and ot her biomass could be
recovered, qualified as eligible, and converted into cl ean
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renewabl e energy through non-conbustion gasification
technologies. It is not clear fromthe record in this
proceedi ng what em ssions and ot her inpacts would result. The
supply of viable renewabl e resource options is critical to the
success of the RPS program therefore DPS Staff reconmends that
eligibility issues such as those raised by Tayl or Recycling be
i nvestigated and resol ved expeditiously by the Comm ssion.

Enpire State Forest Products Association

DPS Staff has no objection to the eligibility of co-
firing Biomass with technol ogies other than coal, if that is in
fact feasible as stated by ESFPA.

AES-NY, LLC

No DPS Staff response.

| ndependent Power Producers of New York, Inc.

| PPNY recommends that the 10 MWcut-off for hydropower
mai nt enance eligibility be increased to 20 MM to include snal
hydroel ectric facilities that are not significantly |larger than
the cut-off proposed by the RD. DPS Staff does not reconmend
that the change be adopted. DPS Staff originally proposed a 5
MWV cut -of f which was increased to 10 MM to include small
hydroel ectric facilities that were not significantly |arger than
the original cut-off, the inclusion of which would not
significantly affect the programon a MM basis. Continuing
such logic would effectively make the cut-off neaningless. The
general econom cs of hydroelectric facilities |arger than 10 M\
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are such that they should be generally self-sustaining.

RCB W nd Advocat es

As to the Hybrid Model, RCB opines that such a nodel
i s disadvantageous in that LSEs wll be encouraged to wait and
see and not participate in direct procurenent. RCB s proposal
to artificially mandate a phase out of central procurenent would
def eat the purpose of the hybrid nodel. LSEs should be left to
choose their own wthdrawal strategy, if any.

Ener gy Managenent, |nc.

EM raises concerns about the relaxed "nonthly
mat chi ng" delivery requirenment recommended in the RD. As to New
Engl and and potentially PIJM and Ontario, surrendering a REC for
the energy delivered fromthe control area or other simlar
techni ques to prevent doubl e-counting between jurisdictions
shoul d provide sufficient protection. As to Quebec, RECs would
i kely be assigned at the New York border based on actual
t racki ng.

Mul tiple Intervenors

M's claimthat the cal culation of RPS increnental
targets appears to be incorrect is wong. M is conparing two

different sets of percentages that represent different factors —
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apples to oranges. The correct conparison is as foll ows:

COVPARI SON OF LSE TARGET

PERCENTAGES 2013 Study | Study I RD
LSE TARGETS NYPA-I N 9. 20% 6.45%  7.50%

LSE TARGETS NYPA- OUT: 10. 83% 7.59%  8.82%

25% ni nus YEAR 2005 % 7.52% 4.66% 5.68%

New York State Reliability Counci

DPS Staff has reviewed the two suggested
recommendations to ensure the protection of reliability and has
no objection to their adoption by the Conm ssion.

Joint Utilities

DPS Staff does not agree with the argunents the Joint
Uilities make about fixing the RPS conpliance targets through
2013 without any potential for change after the 2008 revi ew.
Experi ence has shown that |ong-term projections should al ways be
subject to continuing review. Wat is critical for the
stability of the RPS programis that any adjustnents be nade on

a goi ng-forward basis only.
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Assum ng NYPA-out, the RD clearly establishes the LSE

targets as foll ows:

Table 22
Incremental RPS Requlatory Targets for LSEs other than NYPA & MUNIs

RPS
Year Increment
2006 1.11%
2007 2.25%
2008 3.38%
2009 4.48%
2010 5.58%
2011 6.68%
2012 7.75%
2013 8.82%

The figures in Table 22 above show the RPS | ncrenent

including the SBC-Like Tier. The follow ng tables break out the

two tiers:

Percentage Compliance Targets

Year
2006
2007
2008
2009
2010
2011
2012
2013

Year
2006
2007
2008
2009
2010
2011
2012
2013

Total RPS
Main Tier ~ SBC-Like Tier Increment
1.07% 0.04% 1.11%
2.17% 0.08% 2.25%
3.26% 0.12% 3.38%
4.34% 0.14% 4.48%
5.42% 0.16% 5.58%
6.50% 0.18% 6.68%
7.57% 0.18% 7.75%
8.65% 0.18% 8.82%
Corresponding MWhs
Total RPS
Main Tier ~ SBC-Like Tier Increment
1,519,115 58,403 1,577,518
3,138,793 116,807 3,255,600
4,780,876 175,210 4,956,086
6,446,626 206,030 6,652,656
8,143,888 236,849 8,380,737
9,892,191 267,668 10,159,859
11,638,667 270,903 11,909,571
13,432,768 274,138 13,706,906
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As to whether the object of conpliance is the
acqui sition of energy, certificates, or both, the goal is for
certain percentages of the energy used to supply New York State
retail custoners to be supplied fromrenewabl e resources.
Certificates are a way to denonstrate conpliance. DPS Staff
agrees that the tracking and tradi ng prograns nust nmesh with the
envi ronnent al di scl osure program and avoi d doubl e-counti ng.
There may be nore than one way to acconplish these objectives,
which will be fully expl ored.

New Yor k | ndependent System Oper at or

No DPS Staff response.

Sterling Planet, Inc.

Sterling Planet opines that the rules established for
conversion transactions hinder the devel opnent of a voluntary
green power market for solar and fuel cell resources.

Conversion transaction rules are a subset of the Conm ssion’s
envi ronnment al di sclosure tracking systemrules. Conversion
transactions affect the treatnent of certain whol esal e energy
transactions in the spot market. Solar (photovoltaic) and fuel
cells are generally “behind the neter” resources that do not
participate in whol esal e energy markets. However, assum ng such
a resource generated electric energy in excess of the custoner’s
need, and such excess energy was not sold to the delivery
conpany under a net netering regine, there is nothing in the
Comm ssion’s environnental disclosure rules prohibiting the
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participation of such a resource, including the rules on
conversion transactions. The reality is that such resources are
too snmall to participate under NYI SO rules in New York’s

whol esal e markets. Instead, to the degree that such resources
produce excess energy they are treated as | oad nodifiers on the
distribution system During the collaborative process of
Wrking Goup IV, it was suggested that based on experience in
New Engl and, the only systemto track such resources would be to
establish a cunbersonme neter reading regine simlar to that
conducted by utility neter readers. The inability of these
resources to realistically participate in whol esale narkets is
one of the reasons why DPS Staff has recomended that such
resources be encouraged in an SBC-Like Tier rather than on a

mar ket basi s.

Long | sl and Power Authority

No DPS Staff response.

Energy Association of New York State

No DPS Staff response.

| nt egrated WAste Services Associ ation

No DPS Staff response.

Evol uti on Markets LLC

Evol uti on Markets recomrends the adoption of a fixed-
price alternative conpliance paynent as a key factor in setting
prices for forward contracts. DPS Staff considered and rejected
such an approach because its use in Massachusetts appears to
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have failed its objective and instead has nerely driven up
rat epayer costs in a supply-constrained environment. The RD
approach appears to create the proper incentive wthout
needl essly driving up ratepayer costs.
I 11. CONCLUSI ON

For the foregoing reasons, the Staff of the Departnent
opposes certain exceptions nmade by the parties to this
pr oceedi ng.

Respectful ly subm tted,

Saul Righerg

SAUL Rl GBERG
Assi st ant Counsel

Dat ed: Al bany, New York
July 8, 2004



