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Minutes of the Regular Meeting of the Power Authority of the State of New York held via video
conference at the Clarence D. Rappleyea Building, 123 Main Street, White Plains, New York at

approximately 9:30 a.m.

Members of the Board present were:

John R. Koelmel, Chairman
Eugene L. Nicandri, Trustee
Terrance P. Flynn, Trustee

Dr. Anne M, Kress, Trustee
Anthony J. Picente, Jr., Trustee
Tracy McKibben, Trustee
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President and Chief Executive Officer

Executive Vice President and Chief Operating Officer
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Executive Vice President and General Counsel

Senior Vice President and Chief Risk Officer

Senior Vice President — Wholesale Commercial Operations

Senior Vice President — Power Generation

Senior Vice President — Economic Development & Energy Efficiency
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Senior Vice President — Operations Support Services & Chief Engineer
Senior Vice President — Corporate Affairs

Senior Vice President — Corporate Finance

Vice President and Corporate Secretary

Vice President — Customer Energy Solutions

Vice President — Procurement

Vice President — Marketing

Vice President — Community and Government Relations

Vice President — Budgets and Business Controls

Vice President — Corporate Communications

Vice President — Finance

Assistant General Counsel — Contracts, Licensing & Environmental
Senior Director and Acting Vice President — Energy Efficiency
Director — Internal Audit
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Director — Civil/Structural Engineering, Civil/Structural Engineering
Director — Corporate Support Services

Senior Project Manager — Executive Office/Public and Regulatory Affairs
Manager — Media Relations

Manager — Network Services — Infrastructure

Senior Network Analyst — Infrastructure

Senior Associate Corporate Secretary

Senior Assistant Corporate Secretary

Chairman Koelmel presided over the meeting. Corporate Secretary Delince kept the Minutes.
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Introduction
Chairman Koelmel welcomed the Trustees and staff members who were present at the
meeting. He said that the meeting had been duly noticed as required by the Open Meetings Law

and called the meeting to order pursuant to the Authority’s Bylaws, Article Ill, Section 3.
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1. Adoption of the January 26, 2016 Proposed Meeting Agenda

Upon motion made by Trustee Flynn and seconded by Trustee Picente, the meeting Agenda was

adopted.

Conflicts of Interest

Members declared no conflicts of interest based on the list of contractors provided for

their review.
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2. CONSENT AGENDA:

Upon motion made by Trustee Kress and seconded by Trustee Flynn, the Consent Agenda was
approved.

Chairman Koelmel said, he appreciated Trustee Nicandri's willingness to serve as Vice

Chairman of the Board and congratulated him on his appointment (Item #2a-ii).
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a. Governance Matters:

i. Approval of the Minutes

The Minutes of the Regular Meeting held on December 17, 2015 were unanimously adopted.
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ii. Election of the Vice Chair of the Authority

The Chairman submitted the following report:

“‘SUMMARY

The Trustees are requested to elect Eugene L. Nicandri to serve as Vice Chair of the Authority,
effective immediately, in accordance with Section 1004 of the Public Authorities Law (the ‘Power Authority
Act’).
BACKGROUND

Based on his outstanding record of service, it is recommended that the Trustees elect Eugene L.
Nicandri to fill the vacancy of Vice Chair created by the resignation of Joanne M. Mahoney.

RECOMMENDATION

The following resolution is recommended for adoption.”

The following resolution, as submitted by the Chairman, was unanimously adopted.

RESOLVED, That Eugene L. Nicandri of
Massena, New York be, and hereby is, elected as Vice
Chair of the Power Authority of the State of New York,
effective immediately.
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b. Power Allocations:

i. Contract for the Sale of Expansion Power —
Transmittal to the Governor

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY
The Trustees are requested to:

1) Approve the proposed final contract (‘Contract’) for the sale of 300 kilowatts (‘kW’) of Expansion
Power (‘EP’) to RockTenn CP, LLC ( the ‘Company’), in accordance with Public Authorities Law
(‘PAL’) 81009 as summarized below and in Exhibit ‘2b i-A.’

2) Authorize transmittal of the Contract to the Governor for his review and requested authorization
for the Authority to execute the Contract pursuant to PAL 81009. The Contract is attached as
Exhibit ‘2b i-B.’

BACKGROUND

Under PAL 81005(13), the Authority may allocate and sell directly or by sale for resale, 250
megawatts (‘MW’) of Expansion Power and 445 MW of Replacement Power to businesses located within
30 miles of the Niagara Power Project, provided that the amount of EP allocated to businesses in
Chautauqua County on January 1, 1987 shall continue to be allocated in such county. Under PAL
81005(13), the Authority may allocate and sell directly or by sale for resale, 490 megawatts (‘MW’) of
Preservation Power to businesses located in Jefferson, Franklin and St. Lawrence Counties.

At their meeting on September 29, 2015, the Trustees awarded an allocation of 300 kW of EP to
RockTenn CP, LLC as described in Exhibit ‘2b i-A.” At this meeting, the Trustees also authorized a public
hearing on a contract for the sale of this allocation pursuant to PAL §1009.

The Contract before the Board would provide for the sale of this allocation to the Company. The
sale of this allocation would be made under a direct sale arrangement. Transmission and delivery service
would be provided by the Company’s local utility in accordance with the utility’s Public Service
Commission-filed delivery service tariff. The following is a summary of some pertinent provisions of the
Contract:

e The Contract would provide for the direct billing of all production charges (i.e. demand
and energy) as well as all New York Independent System Operator, Inc. (‘NYISO’)
charges, plus taxes or any other required assessments, as set forth in the Trustee
approved Service Tariff-10 (‘'ST-10").

e The Contract includes the Company’s agreed-upon commitments with respect to
employment, power utilization and capital investments. The Authority would retain the
right to reduce or terminate the allocation if employment, power utilization, or capital
investment commitments are not met.

e The Contract provides for the sale of additional allocations of EP to the Company in
appropriate circumstances by incorporating new allocations into Schedule A of the
Contract. The Trustees approved this convention in the 2010 long-term extension
contract for hydropower, which simplifies contract administration.

e To accommodate non-payment risk that could result from the direct billing arrangement
with the Authority, the Contract includes commercially reasonable provisions concerning,

7



January 26, 2016

among other things, the ability to require deposits in the event of a customer’s failure to
make payment for any two monthly bills. This is consistent with broader Authority
contract template changes that incorporate direct billing, including the Authority’s
Recharge New York contracts forms.

e The Contract requires the Company to perform an energy efficiency audit at least once
within five years at the facility receiving the low-cost power to help ensure that the
hydropower is utilized as effectively as possible.

The Authority has discussed the Contract with the Company and has received its consent to the
Contract. The Company has also acknowledged application of the appropriate tariff, discussed above, to
its respective allocation.

As required by PAL 81009, when the Authority has reached agreement with its co-party on a
power sale contract, it is required to transmit the proposed contract to the Governor and other elected
officials and hold a public hearing on the proposed contract. At least 30-days’ notice of the hearing must
be given by publication once in each week during such period in each of six selected newspapers.
Following the public hearing, the contract may be modified, if advisable.

Upon approval of the final proposed contract by the Authority, the Authority ‘reports’ the proposed
contract, along with its recommendations and the public hearing record, to the Governor and other
elected officials. Upon authorization of the Governor, the Authority may execute the contract.

DISCUSSION

As noted above, the Trustees, at their September 29, 2015 meeting, awarded the aforementioned
allocation to the Company, and also authorized the Corporate Secretary to schedule a public hearing on
the Contract.

A public hearing on the Contract was held on January 5, 2016 at the Power Vista (Visitors
Center) at the Niagara Power Project in Lewiston. No oral statements were given at the public hearing.
The official transcript of the public hearing and the written submittals are attached as Exhibit ‘2b i-C.’

RECOMMENDATION

The Manager — Business Power Allocations and Compliance recommends that the Trustees
approve the Contract for the sale of 300 kilowatts of Expansion Power to RockTenn CP, LLC and
authorize the transmittal of the Contract to the Governor for his review pursuant to PAL §1009.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the contract for the sale of 300
kilowatts of Expansion Power to RockTenn CP, LLC
(“Contract”) is in the public interest, and in accordance
with Public Authorities Law 81009 should be submitted
to the Governor for his review along with a copy of the
record of the public hearing thereon, and copies of the
Contract along with the record of the public hearing
thereon be forwarded to the Speaker of the Assembly,
the Minority Leader of the Assembly, the Chairman of
the Assembly Ways and Means Committee, the



Temporary President of the Senate, the Minority Leader
of the Senate and the Chairman of the Senate Finance
Committee; and be it further

RESOLVED, That the Chairman and the
Corporate Secretary be authorized and directed to
execute such Contract in the name of, and on behalf of,
the Authority if the Contract is approved by the
Governor; and be it further

RESOLVED, That the Senior Vice President —
Economic Development and Energy Efficiency, or his
designee, be, and hereby is, authorized, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel, to negotiate and
execute any and all documents necessary or desirable
to implement the Contract with the business as set forth
in the foregoing report of the President and Chief
Executive Officer; and be it further

RESOLVED, That the Chairman, the President
and Chief Executive Officer, the Chief Operating Officer
and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to
do any and all things, take any and all actions and
execute and deliver any and all agreements, certificates
and other documents to effectuate the foregoing
resolution, subject to the approval of the form thereof by
the Executive Vice President and General Counsel.

January 26, 2016
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c. Procurement (Services) Contracts:

Niagara

i. Procurement (Services) Contract —
Niagara Power Project — Relicensing, Compliance
and Implementation of the Strawberry Island
Wetland Restoration Habitat Improvement Project —
Contract Award

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve the award of a contract to Applied Ecological Services,
Inc., (‘AES’) of Brodhead, WI, in the amount of $994,580, for the Strawberry Island Wetland Restoration
Habitat Improvement Project (‘HIP’) plant cultivation and installation work as part of the implementation of
the Niagara Power Project’s (‘Project’) new license and settlement commitments. The term of the
contract will be from February 2016 through the end of 2018.

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement
Contracts require the Trustees’ approval for procurement contracts involving services to be rendered in
excess of one year.

The Federal Energy Regulatory Commission (‘FERC’) issued the New License for the Project on
March 15, 2007. The License and associated Settlement Agreement and Section 401 Water Quality
Certification (‘WQC’) from the New York State Department of Environmental Conservation (‘License
Agreements’) require the Authority to support and establish a fund for the design, construction, operation,
maintenance, and monitoring of eight specified HIPs; Strawberry Island is one of these HIPs.

Strawberry Island is a horseshoe-shaped area within the upper Niagara River in Erie County, NY,
which is owned by the People of the State of New York and operated primarily as a wildlife habitat area
by the New York State Office of Parks, Recreation and Historic Preservation (‘NYSOPRHP’). The island’s
ecological features are managed with considerable assistance from the New York State Department of
Environmental Conservation (‘'NYSDEC’). Under the License Agreements, the Authority has undertaken
the restoration and improvement of the ecological features of the island. The goal of this HIP is to
establish or re-establish approximately 6.6 acres of fish and wildlife habitat along the edges of the island
and within its lagoon, as well as to improve over an acre of wetland and upland habitat for birds on the
island. The first part of the HIP, largely accomplished under separate contract, involved the
reconfiguration of the lagoon bottom and inside shoreline areas by dredging to create contours of varying
depths, installing appropriate substrate materials to support growth of desirable submerged and emergent
aquatic plants, and installing logs and other features to attract a variety of aquatic and terrestrial species.
This work was accomplished in preparation for the upcoming planting phase, which will involve cultivation
and installation of wetland and upland plants within the dredged and excavated area and within selected
areas of the island.

DISCUSSION

On October 26, 2015, the Authority issued a Request for Quotation (‘RFQ’) (Q15-5986SG) for the
planting work at Strawberry Island, including a notice in the New York State Contract Reporter, and a pre-
bid conference was held on November 12, 2015. One proposal was received on December 1, 2015 from
AES. The RFQ requested pricing for procurement, cultivation, installation and maintenance of specific
native wetland and upland plants along with associated measures to protect newly installed plants from
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herbivores and measures to protect against pollution by sediment. The proposal from AES was six
percent below the Authority’s estimate.

Staff from the Authority’s Relicensing and Implementation (‘R&I’) Division, the Environmental
Health and Safety Division, and Procurement evaluated the AES proposal on the basis of technical
gualifications and pricing. The Authority’s review team was assisted in the technical evaluation by staff
from Kleinschmidt Associates, which supported the biological design and engineered elements of the
HIP, and the Authority’s Niagara Compliance Implementation Consultant, Gomez and Sullivan Engineers,
which assisted the Authority with project management of Niagara Project relicensing implementation
projects.

AES was the sole bidder and is fully qualified. The company’s proposal met all specifications and
was within the Authority’s cost estimate. Its performance on three previous relicensing projects in the
Niagara River has been satisfactory in all areas including budget, schedule, safety, quality control,
responsiveness, awareness of constraints, and adherence to technical requirements. The proposed
personnel for the Strawberry Island planting work are identical to the team that performed previous
successful planting projects.

AES proposed no unacceptable deviations or exceptions for the Strawberry Island HIP planting.
Therefore, it is recommended that the contract be awarded to AES. The contract term will be from
February 2016 through the end of 2018, and the contract amount will be a lump-sum of $934,580. In
addition, it is recommended that an additional amount of $60,000 be included in the Trustee authorization
for potential adjustments or additions to accommodate dynamic conditions in the Niagara River or which
may be requested by regulatory agencies. Including this additional amount, the total recommended
authorization is $994,580.

FISCAL INFORMATION

Since these expenditures are related to implementing new project commitments in the New
License and the Section 401 Water Quality Certificate issued by the New York State Department of
Environmental Conservation, payments will be made from the Capital Fund.

RECOMMENDATION

The Vice President — Project and Business Development, the Vice President — Procurement and
the Director — Relicensing and Implementation recommend that the Trustees authorize the award of a
construction contract to Applied Ecological Services, Inc. for the Strawberry Island Wetland Restoration
Habitat Improvement Project plant cultivation and installation work in connection with the Niagara Power
Project’s new license and settlement commitments.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority,
approval is hereby granted to award a contract to
Applied Ecological Services, Inc. from February 2016
through the end of 2018, in the amount of $994,580, for
plant cultivation and installation services for the
Strawberry Island Wetland Restoration Habitat
Improvement Project in connection with the Niagara
Power Project’s new license and settlement

11



commitments, as recommended in the foregoing report
of the President and Chief Executive Officer;

Contractor Contract Approval

Applied Ecological Services, Inc. $994.580
(Q15-5986SG)

AND BE IT FURTHER RESOLVED, That the
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.

12

January 26, 2016



January 26, 2016

SENY

ii. Procurement (Services) Contract —
SENY 500 MW Plant — Cathodic Protection —
Engineering Design and Construction
Services — Contract Extension

The President and Chief Executive Officer submitted the following report:

“SUMMARY

The Trustees are requested to approve an extension, through January 19, 2018, at no additional
funding, of a contract previously awarded to Russell Corrosion Consultants (“Russell”) (Purchase Order
#4500254364), LLC of Columbia, Maryland. The contract is for the Southeast New York (‘SENY’) 500
MW Plant’s Cathodic Protection System Assessment Engineering and Construction Services Project
(‘Project’). Interim contract extension through January 19, 2018 was approved by the Vice President —
Procurement subject to approval by the Trustees at the January 26, 2016 meeting.

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement
Contracts require the Trustees’ approval for procurement contracts involving services to be rendered for a
period in excess of one year.

Based upon annual site surveys from the last few years, testing results indicated that the existing
cathodic protection system showed signs of depletion and a new or enhanced system was required.

The subject contract in the amount of $327,450 was competitively bid and awarded on January
20, 2015 to Russell to provide design and construction oversight services for the Cathodic Protection
System at the 500 MW Plant. The contract includes design services to replace the existing cathodic
protection system at the 500 MW Plant site. The contract services also include construction oversight
services during the installation phase of the new Cathodic Protection System.

DISCUSSION

The current project was originally designated as a one-year, Non-Emergent Operations and
Maintenance Project. The project was re-evaluated in mid-2015 and reclassified as a Capital project and
recommended for implementation for a one- to three-year period to align with budgeting limitations. As
such, Russell's contract, which was originally awarded for a one-year term, requires a two-year extension
to align with the construction over multiple years. Currently, the design documents are in final review and
the anticipated bid package is planned for February 2016. Construction is expected to commence in
June of 2016 with an anticipated completion date of December of 2017. Therefore, Russell's services are
required thru January 19, 2018 to ensure project closeout and turnover.

FISCAL INFORMATION

Payments associated with this Project will be made from the Authority’s Capital Fund.

RECOMMENDATION

The Senior Vice President and Chief Engineer — Operations Support Services, the Vice President
— Engineering, the Vice President — Project Management, the Vice President — Procurement and the
Regional Manager — SENY recommend that the Trustees approve the contract extension through
January 19, 2018, at no change in contract value, to Russell Corrosion Consultants, LLC of Columbia,

13
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Maryland, for the Southeast New York 500 MW Plant’s Cathodic Protection System Assessment
Engineering and Construction Services Project.

For the reasons stated, | recommend the approval of the above-requested action by adoption of

the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was

unanimously adopted.

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority,
approval is hereby granted to extend through January
19, 2018, at no change in contract value, the contact
with Russell Corrosion Consultants, LLC of Columbia,
Maryland, for the Southeast New York (“SENY”) 500 MW
Plant’s Cathodic Protection System Assessment
Engineering and Construction Services Project as
recommended in the foregoing report of the President
and Chief Executive Officer;

Contractor Contract Approval

Russell Corrosion Consultants, LLC Contract Extension
Columbia, MD Not-To-Exceed
PO# 4500254364 January 19, 2018

AND BE IT FURTHER RESOLVED, That the
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take
any and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.

14
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iii. Procurement (Services) Contract —
Legal Services for SENY Region —
Contract Award

The President and Chief Executive Officer presented the following report:
“‘SUMMARY

The Trustees are requested to approve the award of a single-source contract to Mercer
Thompson, LLC of Atlanta, Georgia, for a five-year term not to exceed the amount of $750,000, to provide
legal services in support of the Authority’s development of a bid solicitation for a Long-Term Service
Agreement (‘LTSA’) for the 500 MW Combined Cycle Power Plant.

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement
Contracts require the Trustees’ approval for procurement contracts involving services to be rendered for a
period in excess of one year.

The Authority’s Expenditure Authorization Procedures require the Trustees approval for personal
services contracts awarded on a single-source basis with a value exceeding $500,000.00.

DISCUSSION

The 500 MW Combined Cycle Power Plant has two General Electric Frame 7 combustion
turbines and one General Electric D11 steam turbine; each of these turbines drives a General Electric
generator. Proper maintenance and upkeep of this equipment is critical to the 500 MW facility’s
continued operation.

A LTSA is currently in place with Ethos Energy Services (formerly The Wood Group). This LTSA
was approved by the Trustees on March 26, 2007, as a result of a competitive bid, and signed on June
26, 2007, with a term until October 2018, after the second Steam Turbine Major Outage, or sooner, if the
Authority determines it is in its best operational and financial interest.

In order to obtain the best maintenance agreement for the 500 MW Power Plant’s combustion
and steam turbines and associated equipment, and to avoid a lapse between LTSAs, Authority staff
identified areas of the current LTSA which are in need of improvement. For example, items not included
in the current LTSA such as OEM upgrades like Advanced Gas Path components, spare parts availability
and pricing, technical expertise for fleet known issues and solutions, and technical information letters
(‘TILs’) implementation are some of the areas identified for inclusion in the new LTSA.

Given the complexity of this type of document, the Authority is seeking the assistance of Mercer
Thompson to assist in drafting and incorporating current industry standard legal terms and conditions in
order to prepare bid documents for public release.

Mercer Thompson has the required knowledge and experience with the equipment, technologies,
upgrades and industry-wide practices for the LTSA. The firm’s experience includes LTSAs covering GE
6B, 7TEA, 7FA, 7FB, 9FA, 7HA, LMS100, LM6000, STA10, STA14 and STD11 gas and steam turbine
technology, Siemens 501F, 501G, 8000H and V94.3A1 technology and Mitsubishi 501F, M501G,
M501GAC and M501J technology. Mercer Thompson has demonstrated this in the past with the
preparation and evaluation of the current LTSA that ultimately led to a contract with the Ethos/Wood
Group, a process that took more than one year to complete. Since many Authority employees who were
involved in the negotiation of the current LTSA have left or retired, Mercer Thompson offers the
experience and hindsight of lessons learned during that process. Additionally, this firm has dealt with
most of the companies in the United States and worldwide that provide LTSA services making their
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contribution in the development of the 500 MW Plant’s LTSA Request for Proposal (‘RFP’) not only
extremely valuable, but also necessary.

Mercer Thompson will assist the Authority with the following services:

1)

2)

3)

RFP Development, including vendor qualification — Mercer Thompson will work with the Authority
to develop bid documents that define the major terms and conditions, industry standards, and
scope-of-services required for the subsequent LTSA agreement.

Bid Evaluation — Mercer Thompson will assist in the evaluation of the proposals received and
provide recommendations to the Authority. In addition to helping analyze bids, Mercer Thompson
will assist in identifying the key differences between the bids taking into account both pricing and
risk allocation.

Contract Negotiations — Mercer Thompson will assist the Authority and legal counsel with
negotiating a contract award with the next LTSA provider. Based upon the firm’s experience, it
can offer strategic advice as to structuring LTSA transactions and agreements so as to best
match the Authority's needs, meet its goals and protect its interests.

The MWBE requirements of this single-source contract have been waived and the Authority’s

Supplier Diversity Department has been notified.

RECOMMENDATION

The Executive Vice President and General Counsel recommends that the Trustees approve a

contract award to Mercer Thompson, LLC, for a not-to-exceed amount of $750,000 and a term of up to
five years, to provide legal services in support of the Authority’s development of a bid solicitation for a
Long-Term Service Agreement for the 500 MW Combined Cycle Power Plant.

For the reasons stated, | recommend the approval of the above-requested action by adoption of

the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was

unanimously adopted.

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority and
the Authority’s Expenditure Authorization Procedures,
approval is hereby granted to award a legal services
contract to the law firm of Mercer Thompson, LLC
located in Atlanta, Georgia, for a five-year term not to
exceed the amount of $750,000, to provide legal services
in support of the Authority’s development of a bid
solicitation for a Long-Term Service Agreement for the
500 MW Combined Cycle Power Plant.

CONSULTANT CONTRACT APPROVAL
Mercer Thompson LLC $750.,000
Atlanta, GA

AND BE IT FURTHER RESOLVED, That the
Chairman, the President and Chief Executive Officer, the
Chief Operating Officer and all other officers of the
Authority are, and each of them hereby is, authorized on

16



behalf of the Authority to do any and all things, take any
and all actions and execute and deliver any and all
agreements, certificates and other documents to
effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice
President and General Counsel.
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d. Real Estate:

i. Expansion of Leased Premises —
30 South Pearl Street, Albany, New York

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to authorize the amendment of the Authority’s current lease with PS
Associates, L.P. (‘Landlord’) to expand the current leased premises located on the tenth floor at 30 South
Pearl Street, Albany, NY (‘30 South Pearl Street’) from 12,600 square feet to 17,100 square feet. Itis
intended that the lease for the new space would commence on or about February 1, 2016 and terminate,
coincident with the current lease, on July 31, 2021. The annual rental for the added space is $82,880 for
the period from February 1, 2016 through July 31, 2017; $87,360 for the period August 1, 2017 through
July 31, 2019; and $89,600 for the period August 1, 2019 through July 31, 2021.

BACKGROUND

The Authority’s Expenditure Authorization Procedures governing real estate require the Trustees’
approval for the acquisition of lease interests in real property where the total term, including all renewal
options, exceeds ten (10) years.

The Authority has leased office space at 30 South Pearl Street since March 1, 1999. The original
lease has been amended on several occasions to extend the term and to adjust the leased square
footage, as required, to meet staffing needs. Pursuant to the New York State Public Authorities Law and
the Authority’s Real Estate Procurement Guidelines, staff periodically reviews Authority leases to insure
that any leased space is still required and that the rent paid represents fair market value for the type of
space and its location.

DISCUSSION

The square footage leased at 30 South Pearl Street has been adjusted on several occasions to
reflect changes in operational and staffing needs. For a period of time the entire tenth floor was leased,
but as staff was relocated the space was reduced. At present, the Authority leases approximately two-
thirds of the floor. However, as the result of recent staff additions, particularly in the Energy Efficiency
and Legislative and Regulatory Affairs groups, additional space is required. All available space, including
some storage and meeting space, is now being utilized by existing employees, and new employees are
sitting in temporary and inadequate locations. Additionally, due to the centralized location of the office
and proximity to other government entities, there is a significant need for ‘swing’ offices for both Authority
personnel and guests, and none are available. There is also a need for more storage and filing room
space.

The rental rate for the current leased space is $20 per square foot (‘psf’). Real Estate staff
negotiated a reduced rate for the new space, starting at $18.50 psf and increasing incrementally to $20
psf at the end of the term. The lease amendment also includes an option for an additional five-year term
at a rate to be negotiated. The rental rates and other charges set out above are competitive with similar
space in the Albany area. The Authority will incur no build-out costs or brokerage fees in this transaction.

FISCAL INFORMATION

Funds required for the lease extension will come from the Authority’s Capital Fund.
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RECOMMENDATION

The Senior Vice President — Wholesale Commercial Operations and the Vice President —
Enterprise Shared Services recommend that the Trustees approve the amendment of the Authority’s
current lease with PS Associates, L.P. to expand the leased premises located on the tenth floor at 30
South Pearl Street, Albany, New York from 12,600 square feet to 17,100 square feet.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, that the President and Chief
Executive Officer and the Vice President — Enterprise
Shared Services be, and hereby are, authorized to enter
into a lease extension with PS Associates, L.P. to
expand the current leased premises located on the tenth
floor at 30 South Pearl Street, Albany, NY from 12,600
square-feet to 17,100 square-feet, on substantially the
terms set forth herein, subject to approval of lease
documents by the Executive Vice President and General
Counsel or his designee; and be it further

RESOLVED, That the Vice President — Enterprise
Shared Services, or designee, is hereby authorized to
execute any and all other agreements, papers or
instruments on behalf of the Authority that may be
deemed necessary or desirable to carry out the
foregoing, subject to the approval by the Executive Vice
President and General Counsel; and be it further

RESOLVED, that the Chairman, the President
and Chief Executive Officer, the Chief Operating Officer,
the Senior Vice President — Wholesale Commercial
Operations and all other officers of the Authority are,
and each of them hereby is, authorized on behalf of the
Authority to do any and all things and take any and all
actions and execute and deliver any and all agreements,
certificates and other documents to effectuate the
foregoing resolution subject to the approval of the form
thereof by the Executive Vice President and General
Counsel.
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e. Finance:

i. Release of Funds in Support of the
Residential Consumer Discount Program
Created in Connection with the Recharge
New York Power Program

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve the release of funds during 2016 in support of the monthly
Residential Consumer Discount Program created in connection with the Recharge New York (‘Recharge
NY’) Power Program, as authorized by Chapter 60 of the Laws of 2011 (‘Chapter 60’). The funds are to
be released monthly, initially at a level of approximately $4.2 million per month through August, declining
to approximately $2.5 million per month through the end of the year, for a total of approximately $43.3
million. It is estimated that the $43.3 million authorized for the Residential Discounts in 2016 will be
entirely off-set from (1) Recharge NY hydropower allocated and sold to Recharge NY customers, and (2)
unallocated Recharge NY hydropower sold into the wholesale market.

BACKGROUND

The Authority is requested, from time to time, to make financial contributions and transfers of
funds to the State or to otherwise provide financial support for various State programs including the
Residential Consumer Discount Program related to Recharge NY.

Any such contribution or transfer of funds must (1) be authorized by the Legislature; (2) be
approved by the Trustees ‘as feasible and advisable,” and (3) satisfy the requirements of the Authority’s
General Resolution Authorizing Revenue Obligations dated February 24, 1998, as amended and
supplemented (‘Bond Resolution’). Further, as set forth in the Trustees’ Policy Statement dated May 24,
2011, a debt service coverage ratio of 2.0 shall be used as a reference point in considering any such
payments or transfers.

The Bond Resolution’s requirements to withdraw monies ‘free and clear of the lien and pledge
created by the [Bond] Resolution’ are such that withdrawals (a) must be for a ‘lawful corporate purpose as
determined by the Authority,” and (b) the Authority must determine, taking into account, among other
considerations, anticipated future receipt of revenues or other moneys constituting part of the Trust
Estate, that the funds to be so withdrawn are not needed for (i) payment of reasonable and necessary
operating expenses, (ii) an Operating Fund reserve for working capital, emergency repairs or
replacements, major renewals or for retirement from service, decommissioning or disposal of facilities, (iii)
payment of, or accumulation of a reserve for payment of, interest and principal on senior debt or (iv)
payment of interest and principal on subordinate debt.

DISCUSSION

In March 2011, Governor Cuomo signed into law legislation creating the Recharge NY Power
Program. The Program utilizes 455 megawatts (‘MW’) of the firm power from the Authority’s Niagara and
St. Lawrence hydroelectric facilities, combined with market-based power purchases, forming a new, 910-
megawatt economic development power program to replace and expand upon the Power For Jobs (‘PFJ")
and Energy Cost Savings Benefits (‘ECSB’) economic development programs.

As part of the Recharge NY Power Program, the Authority, on August 1, 2011, withdrew all 455

MW of the firm hydroelectric power previously sold to certain utility companies for the benefit of their
residential consumers. To mitigate the price impacts of this withdrawal on the residential consumers, the
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Authority was authorized by Chapter 60, as deemed feasible and advisable by the Trustees, to fund
monthly ‘Residential Consumer Discount Program’ payments for the benefit of such consumers on a
declining schedule. For each of the first three years following the withdrawal, the Authority is authorized
to provide $100 million per year to fund the discounts. In years four and five following the withdrawal, the
Authority is authorized to fund discounts of $70 million and $50 million, respectively. Beginning in year
six following the withdrawal, and for each year thereafter, the Authority is authorized to fund discounts of
$30 million per year.

The Authority is authorized to use the revenues from the sale of the withdrawn power, together
with any other funds of the Authority as the Trustees may deem feasible and advisable, to support the
Residential Consumer Discount Program. The net cost to the Authority of the Residential Discounts, after
taking into account the resale of the power following the withdrawal from its prior use to supply certain
utility companies for the benefit of their residential consumers, is projected to be entirely off-set from (1)
Recharge NY hydropower allocated and sold to Recharge NY customers, and (2) unallocated Recharge
NY hydropower sold into the wholesale market during 2016. Given the volatility in market prices,
however, there is no assurance that the sale of this power will produce sufficient revenues to cover the
amount of the residential discounts.

The Trustees have previously approved the release of funds in support of the Residential
Consumer Discount Program, the most recent action being taken at the February 26, 2015 meeting.
Under consideration today are payments for 2016. Staff intends to return to the Trustees with a
recommendation as to the release of any future amounts related to the Residential Consumer Discount
Program based on how the overall program is progressing as well as the financial circumstances of the
Authority at the time such payments are to be considered.

Staff has reviewed the effects of the anticipated payments of the Residential Consumer Discount
Program (up to $43.3 million) on the Authority’s projected financial position and reserve requirements. In
addition, in accordance with the Board’s Policy Statement, staff calculated the impact of these amounts
on the Authority’s debt service coverage ratio and determined it would not fall below the 2.0 reference
point level. Given the current financial condition of the Authority, its estimated future revenues, operating
expenses, debt service and reserve requirements, staff is of the view that it will be feasible for the
Authority to provide up to $43.3 million of the Residential Consumer Discount Program at this time.

FISCAL INFORMATION

Staff has determined that sufficient funds are available in the Operating Fund to provide up to
$43.3 million in support for the Residential Consumer Discount Program authorized by Chapter 60 at this
time, and that such Authority funds are not needed for any of the purposes specified in Section 503(1)(a)-
(c) of the Authority’s Bond Resolution. The release of up to $43.3 million associated with the Residential
Consumer Discount Program payments was anticipated and reflected in the Power Authority’s 2016
Operating Budget approved by the Trustees at their December 17, 2015 meeting. The net cost to the
Authority of the Residential Consumer Discounts, after taking into account the resale of the power
following the withdrawal from its prior use to supply certain utility companies for the benefit of their
residential consumers, is projected to be entirely off-set from Recharge NY hydropower allocated and
sold to Recharge NY customers and unallocated Recharge NY hydropower sold into the wholesale
market during 2016. These monthly payments will be recorded as an expense at the time of payment.

RECOMMENDATION

The Treasurer recommends that the Trustees approve that the release of up to $43.3 million
related to the Residential Consumer Discount Program is feasible and advisable and to authorize such
payments.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”
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The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the Trustees hereby authorize
the release of up to $43.3 million from the Operating
Fund during 2016 to support the monthly Residential
Consumer Discount Program as authorized by Chapter
60 of the Laws of 2011 and as discussed in the
foregoing report of the President and Chief Executive
Officer; and be it further

RESOLVED, That the amount of up to $43.3
million to be used for the Residential Consumer
Discount Program described herein is not needed for
any of the purposes specified in Section 503(1)(a)-(c) of
the Authority’s General Resolution Authorizing Revenue
Obligations, as amended and supplemented; and be it
further

RESOLVED, That as a condition to making the
payments specified in the foregoing resolutions, on the
day of such payment the Treasurer or the Deputy
Treasurer shall certify that such monies are not then
needed for any of the purposes specified in Section
503(1)(a)-(c) of the Authority’s General Resolution
Authorizing Revenue Obligations, as amended and
supplemented; and be it further

RESOLVED, That the Chairman, the President
and Chief Executive Officer, the Chief Operating Officer,
the Executive Vice President and General Counsel, the
Executive Vice President and Chief Financial Officer, the
Corporate Secretary, the Treasurer and all other officers
of the Authority be, and each of them hereby is,
authorized and directed, for and in the name and on
behalf of the Authority, to do any and all things and take
any and all actions and execute and deliver any and all
certificates, agreements and other documents that they,
or any of them, may deem necessary or advisable to
effectuate the foregoing resolutions, subject to approval
as to the form thereof by the Executive Vice President
and General Counsel.
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i. Release of Funds in Support of the Northern
New York Power Proceeds Allocation Act

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

The Trustees are requested to approve the release of up to $5 million in funds into the Northern
New York Economic Development Fund representing ‘net earnings’ from the sale of unallocated St.
Lawrence County Economic Development Power into the wholesale energy market for the period January
1, 2016 through December 31, 2016, as authorized by Chapter 545 of the Laws of 2014.
BACKGROUND

1. Program Structure

On December 29, 2014, Governor Cuomo signed into law the Northern New York Power
Proceeds Allocation Act (the ‘Act’) which created a program intended to support economic development
by providing financial support for eligible economic development projects located, or proposed to be
located, in St. Lawrence County by eligible applicants.

In summary, the program is to be administered by the Authority, with assistance from the five-
member Northern New York Power Proceeds Allocation Board (‘NNYPPAB’) which the Act creates. The
NNYPPAB, whose members are appointed by the Governor, is authorized to solicit applications from
‘eligible applicants’ for financial assistance known as ‘fund benefits’ to support ‘eligible projects;’ evaluate
applications based on eligibility requirements and applicable criteria; and make recommendations to the
Trustees for awards of fund benefits. The Trustees are authorized to consider whether to make awards
of fund benefits to support eligible projects that are recommended by the NNYPPAB.

The Act defines ‘eligible applicant’ as a private business, including a not-for-profit corporation.
‘Eligible projects’ are defined as economic development projects that are or would be physically located
within St. Lawrence County that will support the growth of business in St. Lawrence County and thereby
lead to the creation or maintenance of jobs and tax revenues for the state and local governments.
Eligible projects may include capital investments in buildings, equipment, and associated infrastructure
(collectively, ‘infrastructure’) owned by an eligible applicant for fund benefits; transportation projects under
state or federally approved plans; the acquisition of land needed for infrastructure; research and
development where the results of such research and development will directly benefit New York State;
support for tourism and marketing and advertising efforts for St. Lawrence County tourism and business;
and energy-related projects. Eligible projects do not include, and fund benefits may not be used for,
public interest advertising or advocacy; lobbying; the support or opposition of any candidate for public
office; the support or opposition to any public issue; legal fees related to litigation of any kind; expenses
related to administrative proceedings before state or local agencies; or retail businesses as defined by
NNYPPAB, including without limitation, sports venues, gaming and gambling or entertainment-related
establishments, residential properties, or places of overnight accommodation.

Applications will be evaluated using the following criteria specified in the Act:
1. whether the eligible project would occur in the absence of an award of fund benefits;

2. the extent to which an award of fund benefits will result in new capital investment in the State by
the eligible applicant and the extent of such investment;

3. other assistance the eligible applicant may receive to support the eligible project;
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4. the type and cost of buildings, equipment and facilities to be constructed, enlarged or installed if
the eligible applicant were to receive an award of fund benefits;

5. the eligible applicant's payroll, salaries, benefits and number of jobs at the eligible project for
which an award of fund benefits is requested;

6. the number of jobs that will be created or retained within St. Lawrence County and any other
parts of the State in relation to the requested award of fund benefits, and the extent to which the
eligible applicant will agree to commit to creating or retaining such jobs as a condition to receiving
an award of fund benefits;

7. whether the eligible applicant is at risk of closing or curtailing facilities or operations in St.
Lawrence County and other parts of the State, relocating facilities or operations out of St.
Lawrence County and other parts of the State, or losing a significant number of jobs in St.
Lawrence County and other parts of the State, in the absence of an award of fund benefits;

8. the significance of the eligible project that would receive an award of fund benefits to the
economy of the area in which such eligible project is located; and

9. for new, expanded and/or rehabilitated facilities, the extent to which the eligible applicant will
commit to implement or otherwise make tangible investments in energy efficiency measures as a
condition to receiving an award of fund benefits.

The Act provides that the NNYPPAB shall also consider the extent to which an award of fund
benefits would be consistent with the strategies and priorities of any Regional Economic Development
Council having responsibility for the region in which the eligible project would be located, and authorizes
the NNYPPAB to solicit the views of organizations that have an interest in economic development in St.
Lawrence County regarding such matters as proposed funding strategies and priorities, and applications
for fund benefits.

2. Program Funding

The program is funded by ‘net earnings’ from the sale of unallocated St. Lawrence County
Economic Development Power (‘SLCEDP’). SLCEDP consists of up to 20 MW of hydropower from the
Authority’s St. Lawrence/FDR Power Project which the Authority has made available for sale to the Town
of Massena Electric Department (‘MED’) for MED to sub-allocate for economic development purposes in
accordance with a contract between the parties entered into in 2012 entitled ‘Agreement Governing the
Sale of St. Lawrence-FDR Project Power and Energy to the Town of Massena Electric Department for
Economic Development Purposes’ (the ‘Authority-TMED Contract’). The Act defines ‘net earnings’ as the
aggregate excess of revenues received by the Authority from the sale of energy associated with SLCEDP
by the Authority in the wholesale energy market over what revenues would have been received had such
energy been sold to MED on a firm basis under the terms of the Authority-MED contract. For the first five
years after enactment, the amount of SLCEDP that may be used by the Authority to generate net
earnings may not exceed the lesser of 20 MW or the amount of SLCEDP that has not been allocated by
the Authority under the Authority-MED contract for sub-allocations. Thereafter, the amount of SLCEDP
that may be used by the Authority to generate net earnings may not exceed the lesser of 10 MW or the
amount of SLCEDP that has not been allocated under the Authority-MED contract for sub-allocations.

The Act also authorized the Authority to create and maintain a fund known as the Northern New
York Economic Development Fund (the ‘NNYEDF’), and deposit net earnings into the NNYEDF as
determined to be feasible and advisable by the Trustees. The NNYEDF is a separate fund residing within
the Authority’s Operating Fund.
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DISCUSSION

The Authority is requested, from time to time, to provide financial support to the State or for
various other State programs. Any such transfer of funds must (1) be authorized by the Legislature, (2)
be approved by the Trustees ‘as feasible and advisable,” and (3) satisfy the requirements of the
Authority’s General Resolution Authorizing Revenue Obligations, dated February 24, 1998, as amended
and supplemented (‘Bond Resolution’). Further, as set forth in the Trustees’ Policy Statement dated May
24,2011, a debt service coverage ratio of 2.0 shall be used as a reference point in considering any such
payments or transfers.

The Bond Resolution’s requirements to withdraw monies ‘free and clear of the lien and pledge
created by the Bond Resolution’ are such that withdrawals (a) must be for a ‘lawful corporate purpose as
determined by the Authority,” and (b) the Authority must determine, taking into account, among other
considerations, anticipated future receipt of revenues or other moneys constituting part of the Trust
Estate, that the funds to be so withdrawn are not needed for (i) payment of reasonable and necessary
operating expenses, (ii) an Operating Fund reserve for working capital, emergency repairs or
replacements, major renewals or for retirement from service, decommissioning or disposal of facilities, (iii)
payment of, or accumulation of a reserve for payment of, interest and principal on senior debt, or (iv)
payment of interest and principal on subordinate debt.

The Trustees have already authorized the release of up to $3 million in net earnings from the
Operating Fund to the NNYEDF representing the then-estimated net earnings from inception through
December 31, 2015. Actual net earnings deposited into the NNYEDF through this period totaled $1.5
million.

Staff is seeking authorization to deposit into the NNYEDF all additional net earnings through
December 31, 2016 up to a total of $5 million. While it is estimated that approximately $3 million in net
earnings will be generated based upon current levels of unused St. Lawrence County Economic
Development Power and presently projected wholesale energy prices, the recommendation for up to $5
million reflects the potential volatility in market prices. If authorized by the Trustees, such net earnings
would be deposited into the NNYEDF on, at least, a quarterly basis.

Staff has reviewed the effects of a transfer of up to $5 million into the NNYEDF on the Authority’s
projected financial position and reserve requirements. In addition, in accordance with the Board’s Policy
Statement, staff calculated the impact of this transfer on the Authority’s debt service coverage ratio and
determined it would not fall below the 2.0 reference point. Given the current financial condition of the
Authority, its estimated future revenues, operating expenses, debt service and reserve requirements, staff
is of the view that it will be feasible for the Authority to make the deposit of up to $5 million over the
course of the stated time period.

FISCAL INFORMATION

Staff has determined that sufficient funds are available to provide up to $5 million for deposit into
the NNYEDF for the period January 1, 2016 through December 31, 2016, and that such Authority funds
are not needed for any of the purposes specified in Section 503(1)(a)-(c) of the Authority’s Bond
Resolution. Authorization for the deposit of net earnings into the NNYEDF for periods beyond December
31, 2016 will be requested of the Trustees at a later date. Provisions for the Authority’s fiscal year 2016
deposits for this program were also included in the 2016 Operating Forecast approved by the Trustees at
their December 17, 2015 meeting.

RECOMMENDATION

The Treasurer recommends that the Trustees affirm the deposit of up to $5 million into the
Northern New York Economic Development Fund for the period January 1, 2016 through December 31,
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2016 is feasible and advisable, and authorize such deposit to the extent such amount of net earnings is
generated during this timeframe.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That the Trustees hereby authorize
the release of up to $5 million from the Operating Fund
to the Northern New York Economic Development Fund
(“NNYEDF") for the period from January 1, 2016 through
December 31, 2016, to the extent such amount of net
earnings is generated during this timeframe, as
authorized by Chapter 545 of the Laws of 2014 (“Chapter
545") and as discussed in the foregoing report of the
President and Chief Executive Officer; and be it further

RESOLVED, That the amount of up to $5 million
to be released to the NNYEDF for the purposes
authorized by Chapter 545 described in the foregoing
resolution is not needed for any of the purposes
specified in Section 503(1)(a)-(c) of the Authority’s
General Resolution Authorizing Revenue Obligations, as
amended and supplemented; and be it further

RESOLVED, That as a condition to making the
releases specified in the foregoing resolutions, on the
day of such payment the Treasurer or the Deputy
Treasurer shall certify that such monies are not then
needed for any of the purposes specified in Section
503(1)(a)-(c) of the Authority’s General Resolution
Authorizing Revenue Obligations, as amended and
supplemented; and be it further

RESOLVED, That the Chairman, the President
and Chief Executive Officer, the Chief Operating Officer,
the Executive Vice President and General Counsel, the
Executive Vice President and Chief Financial Officer, the
Corporate Secretary, the Treasurer and all other officers
of the Authority be, and each of them hereby is,
authorized and directed, for and in the name and on
behalf of the Authority, to do any and all things and take
any and all actions and execute and deliver any and all
certificates, agreements and other documents that they,
or any of them, may deem necessary or advisable to
effectuate the foregoing resolutions, subject to approval
as to the form thereof by the Executive Vice President
and General Counsel.
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DISCUSSION AGENDA:

3. Staff Reports:

a. Report of the President and Chief Executive Officer

President Quiniones provided a year-end summary of the Authority’s performance, highlighting
some of the Authority’s accomplishments during 2015 (Exhibit “3a-A”).

Performance Scorecard

President Quiniones said the Authority had a successful year in 2015 despite some
operational challenges in the early part of the year and also challenges as a result of the collapse
of the price of electricity in the wholesale markets. He said the challenges in the early part of the
year were due to lack of anticipated water flow, based on the Authority’s forecast, and some
unanticipated forced outages which caused the Authority not to meet the Generation Market
Readiness and Safety performance goals. However, overall, the Authority had an excellent year;
its Net Income, excluding State assistance and voluntary contributions, was over $300 million,
which is in line with the Authority’s normal financial performance.

President Quiniones then provided the following report on the Authority’s accomplishments

during the year 2015.

“2015 Accomplishments

The 2015 accomplishments underscore NYPA's continuing commitment to its Mission
Statement which is to “Power the economic growth and competitiveness of New York State by
providing customers with low-cost, clean, reliable power and the innovative energy
infrastructure and services they value.” The Mission Statement guides our Strategic Vision
2020 and our ambitious plan to help NYPA stay ahead of the curve in an industry undergoing

significant and rapid changes.

Organizational Health

We can ensure our success only when all of us come together for acommon purpose.

That's why we take great satisfaction in the agreement NYPA reached with the International
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Brotherhood of Electrical Workers union on a contract that runs through March 2019. This

important milestone speaks volumes to our efforts to become one NYPA.

With this essential goal in mind, we worked hard to engage with all employees—both
salaried and union—across multiple locations. Still, we feel there is room for improvement so

that we can create an even more productive workplace.

With this goal in mind, we conducted an anonymous survey of salaried employees
through the Strategic Vision 2020 lens. We heard from 899 employees—an 86 percent
response rate—and received more than 5,000 comments. The survey confirmed that NYPA is
good at overall project execution, employee relationships and safety, and we are building on
many employee recommendations that will strengthen our organization’s communication,
teamwork and performance, and our ability to lead through change.

Strategy Implementation

The cornerstone of our Strategic Vision 2020 strategy, as we have often discussed, is our
multi-year effort to enhance our Smart Generation and Transmission capacity. Examples of
our moving forward on this objective include the Marcy-South Series Compensation smart-
grid project to relieve transmission congestion, which will be completed by June of this year,
and the introduction of SMART Path—a multiyear project to replace our oldest asset, the 230-
kilovolt Moses-Adirondack transmission lines that run 85 miles between the St. Lawrence-
Franklin D. Roosevelt Power Project in Massena and a substation in Lewis County in the
Adirondacks.

Customer Experience

This has been a very busy year for energy efficiency and economic development.

K-Solar

Working with the New York State Energy Research and Development Authority
(‘NYSERDA") and the State Education Department, we advanced the K-Solar program to help

schools lower energy costs by using solar power. More than 330 schools statewide have
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received free solar site assessments, and, to date, 10 districts have signed agreements
totaling 14 megawatts (‘MW’) of solar power.

We recently announced that the New York Institute for Special Education in the Bronx,

which has been around for 185 years, will be the site of the State's first solar schools project.

Economic Development

One important example of NYPA’s commitment to the New York communities is the
completion of the 10-year review of the St. Lawrence relicensing process.

The towns and villages surrounding our St. Lawrence facility will see an array of
necessary improvements as we work together to address economic development,
environmental and transportation issues. We will be turning a well-designed blueprint into

action for aregion of the State that needs our assistance.

Financial Performance

The three leading credit-rating agencies issued strong ratings for NYPA’s Series 2015 A
Revenue Bonds issue for up to $80 million, with each citing NYPA'’s prudent fiscal
management. Moody’s Investor Service assignhed an AA1 rating, Standard & Poor’s assighed

an AA long-term rating and Fitch Ratings assigned an AA rating.
Some of the financial indicators that also speak to our strong financial position include:

e Adjusted Net Income: $304 million (before any assistance to New York State)

e Debt Service Coverage Ratio: 2.75

e Debt to Total Capitalization: 28 percent (extremely low relative to our industry)

e Days Cash on Hand: 235 (a measure of liquidity)

Despite the collapse in electricity prices due to very low natural gas prices in the market

place, NYPA remains fiscally solid.

29



January 26, 2016

Enterprise Risk Management

Mr. Soubhagya Parija was hired as Senior Vice President and Chief Risk Officer.

In 2015, a modified framework to manage risks was introduced at the Power Authority that
focuses on optimal resource allocations in order to protect, as well as enhance the value of

the organization.

Guided by the principles of risk and opportunity, differing levels of controls will be
established based on the type and magnitude of risk while ensuring alignment with strategic
objectives.

The protection of our assets, our customers and the reliability of the grid are paramount at
the Power Authority. With cyber risk becoming a growing concern for all organizations, we
took a significant step in mitigating exposure to cyber threats with the acquisition of cyber

insurance and other cyber activities across the company.

Audit

Ms. Jennifer Faulkner was hired as our new Senior Vice President of Internal Audit.

The Internal Audit department underwent significant changes in 2015, from revision of its
mission to changes in methodology. We created and executed a transformation program
focusing on improving people, process and technology within the function. Internal Audit’s
new mission is to help improve operations, add value through consulting and being a trusted

business partner with all of the Business Units of the Power Authority.

Internal Audit has worked to help our capacity to prevent, detect, correct and escalate
critical issues and bridge the gap with managers by speaking their language. We have
engaged in high-visibility activities through audit, assessment and consulting activities
addressing risk. Internal Audit successfully completed the 2014 and 2015 Audit Plans during

2015.
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The team executed a 2016 risk assessment which led to the development of the 2016 Audit
Plan, ensuring that, companywide, significant risks are being addressed through audit,

consulting and assessment activities.

Operational Excellence

As | previously noted in our yearly Operational Scorecard, we have an important story to
tell about what we were able to achieve throughout 2015. Clearly, NYPA is well-positioned for
2016 and beyond, guided by Strategic Vision 2020 and working within the framework of

Governor Andrew Cuomo’s Energy Policy agenda.

President Quiniones ended by expressing his gratitude to the Board for their support,
assistance, guidance and counsel. He said the Authority will encounter many significant
challenges in the year ahead, but with the members’ help, it will build on its considerable progress

in the months ahead.”

Chairman Koelmel said that on behalf of the Board he wanted to thank President
Quiniones and his team for the Authority’s very strong year of performance. He said despite the
external influences which were beyond everyone’s control, President Quiniones continued to
navigate through them and built an even stronger foundation for the organization. He continued
that the Board is very pleased and proud to know that the organization is even better positioned
for 2016 than it was in 2015 and looks forward to an improved 2016 based on the operational

objectives and key strategic initiatives that are in place.
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b. Report of the Chief Risk Officer

Mr. Soubhagya Parija provided highlights of the report to the Trustees. (Exhibit “3b-A")

Top Enterprise Risks

Mr. Parija said that based on feedback from the Trustees and senior staff, two risks,
Workplace Safety and Regulatory Environment Changes, have been added to the list of top
enterprise risks. The Enterprise Risk Management (“ERM”) group has launched a full-scale risk
assessment and the top risks will be assessed through three main categories: Strategic, Internal,
and External risks.

Enterprise Risk Dashboard

Mr. Parija introduced the proposed Enterprise Risk dashboard to be used for Enterprise
Risk’s presentation to the Board. He said the goal is to link the top risks in terms of how they
might impact the corporate goals to Strategy goals.

The risk assessment process has been launched and staff will report annually on how the
top risks are trending. Enterprise Risk’s staff has met with EMC members and plans to undertake
a variety of cross-function work to assess risks and report to the Board on the results of the risk
assessment process in May.

Risk Management Activities

e Cyber Security

One of the findings based on the Cyber Security Risk Analysis conducted by Risk
Management was that they needed to understand the impact of a Cyber Security event on NYPA’s
reputation and public trust and also how they can be better prepared to address those situations
if it occurs. To that end, Enterprise Risk has launched a project to address those issues; this is
expected to be completed in May.

e Commodity Risks Portfolio Review

In order to understand the total risks of the Commodity Portfolio that NYPA has to deal
with, Enterprise Risk is continuing to pursue close relationships with the other business units to

create a strategy for Audit. ERM is also working with Finance and Marketing in terms of long-term
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contract negotiations; and Customer Energy Services to have a better understanding of their
risks.

ERM is also developing a set of key risk indicators with Strategy, monitoring metrics to be
more aligned with the key performance indicators so that ERM can have a clear story for the
Board, going forward.

Mr. Soubhagya ended by saying that he was pleased to inform the Board that Enterprise
Risk has been successful in recruiting a Senior Director for Enterprise Risk who will be joining the
group in February.

In response to a question from Trustee McKibben, Mr. Parija said, as mentioned by
President Quiniones, the Authority’s mission is to provide low-cost energy to its customers in
order to drive energy productivity in the state of New York. So, even though there is value for
energy, the energy that the Authority sells may not be monetized exactly based on the market
rates, but the Authority is still providing value to the state of New York through energy production
and distribution.

Mr. Lurie added that the first goal is largely internal and financially focused; the second
goal is operationally focused; and the third goal is designed to capture the value that the
Authority provides to its customers in various forms e.g. low-cost energy; carbon reduction or
resiliency. Staff is trying to design metrics around those goals.

In response to further questioning from Trustee McKibben, Mr. Lurie agreed that “value,”
technically, is an external measurement.

In response to a question from Trustee Kress, Mr. Parija said there are internal elements to
cyber security threats; however, the risks are categorized based on the risk sources. ERM’'s view
is that the risk sources for cyber security are primarily external. In response to further
guestioning from Trustee Kress, Mr. Parija said during the annual risk assessment process the
team will be assessing all of the top risks and will examine the benefit of disaggregating Cyber

and Physical Security through that process.
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In response to a question from Chairman Koelmel, Mr. Parija said other emerging risks will
be addressed as part of the risk assessment process and a dashboard reflecting those risks will
be provided, going forward.

In response to further questioning from Chairman Koelmel, Mr. Parija said the Authority
has undertaken a number of initiatives to address cyber security risks. e.g., Operations has
launched some initiatives and the Information Technology and Operations teams have been
working together, building more resilience into the systems and technology aspects of the
business. The risk assessment process is a specific project to address public trust and
reputational elements so that the Authority can be better prepared to address the potential impact
of a cyber event.

In response to a question from Trustee Nicandri, Mr. Parija said ERM has a trained
dashboard that portrays a short-view of the risk levels going up, down, or remaining stable; If the

dashboard shows risk levels going up, ERM will take immediate action.
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c. Report of the Chief Operating Officer

Mr. Joseph Kessler, Senior Vice President of Power Generation, provided highlights of the Chief
Operating Officer’s report to the Trustees. (Exhibit “3c-A")

Performance Measures:

Generation Market Readiness

e As stated previously, early in the year (2015) ice and emergent issues in Southeast New
York (“SENY”) created a deficit in the Generation Market Readiness measure. Although
the Authority did not reach the target of 99.4, this measure improved by the end of the
year.

* No significant issues in December 2015.

Transmission Reliability:

» Scheduled outages impacted this measure; however, the target, as projected, was met by
end-of-year 2015.

Environment, Health & Safety:

Environmental Incidents:

 Oneincident in December at the Niagara Project — SPDES outfall, 28 TSS [total suspended
solids] at 91 mg/l above permit limit.

Safety:

» Recovering from a difficult start in 2015. This measure was significantly below the
American Public Power Association’s average and below the BLS rate for utilities of 1.10;
therefore, the Authority did not recover this measure by end-of-year 2015.

* No safety incidents occurred in December; however, two previous injuries became DART
incidents due to employees having to undergo surgeries for shoulder injuries in February
(slip — B-G) and July (material handling — SENY).

Technical Compliance:

* NYPA is working to achieve compliance with the new cyber security standards before the
April 1, 2016 enforcement date. Some new requirements may be enforceable in July 2016
and is presently being assessed by staff.

Budget Portfolio:

e Significant non-recurring O&M and Capital work execution.

* In order to align the budget process and employee performance expectations, Operations
will continue with the milestone metrics it has been using to track performance in 2016.
Operations will, however, be looking at Cost, Scheduling, and Timing Performance Indices
to be piloted in 2016 for implementation in the 2017 budget cycle.
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e Operations is also raising expectations with a challenge process in 2016 that is intended
to demonstrate technical, NPV, Approval-process, resourcing and review (feedback)
criteria for all new projects without compromising its ability to introduce innovative
proposals, going forward.

Asset Management:

» Operations has begun its first quarter 2016 regional outreach at the sites on the Strategic
Asset Management Plan with regard to some of the key initiatives — Safety, Security and
Workforce Development. Further information regarding these initiatives will be provided,
going forward.

Employee Engagement:

e Operations have started staffing plans to address Transmission Life Extension and
modernization (“T-LEM”) resources in Northern New York (“NNY”) and the Transmission
division.

» Started arotational assignment between Energy Control Center (“ECC”), Enterprise Risk
Management (“ERM") and Plant Operations within the FERC Standards of Conduct rules.

» Siteinvolvement with EPRI and other groups — hydro representation in Generation Sector,
for example.

e Labor — Apprenticeships — more succession issues — meetings underway to address these
issues.

» Staffing and resourcing the commitments — with unknown regarding the Canals initiative,
this will be a key issue.
President Quiniones added that the Authority is the first generation and transmission
owners in the United States that will be seeking the ISO-55000 standard, an international standard
on asset management, and commended the team for taking the lead in the utility industry in the

United States to attain this standard.
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d. Report of the Chief Financial Officer

Mr. Robert Lurie provided highlights of the Chief Financial Officer’s report to the Trustees (Exhibit
“3d-A").
Net Income
= Net income for the year was $69.3 million, which was $136.3 million lower than budgeted,
due to lower hydro production ($65 million), and lower market energy prices ($145 million),
partially offset by lower O&M and other expenses ($73 million). Lower production resulted
from low precipitation and a less than normal winter ice thaw early in the year. Lower

O&M and other expenses reflect underspending in programs including Five City Master

Plan, Western NY Workforce Development and Customer Energy Solutions.

= During the month of December, the Authority experienced a net loss of $5.9 million, which
was $23.1 million worse than the budgeted $17.2 million net income. These results were
due primarily to a lower net margin on sales ($17.4 million) and a mark-to-market loss on
the Authority’s investment portfolio ($2.8 million, higher than anticipated market interest
rates). The lower net margin on sales was primarily attributable to significantly lower
prices on market sales of hydro energy into the ISO market.

Mr. Lurie said the Authority’s year-end performance was very good and commended staff
for the actions taken to ensure that the Authority remain in a positive range, financially. He said,
as mentioned by President Quiniones in his report, reduction in water flows impacted hydro
generation. The collapse in energy prices throughout the state, particularly in upstate New York,
resulted in approximately $145 million in lost revenue from energy sales in the wholesale market.
However, the Authority was able to control its operating expenses to bring its income back in line.
Overall, given the negative factors that occurred during the year — a testament of the resiliency of
the Authority’s business — the Authority’s financial condition remained strong.

The Authority’s debt coverage service ratio was originally expected to be extremely high;
however, the Authority exceeded its minimum target level of 2X debt service coverage, and

therefore, was able to sustain its AA bond rating from all of the rating agencies.
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In response to a question from Trustee McKibben, Mr. Lurie said, the Authority took
advantage of the lower rates, and, in the fall, issued new bonds to refinance old bonds, which
process resulted in savings for the Authority.

With regard to the 2016 budget, Mr. Lurie said the efforts that the Authority is making to
focus on the way it invest funds — examining the economic returns expected from investments;
whether it should delay investments and the associated risks of that decision; and the alignment
of its investments to its Strategic Plan — will continue to result in positive returns for the Authority
in 2016.

In response to comments from Trustee McKibben, Mr. Lurie said the Authority will be
watching its costs and the investments planned for the year in order to make sure all components
of its business are contributing to its overall returns. In addition, all of NYPA’s programs will be
reviewed to ensure that they contribute their fair share to providing the “cushion” necessary for
the Authority to withstand the market volatility. The Authority will have to be more disciplined
about “cost-shifting” in each of its various program areas and make sure that it is disciplined

about providing the return necessary to cover risks.
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4., Power Allocations and Proceeds:

a. Compliance Review — Globe Metallurgical, Inc.

The President and Chief Executive Officer submitted the following report:
“‘SUMMARY

On July 30, 2015, Authority staff presented the results of its compliance review for customers in
the Expansion Power (‘EP’), Replacement Power (‘RP’) and Preservation Power (‘PP) (collectively,
‘Hydropower’) programs who were in service for the full twelve months of the reporting period of January
2014 through December 2014 (the ‘Reporting Period’). In summary, based on staff’'s recommendations
the Trustees authorized a reduction in the contract demands and Hydropower allocations of customers
who failed to achieve at least a 75% compliance level for job retention commitments, capital investment
commitments, or power utilization commitments. At the time of this meeting, staff was still considering the
compliance status and possible compliance recommendations for Globe Metallurgical, Inc. (‘Globe’).

The purpose of this memorandum is to inform the Trustees of the results of an audit of Globe that
was conducted by Dannible & McKee, LLP, an independent auditing firm, after the July 30th Trustees’
meeting, and to make recommendations for compliance action regarding Globe.

Based on Staff’s review, the Trustees are asked to authorize a reduction in the contract demand
and corresponding Hydropower allocations for Globe based on Globe’s failure to achieve at least a 75%
compliance level of its job retention commitments, the same compliance threshold used for other
Hydropower customers as authorized by the Trustees at the July 30th meeting. Specifically, staff
recommends the contract demand and Hydropower allocations of Globe be reduced to the amounts
indicated on Exhibit ‘4a-A." In addition, consistent with the approach for other Hydropower customers
authorized by the Trustees at the July 30th meeting, staff recommends the Trustees authorize the
Authority to adjust the job commitments for Globe as indicated on Exhibit ‘4a-A’ to reflect the reductions in
the contract demand and Hydropower allocations.

BACKGROUND

At noted above, in July 2015, staff conducted its annual compliance review of customers in the
EP, RP and PP Hydropower programs. The review examined contract compliance in three areas: (1) job
retention; (2) power utilization; and (3) capital investment. Customers subject to compliance review
began submitting their compliance reports to the Authority in February 2015.

In addition to the basic requirement to pay for electric service, Hydropower contracts typically
provide for several ‘supplemental’ commitments by the customer relating to (1) job creation and/or
retention, (2) capital investment, and/or (3) power utilization (collectively, ‘Supplemental Commitments’).
Each year, staff performs a review of all in-service Hydropower allocation contracts for compliance with
the Supplemental Commitments.

To facilitate compliance review and contract enforcement, nearly all Hydropower contracts require
customers to report information on the Supplemental Commitments. Customers are required to report
pertinent information no later than February 28 of each year for the prior 12-month reporting period from
January through December.

As more specifically detailed in the Hydropower contracts, if a customer’s report indicates that
any of its Supplemental Commitments for the reporting period is below the compliance threshold of 90%,
the Authority may take action against the customer, which may include reducing the customer’s
Hydropower allocations on a pro rata basis. Pro-rata reductions taken are rounded up to the nearest 50
kilowatts (‘kW’).
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DISCUSSION

When staff reported the results of its 2014 compliance review at the July 30th Trustees’ meeting,
it was still considering Globe’s circumstances, and recommendations for reduction of Globe's contract
demand and Hydropower allocations in response to Globe’s compliance report for 2014 indicating it had
failed to meet its commitment to create and maintain 500 jobs in exchange for Hydropower allocations of
7,353 kW of EP and a 32,647 kW of RP allocation (the ‘Allocation’). A basis for the Allocation was a
proposed plant expansion by Globe that was intended support the employment commitment. The
expansion has not come to fruition.

Since that time, staff retained an independent auditing firm, Dannible & McKee, LLP (‘DM’), to
conduct an audit of Globe’s employment status. In summary, based on the results of the audit and
discussions with the Authority’s internal audit department, the Authority reached the following
conclusions:

e Globe reported 105.5 jobs for the 2014 compliance period (although the audit indicated Globe
actually employed 101.1 jobs during this period).

e Globe reported 126 jobs for 2013 (although the audit indicated Globe actually employed 99.18
jobs during this period. Globe attributed the discrepancy to a clerical error).

e Globe employed an average of approximately 100 employees in 2015.

e The facility expansion that was proposed to help support the job commitment has not occurred
and there is no concrete timeline for the expansion to proceed.

e No basis exists for staff to conclude that any change in Globe’s business model is planned that
would result in a material increase in jobs at Globe’s facility in the near term that would bring
Globe into compliance with its job commitment.

Data collected as a result of the Dannible & McKee audit is attached to this report in three separate pages
produced as a result of the audit (#00-13PA, #00-14PA, #00-15PA) as Exhibit ‘4a-B.’

As detailed above, Hydropower contracts require customers to achieve at least a 90%
compliance rate in the three commitment areas noted. Consistent with the compliance approach for other
Hydropower customers authorized at the July 30, 2015 Trustees’ meeting, staff is recommending
compliance enforcement for Globe based on Globe’s failure to achieve at least a 75% compliance level
for its job creation and retention commitment.

As noted in Exhibit ‘4a-A’, the year-end monthly average number of employees reported by Globe
in its 2014 compliance report was 105, or 21% of the Globe’s Base Employment Level of 500 — Globe’s
Hydropower contract job commitment.

Accordingly, staff recommends that the Trustees authorize a reduction in the contract demand
and Hydropower Allocation for Globe to the amounts indicated on Exhibit ‘4a-A." In addition, consistent
with the approach authorized for other Hydropower customers at the July 30th Trustees’ meeting, staff
recommends that the Trustees authorize the Authority to adjust the job commitments for Globe as
indicated on Exhibit ‘4a-A’ to reflect the reduced contract demand and Hydropower Allocation.

While the reduction of Globe’s contract demand and Hydropower Allocation may have the effect
of increasing Globe’s operating costs, the Authority notes that no compliance action was taken against
Globe in 2014 although Globe was not compliant with its job commitment during the 2013 compliance
period. In addition, while no final decision has been made, staff is considering a phased reduction of
Globe’s contract demand and Hydropower Allocation, targeting all reductions to be made by June 1,
2016.
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Should Globe’s expansion plans change, it can apply for additional hydropower to support the
project.

RECOMMENDATION

The Senior Vice President — Economic Development and Energy Efficiency recommends that the
Trustees authorize a reduction of the contract demand and Hydropower Allocation for Globe Metallurgical
Inc. as set forth in Exhibit ‘4a-A’ to the amount indicated on Exhibit ‘4a-A’, and authorize the Authority to
adjust the job commitment for Globe as indicated on Exhibit ‘4a-A’ to reflect the reductions in the contract
demand and Hydropower Allocation.

For the reasons stated, | recommend the approval of the above-requested action by adoption of
the resolution below.”

Mr. James Pasquale provided highlights of staff's recommendation to the Trustees. In
response to a question from Trustee Nicandri, Mr. Pasquale said because Globe’s facility was
shut for five years, the 100 jobs the company needed to restart the facility was deemed to be
newly-created jobs. Chairman Koelmel commended Mr. Pasquale and staff for their efforts in
pondering the range of options and considerations on whether to recommend a full versus a pro-
rate reduction to the company before their final recommendation to the Board.

The following resolution, as submitted by the President and Chief Executive Officer, was
unanimously adopted.

RESOLVED, That for the reasons described in
the foregoing report of the President and Chief
Executive Officer and Exhibits “4a-A” and *'4a-B”
thereto, the Trustees hereby approve the reduction of
the contract demand and hydropower allocations for
Globe Metallurgical, Inc. (“Globe”) to the amounts
indicated in Exhibit “4a-A,” and authorize the Authority
to adjust the job commitments for Globe as indicated on
Exhibit “4a-A” to reflect the reduction in the contract
demand and hydropower allocations; and be it further

RESOLVED, That the Chairman, the President
and Chief Executive Officer, the Chief Operating Officer
and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to
do any and all things and take any and all actions and
execute and deliver any and all agreements, certificates
and other documents to effectuate the foregoing
resolution, subject to the approval of the form thereof by
the Executive Vice President and General Counsel.
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5. Informational ltem:

01 2016 Energy Industry Update

Mr. Adam Brudnick, Strategy Project Manager, provided the following update on the
Energy Industry.

“Introduction and Objectives

This is an ongoing series of quarterly industry updates that will help ensure the Board and
senior staff has the latest trends and information available to them as they deliberate the
proper course of action for the Authority. Each year, one presentation will focus on broad
trends in the electricity industry and the other three will be deep-dives on specific areas of
interest.

This presentation is arecap of the information shared with the Board in December 2015.

Although there have been some developments since that time — turmoil in the stock
market, low oil prices, and an extension to solar tax credits — these insights still hold.

There are five mega-trends that are affecting the utility industry. How these trends may
affect NYPA in the years to come is discussed below:

1. Slowing Growth in Electricity Sales

Growth in electricity sales has been shrinking for decades and is now showing signs
of flattening.
The growth rate in centralized generation has been declining since the 1950s; in recent
years it has reached a critical juncture.
Electricity sales forecasts made in 2005 through 2014:
1) each year the forecasts are revised downward,;
2) notonly are the actuals well below the forecasts, they have, essentially, been
flat for the past 5 years.
Aside from sluggish economic growth, two main factors are behind the sales
stagnation: 1) Efficiency gains have reduced the amount of energy needed; and 2) the
increase in self-generation (e.g. solar power and customer-sited back-up generators)

allows customers to access electricity without having to buy it on the market. Analysts
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did not expect these to spread as quickly as they have, so their forecasts have been high.

The impact of those technologies has been so great, overall sales of electricity have been

flat for the past five years.

In the long term, sales will probably go up — as long as standards of living go up, so
will electricity consumption. However, it is not clear when sales will grow or by how much.
The assumption is that there will not be significant growth in electricity sales in the near
term. The most recent projection sees sales less than 5% over 2010 levels.

NYPA's generation is among the cheapest and cleanest in the world; so while it can
weather the storm, it is unlikely it will see significant revenue growth from power sales.”
In response to a question from Trustee McKibben, Mr. Brudnick said the current forecast

on distributed generation, specifically solar, is, basically, exponential. The solar tax credit has
been extended; therefore, whatever the Authority is forecasting now will not be a factor. This
information will be included in the reports, going forward.

Responding to further questioning from Trustee McKibben, Mr. Brudnick said this report
addresses electricity sales in terms of volume. Prices may go up if there are regulatory changes
or changes in the price of natural gas; as for demand-based price increase, it is unlikely that the
margin will expand greatly.

2. “Peak Demand

Energy consumption represents the total amount of electricity used, and peak
demand represents the highest amount of power drawn. (the rate at which electricity is
consumed)

For the first eight years between 1992 and 2012, peak demand and energy
consumption went up hand-in-hand. After the year 2000, they started to diverge. By 2012,
peak demand grew by about three times as much as energy consumption on arelative
basis. Looking at the past few years, peak demand and energy consumption appears to
be getting further apart.

This trend is driven by a number of factors e.g. consumer electronics and increases in

energy efficiency, the impact being that consumers are now facing two pressures,
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affordability and reliability. In New York, the grid has the capacity to supply over 30 GW
of power, and consumers typically use only 60% of that capacity during the year. This can
result in affordability issues because customers will have to pay for capacity that is sitting
idle most of the year. From a reliability perspective, because power plants operate big
heavy machines with a lot of inertia, unless you can get them up to speed and back down
in perfect sync with demand, you may experience power quality issues such as
“brownouts” or “blackouts.”

While this does not pose arisk to NYPA's business, it does present an opportunity.
Through its Customer Services group, the Authority can leverage its exposure to
commercial and industrial customers in NYS by addressing this issue through novel
approaches and provide power more affordably and reliably than the current system. This
is an area that the Authority will be discussing in its annual strategy offsite meeting and
report to the Board at its meeting in March.”

In response to a question from Chairman Koelmel, Mr. Brudnick said peak demand is the
maximum demand in any year.

3. “Transmission system

Unless one has a functioning Transmission system one cannot actually get the power
from the power plants to the consumers to satisfy their peak demands. This requires
investment; however, timing and economics are currently uncertain.

Although NYISO forecasts that the transmission grid in New York requires about $25
billion in investment over the next 30 years to meet energy needs, private investment in
transmission peaked in 2014 and has been projected to go down at least 3% per year in
the near future. The gap between private investment and investment need creates a
potential opportunity for NYPA to step in and invest profitably in transmission. The
Authority currently owns approximately one-third of the high-voltage transmission in the
state.

Unfortunately, despite the Authority’s size and unique mandate, it is still subject to the

same regulatory and business uncertainties holding back private investment — mostly
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reflected in uncertainties in rate recovery and project timelines. Therefore, in order to

maintain its rating in the State the Authority has adopted a strategy of opportunistic

investments coupled with capability development. The Authority’s Smart Generation and

Transmission and Asset Management initiatives are tapping the power of data to get more

out of its existing infrastructure, and, in the last few months, has placed a bid to upgrade

the transmission grid and relieve congestion in Western New York.

Going forward, the Authority will continue to develop its capabilities and look for
opportunities to invest profitably in transmission; however, until the regulatory roadblocks
begin to shift, it does not expect to see many near-term opportunities in transmission.”

In response to a question from Chairman Koelmel, Mr. Brudnick said there are
opportunities to work with other players in the industry to reform the regulatory roadblocks, but it
is unlikely to change in the next several months. President Quiniones said that transmission is
very difficult to site because it crosses through multiple jurisdiction which usually spur a lot of
local opposition.

Mr. Lurie added that, on the other side, those investments would be financially attractive if
there were more certainty about being able to get through the regulatory process. FERC has tried
to encourage new investments in transmission by providing reasonable healthy returns on capital
that is invested. The problem is that, due to the uncertainty, although there are a lot of players
interested in putting capital in transmission, until those barriers become clearer, that capital is
going to stay on the sidelines.

“The growth in electric sales is relatively flat and being driven by improvements in
efficiency and growing self-generation. We are experiencing a larger gap between peak
demand and energy consumption which is creating lower rates of utilization and putting
stress on the grid and that increases the risk of power quality issues. Investing in the
transmission grid can help mitigate those issues, but we are in an unfavorable regulatory
climate. Recent technology developments are opening another avenue to address these

issues.
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4. Enerqgy storage

Energy storage is rapidly becoming economically attractive.

Electricity is typically a ‘use-it-or-lose-it’ commodity. Unlike oil, you cannot putitin a
big strategic reserve for use on a rainy day. Either that electron is put to work lighting a
room or cooling food, or it's immediately dissipated as heat. Electricity storage, which
can come in the form of many different technologies, promises to change that. By
allowing customers to buy power when it's cheap and use that cheap power later rather
than buying expensive power, lets customers conduct a sort of intra-day arbitrage.

There are certain customers who would find it profitable today to engage in electrical
storage. What makes the difference between those who would profit and those who would
not, is their pattern of energy usage and the daily swings in electricity costs. Because
NYC is so capacity constrained, there are large price swings for large customers —which
is why most of the profitable applications are in NYC. What is important is that investors
expect the costs of storage to drop by 10% per year; so, as that cost comes down,
customers will find it profitable to store electricity and lower their peak energy usage.

As storage penetrates the market, it presents both opportunities and risks for NYPA.
On the opportunity side, the Authority can help its customers take advantage of this
technology to boost their resiliency and lower their electricity as well as reduce the peak
stress on the grid. However, from a risk perspective, increased storage may also lower
the value of NYPA'’s “peakier” plants. It will be some time before storage becomes large
enough to have an impact on those plants; however, it is alonger term risk NYPA should
be aware of.

Over the coming months, NYPA will be engaging with storage and other technologies
that help manage peak demand (including data analytics and efficiency upgrades) to
determine where NYPA should be investing and how it can mitigate the risks these new
technologies pose.”

In response to a question from Chairman Koelmel, Mr. Brudnick said, with the concept of

electricity storage, consumers would buy energy when it's cheap and use it when it's expensive
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rather than paying for it when it is expensive. In terms of storage, there are different applications
— batteries, or pumped-storage such as the Authority’s facility at B-G. Typically, when looking at
the new trends in storage we are referring to customer-sited storage based on batteries.

President Quiniones added that the current technology leader in this phase is Lithium lon.
However, the question has been asked whether Lithium lon is the one that will be scalable for use
in the grid since there are other chemical technologies that are being looked into, including liquid
chemicals that can store vast amounts of electricity. Mr. Lurie also added that, as peak demand
continue to grow, the system could get less efficient; and a lot of the capacity needed to satisfy
peak demand is not used most of the time. Therefore, instead of building more capacity in the
system to handle the growing peak demand, one way to deal with it is to use technologies like
storage to store that electrical power until it is needed during peak demand, instead of creating
more wires, etc. to move the power from several sources. If this becomes more economic and the
cost of battery comes down, the Authority will have an opportunity, not only to make the system
more efficient, but also to lower the cost of satisfying customers’ peak power needs.

President Quiniones also added that, at the present time, the Authority is the largest
storage provider in NYS with the Lewiston-pumped generating plant which is part of the Niagara
Power Project that is a large storage facility and the Blenheim-Gilboa Power Plant, with almost
1200 MW of pumped-storage.

In response to a question from Trustee Nicandri, Mr. Brudnick said the $25 billion over the
30 years for Transmission Life Extension Modernization (“T-LEM”) investments, as previously
mentioned, is to ensure that the grid will still work for the next century. New York City has only a
couple of lines coming into it; the congestion cost is estimated to be about $9 billion of waste and

this is an opportunity for NYPA to invest in to improve the grid.

5. “Investment trends

Investment trends suggest that most of the future growth will be downstream. Most of
the profit is in generation and regulated utilities and transmission/ distribution. Retail and

services, which, today, are not very large industries, are expected to grow significantly
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over the next few years and address many of the problems facing the utility industry in
terms of cleanliness, affordability, and reliability.

Generation: flat demand and low prices are limiting the upside, but NYPA's generation
has some of the lowest costs in the world; so, while the Authority will face some difficulty,
there is no risk of it being forced out of the market.

Transmission: this is helpful for addressing the issues that the Authority faces and
capital is ready for replacement; however, regulatory environment means the Authority
has to take an opportunistic stance and invest where it can.

Retail and services: this is where innovation is happening, and storage is just one of

the technologies about to come into its own. The ability of these customer-sited models to
help ensure cheap, reliable, and clean power has been part of the conversation for a while,
but it is exciting to see it come to fruition. NYPA's existing initiatives, such as the
Customer Services group and New York Energy Manager, provide a strong base to build
on.

Overall, the Authority is in a strong position to navigate these changing trends.
NYPA's financial and operational positions give it the freedom and security to manage the
shifts in the industry. The Authority is in a unique position to maintain what it has; not
only does it have the capability to invest in high growth areas, but it’s part of its core
mission to provide New Yorkers with cheap, reliable, and clean electricity. Going forward,
the Authority plans to continue to evaluate opportunities downstream while maintaining
its core business in the generation and transmission space.

In summary, the Authority is well-positioned in the market. NYPA has cheap
generation which protects it from price shocks and it owns about one-third of the
transmission space. Downstream, the Authority’s Customer Solutions group and the New
York Energy Manager initiatives provide a strong base to build on should the Authority
decide to invest further in that space. Technologies are offering new solutions to match

supply and demand and they provide both opportunities and risks to the Authority’s
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business model. These will be discussed at the strategy meeting in March and reported to

the Board at the May meeting.”
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6. Informational ltem:

New Corporate Performance Metrics

Mr. Doug McMahon, Vice President of Strategy, provided the following highlights of the
new Corporate Performance Metrics and current efforts to revamp the Authority’s corporate
performance metric regime.

“Quantifying success for an organization such as NYPA is not as easy as it may first

appear:

 NYPA is a non-profit organization which means that typical financial metrics such as

profit and increase in share price are not the most appropriate measures of success;

« NYPA has two arms to its generation sales business: the first, contract sales, is driven
by the need to provide low-cost energy to customers and the second, merchant sales, is
driven by market energy prices — defining a meaningful revenue target is also fraught with

difficulty;

« NYPA’s business spans the energy value chain (generation, transmission and

customer), each with different, and sometimes conflicting, objectives.

This makes it challenging for NYPA to develop a set of corporate metrics that addresses
potentially conflicting goals (for example, low-cost and financial strength).
NYPA has a solid set of well-defined corporate metrics that staff already report on to the
Executive Management Committee (“EMC”) and Trustees. However, with the
implementation of its 2020 strategic vision / plan and rapidly changing marketplace
throwing out new challenges for NYPA to manage, the current set of corporate metrics
may no longer be 100% “fit for purpose.”
The following is a list of good practice characteristics that staff expects the

corporate metrics to exhibit:

1. Metrics should be output focused, demonstrating the value that NYPA delivers to

both its customers and the broader State of New York;
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2. Metrics should influence business decisions in a timely manner;

3. Metrics should utilize the increasing amount of business data that is available;

4. Metrics should provide a balanced view on business performance — for example,
weighing financial performance vs the value NYPA deliver to its customers and the

State;

5. Metrics should promote transparency and accountability across the business; and

6. Metrics should be tightly aligned to NYPA'’s strategic vision and goals.

The Authority’s corporate metrics will help to ensure that every person at NYPA is
working towards the same vision and set of goals, and that every NYPA employee clearly
understands the importance of the role they are playing in the delivery of its business
strategy.

NYPA's corporate metrics provide an integral link between its strategic vision /
goals and the strategic effectiveness of its business units / employees.

During the next phase of the corporate metrics project, staff will be working with
the business units to develop level 2 (business unit level) metrics, and throughout the
remainder of year will work with Human Resources and the rest of the business units to
cascade these metrics downward to individual employees’ annual objectives, as
appropriate.

Corporate Goals

NYPA has three corporate goals in support of its 2020 Strategic Plan. These goals
will explain what the Authority needs to focus on in order to successfully deliver its
Strategic Plan.

The first, Einancial Effectiveness, focuses on maximizing the amount of financial

capacity NYPA has at its disposal to make the investments required to achieve its
strategic ambition. This metric is about giving the Authority the means (or tools) to run a

healthy, impactful business.
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The second, Operational Effectiveness, focuses on ensuring that NYPA is running

a lean operation without compromising risk.

The final goal, Value from Energy, focuses more on the broader value that the

Authority’s customers receive from the energy it produces and services it delivers.

The importance of the first two goals to the ongoing health of the Authority is only
likely to increase as low gas prices continue to impact the Authority’s net income margins.

Focusing on one of these goals at the expense of the others will not result in the
realization of NYPA'’s strategic vision. Therefore, each of these goals will have to be
delivered collectively and in a balanced manner if the Authority’s strategic vision is to be
realized.

In order to achieve this, staff has taken the existing set of corporate metrics and
attempted to improve on them. Staff is proposing a set of nine corporate metrics that, if
developed further in conjunction with the business and measured appropriately, will best
define success for NYPA.

Five of these metrics directly align to NYPA's three corporate goals.

1. Financial Effectiveness — Economic Value Added. This is a measure of financial

performance based on the concept that all capital has a cost and that earning more
than the cost of capital (in this case the weighted average cost of capital) creates value
that can be utilized by the Authority in other ways. This concept has been rolled-out at
the business unit level over the last few months as part of the financial acumen
training project. It will now be rolled-up into a corporate level metric and used to

measure the overall healthiness of the Authority’s capital investment project portfolio.

2. Operational Effectiveness — staff is proposing three metrics:

i. Non Fuel O&M cost per mwh — this is a measure of operating efficiency as it

relates to NYPA'’s production of electricity, and is essentially a measure of how

lean NYPA'S operations are.
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ii. Commercial Availability — This is similar to the existing metric NYPA has for

generation market readiness and transmission reliability — but in this case, NYPA
is exploring whether it can add a weighting component to the metric based on the
“value” of energy during periods where it is unable to serve the market place. At
various times in the year (winter and summer) and even at times during the day
(for example when we head home from work), the value of energy is typically
higher. Therefore, the impact on the State (and to NYPA) of not being able to serve
the market at these times is also higher. If NYPA can define this metric correctly, it
will weight these periods of higher value appropriately, therefore, providing NYPA

with a more realistic view on the impact of planned and unplanned outages.

iii. Load Factor Optimization — this is a slightly more complicated metric that looks

to measure the economic efficiency of NYPA’s electricity generation. It is an
expression of how much energy is used in a time period by NYPA’s customers,
versus how much energy would have been used if the power had been left on
during a period of peak demand. This ratio of consumption to peak demand
(expressed as a percentage) is an important energy affordability indicator. The
more NYPA is able to work with its customers to suppress/avoid using energy
during peak periods, the lower the cost of each unit of energy that flows through
the system. In this case, the higher the load factor percentage, the more affordable

energy is to NYPA’s customers.

Value from Energy — the value of carbon reduction. This measure is the value of

avoided, created, carbon based on NYPA's efforts to run clean generation assets, to

manage energy efficient facilities, and to deliver energy efficiency and other related

services through its Customer Energy Solutions business. In essence, this looks to

exhibit to what extent NYPA is contributing to some of the State’s clean energy and

carbon reduction targets (e.g. CPP and 50 by 30).
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There are four more traditional metrics that do not specifically align to NYPA's
strategic goals but are no less important to the success of the Authority. Staff will be
working with the various subject matter experts across the Authority for each of these
metrics to see if they can improve on the existing measures that are in place.

The combination of these four metrics and the five previously indicated will work
together to provide a balanced perspective on NYPA’s performance.

- Balancing the need to implement projects that provide a return to NYPA vs. the
cleanliness, reliability and affordability benefits that these projects deliver to its

customers / the State.

- Balancing the need to run alean operation versus the need to manage operational

risk.

- Balancing NYPA'’s need to provide low-cost energy and be financially strong.

The metrics are a work in progress and staff has recently started to reach out to
the Business Units for support. Metric calculations and targets will be set through a
series of workshops with the Business Units over the forthcoming weeks and staff will
continue to revise the metrics until they a have set that best serve the needs of the
Authority.

In parallel, staff also need to start developing atier two / Business Unit metrics and
work with Enterprise Risk to integrate key risk indicators into the corporate metric regime.

The corporate metric regime is only as strong as the employees understanding
and belief in them. The more employees believe that the business has put in place the
right set of corporate metrics, and the more employees clearly understand the role each
play in impacting performance against the metrics, the more successful the business will
be and more likely NYPA will achieve its 2020 Strategic Plan.

Staff plans to start reporting on the revised set of metrics at the end of Q1 2016.”
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In response to a question from Chairman Koelmel, Mr. McMahon said the team will need to
spend some time understanding what are the most appropriate targets to be set against the new
metrics because firstly, staff have not, historically, collected data on some of the areas; and
secondly, some of the things that staff is looking to measure are very new for NYPA. There are a
lot of overlaps between the current set of corporate metrics and what staff is proposing.
Therefore, staff will run the two sets of metrics in parallel for a few months during the
presentations to the Board.

President Quiniones added that the goal is that by March, at the annual meeting, staff will
present a parallel set of metrics — the scorecard previously used and the new metrics. In May,
staff plans to transition to the new format of scorecards. Also in May, the Board will be given a
peak preview on the business unit level metrics. This will not be a part of the reporting at the
Board meetings, but is just to inform the Board that the Authority has a corporate level and a
Business Unit level metrics. In March, the Board will be provided a parallel presentation so that
members will understand exactly where the Authority is and where it is moving to.

In response to further questioning from Chairman Koelmel, Mr. Lurie said with the new
metrics the Authority is attempting to align the business with the strategic plan and goals and to
better describe the effectiveness of its current business with the new measures, e.g., the
commercial availability metric. The Authority is also trying to better refine the availability of its
plants during the period when it is needed the most by the State, and capture it in a metric. The
Authority is also trying to improve the way it measures its core business and capture the progress
made toward its strategic plan goals. In addition, new metrics have been added to better align the
Authority’s financial capacity to realize its strategic plan, value being provided to customers, and
the ability to match the supply and demand, particularly peak and off-peak times.

In response to still further questioning from Chairman Koelmel, President Quiniones said
the new metrics is more aligned with, and allows for, direct visibility to achieving the specific
strategic initiatives that the Authority has set forth in its strategy 20/20 plan. Mr. Lurie added that
it is also in alignment with state and national policy goals as well as carbon reduction goals, and

is therefore a major step for the Authority.
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In response to another question from Chairman Koelmel, Mr. McMahon said the Authority
is creating its own metrics as well as leveraging other industry metrics and performance criteria
to allow the Authority to better compare itself or be compared to. Staff has also looked to other
industries for examples, particularly in the operational effectiveness area, that the Authority could
draw on to come up with its metrics.

Mr. Lurie added that, in addition, the Economic Value Added metric enables the Authority
to provide some financial comparability to other organizations that have different levels of an
asset base. The commercial Availability Metric, for example, is being used by other utilities and
non-utility companies because it better reflects the market place. The metrics regarding peak
demand and carbon reduction are more emerging metrics in the industry.

In response to a question from Trustee Kress, Mr. McMahon said staff collaborated with
the various Business Units in developing the set of metrics presented to the Trustees today. The
next stage will be to sketch out a Business Unit-level version of the metrics by identifying to what
extent the business unit can contribute to the metrics through the activities that they undertake.
To that end, staff will be conducting a series of workshops with the business units within the next
couple of months in parallel to setting targets and measuring the top-tier metrics in order to report
on both levels at the May meeting.

Mr. Lurie added that at the March meeting, staff plans to introduce the concepts for the
“second-level” metrics without the numbers or targets attached to them. At that time, staff will be
able to describe how those metrics align to the corporate-level metrics and then present the full
regime to the Board at the May meeting. He continued that the need for alignment of the next
level metrics will allow employees to understand how their departments contribute to the
corporate metrics; and also a third level that allows individuals to understand how they,
personally, or their work function contributes to the departmental and the corporate metrics is the
goal for this year.

In response to a comment from Chairman Koelmel, President Quiniones said although this
is an opportunity to engage the broader workforce, the metrics has to be a combination of

“bottom-up” as well as “top down” — it starts at the corporate level, next, the business unit level,
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and then it will be embedded in the annual performance plans and development plans for the

Authority’s employees.
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7. Motion to Conduct an Executive Session

Mr. Chairman, | move that the Authority conduct an executive session pursuant to the
Public Officers Law of the State of New York section 8105 to discuss an ongoing investigation,
contract negotiations, labor negotiations, and matters leading to the promotion or demotion of a

particular person. Upon motion made and seconded an Executive Session was held.
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8. Motion to Resume Meeting in Open Session

Mr. Chairman, | move to resume the meeting in Open Session. Upon motion made and

seconded, the meeting resumed in Open Session.
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9. Next Meeting

The Annual meeting of the Trustees will be held on March 29, 2016 at the Clarence D.
Rappleyea Building, White Plains, New York, unless otherwise designated by the Chairman with the

concurrence of the Trustees.
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Closing

Upon motion made and seconded, the meeting was adjourned by the Chairman at approximately
12:35 p.m.

Karen Delince
Corporate Secretary
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New York Power Authority
Contracts for the Sale of Expansion - Transmittal to the Governor

Exhibit "2b i-A"
January 26, 2016

Trustee Proposed
Public Hearing Total Direct Sale
Authorization Allocation New Job Capital Contract
Line Company Name Program City County Date (kW) Jobs Commitment Investment Term
1 RockTenn CP, LLC EP North Tonawanda Niagara 9/29/2015 300 9 128 $7,503,000 7 Years




Exhibit 2b i-B

POWER AUTHORITY
OF THE
STATE OF NEW YORK
30 South Pearl Street

10™ Floor
Albany, New Y ork 12207-3425

AGREEMENT FOR THE SALE
OF EXPANSION POWER AND/OR REPLACEMENT POWER
To

ROCKTENN CP, LLC




The POWER AUTHORITY OF THE STATE OF NEW YORK (“Authority”), created
pursuant to Chapter 772 of the New York Laws of 1931 and existing under Title | of ArticleV of
the New Y ork Public Authorities Law (“PAL"), having its office and principal place of business
at 30 South Pearl Street, 10" Floor, Albany, New Y ork 12207-3425, hereby entersinto this
Agreement for the Sale of Expansion Power and/or Replacement Power (“ Agreement”) with
RockTenn CP, LLC (“Customer”) with offices at 51 Robinson Street, North Tonawanda, New
Y ork, 14120. The Authority and the Customer are from time to time referred to in this
Agreement as “Party” or collectively as “Parties” and agree follows:

RECITALS

WHEREAS, the Authority is authorized to sell hydroel ectric power produced by the
Niagara Power Project, Federal Energy Regulatory Commission (“FERC”) Project No. 2216,
known as “Expansion Power” (or “EP”), as further defined in this Agreement, to qualified
businessesin New Y ork State in accordance with PAL § 1005(5) and (13);

WHEREAS, the Authority is authorized to sell hydroel ectric power produced by the
Niagara Power Project, FERC Project No. 2216, known as “ Replacement Power” (or “RP’), as
further defined in this Agreement, to qualified businessesin New Y ork State in accordance with
PAL 8§ 1005(5) and (13);

WHEREAS, EP consists of 250 megawatts (“MW”) of firm hydroel ectric power and
associated firm energy produced by the Niagara Power Project;

WHEREAS, RP consists of 445 MW of firm hydroelectric power and associated firm
energy produced by the Niagara Power Project;

WHEREAS, the Authority is authorized pursuant to PAL § 1005(13)(a) to award EP
and/or RP based on, among other things, the criterialisted in the PAL, including but not limited
to an applicant’ s long-term commitment to the region as evidenced by the current and planned
capital investment; the type and number of jobs supported or created by the allocation; and the
state, regional and loca economic development strategies and priorities supported by local units
of governments in the areain which the recipient’s facilities are located;

WHEREAS, the Customer applied to the Authority for an allocation of hydropower to
support operations at a new and/or expanded facility to be constructed and operated by the
Customer (defined in Section | of this Agreement as the “Facility”);

WHEREAS, on September 29, 2015, the Authority’ s Board of Trustees (“ Trustees’)
approved a 300 kilowatt (“kwW”) allocation of EP to the Customer for a seven (7) year term
(defined in Section | of this Agreement as the “Allocation”) in connection with the construction
and operation of the Facility as further described in this Agreement;

WHEREAS, on September 29, 2015, the Trustees authorized the Authority to, among
other things, take any and all actions and execute and deliver any and all agreements and other
documents necessary to effectuate its approval of the Allocation;

WHEREAS, the provision of Electric Service associated with the Allocation isan
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unbundled service separate from the transmission and delivery of power and energy to the
Customer, and delivery service will be performed by the Customer’slocal electric utility in
accordance with the Utility Tariff;

WHEREAS, the Parties have reached an agreement on the sale of the Allocation to the
Customer on the terms and conditions provided for in this Agreement;

WHEREAS, the Authority has complied with requirements of PAL 8 1009 which
specifies the approval process for certain contracts negotiated by the Authority; and

WHEREAS, the Governor of the State of New Y ork has approved the terms of this
Agreement pursuant to PAL 8§ 1009(3).

NOW THEREFORE, in consideration of the mutual covenants herein, the Authority and
the Customer agree as follows:

NOW THEREFORE, the Parties hereto agree as follows:
I.  Definitions
A. Agreement meansthis Agreement.

B. Allocation refersto the allocation of EP and/or RP awarded to the Customer as specified
in Schedule A.

C. Contract Demand isasdefined in Service Tariff No. WNY -1.

D. Electric Serviceisthe Firm Power and Firm Energy associated with the Allocation and
sold by the Authority to the Customer in accordance with this Agreement, Service Tariff
No. WNY-1 and the Rules.

E. Expansion Power (or EP) is 250 MW of Firm Power and associated Firm Energy from
the Project eligible to be allocated by the Authority for sale to businesses pursuant to
PAL § 1005(5) and (13).

F.  Facility meansthe Customer’sfacilities as described in Schedule A to this Agreement.
G. Firm Power isasdefined in Service Tariff No. WNY-1.
H. Firm Energy isasdefined in Service Tariff No. WNY-1.

I.  FERC meansthe Federal Energy Regulatory Commission (or any successor
organization).

J. FERC License meansthefirst new license issued by FERC to the Authority for the
continued operation and maintenance of the Project, pursuant to Section 15 of the Federal
Power Act, which became effective September 1, 2007 after expiration of the Project’s
original license which became effective in 1957.
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Hydro Projectsis acollective reference to the Project and the Authority’ s St. Lawrence-
FDR Project, FERC Project No. 2000.

L oad Serving Entity (or L SE) means an entity designated by aretail electricity
customer (including the Customer) to provide capacity, energy and ancillary servicesto
serve such customer, in compliance with NY SO Tariffs, rules, manuals and procedures.

NY SO meansthe New Y ork Independent System Operator or any successor
organization.

NY1SO Tariffs meansthe NY1SO’s Open Access Transmission Tariff or the NYISO's
Market Administration and Control Area Services Tariff, as applicable, as such tariffs are
modified from time to time, or any successor to such tariffs.

Project means the Niagara Power Project, FERC Project No. 2216.

Replacement Power (or RP) is445 MW of Firm Power and associated Firm Energy
from the Project eligible to be allocated by the Authority for sale to businesses pursuant
to PAL § 1005(5) and (13).

Rules are the applicable provisions of Authority’s rules and regulations (Chapter X of
Title 21 of the Official Compilation of Codes, Rules and Regulations of the State of New
Y ork), as may be modified from time to time by the Authority.

Service Tariff No. WNY -1 means the Authority’s Service Tariff No. WNY-1, as may be
modified from time to time by the Authority, which contains, among other things, the rate
schedul e establishing rates and other commercia termsfor sale of Electric Serviceto
Customer under this Agreement.

Schedule A refersto the Schedule A entitled “Expansion Power and/or Replacement
Power Allocations’ which is attached to and made part of this Agreement.

Schedule B refers to the Schedule B entitled “ Expansion Power and/or Replacement
Power Commitments’ which is attached to and made part of this Agreement.

Schedule C refersto the Schedule C entitled “ Takedown Schedule” which is attached to
and made part of this Agreement.

Substitute Ener gy means energy that the Authority provides at the request of the
Customer to replace hydrod ectricity that would otherwise have been supplied to the
Customer under this Agreement. Unless otherwise agreed upon by the Parties, Substitute
Energy refersto energy purchased by the Authority for the Customer from markets
administered by the NY I SO.

Taxesisasdefined in Service Tariff No. WNY -1



A.

A.

Unforced Capacity (or “UCAP”) means the electric capacity required to be provided by
LSEsto serve dectric load as defined by the NY 1SO Tariffs, rules, manuals and
procedures.

Utility Tariff means the retail tariff(s) of the Customer’slocal electric utility filed and
approved by the PSC applicable to the delivery of EP and/or RP.

Electric Service

The Authority shall make available Electric Service to enabl e the Customer to receive the
Allocation in accordance with this Agreement, Service Tariff No. WNY -1 and the Rules.
The Customer shall not be entitled to receive Electric Service under this Agreement for
any EP and/or RP allocation unless such EP and/or RP allocation isidentified on
Schedule A.

The Authority will provide, and the Customer shall pay for, Electric Service with respect
to the Allocation specified on Schedule A. If Schedule C specifies a Takedown Schedule
for the Allocation, the Authority will provide, and the Customer shall take and pay for,
Electric Service with respect to the Allocation in accordance with such Takedown
Schedule.

The Authority shall provide UCAP in amounts necessary to meet the Customer’s NY1SO
UCAP requirements associated with the Allocation in accordance with the NY SO
Tariffs. The Customer shall be responsible to pay the Authority for such UCAPIn
accordance with Service Tariff No. WNY-1.

The Customer acknowledges and agrees that Customer’slocal electric utility shall be
responsible for delivering the Allocation to the Facility specified in Schedule A, and that
the Authority has no responsibility for delivering the Allocation to the Customer.

The Contract Demand for the Customer’ s Allocation may be modified by the Authority if
the amount of Firm Power and Firm Energy available for sale as EP or RP from the
Project is modified as required to comply with any ruling, order, or decision of any
regulatory or judicial body having jurisdiction, including but not limited to FERC. Any
such modification will be made on a pro ratabasisto all EP and RP customers, as
applicable, based on the terms of such ruling, order, or decision.

The Contract Demand may not exceed the Allocation.

Rates, Termsand Conditions

Electric Service shall be sold to the Customer based on the rates, terms and conditions
provided for in this Agreement, Service Tariff No. WNY -1 and the Rules.

Notwithstanding any provision of this Agreement to the contrary, the power and energy
rates for Electric Service shall be subject to increase by Authority at any time upon 30
days prior written notice to Customer if, after consideration by Authority of itslegal
obligations, the marketability of the output or use of the Project and Authority’s
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competitive position with respect to other suppliers, Authority determinesin its discretion
that increases in rates obtainable from any other Authority customers will not provide
revenues, together with other available Authority funds not needed for operation and

mai ntenance expenses, capital expenses, and reserves, sufficient to meet all requirements
specified in Authority’s bond and note resolutions and covenants with the holders of its
financial obligations. Authority shall useits best effortsto inform Customer at the
earliest practicable date of itsintent to increase the power and energy rates pursuant to
this provision. Any rate increase to Customer under this subsection shall be on anon-
discriminatory basis as compared to other Authority customers after giving consideration
to the factors set forth in the first sentence of this subsection. With respect to any such
increase, Authority shall forward to Customer with the notice of increase, an explanation
of al reasons for the increase, and shall also identify the sources from which Authority
will obtain the total of increased revenues and the bases upon which Authority will
allocate the increased revenue requirements among its customers. Any such increasein
rates shall remain in effect only so long as Authority determines such increaseis
necessary to provide revenues for the purposes stated in the preceding sentences.

V. Expansion Power and/or Replacement Power Commitments

A.

Schedule B sets forth the Customer’ s specific “ Expansion Power and/or Replacement
Power Commitments.” The commitments agreed to in Schedule B are in addition to any
other rights and obligations of the Parties provided for in the Agreement.

The Authority’ s obligation to provide Electric Service under this Agreement, and the
Customer’ s obligation to take and pay for such Electric Service, are expressly conditioned
upon the Customer’ s timely completion of the commitments described in Schedule B.

In the event of partial completion of the Facility which has resulted in such Facility being
partly operational and the partial attainment of the Base Employment Level, the Authority

may, upon the Customer’ s request, provide Electric Service to the Customer in an amount
determined by the Authority to fairly correspond to the completed portion of the Facility,

provided that the Customer demonstrates that the amount of requested Electric Serviceis

needed to support the operations of the partially completed Facility.

. The Customer shall give the Authority not less than ninety (90) days advance noticein

writing of the anticipated date of partia or full completion of the Facility. The Authority
will inspect the Facility for the purpose of verifying the completion status of the Facility
and notify Customer of the results of the inspection. The Authority will thereefter
commence Electric Service within areasonable time after verification based on applicable
operating procedures of the Authority, the Customer’slocal electric utility and the NY 1SO.

In the event the Customer fails to complete the Facility by September 29, 2018 (i.e.,
within three (3) years of the Authority’ s award of the Allocation), the Allocation, at the
option and discretion of the Authority, may be canceled or reduced by the total amount of
kilowatts determined by the Authority to fairly correspond to the uncompleted portion of
the Facility, provided that in such event, and upon request of the Customer, such date
may be extended by the Authority in its sole discretion.

6



V. Rulesand Service Tariff

Service Tariff No. WNY -1, as may be modified or superseded from time to time by the
Authority, is hereby incorporated into this Agreement with the same force and effect asiif
set forth herein at length. In the event of any inconsistencies, conflicts, or differences
between the provisions of Service Tariff No.WNY -1 and the Rules, the provisions of
Service Tariff No. WNY -1 shal govern. In the event of any inconsistencies, conflicts or
differences between the provisions of this Agreement and Service Tariff No. WNY -1, the
provisions of this Agreement shall govern.

VI. Transmission and Delivery of Firm Power and Firm Energy; Responsibility for Charges

A.

The Customer shall be responsible complying with all requirements of itslocal electric
utility that are necessary to enable the Customer to receive delivery service for the
Allocation. Ddlivery of the Allocation shall be subject to the Utility Tariff.

The Customer shall be solely responsible for paying its local electric utility for delivery
service associated with the Allocation in accordance with the Utility Tariff. Should the
Authority incur any charges associated with such delivery service, the Customer shall
reimburse the Authority for al such charges.

The Customer understands and acknowledges that delivery of the Allocation will be
made over transmission facilities under the control of the NY1SO. The Authority will act
as the L SE with respect to the NY SO, or arrange for another entity to do so on the
Authority’s behalf. The Customer agrees and understands that it shall be responsible to
the Authority for all costsincurred by the Authority with respect to the Allocation for the
services established in the NY 1SO Tariff, or other applicable tariff (“NY1SO Charges’),
as set forth in Service Tariff No. WNY -1 or any successor service tariff, regardless of
whether such NY 1SO Charges are transmission-related. Such NY1SO Charges shall bein
addition to the charges for power and energy.

By entering into this Agreement, the Customer consents to the exchange of information
between the Authority and the Customer’ s local e ectric utility pertaining to the Customer
that the Authority and the local electric utility determineis necessary to provide for the
Allocation, sale and delivery of EP and/or RP to the Customer, the proper and efficient
implementation of the EP and/or RP programs, billing related to EP and/or RP, and/or the
performance of such parties' obligations under any contracts or other arrangements
between them relating to such matters.

The provision of Electric Service by the Authority shall be dependent upon the existence
of awritten agreement or other form of understanding between the Authority and the
Customer’slocal electric utility on terms and conditions that are acceptable to the
Authority.

The Customer understands and acknowledges that the Authority may from time to time
reguire the Customer to complete forms, provide documentation, execute consents and
provide other information (collectively, “Information”) which the Authority determinesis
necessary for the provision of Electric Service, the delivery of EP and/or RP, billing
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related to the EP and/or RP program, the effective and proper administration of the EP
and/or RP program, and/or the performance of contracts or other arrangements between
the Authority and the Customer’ s local electric utility. The Customer’ sfailure to provide
such Information shall be grounds for the Authority in its sole discretion to withhold or
suspend Electric Service to the Customer.

V11. Billing and Billing M ethodology

A.

The billing methodol ogy for the Allocation shall be determined on a “load factor sharing”
basisin amanner consistent with the Utility Tariff and any agreement between the
Authority and the Customer’slocal electric utility. An alternative basisfor billing may
be used provided the Parties agree in writing and the local electric utility providesits
consent if such consent is deemed necessary.

The Authority will render bills by the 10" business day of the month for charges due for
the previous month. Such bills shall include charges for Electric Service, NY1SO
Charges associated with the Allocation (subject to adjustment consistent with any later
NY SO re-billings to the Authority), and other applicable charges.

The Authority may render bills to the Customer electronically.

. The Authority and the Customer may agree in writing to an alternative method for the

rendering of bills and for the payment of bills, including but not limited to the use of an
Authority-established customer self-service web portal.

The Authority will charge and collect from the Customer al Taxes (including local, state
and federal taxes) the Authority determines are applicable, unless the Customer furnishes
the Authority with proof satisfactory to the Authority that (i) the Customer is exempt
from the payment of any such Taxes, and/or (ii) the Authority is not obligated to collect
such Taxes from the Customer. If the Authority is not collecting Taxes from the
Customer based on the circumstances described in (i) or (ii) above, the Customer shall
immediately inform the Authority of any change in circumstances relating to its tax status
that would require the Authority to charge and collect such Taxes from the Customer.

Unless otherwise agreed to by the Authority and the Customer in writing, if the Customer
fails to pay any bill when due, an interest charge of two percent (2%) of the amount
unpaid shall be added thereto as liquidated damages, and thereafter, as further liquidated
damages, an additional interest charge of one and one-half percent (1 1/2%) of the sum
unpaid shall be added on the first day of each succeeding billing period until the amount
due, including interest, is paid in full.

Unless otherwise agreed to by the Authority and the Customer in writing, in the event the
Customer disputes any item of any bill rendered by Authority, the Customer shall pay
such bill in full within the time provided for by this Agreement, and adjustments, if
appropriate, will be made thereafter.

. If a any time after commencement of Electric Service the Customer fails to make

complete and timely payment of any two (2) bills for Electric Service, the Authority shall
8



have the right to require the Customer to deposit with the Authority a sum of money in an
amount equal to al charges that would be due under this Agreement for Electric Service
for two (2) consecutive calendar months as estimated by the Authority. Such deposit
shall be deemed security for the payment of unpaid bills and/or other claims of the
Authority against the Customer upon termination of Electric Service. If the Customer
fails or refuses to provide the deposit within thirty (30) days of arequest for such deposit,
the Authority may, in its sole discretion, suspend Electric Service to the Customer or
terminate this Agreement.

All other provisions with respect to billing are set forth in Service Tariff No. WNY-1 and
the Rules.

The rights and remedies provided to the Authority in this Article are in addition to any
and al other rights and remedies available to Authority at law or in equity.

VIII. Hydropower Curtailmentsand Substitute Energy

A.

If, asaresult of reduced water flows caused by hydrologic conditions, thereis
insufficient energy from the Hydro Projects to supply the full power and energy
requirements of the Authority’s firm power customers served by the Authority from the
Hydro Projects, curtailments (i.e. reductions) in the amount of Firm Power and Firm
Energy associated with the Allocation to which the Customer is entitled shall be applied
on apro rata basisto all firm power and energy customers served from the Hydro
Projects, consistent with Service Tariff No. WNY -1 as applicable.

The Authority shall provide reasonable notice to Customer of any curtailments
referenced in Section VI1I1.A of this Agreement that could impact Customer’s Electric
Service under this Agreement. Upon written request by the Customer, the Authority will
provide Substitute Energy to the Customer to replace the Firm Power and Firm Energy
that would otherwise have been supplied pursuant to this Agreement.

For each kilowatt-hour of Substitute Energy supplied by the Authority, the Customer will
pay the Authority directly during the billing month: (1) the difference between the
market cost of the Substitute Energy and the charge for firm energy as provided for in
this Agreement; and (2) any NY SO charges and taxes the Authority incurs in connection
with the provision of such Substitute Energy. Billing and payment for Substitute Energy
shall be governed by the Billing and Payments provision of the Authority’ s Rules
(Section 454.6) and shall apply directly to the Substitute Energy service supplied to the
Customer.

The Parties may enter into a separate agreement to facilitate the provision of Substitute
Energy, provided, however, that the provisions of this Agreement shall remain in effect
notwithstanding any such separate agreement. The provision of Substitute Energy may
be terminated by the Authority or the Customer on fifteen (15) days' prior written notice.



| X. Effectiveness, Term and Termination

A. This Agreement shall become effective and legally binding on the Parties upon execution
of this Agreement by the Authority and the Customer.

B. Once commenced, Electric Service under the Agreement shall continue until the earliest
of: (1) termination by the Customer with respect to its Allocation upon ninety (90) days
prior written notice to the Authority; (2) termination by the Authority pursuant to this
Agreement, Service Tariff No. WNY -1, or the Rules; or (3) expiration of the Allocation
by its own term as specified in Schedule A.

C. The Customer may exercise a partial termination of the Allocation upon at least thirty
(30) days' notice prior written notice to the Authority. The termination shall be effective
commencing with thefirst billing period as defined in Service Tariff No. WNY-1.

D. TheAuthority may cancel service under this Agreement or modify the quantities of Firm
Power and Firm Energy associated with the Allocation: (1) if such cancellation or
modification is required to comply with any final ruling, order or decision of any
regulatory or judicial body of competent jurisdiction (including any licensing or re-
licensing order or orders of the FERC or its successor agency); or (2) as otherwise
provided in this Agreement, Service Tariff No. WNY -1, or the Rules.

X. Additional Allocations

A. Upon proper application by the Customer, the Authority may in its discretion award
additional allocations of EP or RP to the Customer at such rates and on such terms and
conditions as the Authority establishes. If the Customer agrees to purchase Electric
Service associated with any such additional allocation, the Authority will (i) incorporate
any such additional alocations into Schedule A, or in its discretion will produce a
supplemental schedule, to reflect any such additional allocations, and (ii) produce a
modified Appendix to Schedule B, as the Authority determines to be appropriate. The
Authority will furnish the Customer with any such modified Schedule A, supplemental
schedule, and/or a modified Appendix to Schedule B, within a reasonabl e time after
commencement of Electric Service for any such additional allocation.

B. Inaddition to any requirements imposed by law, the Customer hereby agreesto furnish
such documentation and other information as the Authority requests to enable the
Authority to evaluate any requests for additional allocations and consider the terms and
conditions that should be applicable of any additional allocations.

X1. Notification

A. Correspondence involving the administration of this Agreement shall be addressed as
follows:

To: The Authority

New Y ork Power Authority
10



123 Main Street

White Plains, New Y ork 10601

Email:

Facsimile:

Attention: Manager — Business Power Allocations and Compliance

To: The Customer

RockTenn CP, LLC

51 Robinson Street

North Tonawanda, New Y ork 14120
Email:

Facsimile:

Attention:

The foregoing notice/notification information pertaining to either Party may be changed
by such Party upon notification to the other Party pursuant to Section XI.B of this
Agreement.

B. Except where otherwise herein specifically provided, any notice, communication or
request required or authorized by this Agreement by either Party to the other shall be
deemed properly given: (1) if sent by U.S. First Class mail addressed to the Party at the
address set forth above; (2) if sent by anationally recognized overnight delivery service,
two (2) calendar days after being deposited for delivery to the appropriate address set
forth above; (3) if delivered by hand, with written confirmation of receipt; (4) if sent by
facsimile to the appropriate fax number as set forth above, with written confirmation of
receipt; or (5) if sent by electronic mail to the appropriate address as set forth above, with
written confirmation of receipt. Either Party may change the addressee and/or address for
correspondence sent to it by giving written notice in accordance with the foregoing.

XI1. Applicable Law
This Agreement shall be governed by and construed in accordance with the laws of the
State of New Y ork to the extent that such laws are not inconsistent with the FERC
License and the Niagara Redevelopment Act (16 USC 88836, 836a).

XIII. Venue
Each Party consents to the exclusive jurisdiction and venue of any state or federal court
within or for Albany County, New Y ork, with subject matter jurisdiction for adjudication
of any claim, suit, action or any other proceeding in law or equity arising under, or in any
way relating to this Agreement.

X1V. Successors and Assigns, Resale of Hydropower

A. The Customer may not assign or otherwise transfer an interest in this Agreement.
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B. The Customer may not resell or alow any other person to use any quantity of EP and/or
RP it has purchased from the Authority under this Agreement.

C. Electric Service sold to the Customer pursuant to this Agreement may only be used by
the Customer at the Facility specified in Schedule A.

XV. Previous Agreements and Communications

A. This Agreement shall constitute the sole and complete agreement of the Parties hereto
with respect to the subject matter hereof, and supersedes all prior negotiations,
representations, warranties, commitments, offers, contracts and writings, written or oral,
with respect to the subject matter hereof.

B. Except as otherwise provided in this Agreement, no modification of this Agreement shall
be binding upon the Parties hereto or either of them unless such modification isin writing
and is signed by a duly authorized officer of each of them.

XVI. Severability and Voidability

A. If any term or provision of this Agreement shall be invalidated, declared unlawful or
ineffective in whole or in part by an order of the FERC or a court of competent
jurisdiction, such order shall not be deemed to invalidate the remaining terms or
provisions hereof.

B. Notwithstanding the preceding paragraph, if any provision of this Agreement is rendered
void or unenforceable or otherwise modified by a court or agency of competent
jurisdiction, the entire Agreement shall, at the option of either Party and only in such
circumstances in which such Party’ s interests are materially and adversely impacted by
any such action, be rendered void and unenforceable by such affected Party.

XVII. Waiver

A. Any walver at any time by either the Authority or the Customer of their rights with
respect to adefault or of any other matter arising out of this Agreement shall not be
deemed to be awaiver with respect to any other default or matter.

B. Nowaiver by either Party of any rights with respect to any matter arising in connection
with this Agreement shall be effective unless made in writing and signed by the Party
making the waiver.

XVIII. Execution

To facilitate execution, this Agreement may be executed in as many counterparts as may
be required, and it shall not be necessary that the signatures of, or on behalf of, each
Party, or that the signatures of all persons required to bind any Party, appear on each
counterpart; but it shall be sufficient that the signature of, or on behalf of, each Party, or
that the signatures of the persons required to bind any Party, appear on one or more of the
counterparts. All counterparts shall collectively constitute a single agreement. It shall
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not be necessary in making proof of this Agreement to produce or account for more than
anumber of counterparts containing the respective signatures of, or on behalf of, all of
the Parties hereto. The delivery of an executed counterpart of this Agreement by email as
aPDF file shal belegal and binding and shall have the same full force and effect as if an
original executed counterpart of this Agreement had been delivered.

[SIGNATURESFOLLOW ON NEXT PAGE]
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AGREED:
ROCKTENN CP, LLC

By:

Title:

Date:

AGREED:
POWER AUTHORITY OF THE STATE OF NEW YORK

By:

John R. Koelmel, Chairman

Date:
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SCHEDULE A TO AGREEMENT FOR THE SALE OF EXPANSION POWER AND/OR REPLACEMENT POWER TO

CUSTOMER

EXPANSION POWER AND/OR REPLACEMENT POWER ALLOCATIONS

Customer: RockTenn CP,
LLC

Type of Allocation

Allocation
Amount (kW)

Facility

Trustee
Approval Date

Expiration Date

Expansion Power

300

51 Robinson Street, North
Tonawanda, NY 14120

September 29,
2015

Seven (7) yearsfrom
commencement of
Electric Service of
any portion of this

Allocation.




SCHEDULE B TO AGREEMENT FOR THE SALE OF EXPANSION POWER
AND/OR REPLACEMENT POWER TO CUSTOMER

EXPANS ON POWER AND/OR REPLACEMENT POWER COMMITMENTS

l. Employment Commitments

A. Employment Levels

The provision of EP and/or RP to the Customer hereunder isin consideration of,
among other things, the Customer’ s creation and/or maintenance of the employment level
set forth in the Appendix of this Schedule (the “Base Employment Level”). Such Base
Employment Level shall be the total number of full-time positions held by: (1)
individuals who are employed by the Customer at Customer’s Facility identified in the
Appendix to this Schedule, and (2) individuals who are contractors or who are employed
by contractors of the Customer and assigned to the Facility identified in such Appendix
(collectively, “Base Level Employees’). The number of Base Level Employees shall not
include individual s empl oyed on a part-time basis (Iess than 35 hours per week);
provided, however, that two individual s each working 20 hours per week or more at such
Facility shall be counted as one Base Level Employee.

The Base Employment Level shall not be created or maintained by transfers of
employees from previously held positions with the Customer or its affiliates within the
State of New Y ork, except that the Base Employment Level may be filled by employees
of the Customer laid off from other Customer facilities for bona fide economic or
management reasons.

The Authority may consider arequest to change the Base Employment Level
based on a claim of increased productivity, increased efficiency or adoption of new
technologies or for other appropriate reasons as determined by the Authority. Any such
change shall be within Authority’s sole discretion.

B. Employment Records and Reports

A record shdll be kept monthly by the Customer, and provided on a calendar year
basis to the Authority, of the total number of Base Level Employees who are employed at
or assigned to the Customer’s Facility identified in the Appendix to this Schedule, as
reported to the United States Department of Labor (or as reported in such other record as
agreed upon by the Authority and the Customer). Such report shall separately identify the
individuals who are employed by the Customer, and the individuals who are contractors
or who are employed by contractors of the Customer, and shall be certified to be correct
by an officer of the Customer, plant manager or such other person authorized by the
Customer to prepare and file such report and shall be provided to the Authority on or
before the last day of February following the end of the most recent calendar year. The
Authority shall have the right to examine and audit on reasonabl e advance written notice



al non-confidential written and electronic records and data concerning employment
levelsincluding, but not limited to, personnel records and summaries held by the
Customer and its affiliates relating to employment in New Y ork State.

Il. Reductions of Contract Demand

A. Employment Levels

If the year-end monthly average number of employeesis less than 90% of the
Base Employment Level set forth in this Schedule B, for the subject calendar year, the
Authority may reduce the Contract Demand subject to Article I1.D of this Schedule. The
maximum amount of reduction will be determined by multiplying the Contract Demand
by the quantity one minus the quotient of the average monthly employment during the
subject calendar year divided by the Base Employment Level. Any such reduction shall
be rounded to the nearest fifty (50) kW. In the event of areduction of the Contract
Demand to zero, the Agreement shall automatically terminate.

B. Power Utilization Levels

A record shall be kept monthly by the Customer, and provided on a calendar year
basis to the Authority on or before the last day of February following the end of the most
recent calendar year, of the maximum demand utilized each month in the Facility
receiving the power covered by the Agreement. If the average of the Customer’s six (6)
highest Billing Demands (as such term is described in Service Tariff No. WNY-1) for
Expansion Power and/or Replacement Power is less than 90% of the Customer’s Contract
Demand in such calendar year the Authority may reduce the Contract Demand subject to
Article 11.D of this Schedule. The maximum amount by which the Authority may reduce
the Contract Demand shall be determined by multiplying the Contract Demand by the
guantity one minus the quotient of the average of the six (6) highest Billing Demands for
in such calendar year divided by the Contract Demand. Any such reduction shall be
rounded to the nearest fifty (50) kW. In the event of areduction of the Contract Demand
to zero, this Agreement shall automatically terminate.

C. Capitd Investment

The Customer agrees to undertake the capital investment set forth in the Appendix
to this Schedule.

Notwithstanding any other provision of the Agreement, the Customer shall
provide the Authority with such access to the Facility, and such documentation, as the
Authority deems necessary to determine the Customer’ s compliance with the Customer’s
obligations provided for in this Schedule B.



D. Notice of Intent to Reduce Contract Demand

In the event that the Authority determines that the Contract Demand will be
wholly or partialy reduced pursuant to this Schedule , the Authority shall provide the
Customer with at least thirty (30) days prior written notice of such reduction, specifying
the amount of the reduction of Contract Demand and the reason for the reduction,
provided, however, that before making the reduction, the Authority may consider the
Customer’ s scheduled or unscheduled maintenance or Facility upgrading periods when
such events temporarily reduce plant employment levels or electrical demand as well as
business cycle.

1. Energy Efficiency Audits; |nformation Reguests

Unless otherwise agreed to by the Authority in writing, the Customer shall
undergo an energy efficiency audit of its Facility and equipment at which the Allocation
is consumed at the Customer’s expense at least once during the term of this Agreement
but in any event not less than once every five years. The Customer will provide the
Authority with acopy of the audit or, at the Authority’s option, areport describing the
results of the audit, and provide documentation requested by the Authority to verify the
implementation of any efficiency measures implemented at the Facility.

The Customer agrees to cooperate to make its Facility available at reasonable
times and intervals for energy audits and related assessments that the Authority desires to
perform, if any, at the Authority’s own expense.

The Customer shall provide information requested by the Authority or its
designeein surveys, questionnaires and other information requests relating to energy
efficiency and energy-related projects, programs and services.

The Customer may, after consultation with the Authority, exclude from written
copies of audits, reports and other information provided to the Authority under this
Article trade secrets and other information which if disclosed would harm the competitive
position of the Customer.



APPENDIX TO SCHEDULE B

BASE EMPLOYMENT LEVEL

Within three (3) years of commencement of Electric Service, the Customer shall
employ at least one hundred twenty-eight (128) full-time employees (“Base Employment
Level”) at the Customer’ s Facility. The Base Employment Level shall be maintained
thereafter for the term of the Allocation in accordance with Article | of Schedule B.

CAPITAL INVESTMENT

The Customer shall make atotal capital investment of a minimum of $7,503,000
to renovate and furnish the Facility (the “Capital Investment”). The Capital Investment
for the Facility is expected to consist of the following specific expenditures:

Bobst DRO 1632 Rapidset: $2,500,000
Geo Martin Stacker, Bundle Lines: $1,316,000
ACS Conveyor: $1,137,000
New Electrical Service: $1,300,000
Other Equipment, Lighting: $1,250,000
Total Capital [ nvestment: $7,503,000

The Capital Investment shall be made, and the Facility shall be completed and
fully operational, no later than September 29, 2018 (i.e., within three (3) years of the date
of the Authority’ s award of the Allocation). Upon request of the Customer, such date may
be extended in the sole discretion of the Authority.



SCHEDULE CTO AGREEMENT FOR THE SALE OF EXPANSION POWER
AND/OR REPLACEMENT POWER TO CUSTOMER
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Schedule of Ratesfor Firm Power Service

Applicability

To sales of Expansion Power and/or Replacement Power (as defined below) directly to a qualified
business Customer (as defined below) for firm power service.

Abbreviationsand Terms

o kw kilowatt(s)

e kW-mo. kilowatt-month

e kwWh kilowatt-hour(s)

e MWh megawatt-hour(s)

e NYISO New Y ork Independent System Operator, Inc. or any
SUCCESSOr organi zation

o PAL New Y ork Public Authorities Law

o OATT Open Access Transmission Tariff

Agreement: An executed “ Agreement for the Sale of Expansion and/or Replacement Power and
Energy” between the Authority and the Customer (each as defined below).

Annual Adjustment Factor or AAF: Thisterm shall have the meaning set forth in Section V
herein.

Authority: The Power Authority of the State of New Y ork, a corporate municipal instrumentality
and a palitical subdivision of the State of New Y ork created pursuant to Chapter 772 of the New
York Laws of 1931 and existing and operating under Title 1 of Article 5 of the PAL, aso known as
the “New Y ork Power Authority.”

Customer: A business customer who has received an allocation for Expansion Power and/or
Replacement Power from the Authority and who purchases Expansion Power and/or Replacement
Power directly from the Authority.

Electric Service: The power and energy provided to the Customer in accordance with the
Agreement, this Service Tariff and the Rules.

Expansion Power and/or Replacement Power : Firm Power and Firm Energy made available
under this Service Tariff by the Authority from the Project for sale to the Customer for business
purposes pursuant to PAL 8§ 1005(5) and (13).

Firm Power : Capacity (kW) that isintended to be always available from the Project subject to the
curtailment provisions set forth in the Agreement between the Authority and the Customer and this
Service Tariff. Firm Power shall not include peaking power.

Date of Issue: September 24, 2013 Date Effective:  October 2013 Billing Period
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Firm Energy: Energy (kWh) associated with Firm Power.

L oad Serving Entity or L SE: Thisterm shall have the meaning set forth in the Agreement.

L oad Split Methodology or LSM: A load split methodology applicable to a Customer’s
alocation. It isusually provided for in an agreement between the Authority and the Customer’s
local electric utility, an agreement between the Authority and the Customer, or an agreement
between the Authority, the Customer and the Customer’ slocal electric utility, or such locd utility’s
tariff, regarding the delivery of WNY Firm Power. The load split methodology is often designated
as“Load Factor Sharing” or “LFS’ , “First through the Meter” or “FTM”, “First through the Meter
Modified” or “FTM Modified”, or “Replacement Power 2" or “RP 2.

Project: The Authority’s Niagara Power Project, FERC Project No. 2216.

Rate Year or RY: The period from July 1 through June 30 starting July 1, 2013, and for any year
thereafter.

Rules: The Authority’ s rules and regulations set forthin 21 NY CRR 8 450 et seq., as they may be
amended from timeto time.

Service Tariff: This Service Tariff No. WNY-1.
Target Rate: Thisterm shall have the meaning set forth in Section 111 herein.

All other capitalized terms and abbreviations used but not defined herein shall have the same
meaning as set forth in the Agreement.

Date of Issue: September 24, 2013 Date Effective: October 2013 Billing Period

Issued by James F. Pasguale, Senior Vice President
Power Authority of the State of New Y ork
30 South Pearl Street, Albany, NY 12207
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I11. Monthly Rates and Charges

A.Expansion Power (EP) and Replacement Power (RP) Base Rates

Beginning on July 1, 2013, there will be a 3-year phase-in to new base rates. The phase-in will be
determined by the rate differential between the 2012 EP/RP rates and a“ Target Rate.” The
Target Rate, specified in Section 111.A.1. below, isbased on the rates determined by the Authority
to be applicable in RY 2013 for saes of “preservation power” asthat term is defined in PAL 8
1005(13). Thefollowing Sections 111.A.1-4 describe the cal cul ation and implementation of the
phase-in.

1.Theinitia rate point will be established by the EP/RP rates ($/kW and $MWh), determined by
mid-April 2012 and made effective on May 1, 2012 in accordance with the Authority’ s then-
applicable EP and RP tariffs. The Target Rate (i.e. demand and energy rates) for RY 2013
shall be $7.99/kW and $13.66/MWh.

2.The difference between the two rate pointsis calculated and divided by 3 to correspond with the
number of Rate Y ears over which the phase-in will occur. The resulting quotients (in ¥kW
and $/MWh) are referred to as the “annual increment.”

3.The annual increment will be applied to the base rates for the 3-year period of the 2013, 2014
and 2015 Rate Y ears, which shall be as follows:

RY 2013: July 1, 2013 to June 30, 2014
RY 2014: July 1, 2014 to June 30, 2015
RY 2015: July 1, 2015 to June 30, 2016

The annual rate adjustments normally made effective on May 1, 2013 under then-applicable
EP and RP tariffs will be suspended, such that demand and energy rates established in 2012
shall be extended through June 30, 2013.

4 Effective commencing in RY 2013, the Annua Adjustment Factor (“*AAF") described in
Section V herein, shall be applied as follows:

A. For the RY 2013 only, the AAF will be suspended, and the RY 2013 rate increase will
be subject only to the annual increment.

B.For the RY's 2014 and 2015, the AAF will be applied to the demand and energy rates
after the addition of the annual increment to the rates of the previous RY rates. Such
AAF will be subject to the terms and limits stated in Section V herein.

C.Beginning in RY 2016, the AAF will be applied to the previous RY rates, and the
annual increment is no longer applicable.

B.EP and RP Ratesno L ower than Rural/Domestic Rate

At all timesthe applicable base rates for demand and energy determined in accordance with
Sections 111.A and V of this Service Tariff shall be no lower than the rates charged by the

Date of Issue: September 24, 2013 Date Effective:  October 2013 Billing Period
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Authority for the sale of hydroel ectricity for the benefit of rural and domestic customers receiving
service in accordance with the Niagara Redevelopment Act, 16 U.S.C. § 836(b)(1) and PAL 8§
1005(5) (the "Rura/Domestic Rate"). This provision shall beimplemented as follows: if the
base rates, as determined in accordance with SectionsI11.A and V of this Service Tariff, are lower
than the Rural/Domestic Rate on an average ¥ MWh basis, each set of rates measured at 80%
load factor which is generally regarded as representative for EP and RP Customers, then the base
rates determined under Sections I11.A and V of this Service Tariff will be revised to make them
equal to the Rural/Domestic Rate on an average $¥MWh basis. However, the base rates as so
revised will have no effect until such time as these base rates are |lower than the Rural/Domestic
Rate.

C.Monthly Base Rates Exclude Delivery Service Charges

The monthly base rates set forth in this Section |11 exclude any applicable costs for delivery
services provided by the local electric utility.

D.Minimum Monthly Charge

The minimum monthly charge shall equal the product of the demand charge and the contract
demand (as defined herein). Such minimum monthly charge shall bein addition to any NY1SO
Charges or Taxes (each as defined herein) incurred by the Authority with respect to the
Customer’s Allocation.

E.Estimated Billing

If the Authority, in its sole discretion, determinesthat it lacks reliable data on the Customer’s
actual demand and/or energy usage for a Billing Period during which the Customer receives
Electric Service from the Authority, the Authority shall have the right to render a bill to the
Customer for such Billing Period based on estimated demand and estimated usage (“ Estimated
Bill™).

For the purpose of calculating aBilling Demand charge for an Estimated Bill, the demand charge
will be calculated based on the Customer’ s Load Split Methodology as following:
oFor Customers whose allocation is subject to a Load Factor Sharing/LFS LSM, the
estimated demand (kW) will be calculated based on an average of the Customer’s Billing
Demand (kW) values for the previous three (3) consecutive Billing Periods. If such
historical datais not available, then the estimated demand (kW) value for the Estimated
Bill will equal the Customer’ s Takedown (kW) amount.

eFor Customers whose allocation is subject to a First through the Meter/ FTM, FTM
Modified, or RP 2 LSM, the estimated demand (kW) value will equal the Customer’s
Takedown (kW) amount.

For the purpose of calculating aBilling Energy charge for an Estimated Bill, the energy charge
will be calculated based on the Customer’ s Load Split Methodology as following:

eFor Customers whose allocation is subject to a Load Factor Sharing/LFS LSM, the
estimated energy (kWh) will be based on the average of the Customer’ s Billing Energy
(kwh) values for the previous three (3) consecutive Billing Periods. If such historical
datais not available, then the estimated energy value (kWh) will be equal to the
Takedown (kW) amount at 70 percent load factor for that Billing Period.
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eFor Customers whose allocation is subject to a First through the Meter/FTM, FTM
Modified, or RP 2 LSM, the estimated energy (kWh) will be equal to the Takedown
(kW) amount at 100 percent load factor for that Billing Period.

If dataindicating the Customer’s actual demand and usage for any Billing Period in which an
Estimated Bill was rendered is subsequently provided to the Authority, the Authority will make
necessary adjustments to the corresponding Estimated Bill and, as appropriate, render arevised
bill (or provide acredit) to the Customer.

The Minimum Monthly Charge provisions of Section 111 B.D. shall apply to Estimated Bills.

The Authority’ s discretion to render Estimated Billsis not intended to limit the Authority’ s rights
under the Agreement.

F.Adjustmentsto Charges

In addition to any other adjustments provided for in this Service Tariff, in any Billing Period, the
Authority may make appropriate adjustments to billings and charges to address such matters as
billing and payment errors, the receipt of actual, additional, or corrected data concerning
Customer energy or demand usage.

G.Billing Period

Any period of approximately thirty (30) days, generally ending with the last day of each calendar
month but subject to the billing cycle requirements of the local electric utility in whose service
territory the Customer’ s facilities are located.

H.Billing Demand

The billing demand shall be determined by applying the applicable billing methodol ogy to total
meter readings during the billing period. See Section IV.E, below.

I.Billing Enerqy

The billing energy shall be determined by applying the applicable billing methodol ogy to tota
meter readings during the billing period. See Section IV .E, below.

J.Contract Demand

The contract demand of each Customer will be the amount of Expansion Power and/or
Replacement Power, not to exceed their Allocation, provided to such Customer by the Authority
in accordance with the Agreement.
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1V. General Provisions

A. Character of Service

Alternating current; sixty cycles, three-phase.

B. Availability of Enerqy

1. Subject to Section 1V.B.2, the Authority shall provide to the Customer in any billing period
Firm Energy associated with Firm Power. The offer of Firm Energy for delivery shall fulfill
the Authority’ s obligations for purposes of this provision whether or not the Firm Energy is
taken by the Customer.

2.If, as aresult of reduced water flows caused by hydrologic conditions, there is insufficient
energy from the Hydro Projects to supply the full power and energy requirements of NYPA's
Firm Power customers served from the Hydro Projects, hydropower curtailments (i.e.
reductions) in the amount of Firm Power and Energy to which the Customer is entitled shall
be applied on a pro rata basisto al Firm Power and Energy customers served from the Hydro
Projects. Reductions as a percentage of the otherwise required Firm Power and Energy sales
will be the same for al Firm Power and Energy customers served from the Hydro Projects.
The Authority shall be under no obligation to deliver and will not deliver any such curtailed
energy to the Customer in later billing periods. The Customer will receive appropriate bill
credits as provided under the Rules.

C. Dédlivery

For the purpose of this Service Tariff, Firm Power and Firm Energy shall be deemed to be offered
when the Authority is able to supply Firm Power and Firm Energy to the Authority’ s designated
NYISO load bus. If, despite such offer, thereis afailure of ddlivery caused by the Customer,
NYISO or local electric utility, such failure shall not be subject to a billing adjustment pursuant to
Section 454.6(d) of the Rules.

D. Adjustment of Rates

To the extent not inconsi stent with the Agreement, the rates contained in this Service Tariff may
be revised from time to time on not less than thirty (30) days written notice to the Customer.

E. Billing M ethodology and Billing

Unless otherwise specified in the Agreement, the following provisions shall apply:

1.The billing methodol ogy to be used to render bills to the Customer related to its Allocation shall
be determined in accordance with the Agreement and delivery agreement between the
Authority and, as applicable, the Customer or local eectric utility or both.
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2.Billing Demand —The Billing Demand charged by the Authority to each Customer will be the
highest 15 or 30-minute integrated demand, as determined by the local utility, during each
Billing Period recorded on the Customer’s meter multiplied by a percentage based on the
Load Split Methodology provided for in any contract between the Authority and the
Customer’slocal electric utility, any contract between the Authority and the Customer, or any
contract between the Authority, the Customer and the Customer’ slocal electric utility for
delivery of WNY Power. Billing Demand may not exceed the amount of the Contract
Demand.

3.Billing Energy —The kilowatt-hours charged by the Authority to each Customer will be the total
number of kilowatt-hours recorded on the Customer’s meter for the Billing Period multiplied
by a percentage based on the methodology provided for in any contract between the
Authority and the Customer’ slocal electric utility for delivery of WNY Power.

F. Payment by Customer to Authority

1.Demand and Energy Charges, Taxes

The Customer shall pay the Authority for Firm Power and Energy during any billing period
the higher of either (i) the sum of (a), (b) and (c) below or (ii) the monthly minimum charge
as defined herein:

a. Thedemand charge per kilowatt for Firm Power specified in this Service Tariff or any
modification thereof applied to the Customer’s billing demand (as defined in Section
IV.E, above) for the billing period; and

b. Theenergy charge per MWh for Firm Energy specified in this Service Tariff or any
modification thereof applied to the Customer’ s billing energy (as defined in Section IV.E,
above) for the billing period; and

c. A charge representing reimbursement to the Authority for all applicable Taxes incurred
by the Authority as aresult of providing Expansion Power and/or Replacement Power
allocated to the Customer.

2.Transmission Charge

The Customer shall compensate the Authority for al transmission costs incurred by the
Authority with respect to the Allocation, including such costs that are charged pursuant to the
OATT.

3.NYISO Transmission and Related Charges (“NY1SO Charges’)

The Customer shall compensate the Authority for the following NY 1SO Charges assessed on
the Authority for services provided by the NY 1SO pursuant to its OATT or other tariffs (as
the provisions of those tariffs may be amended and in effect from time to time) associated
with providing Electric Service to the Customer:

A. Ancillary Services 1 through 6 and any new ancillary services as may be defined and
included inthe OATT from timeto time;

B.Margina losses,
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C. TheNew York Power Authority Transmission Adjustment Charge ("NTAC");

D. Congestion costs, less any associated grandfathered Transmission Congestion Contracts
("TCCs") as provided in Attachment K of the OATT;

E. Any and al other charges, assessments, or other amounts associated with deliveries to
Customers or otherwise associated with the Authority’ s responsibilities as a Load Serving
Entity for the Customers that are assessed on the Authority by the NYISO under the
provisions of its OATT or under other applicable tariffs; and

F. Any charges assessed on the Authority with respect to the provision of Electric Serviceto
Customers for facilities needed to maintain reliability and incurred in connection with the
NY1SO’s Comprehensive System Planning Process (or similar reliability-related
obligations incurred by the Authority with respect to Electric Service to the Customer),
applicabletariffs, or required to be paid by the Authority in accordance with law,
regardless of whether such charges are assessed by the NY 1SO or another third party.

The NYISO Charges, if any, incurred by the Authority on behalf of the Customer, arein
addition to the Authority production charges that are charged to the Customer in accordance
with other provisions of this Service Tariff.

The method of billing NY 1SO charges to the Customer will be based on Authority’s
discretion.

4. Taxes Defined

Taxes shall be any adjustment as the Authority deems necessary to recover from the
Customer any taxes, assessments or any other charges mandated by federal, state or local
agencies or authorities that are levied on the Authority or that the Authority isrequired to
collect from the Customer if and to the extent such taxes, assessments or charges are not
recovered by the Authority pursuant to another provision of this Service Tariff.

5. Substitute Energy

The Customer shall pay for Substitute Energy, if applicable, as specified in the Agreement.

6. Payment Information

Bills computed under this Service Tariff are due and payable by electronic wire transfer in
accordance with the Rules. Such wire transfer shall be made to JP Morgan Chase NY, NY /
ABA021000021 / NYPA A/C # 008-030383, unless otherwise indicated in writing by the
Authority. Inthe event that there is a dispute on any items of abill rendered by the
Authority, the Customer shall pay such bill in full. If necessary, any adjustmentswill be
made thereafter.
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G. Rendition and Payment of Bills

1.The Authority will render bills to the Customer for Electric Service on or before the tenth (10™)
business day of the month for charges due for the previous Billing Period. Billswill reflect
the amounts due and owing, and are subject to adjustment as provided for in the Agreement,
Service Tariff No. WNY -1 and the Rules. Unless otherwise agreed to by the Authority and
the Customer in writing, the Authority shall render bills to the Customer electronically.

2.Payment of bills by the Customer shall be due and payable by the Customer within twenty (20)
days of the date the Authority rendersthe bill.

3.Except as otherwise agreed by the Authority in writing, if the Customer failsto pay any bill
when due an interest charge of two percent of the amount unpaid will be added thereto as
liquidated damages, and thereafter, as further liquidated damages, an additional interest
charge of one and one-half percent of the sum unpaid shall be added on the first day of each
succeeding Billing Period until the amount due, including interest, is paid in full.

4.If a any time after commencement of Electric Service the Customer fails to make complete
payment of any two (2) bills for Electric Service when such bills become due pursuant to
Agreement, the Authority shall have the right to require that the Customer deposit with the
Authority a sum of money in an amount equal to all charges that would be due under this
Agreement for Electric Service for two (2) consecutive calendar months as estimated by the
Authority. Such deposit will be deemed security for the payment of unpaid bills and/or other
claims of the Authority against the Customer upon termination of Electric Service. The
failure or refusal of the Customer to provide the deposit within thirty (30) days of a request
for such deposit will be grounds for the Authority in its sole discretion to suspend Electric
Service to the Customer or terminate this Agreement.

H. Adjustment of Charges

1. Distribution Losses

The Authority will make appropriate adjustments to compensate for distribution losses of the
local electric utility.

. Conflicts
The Authority’ s Rules shall apply to the Electric Service provided under this Service Tariff. In
the event of any inconsistencies, conflicts or differences between the provisions of this Service
Tariff and the Rules, the provisions of this Service Tariff shall govern.

J. Customer Resales Prohibited

The Customer may not resell any quantity of Expansion Power and/or Replacement Power.
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V. Annual Adjustment Factor

A.Adjustment of Rates

1.The AAF will be based upon a weighted average of three indices described below. For each new
Rate Y ear, the index value for the latest available calendar year (“Index Vaue for the Measuring
Year”) will be compared to the index value for the calendar year immediately preceding the latest
available calendar year (the Index Value for the Measuring Year -1"). The change for each index
will then be multiplied by the indicated weights. As described in detail below, these products are
then summed, producing the AAF. The AAF will be multiplied by the base rate for the current
Rate Y ear to produce the base rates for the new Rate Y ear, subject to a maximum adjustment of
+5.0% (“+5% Collar”). Amounts outside the +5% Collar shall be referred to as the “ Excess.”

Index 1, “BLS Industrial Power Price’ (35% weight): The average of the monthly Producer
Price Index for Industria Electric Power, commodity code number 0543, not seasonally
adjusted, asreported by the U.S. Department of Labor, Bureau of Labor Statistics (“BLS")
electronically on itsinternet site and consistent with its printed publication, “Producer Price
Index Detailed Report”. For Index 1, the Index Vaue for the Measuring Y ear will be the
index for the calendar year immediately preceding July 1 of the new Rate Y ear.

Index 2, “EIA Average Industrial Power Price” (40% weight): The average weighted annual
price (as measured in centskWh) for electric salesto the industrial sector in the ten states of
CT, MA, ME, NH, NJ, NY, OH, PA, Rl and VT (“Selected States’) as reported by Coa and
Electric Data and Renewabl es Division; Office of Coal, Nuclear, Electric and Alternate
Fuels, Energy Information Administration (“EIA"); U.S. Department of Energy Form EIA-
861 Final Data File. For Index 2, the Index Value for the Measuring Y ear will be the index
for the calendar year two years preceding July 1 of the new Rate Y ear.

Index 3, “BLS Industrial Commodities Price Less Fuel” (25% weight): The monthly average
of the Producer Price Index for Industrial Commodities less fuel, commodity code number
03T15MO05, not seasonally adjusted, as reported by the U.S. Department of Labor, BLS
electronically on itsinternet site and consistent with its printed publication, “Producer Price
Index Detailed Report”. For Index 3, the Index Vaue for the Measuring Y ear will be the
index for the calendar year immediately preceding July 1 of the new Rate Y ear.

2.Annua Adjustment Factor Computation Guide

Step 1 For each of the three Indices, divide the Index Vaue for Measuring Y ear by the
Index Vaue for the Measuring Y ear-1.

Step 2: Multiply the ratios determined in Step 1 by percentage weights for each Index. Sum
the results to determine the weighted average. Thisisthe AAF.

Step 3: Commencing RY 2014, modifications to the AAF will be subject to £5% Collar, as
described below.

a)When the AAF falls outside the £5% Collar, the Excess will be carried over to the
subsequent RY. If the AAF in the subsequent RY iswithin the 5% Callar, the
current RY Excesswill be added to/subtracted from the subsequent Rate Year's
AAF, up to the 5% Collar.
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b) Excesseswill continue to accrue without limit and carry over such that they will
be added to/subtracted from the AAF in any year where the AAF iswithin the
+5% Collar.

Step 4 Multiply the current Rate Y ear base rate by the AAF calculated in Step 2 to
determine the new Rate Y ear base rate.

The foregoing calculation shall be performed by the Authority consistent with the sample
presented in Section V.B below.

3.The Authority shall provide the Customer with notice of any adjustment to the current base rate per
the above and with all data and calculations necessary to compute such adjustment by June 15" of
each year to be effective on July 1 of such year, commencing in 2014. The values of the latest
officially published (electronically or otherwise) versions of the indices and data provided by the
BLS and EIA as of June 1 shall be used notwithstanding any subsequent revisionsto the indices.

4.If during the term of the Agreement any of the three above indices ceases to be available or ceases
to be reflective of the relevant factors or of changes which the indices were intended by the
Parties to reflect, the Customer and the Authority shall mutually select a substitute Index. The
Parties agree to mutually select substitute indices within 90 days, once notified by the other party
that the indices are no longer available or no longer reflect the relevant factors or changes with
the indices were intended by the Parties to reflect. Should the 90-day period cover a planned July
1 rate change, the current base rates will remain in effect until substitute indices are selected and
the adjusted rates based on the substitute indices will be retroactive to the previous duly 1. If
unable to reach agreement on substitute indices within the 90-day period, the Parties agree to
substitute the mathematic average of the PPI—Intermediate Materias, Supplies and Components
(BLS Series ID WPUSOP2000) and the PPI-- Finished Goods (BLS Series ID WPUSOP3000)
indices for one or more indices that have ceased to be available and shall assume the percentage
weighting(s) of the one or more discontinued indices asindicated in Section V.A. L.
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B. Sample Computation of the AAF (hypothetical valuesfor July 1, 2014 implementation):

STEP1

Determine the Index Vaue for the Measuring Year (MY) and Measuring Year - 1 (MY -1) for
Each Index

e |ndex 1 - Producer Price Index, Industrial Power

Measuring ~ Measuring
Y ear Year -1

2013 2012

January 171.2 167.8
February 172.8 167.6
March 171.6 168.2
April 173.8 168.6
May 1751 171.6
June 185.7 180.1
July 186.4 182.7
August 184.7 179.2
September 185.5 181.8
October 1755 170.2
November 172.2 168.8
December 171.8 166.6

Average 177.2 172.8
Ratio of MY/MY-1 1.03
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e |ndex 2 —EIA Industrial Rate

State Revenues Sdes Avg. Rate
($000s) (MWh)  (centskWh)
Measuring Y ear (2012)
CT 590,972 6,814,757
MA 1,109,723 13,053,806
ME 328,594 4,896,176
NH 304,363 2,874,495
NJ 1,412,665 15,687,873
NY 2,001,588 26,379,314
OH 3,695,978 78,496,166
PA 3,682,192 63,413,968
RI 152,533 1,652,593
VT 155,903 2,173,679
TOTAL 13,434,511 215,442,827
Measuring Y ear -1 (2011)
CT 579,153 6,678,462
MA 1,076,431 12,662,192
ME 310,521 4,626,886
NH 298,276 2,817,005
NJ 1,370,285 15,217,237
NY 1,891,501 24,928,452
OH 3,622,058 76,926,243
PA 3,571,726 61,511,549
RI 144,144 1,561,700
VT 152,785 2,130,205
TOTAL 13,016,880 209,059,931

Ratio of MY/MY -1

6.24

6.23

1.00
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e |ndex 3 —Producer Price Index, Industrial Commodities Less Fuel

Measuring Measuring

Year Yea -1

(2013) (2012)
January 190.1 187.2
February 190.9 188.0
March 191.6 188.7
April 192.8 189.9
May 194.7 191.8
June 195.2 192.3
July 195.5 192.3
August 196.0 193.1
September 196.1 193.2
October 196.2 193.8
November 196.6 193.7
December 196.7 194.0
Average 194.4 191.5
Ratio of MY/MY-1 1.02

9
m
T
N

Determine AAF by Summing the Weighted Indices

Ratio of MY Weighted
Index toMY-1 Weight Factors
PPI Industrial Power 1.03 0.35 0.361
EIA Industria Rate 1.00 0.40 0.400
PPl Industriad Commodities |ess fuel 1.02 0.25 0.255
AAF 1.016
STEP 3

Apply Callar of £5.0% to Determine the Maximum/Minimum AAF.

-5.0% < 1.6% < 5.0%; collar does not apply, assuming no cumulative excess.
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STEP4

Apply AAF to Calculate the New Rate Y ear Base Rate

Demand Energy
$kW-mo. $MWh
Current Rate Y ear Base Rate 7.56 12.91
New Rate Y ear Base Rate 7.68 13.12
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M5. DELI NCE: Good afternoon. This is a
public hearing required by | aw and authori zed by the
New Yor k Power Authority's Board of Trustees on the
proposed direct sale contract for the sal e of
hydr opower to RockTenn CP, LLC

My nane is Karen Delince and I'mthe
authority's corporate secretary.

New York State Public Authorities Law Secti on
1009 sets forth procedures for executing certain
contracts negotiated by the authority. First, prior
to the hearing it requires that notice of the hearing
be provided. Therefore, a notice was sent to the
governor, the senate's president pro tenp, the
senate's mnority | eader, the senate's finance
commttee chair, the assenbly speaker, the assenbly
mnority | eader and the assenbly ways and neans
conmm ttee chair.

In addition, notices appeared in the foll ow ng
newspapers once a week for the four weeks | eadi ng up
to this hearing: N agara Gazette, Buffal o News,

Buf fal o Busi ness First, Lew ston-Porter Sentinel,
Al bany Ti nes-Union and the Dunkirk Observer.

The public was al so gi ven access to the
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proposed contract on the authority's Wb site and at
the authority's Wiite Plains office during the
thirty-day period prior to today's heari ng.

After the hearing, the public will be given
access to the hearing transcript once it is
conpl eted at ww. nypa. gov and at the White Pl ai ns
office. The next step in the process set forth in
Section 1009 will be for NYPA' s trustees to
reconsi der the proposed contract in light of public
commrents. Once the trustees have conpleted their
final review, the contract will be forwarded to the
governor for his consideration and approval .

If you plan to make an oral statenent at this
hearing, | ask that you so indicate on the sign-in
sheet. Also, if you have a witten statenent,
pl ease give a copy to Lorna Johnson and one to the
reporter. Witten statenents nmay be of any | ength
and will appear in the record of the hearing in
addition to oral statenents. The record of the
hearing wll remain open for additional coments
t hrough cl ose of busi ness Wednesday, January 6,
2016.

Addi ti onal comments should be mail ed, faxed

METSCHL & ASSOCIATES
Buffalo: 716-856-1906 Rochester: 585-697-0969
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or e-mailed to the corporate secretary at 123 Min
Street, 11-P, Wiite Plains, New York, 10601 or
914- 390- 8040 or secretarys.office@ypa. gov.

At this point, | would Iike to introduce
Mari bel Cruz-Brown, the authority's busi ness power
al l ocati ons and conpliance nmanager, who will provide
additional details on the proposed direct sale
contract. Thank you.

Ms. Brown?

M. CRUZ- BROMN: Thank you, Ms. Delince.
Good afternoon. My nane is Mari bel Cruz-Brown and
' mthe manager of the business power allocations
and conpliance group within NYPA s Econom c
Devel opnent and Energy Efficiency Departnent. ' m
here today to present a summary of one proposed
hydr opower contract.

Regardi ng the contract, under the Public
Aut horities Law Section 1005, Subsection 13, the
authority may allocate and sell directly or by
sal e-for-resal e 250 negawatts of expansi on power,
known as EP, and 445 negawatts of replacenent power,
known as RP, to businesses |located within thirty

mles of the N agara Power Project provided that the
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anmount of EP all ocated to busi nesses in Chautauqua
County on January 1st, 1987 shall continue to be
al |l ocated i n Chaut auqua County.

One conpany has been awarded a hydr opower
all ocation by the authority's trustees in return for
commtnments nade to create or expand their
busi nesses in Western New York. Specifically,
RockTenn CP, LLC, a producer of container board
packagi ng, was awarded 300 kilowatts of EP in
support of upgrading its manufacturing equi pnent at
its North Tonawanda facility in N agara County.
RockTenn wll invest at | east seven point five
mllion dollars and create at | east nine new jobs,
above its base jobs of 119.

To sumari ze sone of the pertinent provisions
of the proposed contract, first, the contract
provides for the direct billing of all hydropower
supply charges, all New York | ndependent System
Operator, Inc., New York |ISO charges and taxes.

The contract includes the custoner's
agreed-upon commtnments with respect to enpl oynent
and capital investnent. The contract retains the

authority's right to reduce or termnate a
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custoner's allocation if enploynent, power
utilization or capital investnment commtnents are
not net.

For exanple, the contract includes an annual
job reporting requirenent and a job conpliance
threshold of ninety percent. Should a conpany's
aver age annual enploynent fall bel ow the conpliance
t hreshol d of ninety percent of the enpl oynent
comm tnment, the authority has the right to reduce
the allocation on a pro rata basis.

The contract conpels the conpany to perform
an energy audit at the facility at | east once wthin
five years, helping to ensure the custoner uses the
hydr opower efficiently. Additionally, to
accommodat e nonpaynent risk that could result from
the direct billing arrangenent, the contract
i ncl udes commerci al | y-reasonabl e provi si ons
concerning the authority's ability to charge | ate
paynent fees and to require deposits in the event of
custoner failure to make paynments for any two
monthly bills. These contract provisions are
consistent wiwth other authority direct sale

contracts, including the Recharge New York sal es
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contracts.

The contract wll serve the allocations in
accordance with the authority's service tariff WNY-1
whi ch specifically -- which specifies the rates and
other ternms applicable to all EP and RP all ocati ons.
The service tariff specifies a three-year rate
phase-in to a target rate based on the rate of the
authority's ot her hydropower program Preservation
Power, to ultimately ensure consi stency anong the
authority's three hydropower prograns. Transm ssi on
and delivery service for these allocations wll be
provided by National Gid or NYSEG i nh accordance
wth the utilities' Public Service Conmm ssion
approved delivery service tariffs.

As Ms. Delince stated earlier, the authority

w Il accept your comments on the proposed contracts
until the cl ose of business on Wdnesday, January
6t h, 2016.

I wll now turn the floor back to Ms.
Del i nce.

M5. DELI NCE: Thank you, Ms. Cruz-Brown. W
Wl |l recess now and reconvene when speakers arrive.

(A recess was then taken.)
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V5. DELI NCE: The January 5, 2016 public
hearing on the proposed direct sale contract to
RockTenn CP, LLC is now officially cl osed.

As | previously stated, the record of the
hearing wll remain open for additional coments
t hrough cl ose of busi ness Wednesday, January 6,
2016.

Thank you and good ni ght.

(The hearing concluded at 6:30 P. M)
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STATE OF NEW YORK
COUNTY OF ERI E

|, Barbara Buyers, a Notary Public in and for
the State of New York, do hereby certify:

That the wi tness whose testinony appears herein
bef ore was, before the commencenent of his
deposition, duly sworn to testify to the truth, the
whol e truth and nothing but the truth; that such
testi nony was taken pursuant to notice at the tine
and pl ace herein set forth; that said testinony was
taken down i n shorthand by ne and thereafter under
my supervision transcribed into the English
| anguage, and | hereby certify the foregoing
testinony is a full, true and correct transcription
of the shorthand notes so taken.

| further certify that I am neither counsel for
nor related to any parties to said action, nor in
any way interested in the outcone thereof.

I N WTNESS WHERECF, | have hereunto subscri bed
my nane this 12th day of January, 2016.

Notary Public

I

State of New York
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Risk Management A

ctivities

Cyber & December
. 0 Work continues to determine:
P hyS | Ca| 0 Impact on Public Trust & Reputation
Secu rity RiS k 0 Appropriate mitigation plans
Top Risks
Assessment February to April
0 Analyze survey data
Janua ry 0 Risk Management to facilitate workshops

0 Engage Top Risks Sponsors
0 Establish cross-functional Core Team

O Publish survey

0 Core Team to present findings to Sponsors

May

Findings to be presented to the Board

May

0 Sponsors to share insights with the
Risk Committee

0 CRO to share consolidated results
with the CEO/Board



Risk Management Activities - Continued
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e Project to understand & assess all exposures associated with the Authority's assets
e Determine optimal portfolio management guided by risk-reward principles
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e Maintain continued alignment with Strategy & Audit
* Review of Long-Term Contract Negotiations with Finance & Marketing
e Assist in risk analysis of Customer Energy Services Projects
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e Key Risk Indicators to be built on findings from Top Risks Assessments
e To be aligned with the KPIs being developed by the Strategy team
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* New hire to Start on February 24
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Operations - System Net Generation

= Systemwide Net Generation in December was 2,262,390 MWh (megawatt-hours ) which is below the
projected net generation of 2,558,083 MWh. For the year, net generation was 25,521,803 MWh which is
below the projected target of 27,645,648 MWh.
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Operations — Plant Performance
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The fleet availability factor in December was 91.37 percent, and was 87.30 percent for the year. Generation
Market Readiness factor in December was 99.95 percent, which is higher than the target of 99.40 percent.
Year-to-date Generation Market Readiness factor was at 99.15 percent, which is below the annual target of

99.40 percent.
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Operations — Plant Outages
= There were no significant forced outage events in December.

Niagara/St. Lawrence River Flows

= Niagara River flows in December were above the historical average and will
be above normal levels throughout the following year. St. Lawrence River
flows for December were above historical levels and are expected to be
above the historical average flow over the next year.



Transmission System Reliability

Transmission reliability in
December was 97.96 percent,
which was below the monthly
target of 98.59 percent. Final
year transmission reliability is
96.83 percent, above the target
of 96.23 percent.

There were no significant
unplanned transmission outages
in December.
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Safety DART Rate

= The NYPA DART (Days Away,
Restricted or Transferred) Rate for
December is 0.00. For the year, the
DART Rate is 0.92 compared to the
target of 0.78.

= There were no lost time incidents in
December that met the DART
criteria.

* For the year, there have been 15
injuries that resulted in lost time and
met the DART criteria.
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Environmental Incidents

There was one reportable
incident in December:
= At Niagara, a water
discharge permit excursion
occurred which was
promptly reported to
NYSDEC.

For the year, there have been 26
incidents. The annual target is 32
incidents.
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Llfe Extension and Modernization Programs — Transmission LEM

Niagara — Southeast bus and disconnect replacement completed and placed in service. Bay 18 Disconnect Switch, Instrument Transformers, Bus, Breaker 1802 and Gardenville 180 relay
upgrade is complete. Bay 15 breaker 1522 with three associated disconnects and Instrument transformer replacement is in progress with completion scheduled in January 2016 . Massena
Substation - Installation of Auto Transformer 1X in progress with completion scheduled for February 2016. Refurbishment of reactors 1X and 1B completed. St Lawrence RM Switchyard —
Cables and ancillary equipment associated with Capacitor Bank 7 installed; cutover of the SAMAC relays in progress. Detailed engineering underway for the Marcy and BG Switchyard LEM
with construction scheduled to begin in 2016. STL Tower Painting complete . Niagara Tower Painting to begin in 2016. PV-20 Submarine Cable Replacement - Design package submitted by
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2015 Monthly Cash Flow

Thousands $
Thousands $

Life Extension and Modernization Programs — LPGP LEM

The fifth unit outage (Unit 6) started on November 19, 2015, as scheduled, along with the restart of the motor generator contract work by

Andritz Hydro Corp. The actual spending for 2015 slightly exceeded the project total budgeted amount and the project’s cash flow in 2020
will be re-allocated next year.
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Technical Compliance — NERC Reliability Standards

New Bulk Electric System (BES) Definition

¢ The Moses-Alcoa 115kV transmission lines and the Plattsburgh 115 kV capacitor banks 5 and 6 exclusion exception requests (EER) have been
moved through the initial review stage and into the substantive review stage by NPCC.

¢ NERC, NPCC, Alcoa and NYPA agreed to temporarily suspend the Moses-Alcoa 115kV transmission lines EER to allow NPCC to evaluate the
reliability impact of these and other transmission lines on the BES.

¢ Staff continues to have discussions with the NYISO to clarify NYPA’s and the NYISO’s Transmission Planning (TP) responsibilities for NYPA's
assets.

CIP-014-2 Physical Security - Implementation

¢ The NYISO, acting as the independent third party verifier under Requirement 2 of the CIP-014-2 Physical Security Standard, completed its final
review of NYPA's risk assessment report on December 18 and verified that it is consistent with the methodology developed by the NYCA
Transmission Owners and the NYISO.

Critical Infrastructure Protection (CIP) Standards - Version 5

e NYPA’s CIP Version 5 (V5) Implementation Project team continued to execute the plan to achieve compliance with the new cyber security
standards before the April 1, 2016 enforcement date.

¢ Following the completion of the plan’s priority activities, the team will start conducting Internal Readiness Assessments in early 2016 to rate
NYPA’s compliance posture and identify any further actions required to complete the transition to CIP V5.

NERC Risk-Based Compliance Monitoring and Enforcement Program

e The NYPA’s Standards-Specific Internal Controls Evaluation (ICE) information was submitted to NPCC in November.

¢ NPCC confirmed NYPA’s internal control process flow diagram template to be used for documenting NYPA’s process flows for applicable NERC
Compliance Standards.

¢ |tis anticipated that NPCC will complete its review of NYPA’s ICE documentation by mid-January 2016 and schedule an on-site visit in late-
January/early February 2016.



Energy Resource Management
NYISO Markets

In December, Energy Resource Management
(ERM) bid 2.46 million MWh of NYPA
generation into the NYISO markets, netting
$27.1 million in power supplier payments to
the Authority. Year-to-date net power
supplier payments are $525.5 million.

Auction 30 of the Regional Greenhouse Gas
Initiative was held on December 2,

2015. Auction 30 cleared at $7.50 and NYPA
was not awarded any allowances in this
auction. To date, NYPA has secured
sufficient allowances to cover its compliance
obligation for 2015, 2016 and the beginning
of 2017. Since inception, NYPA has
purchased about 27.5 million RGGI
allowances for a total cost of approximately
$100.3 million, averaging $3.65 per
allowance.
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Energy Resource Management
Fuel Planning & Operations:

In December, NYPA's Fuels Group
transacted $13.4 million in natural gas
and oil purchases, compared with $29.7
million in December 2014. Year-to-date
natural gas and oil purchases are $235.9
million, compared with $361.4 million at
this point in 2014.

The total (-$125.5) million decrease is
due to the lower cost of fuel and / or
fuel consumption at the Astoria Energy
Il Plant (-$43.4 million), 500-MW
Combined Cycle Plant (-$50.9 million),
Richard M. Flynn Power Plant (-$25.2
million), and Small Clean Power Plants
(-$6.0 million).
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Net Income*

= Net income for the year was $69.3 million, which was $136.3 million lower than budgeted due to lower hydro production ($65 million), and lower market energy prices ($145
million), partially offset by lower O&M and other expenses ($73 million). Lower production resulted from low precipitation and a less than normal winter ice thaw early in the year.
Lower O&M and other expenses reflect underspending in programs including Five City Master Plan, Western NY Workforce Development and Customer Energy Solutions.

=  During the month of December, the Authority experienced a net loss of $5.9 million, which was $23.1 million worse than the budgeted $17.2 million net income. These results were
due primarily to a lower net margin on sales ($17.4 million) and a mark-to-market loss on the Authority’s investment portfolio ($2.8 million, higher than anticipated market interest
rates). The lower net margin on sales was primarily attributable to significantly lower prices on market sales of hydro energy into the ISO market.

Year Ended December 31, 2015
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*Preliminary amounts subject to adjustment based on the true-up of estimated sales and accruals.
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Hydro Generation

Hydro Generation
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Hydro generation was 6% below budget for the year. Increased hydro volume expected for 2016.



Energy Price Forecast

Energy Price - Zone A
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Energy Zone A (Western NY) prices continue to be significantly below budget. Zone A price for the
year was 28% below the budget.



NYPA Return on Invested Capital (2010-2015)
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ROIC and EVA charts exclude the impact of various “other expenses” which are not considered part of regular O&M as they
fund State requested programs and non-revenue producing initiatives including:

Energy Projects, including Battery Charging Stations, and others;

Economic Development, including WNY Workforce Development, Five Cities Master Plan, and others;

Legislative Mandates, including the NYSERDA Strategic Fuel Reserve, and others.



NYPA Economic Value Added (2010-2015)

Economic Value Added (in $S000's)
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ROIC and EVA charts exclude the impact of various “other expenses” which are not considered part of regular O&M as they
fund State requested programs and non-revenue producing initiatives including:

Energy Projects, including Battery Charging Stations, and others;

Economic Development, including WNY Workforce Development, Five Cities Master Plan, and others;

Legislative Mandates, including the NYSERDA Strategic Fuel Reserve, and others.



New York Power Authority January 26, 2016
Annual Hydropower Compliance Review
EXHIBIT 4a-A

Non-Compliance with Job Commitments— Proposed Reductionsin Contract Demands and
Hydropower Allocations with Adjustmentsto Job Commitments

1. Globe Metallurgical, Inc. (Niagara Falls, Niagara County)

Allocation: 7,353 kilowatts (“kW") of Expansion Power (“EP”) and 32,647 kW of Replacement
Power (“RP”)

Contract Demand: 7,353 kW of EP and 32,647 kW of RP

Power Utilization:  98%

Capital Spending:  $3,028,604 or 90%

Job Commitment: 500 jobs

Jobs Reported: 105 jobs, or 21%

Background: Globe Metalurgical, Inc. (“Globe”) manufactures silicon metal products at four U.S.
facilitiesincluding Niagara Falls.

The above-table reflects information reported by Globe for 2014, the calendar year for which compliance
action is being recommended. The year-end monthly average number of employees reported by Globe for
2014 is 105, or 21% of the Base Employment Level of 500 (Globe's contractual job commitment).

Recommendation: Globe currently receives two allocations (7,353 kW of EP and 32,647 kW of RP) for a
total hydropower allocation of 40,000 kW (the “ Allocation” ). Saff recommends that the Trustees authorize
a reduction in the contract demand and Allocation by 21,600 kW, which would result in a revised contract
demand and Allocation of not less than 18,400 kW. Staff further recommends that Staff be authorized to
reduce Globe's job commitment by 400 jobs, which would result in a revised job commitment of not less
than 100 jobs.



Exhibit “ 4a-B”

#00-13PA

NEW YORK POWER AUTHORITY
AGREED UPON PROCEDURES PROGRAM

CONTACT INFORMATION:
CUSTOMER NAME:

NYPA CUSTOMER #:
DATE:

TWELVE MONTH PERIOD:

PROGRAM:

LOCATION VISITED:

CONTACT NAME/TITLE:

TELEPHONE NUMBER:

EXPANSION POWER
REPLACEMENT POWER
TOTAL ALLOCATED POWER

TOTAL COMMITTED JOBS:

REQUIRED JOB RATIO:

TOTAL JOBS PER JOB REPORT:

TOTAL JOBS PER D&M:

PREPARED BY:

REVIEWED BY:

Globe Metallurgical, Inc.

7617

11/12/2015

January 2013 through December 2013

Western New York (WNY) Hydropower Power
Program

3807 Highland Ave.
Niagara Falls, NY 14305

Lee Payssa, Corp Direct of Human Resources
Michelle Mycek, Corporate Benefits Administrator

716-278-6103

7.353 MW
32.647 MW

40000 MW
500.00
90.0%

126.00

99.18

Alida Schillinger/
Alanna J Abreu

Charla Roth/Peggy Rowe



Exhibit “ 4a-B”

#00-14PA

NEW YORK POWER AUTHORITY
AGREED UPON PROCEDURES PROGRAM

CONTACT INFORMATION:
CUSTOMER NAME:

NYPA CUSTOMER #:
DATE:

TWELVE MONTH PERIOD:

PROGRAM:

LOCATION VISITED:

CONTACT NAME/TITLE:

TELEPHONE NUMBER:

EXPANSION POWER
REPLACEMENT POWER
TOTAL ALLOCATED POWER

TOTAL COMMITTED JOBS:

REQUIRED JOB RATIO:

TOTAL JOBS PER JOB REPORT:

TOTAL JOBS PER D&M:

PREPARED BY:

REVIEWED BY:

Globe Metallurgical, Inc.

7617

11/12/2015

January 2014 through December 2014

Western New York (WNY) Hydropower Power
Program

3807 Highland Ave.
Niagara Falls, NY 14305

Lee Payssa, Corp Direct of Human Resources
Michelle Mycek, Corporate Benefits Administrator
716-278-6103

7.353 MW
32.647 MW

40000 MW
500.00
90.0%

105.50

101.10

Alanna J Abreu

Charla Roth/Peggy Rowe



NEW YORK POWER AUTHORITY
AGREED UPON PROCEDURES PROGRAM

CONTACT INFORMATION:
CUSTOMER NAME:

NYPA CUSTOMER #:
DATE:

TWELVE MONTH PERIOD:

PROGRAM:

LOCATION VISITED:

CONTACT NAME/TITLE:

TELEPHONE NUMBER:
EXPANSION POWER
REPLACEMENT POWER

TOTAL ALLOCATED
POWER

TOTAL COMMITTED JOBS:

REQUIRED JOB RATIO:

TOTAL JOBS PER JOB REPORT:

TOTAL JOBS PER D&M:

PREPARED BY:

REVIEWED BY:

Globe Metallurgical, Inc.
7617

11/12/2015

January 2015 through September 2015

Exhibit “ 4a-B”

#00-15PA

Western New York (WNY) Hydropower Power

Program

3807 Highland Ave.
Niagara Falls, NY 14305

Lee Payssa, Corp Direct of Human Resources
Michelle Mycek, Corporate Benefits Administrator

716-278-6103

7.353 MW

32.647 MW

40.000 Mw
500.00

90.0%

N/A

99.28

Alanna J Abreu

Charla Roth/Peggy Rowe
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Q1 2016 Energy Industry Update




Introduction and objectives

This is the first in a new series of quarterly industry updates that will be provided to the board and senior staff on
an ongoing basis...

Q1 Q2 Q3 Q4

O @ @ @
Broad Industry Specific Specific Specific
Update Topic 1 Topic 2 Topic 3

Objectives of Today’s Session

* Kick-off quarterly strategy industry updates

* Review material from prior session

* Explain the implications of the trends on NYPA’s business strategy
* Summarize key messages

NY Power
Authority

NEW YORK
STATE OF
OPPORTUNITY




Growth in electricity sales has been shrinking for decades and is now showing
signs of flattening

US Central Power Generation Growth US Electric Sales Forecasts for 2010-2030 * Growth in central power

Percent, ten-year CAGRs TWh generation has been dropping
9.8 5.4 _ for decades

* Analysts still expect sales
growth, but have revised
forecasts downward

73 48| Forecasts

4.7 4.2 * NYPA’s power is among the
cleanest and cheapest in NY,
25 23 3.6¢ Actuals providing cover in any future
0.8 demand scenario
3 | | | | * Significant revenue growth is
1950s 1960s 1970s 1980s 1990s 2000s || 2010 2015 2020 2025 2030 unlikely to come from power
Forecasts by year sales in the foreseeable future
2005 == = 2008 =—— = 2012 * Impacts of this trend on

m— == 2006 2009 2013
2007 === = 2010 = = 2014

2011

revenue growth opportunities
for NYPA will be addressed
during our annual 2016 offsite

Source: EIA Z\i‘;‘&%m Authority




Peak demand is rising while energy consumption is relatively flat

Total U.S. Electricity Consumption and Peak Demand Over Time

4,500 300  Since 2000, peak demand
has grown three times as
750 much as energy
Peak Demand consumption?
4,000 700
 This delinking means that
g Energy Consumption 650 = peak demand is
S % significantly higher than
§ ' 600 é average demand
3 A * The mismatch of peak and
> v
2 2 000 550 g average demand reduces
o
S 7 = grid utilization and causes
2 500 € affordability and reliability
(5 & challenges
2,500 4o
* NYPA’s Customer Energy
400 Services group is in a
strong position to
2,000 350 investigate approaches to
1992 1997 2002 2007 2012 addressing peak demand
" NEWYORK | NY Power
1 As measured by percentage change OPPORTUNITY Authority




The transmission system requires investment, but timing and economics are
currently uncertain

* Cheap gas-fired electricity and the
Clean Power Plan’s call for renewables
mean that the need for transmission is
not going away

* NYISO forecasts the need for ~S25B in

transmission investment across NYS by ~——
2045 16,000 | T -3%p.a._

* Private markets are not addressing this
need, creating a potential opportunity 12,000 | - +13%pa.
for NYPA

* NYPA is subject to the same regulatory 8,000 r
and business uncertainties holding
back private investment 4,000 r

e Our Smart G&T and Asset
Management initiatives are putting in 0
place the tools and skills required to 2000 2010 2013 2016 2020

support future investment in the
f NEW YORK
STATE OF
OPPORTUNITY.

Historical and forecasted transmission capex from Investor-owned utilities (1990-2016)
S Millions (Real $2012)

20,000 r

state’s transmission grid
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Authority




Energy storage is rapidly becoming economically attractive

2015, no investment incentives

Los Angeles

Storage normalized profitability
USD/kWht
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105

194

7,400
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Hotel

Annual profit pool of USD 55mn

1 Annual value created in USD/KWh_installed Note: 4% WACC

Market size, Mwh

2 Energy prices can rise during peak-demand periods (e.g., when people come home from work) and when time-of-use rates are present

3 Peaker Plants are central generation stations that can turn on and off quickly (minutes) to address fluctuations in demand

Storage provides value by letting
customers buy energy during
low-cost periods, store it, and
use it when energy prices rise
later that day?

In certain applications,
investments in storage are
profitable today

Investors expect the cost of
storage to drop by ~10-15% per
year

As storage penetrates the
market, it may lower the value of
NYPA’s peaker plants3

NYPA will continue to evaluate
opportunities to participate in
the emerging storage economy,
at both customer and grid scales

NY Power
Authority
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OPPORTUNITY




Investment trends suggest strong future growth in downstream sectors

Wholesale/ Regulated  Expect future growth to be
Generation - utilities, Retail Services focused downstream in retail
trading )
T&D and services
Ty— 105 * NYPA is in a strong financial
pool 18 and operational position to
today .
(EBITDA) c manage the industry
$ Billion 3 1 transition
...................................................................................................................................................................................... « NYPA's downstream
@ A @ 4 * 8% f @ initiatives, such as the
? ' ? ? Customer Solutions group,
Annual ) . - are a strong base to build on
growth rate ® Slowing demand Renewal/upgrade of T&D grid X 8
jected . - - - * NYPA will continue to
%")‘lggri) = Centralized renewables Smart grid and DER investments | e
g ositive = Rising competitive switching (Retail) evaluate opportunities In
P 9 P g downstream areas while
= Shale gas kills margins = Expansion of “behind the meter” maintaining its core business
services

Significant regulatory and legislative restructuring is accompanying this

NY Power
Authority

value shift i NEW YORK
STATE OF
OPPORTUNITY.




November 2015 8

In Summary

NYPA is well positioned to navigate changes taking place in
the market

Technologies that offer novel solutions to matching supply
with demand present opportunities and risks

The team will provide an update on these opportunities
and risks after the 2016 Strategy Offsite Session in March
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NYPA Corporate Performance
2016 Revised Corporate Metrics




January 22, 2016 Corporate Metrics

Three objectives of this presentation...

S
Explain the rationale for why we are proposing changes to our corporate metric regime

Present the proposed set of nine revised NYPA corporate metrics

\ '\ Outline next steps —and in particular when we will start reporting 2016 performance against the
I¥/proposed set of revised metrics

NY Power
Authority
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January 22, 2016 Corporate Metrics

NYPA is facing some challenges around its corporate metric regime...

* Given the nature and mandate of our business, it is very difficult to clearly define what

success means for NYPA
* We have a new 2020 strategic vision / plan and our current set of metrics may not be fit

for purpose
* The industry is changing rapidly and NYPA is facing new challenges that it hasn’t had to

manage in the past

We have therefore developed a revised set of corporate metrics that we are looking to

role out in 2016

NY Power
Authority
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January 22, 2016 Corporate Metrics - Background

The following set of design principles were applied in the development of the revised set of

corporate metrics
Aligned to NYPA 2020
vision and goals

Transparent — business
units will know what
they are accountable

for

Output focused — relevant
to value we deliver to our
customers and broader
NY State

Corporate
Metric
Objectives

Provide a balanced Influence business
view on business behavior in a timely
: performance manner

Take advantage of

Increasing amount of
available data

NY Power
Authority
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OPPORTUNITY.




January 22, 2016 Corporate Metrics - Background

Corporate metrics will help ensure that every NYPA employee is working towards NYPA’s 2020
strategic vision ...

NYPA |

Industry Trends &

Business Unit &

Customer Energy Mission & Vision Corporate Goals Corporate Metrics Employee
Preferences Performance
An energy landscape “Our vision is a Power " Financial Effectiveness Introduce in 2016 Introduce in 2016
that is Authority that enablesa & gperational
* Clean thriving New York state Effectiveness
= Affordable through the provision of = Value From Energy

sustainable, affordable
energy, stewardship of
the state’s natural
resources, and
leadership in innovative
technologies and energy
efficiency services”

= Reliable / Resilient

NY Power
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January 22, 2016

Corporate Metric Dashboard - Goals

NYPA has three corporate goals that work collectively in delivering our strategic 2020 vision...

Operational Effectiveness

e —————
- -
- al T

Financial
Effectiveness

NYPA
2020
Vision ‘

i

Operational \
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Financial Effectiveness
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January 22, 2016 Corporate Metric Descriptions

Core Performance Metrics that are clearly aligned to our strategic goals and continue to deliver additional value to customers and the
Metrics broader State of New York even when the target is exceeded.

Goal Metric Description
Financial Economic Value Added (S) Measures economic value delivered through our capital investments
Effectiveness
Operational Non-Fuel O&M Cost / MWH (S) Measures operating efficiency as it relates to our production of electricity
Effectiveness
Commercial Availability % Measures reliability of our assets with a particular focus on most valuable
periods
Load Factor Optimization (%) Measures economic efficiency of our electricity generation (average load vs.
peak load)
Value From Energy Value of Carbon Reduction (S) Measures economic value of carbon reduction delivered through NYPA’s

operations and customers

NY Power
Authority
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January 22, 2016 Corporate Metric Descriptions

Threshold Metrics Metrics that are simply focused on meeting a threshold target. Either we meet the target or do not meet the target.
Furthermore, they do not directly help us achieve our strategic goals

Goal Metric Description

n/a Bond Rating Measures NYPA’s ability to draw on financial capacity for capital investments
and projects

Safety (DART Rate) Measures NYPA's ability to limit the severity of recordable incidents resulting
from NYPA operations

Environmental Incidents Measures NYPA’s ability to limit the number of environmental violations
resulting from NYPA operations

Workforce Alignment Measures whether we have the right workforce to deliver NYPA’s 2020
strategic vision and plan

NY Power
Authority

NEW YORK
STATE OF
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January 22, 2016 Corporate Metrics

Next Steps...

| Commence historic / current data collection and set targets

Build out business unit level metrics to support corporate metrics

1i\; )Report on Q1 performance against proposed set of new metrics in March 2016

NY Power
Authority

NEW YORK
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