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Assemblywoman Paulin, thank you for the opportunity to testify here today and to 

discuss the future of renewable energy development programs in New York State. As the 

President and CEO of the Independent Power Producers of New York, Inc., also known as 

IPPNY, I represent generators and other participants in New York’s competitive energy markets, 

including a number of companies that generate electricity from renewable energy resources. 

IPPNY is pleased to provide testimony on topics for which the Committee has requested 

feedback. 
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Assemblywoman Paulin, we commend your dedication to working on good results for 

energy reliability and for ratepayers. Your initiatives have produced positive outcomes in both 

the legislative and regulatory arenas.   

This year, your bill to require the posting of electricity supply-related Requests for 

Proposals (“RFPs”) on the website of the New York State Public Service Commission (“PSC”) 

unanimously passed both houses. IPPNY supports this legislation, which would ensure increased 

transparency in the availability of competitive investment opportunities. Last year, you 

sponsored a law to extend the New York City Property Tax Abatement Program, which is 

important for the Demand Curve Reset Process, and also created a law to extend the Real 

Property Tax exemption for solar and wind systems, allowing localities to continue to enter into 

Payments in of Lieu of Taxes agreements for these systems. Recently, based upon your 

legislative proposal this year (A.107-A), the PSC adopted its Community Distributed Generation 

Program (also known as Shared Renewables). In addition, the PSC decided to build upon your 

prior legislation and established the Westchester County Community Aggregation Program. 

Your efforts have fostered more competitive options for energy supply, including renewable 

energy, and expanded customer choices. 

A reliable and robust energy industry is critical for both State and local economies. 

IPPNY’s Members drive the State’s economic engine by producing over 75 percent of New 

York’s electricity using a wide variety of generating fuels and technologies including 

cogeneration, nuclear, hydro, coal, wind, oil, landfill gas, and natural gas. In addition, IPPNY 

Members have invested in excess of $10 billion to purchase, construct, and operate their 

facilities. Generators also pay annual taxes of over $600 million and invest $50 million in their 

communities as good corporate partners. In addition, these facilities provide well-paying jobs to 
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more than 10,000 individuals across the State. Many of these facilities are either the largest or 

amongst the biggest employers and taxpayers in their local communities. 

As a trade association representing wholesale energy suppliers, one of IPPNY’s primary 

objectives is the continued development and enhancement of reliable and efficient competitive 

electricity markets. Since 2000, competitive markets have spurred the addition of more than 

11,000 megawatts (“MW”) of generation capacity (including over 1,700 MW of wind 

generation), with over 80 percent of that supply located in New York City, on Long Island, and 

in the Hudson Valley ─ regions where power demand is the greatest. A diversified generation 

fleet has been developed, including over 6,000 MW of renewable resource capacity in the State. 

This diversity of fuels (hydro, nuclear, biomass, solar, wind, natural gas, oil and coal) protects 

New York’s energy consumers from dramatic price variations resulting from an overdependence 

on any one fuel type while simultaneously increasing our State’s electric system reliability. In 

fact, this fuel diversity provides a competitive advantage for New York in relation to its 

neighboring independent system operators and regional transmission organizations. Due to these 

successes, IPPNY’s aim is to ensure that policies, including those on large-scale renewables 

(“LSR”), are developed in a manner consistent with, and do not undermine in any respect, the 

continued functioning of competitive wholesale electricity markets in New York and its 

surrounding regions. 

I. Benefits of competitive wholesale electricity markets 

Since the electricity industry was restructured and competitive wholesale electricity markets 

were developed, New York has experienced sustained outstanding performance from 

competitive markets in terms of reliability of power supply, lower costs to consumers, and 

greater emissions reductions. New York’s markets produce the highest level of electric generator 
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availability and efficiency while selling at near record-low wholesale electricity prices. When 

adjusted for inflation, consumers have seen wholesale electricity prices that were 34 percent 

lower in 2013 than in 2000 – a by-product of competition between private developers and an 

unthinkable outcome under the previous model. Today, the main drivers of high electric bills are 

delivery charges, taxes and fees that comprise up to 70 percent of the total bill. 

New York’s power plants have increased power plant efficiency and use nearly one-third less 

fuel to produce the same amount of electricity today as they did fifteen years ago. That gain 

makes them 30 percent more efficient and is more than three times the fuel efficiency levels seen 

nationally. Furthermore, another result of this competitive market approach has been the 

dramatic environmental improvements New York has achieved. Thanks to greater power plant 

efficiency and emissions reduction solutions, sulfur dioxide emission rates dropped 94 percent, 

nitrogen oxide emission rates declined 81 percent, and carbon dioxide (“CO2”) emission rates 

decreased 41 percent. 

In 1996, New York introduced competitive electricity markets and the PSC determined that 

competitors would have a greater incentive to lower costs than utilities under a cost-of-service 

regulatory regime, which would inure to the benefit of New York’s consumers. The PSC also 

recognized that the most efficient means of selecting new resources is via the competitive 

market. Further, the PSC found that one of the primary benefits of competitive markets is that 

investment risks would shift from captive utility ratepayers to private investors.  

Sure enough, the PSC’s policy has been implemented with great success, with private 

investors have taken on those investment risks and additional resources having come online. 

Except in the limited instance of generation associated with addressing the steam system in New 

York City, the transmission and distribution (“T&D”) utilities have divested their generation 
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(allaying concerns about vertical market power and avoiding anti-competitive behavior such as 

favored treatment of affiliates and cross-subsidies among affiliates in both competitive and 

monopoly environments), the vast majority of new generation has been developed by 

independent power producers (“IPPs”), and a successful and dynamic competitive wholesale 

electricity market now operates in New York.  

IPPs provide the power upon which consumers depend in diverse and efficient ways, and 

they recover costs in a competitive wholesale market instead of directly from ratepayers. T&D 

utilities transmit that power and must ensure the lights come on when consumers flip the switch. 

Each is uniquely suited to deliver best on its respective duties. As such, competitive market 

signals should continue to show the way for making investments in electricity supply and 

delivery.  

II. The overall performance of the RPS program in developing renewable energy 

The Renewable Portfolio Standard (“RPS”) program was authorized by the PSC through 

2015, and the PSC intends to allow the program, in its current form, to expire this year. The 

Main Tier is the component of the RPS that the PSC currently is transitioning into the LSR 

program. The RPS program also includes the Customer-Sited Tier (“CST”) and the Maintenance 

Tier.  The next phase of the CST generally is being discussed within the context of the PSC’s 

Reforming the Energy Vision (“REV”) proceeding, which seeks, among other aspects, to foster 

more distributed generation on utility customers’ premises. The Main Tier and the CST have 

resulted in the development of renewable resources, and this hearing meritoriously is examining 

the future of these programs. From the perspective of IPPNY’s Renewable Energy Members, the 

State must find a viable solution to maintain the continuity of investment under the Main Tier 

program in order for the State to achieve its renewable energy goals. 
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The RPS  Main Tier 2013 Program Review Report indicates that investments in renewable 

energy resources through the RPS Main Tier are the most cost-effective manner to obtain these 

resources. RPS Main Tier monies should continue to be allocated to Main Tier projects through 

more solicitations. The RPS Main Tier Report states that “public investment through the RPS 

Main Tier has a positive impact on the State economy and the environment … [since] every $1 

of State RPS funding invested captures on average almost $3 in direct investments in New 

York.”  Additionally, “the RPS Main Tier results to date have been achieved more cost-

effectively than originally projected.”  Furthermore, “the current portfolio of projects (including 

all technologies) yielded 2.9 times as much direct, in-State investment from project development 

and operations as was invested in the program.” The Main Tier Report concludes that the New 

York State Energy Research and Development Authority (“NYSERDA”) “has confirmed that the 

currently contracted resources have yielded and will continue to yield significant direct 

investments to the State which far exceed the RPS funds committed to these projects.”  

III. The role of investor-owned utilities in procuring renewable energy 

Despite having already attracted substantial renewable resources under the RPS through a 

central procurement process conducted by NYSERDA for renewable energy attributes (also 

known as renewable energy credits or RECs) utilizing fixed price incentive payments under 

long-term contracts, NYSERDA suggests that changing market conditions require modifications 

to the current approach. NYSERDA commissioned a report, which states that the preferred 

mechanism to support the development of LSR is an open-source solicitation model whereby a 

State entity would serve as the soliciting entity and EDCs would either enter into bundled long-

term power purchase agreements (“PPAs”) to purchase energy and RECs from private renewable 

developers or own renewable projects themselves. 
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 As the PSC has repeatedly found and IPPNY has consistently demonstrated in various 

proceedings, energy services should be provided cost-effectively by private developers on a 

competitive basis. The PSC should reaffirm its commitment to this principle by continuing its 

long-standing prohibition on utility-owned generation (“UOG”). 

If EDCs are allowed to develop or acquire an interest in cost-of-service, rate-regulated 

LSR, ratepayers ultimately will be put back in the position of being at risk to shoulder the cost 

overruns of such projects. As history demonstrates, the risk of such cost overruns is very real. 

For example, Con Edison’s East River Repowering Project, prompted by needs on Con Edison’s 

steam system, had an initial estimated cost of $406 million. However, ratepayers were required 

to bear final costs of $788.3 million, almost a 100 percent overrun of original cost estimates. 

Similarly, Rochester Gas and Electric Corporation’s construction of its Rochester Transmission 

Project (albeit a transmission project) was projected to cost approximately $75.4 million when 

initially authorized. The estimates subsequently ballooned to $125 million, a 60 percent increase. 

In the case of a merchant LSR facility, private investors bear the risk of loss, not consumers. 

Because they do not have the luxury of an assured regulated revenue stream to cover their costs, 

they are forced to be more efficient. Problems such as cost overruns and negative impacts on the 

competitive markets can be avoided by continuing to prohibit EDCs from owning cost-of-

service, rate-regulated generation assets. 

If EDCs are allowed to own LSR and recover costs via cost-of-service rates, it will not 

only harm the competitive electricity markets in the State, but also will chill merchant entrants’ 

future investment in the State, which would do immense harm to the market. As private 

investment is discouraged, EDCs, which are typically unresponsive to price efficiencies and 

reluctant to innovate, will dominate the development of LSR. Once this cycle begins, it will 
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become a self-fulfilling prophecy. Less merchant involvement will produce more monopoly 

domination, which, in turn, will produce even less merchant investment. 

It is impossible to fairly compare the costs and benefits of a proposed project that will 

obtain cost-of-service, rate-based recovery with a private developer’s proposed project that must 

rely on REC payments and market revenues for cost recovery. NYSERDA’s proposed open-

source solicitation will not result in an even playing field for developers and UOG. A project that 

is willing to cap the total cost exposure to consumers through a combination of REC and market 

revenues would ultimately be more beneficial to customers than a cost-based solution that may 

have a lower initial cost estimate (making it appear to be the better choice) but also retains the 

ability to seek recovery of all costs without limitation. 

The PSC has already considered and rejected a proposal to allow EDCs to own renewable 

generation. During the 2009 RPS review, the PSC rejected the establishment of a new “Utility-

Sited Tier” to promote small, utility solar photovoltaic facilities that integrate renewable energy 

generation into the distribution system at strategic locations. Just recently, the PSC reaffirmed its 

policy prohibiting EDCs from owning small-scale renewables, except in very limited 

circumstances, in its REV policy order. The PSC ruled that “a basic tenet underlying REV is to 

use competitive markets and risk based capital as opposed to ratepayer funding as the source of 

asset development. On an ex ante basis, utility ownership of DER [distributed energy resources] 

conflicts with this objective and for that reason alone is problematic.” Consequently, the PSC 

established the “general rule” that “utility ownership of DER will not be allowed unless markets 

have had an opportunity to provide a service and have failed to do so in a cost-effective manner.”  

There has been no showing that private developers competing to develop LSR cannot 

meet the State’s LSR goals at lowest cost. NYSERDA’s LSR Report describes the previous 
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NYSERDA RPS solicitations as having been highly competitive and successful, and NYSERDA 

previously has confirmed through its analysis that privately-owned projects are the lowest cost 

solutions. The experience to date has been that private investment has responded to the call for 

the development of renewable resources, and this experience should continue to guide the 

structure and rules for LSR ownership. 

 Some EDC representatives claimed that UOG provides more value to the State and 

ratepayers than privately-owned generation because the value of UOG is captured for the State 

and ratepayers for the life of the project but the value of privately-owned generation terminates 

after contract expiration. This statement is not a valid basis to support UOG because there is no 

reason contracts could not be executed with private developers to ensure RECs are dedicated to 

New York State for the life of a project. 

NYSERDA’s LSR report proposes a procurement approach that includes a structure 

whereby EDCs for the first time would enter into long-term bundled PPAs for energy and RECs. 

The report prefers this approach over the existing fixed-price REC pricing mechanism in order to 

reduce financing costs for the development of LSR by providing greater revenue certainty to 

LSR developers and to provide a long-term hedge on energy prices to retail consumers. 

However, these bundled PPAs for energy and RECs shift the energy price risk from developers, 

who are in the best position to forecast and manage risk, to ratepayers. Indeed, the exposure to 

such risk will significantly undercut—if not entirely eliminate—any claimed benefits associated 

with reduced financing costs.  

IPPNY has opposed bundled PPA contracts because they can make generators 

participating in these programs indifferent to market prices that may signal the need to reduce 

output or curtail service to assure the reliability of the electric system. By its very design, the 
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wholesale electricity market structure in New York values energy when and where it is needed 

most. Divorcing the payment to the generator from the market price would result in the generator 

choosing to keep operating when its output is harming the system. The procurement of LSR with 

State incentives should not cause or contribute to out-of-merit dispatch or otherwise alter the 

current practice of operating the electric system on the basis of economic dispatch subject to 

meeting reliability concerns. If generators are not responsive to market price signals and continue 

to operate when their output may threaten system reliability, the New York Independent System 

Operator (“NYISO”) is forced to take out-of-market actions to maintain the reliability of the 

system. This activity distorts competitive market price signals, harms the efficiency of the 

market, and is more expensive for consumers. Thus, any procurement obligation should continue 

to utilize the structure that has successfully been in place for a decade—RECs only purchased on 

a fixed-price basis—which could include the long-term REC-only contracts that NYSERDA has 

used to date.  

IV. Existing Renewable Energy Resources 

IPPNY supports NYSERDA’s proposal to provide State incentives to so-called legacy (such 

as hydro and wind) LSRs to ensure that their attributes remain in the State and count toward 

meeting the State’s public policy goals. To have a continuity of investment, both existing and 

new independent in-State renewable energy resource projects should be eligible for the LSR 

incentive program. Obtaining new resources will allow the State to continue to make progress 

toward meeting its renewable goal. Providing incentives to existing resources will help ensure 

that the existing progress towards the State’s goal is maintained and that associated investment is 

retained in a viable and sustainable manner in the State. Resources coming off of NYSERDA 

contracts should be able to renew a REC contract at the prevailing market rate.  
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Consistent with Section 1-103(12) of the New York State Energy Law, renewable energy 

resources under the LSR program and the Clean Energy Fund (CEF) should include “sources 

which are capable of being continuously restored by natural or other means or are so large as to 

be useable for centuries without significant depletion and include but are not limited to solar, 

wind, plant and forest products, wastes, tidal, hydro, geothermal, deuterium, and hydrogen.” RPS 

Main Tier program eligibility includes in-State facilities that utilize biogas, biomass, liquid 

biofuel, fuel cells, hydroelectricity (30 MW or less with no new storage impoundment), solar, 

tidal ocean, wind, as well as maintenance resources. In addition, fuel cells, solar and wind are 

eligible under the RPS CST. In deciding which in-State technologies should be eligible for 

incentives under the LSR program and the CEF, the PSC should build upon the list of 

technologies that are enumerated in that Energy Law definition.  

For example, RPS program eligibility should be expanded under the LSR program to 

encourage independent in-State hydro facilities that have counted towards the RPS goals to date. 

One way to aid additional responsible hydroelectric development in New York State is to 

provide LSR incentives to independent in-State hydro assets, regardless of vintage, that are 

smaller-scale run-of-river resources, which often have been deemed low-impact by an 

independent entity. 

V. The establishment of realistic and attainable goals for statewide renewable energy 

capacity and greenhouse gas emission reduction 

The adopted 2015 New York State Energy Plan established a renewable energy goal of 

having 50 percent of electricity generation come from renewable energy sources by 2030, even 

though the Draft 2014 State Energy Plan did not contain a goal for public comment. The State 

has a goal to generate 30 percent of its electricity from renewable energy resources by the end of 
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2015 but will not achieve that goal due in part to a haphazard RFP process and the earlier 

repurposing of RPS Main Tier money. According to the NYISO’s Power Trends, the percentage 

of New York’s electric energy from renewables in 2014 was 25 percent.  

The State should conduct a comprehensive public process to determine what amount of 

additional renewable energy will maintain electric system reliability and expand upon the State’s 

existing fuel diversity, while also helping to achieve the requirements of the United States 

Environmental Protection Agency’s (“EPA”) Clean Power Plan. Technological innovation, in 

addition to maintaining fuel diversity for electric system reliability and retaining all types of low 

and non-emitting facilities currently keeping emissions low, will help to ensure the State’s  

policy decisions holistically meet its long-term state goals and federal requirements.   

New York’s chief avenue of compliance with the EPA’s Plan likely will be through the 

Regional Greenhouse Gas Initiative (“RGGI”), a program that should be expanded to other 

states. The EPA’s Plan also allows states to use compliance methods such as increasing new 

renewable energy as well as nuclear plant uprates, and state strategies can dovetail with 

renewable portfolio standards, energy efficiency programs, clean energy standards, or other 

policies. The combination of these efforts should provide a consistent CO2 price signal to foster 

needed investment in order to attract new, and retain existing, renewable and other low or non-

emitting energy resources and to avoid competitive disadvantages in restructured market states 

such as New York. It is paramount that all clean energy sources (both at the wholesale level 

through the RGGI and LSR programs and at the distribution level as a result of the 

implementation of REV’s outcomes) see the same CO2 price signal to promote efficient 

investment. 

VI. The CEF and funding for LSR 
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As proposed by NYSERDA, the CEF should provide $150 million for the RPS Main Tier 

2016 solicitation, and all existing RPS Main Tier resources should continue to be eligible for this 

solicitation. 

Instead of NYSERDA’s current proposal to repurpose $844.4 million in RPS Main Tier 

money for projects under the NY-Sun program that are not large-scale, the State should use the 

full $844.4 million to support LSR and all resources eligible under the RPS Main Tier; the State 

should seek additional PSC authorization for funding for other uses under the NY-Sun program 

as proposed by NYSERDA within the overall context of the CEF. 

As proposed by NYSERDA, the New York Green Bank, which is part of the CEF, should 

support LSR projects; the State should reduce financing costs to LSR developers in a manner 

consistent with wholesale electricity markets and should continue to look at ways for the Green 

Bank to be more beneficial to projects such as LSR.  

Monies under RGGI, which are proposed by NYSERDA to be part of the CEF, must 

continue to be available for each of these four categories required by NYSERDA’s regulations 

for the use of RGGI monies: (1) innovative CO2 emissions abatement technologies with 

significant CO2 reduction potential; (2) renewable technologies; (3) non-CO2 emitting 

technologies; and (4) energy efficiency. Therefore, any RGGI monies within the CEF explicitly 

must be used for projects such as the Competitive Greenhouse Gas Reduction (“CGGR”) 

program and for LSR as well as for all resources eligible under the RPS Main Tier. The CGGR 

program is the only RGGI program intended to reduce emissions directly from power plants.  

As proposed by NYSERDA, the CEF should fund the New York Generation Attribute 

Tracking System (“NYGATS”), and NYSERDA should launch the program as required by the 

2012 law. IPPNY supports the creation of NYGATS as a comprehensive generation tracking 
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system to expand the exchange of information about electricity produced in New York State’s 

competitive electricity market with that of markets already having tracking systems in place. As 

NYSERDA has contemplated, NYGATS should contain the important flexibility to allow 

generators to choose whether or not they wish to register with the system. 

VII. Conclusion  

New York has an evolving fuel generation supply profile. Competitive wholesale electricity 

markets have spurred growth in renewable energy. Over the last ten years, coal generating 

resources have decline by more than half – from 9 percent in 2004 to below 4 percent in 2015. A 

combination of environmental regulations and policies (such as New York’s implementation of 

the EPA’s Clean Power Plan and the 2015 State Energy Plan) that require all types of emission 

reductions, the efficiency of natural gas power plants, and the economics of natural gas as a fuel 

will continue to drive the market signals from which private investment arises. Going forward, 

the State continues to need reliable, fuel-diverse, innovative, and technology-neutral and low-

emitting sources of electricity supply at both the wholesale and distribution system levels, and 

the signals from the State’s successful competitive electricity market should continue to point the 

way for investments. 

In summary, IPPNY recommends the following points for the future of the State’s renewable 

energy programs: 

 LSR should continue to be developed in a manner consistent with the competitive 

wholesale electricity market in which private developers bear investment risk; 

 Utilities should not own any new generation, including LSR, because ratepayers would 

be re-exposed to cost overruns and future private generation investment would be chilled; 
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 Utilities should procure only RECs on a fixed-price basis from private developers and 

should not engage in bundled PPAs for both energy and RECs because those PPAs would 

shift the energy price risk away from developers and back onto energy consumers; 

 A consistent CO2 price signal is needed (both at the wholesale level through the RGGI 

and LSR programs and at the distribution level as a result of the implementation of REV) 

to foster investment in new - and to retain existing - renewable and other low or non-

emitting energy resources; 

 To have a continuity of investment and meet the State’s renewable energy goals, both 

existing and new independent in-State renewable energy resource projects should be 

eligible for the LSR incentive program, and resources coming off of NYSERDA 

contracts should be able to renew a REC contract at the prevailing market rate; 

 The CEF should provide $150 million for the RPS Main Tier 2016 solicitation, and all 

existing RPS Main Tier resources should continue to be eligible for this solicitation; 

 The State should use the full $844.4 million in RPS Main Tier money to support LSR and 

all resources eligible under the RPS Main Tier; 

 The State should conduct a comprehensive public process to determine what amount of 

additional renewable energy will maintain electric system reliability, expand upon the 

State’s existing fuel diversity, and help achieve environmental requirements;  

 RGGI monies within the CEF must be used for projects such as reducing emissions 

directly from power plants and expanding renewable resources; 

 The New York Green Bank should support LSR projects and reduce financing costs to 

LSR developers in a manner consistent with wholesale electricity markets; 
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 In deciding which in-State technologies should be eligible for incentives under the LSR 

program and the CEF, the PSC should build upon the list of technologies enumerated in 

the New York State Energy Law definition of renewable energy resources; and  

 The NYGATS program should be funded and launched, in order to establish a 

comprehensive generation tracking system to expand the exchange of information about 

electricity produced in New York State’s competitive electricity market with that of 

markets already having tracking systems in place, while providing the important 

flexibility to allow generators to choose whether or not they wish to register with the 

system. 

Assemblywoman Paulin, we appreciate your ongoing leadership in hosting this hearing and 

bringing forward the important issue area of renewable energy. Thank you for the 

opportunity to provide IPPNY’s perspective, and I would be happy to answer any questions 

that you and the Committee members may have. 
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