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TESTIMONY OF JAMES M., PARMELEE
Will you please state your name, title and affiliaticn?
My name is James M. Parmelee. I am employed as an Electrical
Energy Planner by the New York State Energy Office (SEO), Two
Rockefeller Plaza, Albany, New York 12223,
Would you please describe your education and experience?
1 received a Bachelor of Science in Nuclear Engineering from
Rensselaer Polytechnic Institute in 1977, and a Masters of
Engineering in Nuclear Engineering from Rensselaer Polytechnic
Institute in 1978. I also completed the Advanced Electric
Utility System Planning Training Program at General Electric ir
1979, and completed the Advanced Techniques in Power System
Generation Planning course at the Continuing Education Center at
the University of Berkeley in California. I have completed the
course work for a Doctorate in Electric Power Engineering at
Rensselaer Polytechnic Institute.

I have testified on electric generation planning matters in
proceedings before the New York State Energy Planning Board on
the Draft 1979 and 1981 State Energy Master Plan and Long-Range
Electric and Gas Reports (SEMP), issued pursuant to Sections
5-110 and 5-112 of the Energy Law of New York and in a proceeding
before the Federal Energy Regulatory Commission on the siting of
the proposed Pratsville pumped storage project.

1 am a member of the IEEE and have had the following papers
presented or published:

Impacts of Electric Heat on Time Dependent Demand,

1978 Winter Meeting IEEE-PES, New York.
Published in IEEE Energy Development IV,

R e e e Tl e
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TESTIMONY OF JAMES M. PARMELEE

Impacts of Electric Heat on Generation and Primary
Fuel Requirements, 1978 Summer
Meeting IEEE-PES, Los Angeles. Published
in IEEE Transactions on Power Apparatus
and Systems, July-August, 1979.

Advanced Techniques for Electric Generation
Planning, 1978 Canadian Communications and
Power Conference, Montreal.

Impacts of Solar Heating Options Upom Electric
Power Systems, 1979 Summer Meeting IEEE-PES,
Vancouver, B.C.

Potential Impacts of Wind Electric Cenerators
Upon Electric Power Systems, 1980 Winter
Meeting IEEE, New York.

I joined the State Energy Office in February of 1979 and
have worked as an Electric System Planner since that time. My
present responsibilities include supervising and conducting
electric system studies for the State Energy Office. Prior to
joining the SEO, I was employed as a Research Assistant for the
Center for Technology Assessment of Rensselaer Polytechnic
Institute. In that capacity, I conducted studies for the New
York State Energy Research and Development Authority which
involved analyses of the electric power system in New York State.
What is the purpose of your testimony?

I will briefly describe the status and purpose of the State
Energy Master Plan (.fMP) in New York State energy matters and
its principle e2lements, summarize the electricity generation plan
contained in SEMP, and provide estimates of the operating cost
and o0il consumption penalties that would result if the

t

electricity generation plan were modified by shutting down Indian

Point units 2 and 3 in 1983.
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TESTIMONY OF JAMES M. PARMELEE

What is the status and purpose of SEMP in New York State energy

matters?

It is the policy of the State to conduct energy planning in an

integrated and comprehensive manner through development of a

long-range State Energy Master Plan. On March 25, 1982,

following legislative and adjudicatory hearings as mandated by

the State Energy law, the Energy Planning Board issued an Opinion

& Order approving the 1981 Draft SEMP as modified therein (SEMP

I1). A copy of the Opinion & Order is attached as Exhibit No. __

(JMP1). The findings of the SEMP serve a variety of purposes,

principly:

o Public and Private Seci-r Pl;nning. SEMP provides "the
framework for energy-related decisions made throughout
the State" (Energy Law, Section 5-110). In addition, the .
Plan controls "all euergy-related decisions made by the
State and will be the guide for energy-related decisions in
the private sector." (Governor's Memorandum of Approval,
McKinney's 1978 Session Laws, p. 1838).

o Public Service Law Article VIII and Article VII Decisions.
The specific findings with respect to projected electric
demand in the Report are binding on the State Board on
Electric Genmeration Siting and the Environment (Siting
Board) with respect to any determination of need for future
steam electric generating facilities under Article VIII of
the New York Public Service Law (Energy Law, Section 5-112
(33(c)). In addition, the Siting Board must find that a
proposed facility is consistent with the "long-rane

planning objectives for electric power supply i
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TESTIMONY OF JAMES M. PARMELEE
established by the Plan before it may grant an application
for a certificate under Article VIII (Public Service Law,
Section 146(2)(e)). Moreover, the specific findings with
respect to projected electric and gas demand are binding on
the Public Service Commission with respect to any deter-
mination of need for major electric and gas transmission
facilities under Article VII of the Public Service Law

(Energy Law, Section 5-112(3)(c)).

Would you please summarize the principle elements of SEMP II.

SEMP Il consists of:

(o]

(o]

A list of specific state energy policies.

A fifteen year forecast of New York State energy
requirements.

A summary of the plans for meeting forecasted energy
requirements including an electricity supply plan.
Recommendations for administrative and legislative actioms

to implement State enmergy policy.

Would you please summarize the electricity supply plan for the

1981-1996 period approved by the State Energy Planning Board

(EPB) in its March 1982 Opinion & Order?

The electricity generation plan (1981-1996) approved by tke EPB

is shown in Exhibit No. (JMP2). Major features of the

generation plan include:

(o]

Completion of 2,518MW of generating capacity now under

.
construction in the state and another 2,350MW of generating
capacity already licensed to be constructed in the state.

Construction of a 1,000MW pumped storage facility t-

to start operation in 1987,
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TESTIMONY OF JAMES M. PARMELEE
4. A case similar to the base case but with Indian Point Unit 2
and 3 both assumed not to be in operation in 1583 and
thereafter.
What are the major assumptions you used in your analysis?
The principle source of the assumptions used in my analysis is
the State Energy Master Plan (SEMP II). I used the electricity
generation expansion plan shown in Exhibit No.___ (JMP2) which is
the plan approved by the EPB in its Opinion and Order of March
25, 1982. However, the most recent estimates of the New York
Power Pool with respect to Canadian electricity imports were used
in the analysis. Minor slippage in the assumed installation
dates of some coal conversions were also assumed in the analysis.
The study period is 1982 to 1996. The projected energy growth
rate of approximately 1.7Z per annum and a peak load growth rate
of approximately 1.52 per annum were assumed. A capacity factor
of 57.7 percent was assumed for the Indian Point Units for the
study period.
What are the estimated cost impacts that would result from
shutting down the Indian Point Units?
Exhibit No.___ (JMP3) shows the production cost and its
components that would result under each of the four scenarios
described earlier. There would be an 11.3 percent increase in
cummulative present worth production costs through 1996 which
represents an additional $3.8 billion }n 1982 precent worth
costs, if the Indian Point Units 2 and 3 are both shut down in
1983. The cummulative present worth production costs would
increase through 1996 by $1.8 billion and $1.9 billion if e

Unit 2 and 3, respectively, is shut down.
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TESTIMONY OF JAMES M. PARMELEE
facilities, under various assumed capacity factors ranging from

47.1% to 68.3%.

Does this complete your testimony?

Yes.
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Exhibit No. (JMP2)

Electricity Supply Plan
(1981-1996)

New Facilities Capacity (MW) Fuel Date

Under Construction

Shoreham 813 Nuclear 1983
Somerset 625 Coal 1984
Nine Mile Point 2 1080 Nuclear 1986
Licensed
Arthur Kill 700 Coal/RDF 1987
Jamesport 800 Coal 1989
Lake Erie 850 Coal 1991
Planned
Pumped Storage Hydro 1000 PS Hydro 1987
011 to Coal Conversion (MW After Conversion)

(PHASE 1)
Ravenswood 3 923 1983
Lovett 4 & 5 387 1982-83
Arthur Kill 3 491 1983
Arthur Kill 2 333 1984
Albany 1-4 396 1984
Danskammer 3 137 1686
Danskammer &4 231 1986
E.F. Barrett 1 & 2 348 1987
Port Jefferson 3 & 4 348 1987
Alternative Electric Generation 1981 1986 1991 1996

(Cummulative MW Additions Since 1979)

1 266.5 490.8 725.0
7 230.5 322.5 373.5
0 169.5 353.5 395.5
2 4.5 13.5 58.5

Small Hydro

Cogeneration
Solid Waste

Wind

w N -
OO

Canadian Imports 1981-1983 1984-1987 1988-1996

Energy (Billion of KWH
per year) 10.5 12.5 14.5




Base Case w/o IP2 w/o IP3 w/o IP 2&3
Fuel Costs 28,417 30,356 30,588 32,586
08M Costs 4,994 4,815 4,790 4,603
Sum 33,416 35,171 35,374 37,189
(Production Costs) (5.3%) (5.9%2) (11.3%)
Exhibit No.___ (IJMP4)
Sensitivity of Production Cost and 0il
Consumption Increases to Capacity Factor
of Indian Point Units 2 and 3
(Percent Increase)
Base Case Base Case Base Case
CF = 57,.7% CF = 47.1% CF = 68.3%
Production Cost Increase
Due ¢y Shut Down of
Units 2 and 3 3,774 3,032 4,606
(SMillion) (11.3%) (8.9%) (14.1%)
01l Consumption Increase 150.0 128.5 178.6
(Million Barrels) (37.42) (30.4%) (48.0%)

Exhibit No.__ (JMP3)

Production Costs in Million §
(Percent Increase from Base Case)
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STATE OF NEW YORK
ENERGY PLANNING BOARD

At a meeting of the Energy
Planning Board held in

the City of Albany on
February 25, 1982

BOARD MEMBERS:

JAMES L. LAROCCA - Commissioner, State Energy Office
Chairman, Energy Planning Board

PAUL L. GIOIA - Chairman, Public Service
Commission

ROBERT F. FLACKE - Commissioner, Department of

Environmental Conservation,
concurring in part and dissenting

in part
IRA M, MILLSTEIN - Designee of the Speaker of the
Assembly
RONALD W. PEDERSEN - Designee of the Temporary

President of the Senate

STATE ENERGY MASTER PLANNING AND LONG-RANGE
ELECTRIC AND GAS SYSTEM PLANNING PROCEEDING
OPINION AND ORDER

{Issued: March 25, 1982)

INTRODUCTION

Sections 3-101 and 5-110 of the Energy Law provide that it shall be
the policy of the State to conduct energy planning in an integrated and
comprehensive manner through development of a long-range State Energy

Master Plan, which shall provide the framework for energy-related

de~isions made throughout the State.
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Consistent with this State policy, the S5State Energy Office (SEO)
was required to prepare the first Draft State Energy Master Plan (Plan)
and Draft Long-Range Electric and Gas Report (Report) and submit these
documents to the Energy Planning Board* for review and approval (Energy
Law, Sections 5-110 and 5-112). On March 20, 1980, the Energy Planning
Board adopted the first State Energy Master Plan and Long-Range Llectric
and Gas Report (SEMP I), thus completing the State's initial effort at
comprehensive and integrated State energy planning.

The Energy Office is required to review and update as necessary the
State Energy Master Plan and update the Long-Range Electric and Gas
Report, at least every two years. The 1981 Draft State Energy Master
Plan and Long-Range Electric and Gas Report (Draft SEMP II) is the first
biennial update. As with the first State Energy Master Plan, the State
Energy Office has combined the 1961 Plan and Report into a single
document, consistent with the objective of conducting energy planning in

a comprehensive and integrated manner.

*The members of the Energy Planning Board are: The Commissioner of
Energy, appointed by the Governor to serve as Chairman, the Chairman of
the Public Service Commission, the Commissioner of Environmental
Conservation, the Temporary President of the Senate or his designee and
the Speaker of the Assembly or his designee. Ronald W. Pedersen has
peen appointed by the Temporary President of the Senate to serve as his
designee on the Board. 1Ira M. Millstein, Esg. has been appointed by
the Speaker cf the Assembly to serve as his designee on the Board.

.



Public and Private Sector Planning. SEMP II will "provide the
¢ramework for energy-related decisions made throughout the
State" (Energy law, Section 5-110). In addition, the Plan
"shall control all energy-related decisions made by the State
and will be the guide for energy-related decisions in the
private sector.” (Governor's Memorandum of Approval,
McKinney's 1978 Session Laws, p. 1838).

Public Service Law Article VIII and Article VII Decisions. The
specific findings with respect to projected electric demand in
the Report are binding on the State Board on Electric
Generation Siting and the Environment (Siting Board) with
respect to any determination of need for future steam electric
generating facilities under Article VIII of the Public Service
Law (Energy Law, Section 5-112(3)(c)). 1In addition, the Siting
Board must find that a proposed facility is consistent with the
"long-range planning objectives for electric power supply in
the state" established by the Plan before it may grant an
application for a certificate under Article VIII (Public
Service Law, Section 146(2)(e)). Moreover, the specific
findings with respect to projected electric and gas demand in
the Repor* are binding on the Public Service Commission with
respect to any determination of need for major electric and gas
transmission facilities under Article VII of the Public Service

Law (Energy Law, Section 5-112(3) (c)).
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September 18, Buffalo on September 21, and Mineola on Octcber 5, 1981.
A total of 37 people and organizations spoke or submitted testimony
during these four public hearings and the comment period following the
hearings.

At the second set of hearings, all interested persons and
organizations who had requested to be made parties to the planning
proceeding were afforded an opportunity to sponsor witnesses and to
question witnesses sponsored by others, including the Energy Office
staff. Nineteen parties actively participated by sponsoring witnesses
and guestioning the witnesses of other parties. A list of active
parties is annexed hereto as Appendix A.

Prehearing conferences were conducted by the Hearing Officer on
September 8 and October 23, 1981, in Albany, to identify those matters
on which testimony would be submitted, to elicit the names of expert
witnesses who would sponsor that testimony, and to formulate procedures
to assure that the hearings proceeded in an orderly and efficient
manner.

Direct testimony of 24 witnesses was prefiled on September 15, and
rebuttal testimony of 16 witnesses was prefiled on October 9. On
October 29, the Hearing Officer submitted to the Board recommended
he:rirg procedures, together with an identification of the matters on
which thg gquestioning of witnesses should be permitted, a schedule of
witnesses to be questioned, the seguence for questioning witnesses, and
an allocation of time permitted the parties :o‘question witnesses. On
November 2, the Board met in Albany and approved the recommended

orocedures and schedule proposed by the Hearing Officer.



18, Buffalo on September 21 and Mineola on October 5 to allow interested
persons an opportunity to comment on the DEIS, as well as on the draft
Plan and Report.

On August 17, the Notice of the Completion of the DEIS was mailed
to each of the nine regional offices of the Department of Environmental
Conservation. This Notice was also sent on the same date to the State
Clearinghouse, in compliance with the procedures under the Federal
Office of Managemert and Budget Circular No. A-95.

In addition to statements made at the four public hearings,
submission of written comments was permitted until October 15, 1981,
Following receipt and review of these ccmments, the Board prepared a
Final Environmental Impact Statement (FEIS), which was issued on
February 9, 1982, Copies of the final statement were filed on that date
with the Commissioner of the Department of Environmental Conservation
(DEC) and in each of DEC's nine regional offices, in accordance with
SEQR. In addition, the Notice of the Completion of the FEIS was also
sent on that date to the Department cf Environmental Conservation for
publication in the Environmental Notice Bulletin,

In reviewing SEMP II, the Board has given careful consideration to
the FEIS. The document has demonstrated that the updated Plan and
Report being considered by the Board is not likely to have any
significant additional environmental impacts beyond those alrsady
considered by the Board in the FEIS issued for SEMP I. The Board is
satisfied that consistent with round economic and other essertial
considerations, the energy policies, forecasts, and recommendations for

legislative and administrative action contained in SEMP II, to the
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raised c¢oncernirq moit of the material contained :n the draft Plar and
Report.

For exarple., SEO's tcta. energy and electricity fourecasts, which
were significantly lower than those contained in SEMP I, went largely
unchdilenyed, except for a few minor exceptions noted below.
Additionally, Draft SEMP II, which called for three new power plants
compared to five in SEMP I, and for phased coal conversion of the
approximately 6000 MW of existing oil-fired capacity included in SEMP I,
was substantially identical to the supply plan proposed by the Power
Pool in their april, 1981 arncal §5-112 Report. (The fower Pool's plan
did not, however, include SEO's proposed Phase I. conversions.)

Other parties, however, questicned the linclusion in the supply plan
of the recently certified Arthur Kill plant aad the 1000 MW pumped
storage hydro facility. Several parties als> argued that coal
conversions should proceed only if they do not contribute any additional
sulfur load to the atmosphere. And SEO's forecast of a decline in
average annual use of natural gss over the planning period was
challenged by NYGAS, which claimed that gas use would increase
moderately over the forecast period.

Finally, the cther individual plan elements received little
attention from the parties, except in the area of conservation where
several parties argued that the draft Plan failed to go far enough in
calling for additional conservation actions. This contrasted with the
Gas Group's position that SEO's recommendatior. for increased utility

involvement in conservation went too far.
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STATE ENERGY POLICIES

The twelve energy policies adopted in SEMP I, which are designed to
achieve the basic goal of reducing the State's ove¢rdependence upon
imported petroleum, are essentially repeated in Draft SEMP II. As in
SEMP I, four basic strategies are set forth: increased penetration of
conservation measures and technologies into every phase of energy use;
increased use of renewable energy resources, including hydroelectric
power, resource recovery, wood and solar; increased coal use; and
improved gas use.

Of particular note, Draft SEMP II strengthens the transportation
policy in line with the Board's recommendation in SEMP I that more
comprehensive consideration be given to this sector. Draft SEMP II also
proposes one new State energy policy pertaining to the need for
comprehensive energy emergency preparedness activities at the State
level. This policy is proposed in recognition of the Reagan
Administration's abandonment of virtually all Federal programs necessary
for an effective national response to future energy emergencies.

The parties to the proceeding generally did not challenge the
energy policies included in Cra:t SEMP 1I, all but cne of which had been
the subject of considerable examination by both the parties and the
Soard in the first planning proceeding. NYGAS, however, urged that the
utilities not be mandated tc become more active purvevors of
conservation and renewable resource technologies, as called for in Draft
SEMP II energy policy number 9. This issue is discussed below in the
section on conservation.

Upon review of the record, the Board concludes that the energy
policies set forth in Draft SEMP II, and listed below, will provide the

&
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10,

11.

12.

13.

need to clarify substantial uncertainties associated with
economic, safety and regulatory issues related to the nuclear
option. The electricity supply plan contemplates the continued
availability of the state's current inventory of licensed
nuclear plants.

All consuming sectors must be given increased choice among
competing energy forms, including conventional fuels,
conservation, and renewable resources. Increased choice will
benefit consumers by increasing price competition among energy
forms, and will benefit the State by stimulating innovation and
efficiency improvements.

Government must act to remove any existing legislative and
administrative barriers inhibiting the development of energy
sources, competition among fuel forms and energy conservation,
except where such action would clearly compromise public
health, safety or environmental quality. Justification for any
such institutional barriers must be reexamined in light of
compelling State energy needs.

The State's electric and gas utilities, as well as PASNY,
should encourage and stimulate conservation and efficient use
of energy by their customers. Electric and gas utilities
should become more active purvevors of conservation and
renewable resource technologies.

No person should be without adegquate heat or should be forced
to forego conservation improvements by reason of inability to
pay. A commitment to protect public health and safety requires
no less.

The energy research, development and demonstration programs
being pursued in New York must be expanded and must emphasize
those technologies that will, over the mid- to long-term,
mitigate energy cost increases and energy supplvy interruption.
Formal and informal coordination of the numerous energy RD&D
programs throughout the State is essential to assure that these
activities support and complement State energy policy.

In view of the extensive reliance on oil in the transportation
sector, the State should continue to take action to maximize

_the efficient use of energy in this sector. Moreover, the

relatively energy efficient mass transit and railroad systems
tnroughout the State must be maintained to prevent shifts of
mass transit and railroad riders to lris efficient automobiles.

Comprehensive energy emergency preparedness activities,
directed at mitigating the adverse economic and ocial impacts
of an interruption in petroleum supplies, must be continued and
increased in order to protect public health and safety.
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FIGURE 1

Forecast of New York State End-Use
Energy Consumption by Sector, 1980-1996

Trillion BTU

Average Annual
Percent Change

Sactor of Energy Use 1980 1996 1980-1996
Residential 766.9 620.8 -1.3
Commercial $29.3 500.5 -0.3
Industrial 476.3 629.0 1.8
Transportation 1,053.3 1,025.8 -0.2
Total End Use Energy

Consumption 2,843.1 2,800.0 -0.1

FIGURE 2

New York State End-Use Energy
Consumption by Fuel Type, 1980-199€

Trillion BTU

Fuel Type 1980 1996
Electricity 367.1 478.6
Natural Gas 592.6 541.6
Petroleum Products 1,783.2 1,639.7

Res, Com, and Ind. 737.9 628.6
Transportation 1,045.3 1,011.1
Coal 69.2 90.0
Wood 30.9 47.0
Solar 0.1 A |

Total End-Use Energy
Reguirements 2,842.8 2,80C.0

Average Annual

Percent Change
1980-1996

1’7

23,9

-0.1
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FIGURE 4

Electricity Peak Demands

and Growth Rates by Utility, 1980-1996>
Summer Peak (MW} Winter Peak (MW) Svstem Peak
Growth Growth Growth
Rate (%) Rate (%) Rate (%)
1380 1996 1981-1996 1980 1996 1981-1996 1980-96
CHE&G 640 867 1.9 641 904 2:2 2.2
CON ED 6,980 7,140 0.1 5,005 4,968 -0.0 0.1
LILCO 2,975 S.T27 1.4 2,504 3,407 1.9 1.4
NYSEG 1,830 2,788 2.7 2,170 3,776 3.6 3.6
NMPC 4,844 6,067 1.4 5,444 7,808 - 8 2.3
O&R 690 963 y 3 519 805 2.8 . |
RG&E 1,001 1,512 2.6 946 1,854 4.3 3.9
PASNY 2,403 3,430 Ry 2,602 3,941 2.6 2.6
NYPP Co=-
incig?nt
Peak 20,889 25,618 13 19,381 26,657 2.0 1.5

a/Based upon weather ncrmalized 1980 peak demands where available.
b/Includes the Village of Freeport and City of Jamestown; these loads
are included in the PASNY forecast beginning in the winter of 1984-85.
FIGURE 5

Projected Average Annual Percent Change in Natural Gg;
and Electricity Residential Sector Prices, 1980-1996

Fael ’ 1980-198% 1986~-1991 1991-1996 1980-1996
Natural Gas 1.1 5.6 3o LA 5.2
Electricity 2.8 2.2 0.1 0.4

a/Percent change in real price of fuel (excluding inflation).
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Edison in its April 1981 §5-112 £iling, and do not include any projected
savings from new buildings to be constructed. With respect to the
impact of time-.f-day rates, SEO states that Con Edison is incorrect in
asserting that time-of-day rates were applied to all commercial and
industrial customers, thereby overstating the impact of such rates; in
fact, SEO maintains, it limited its forecasts of the impact of
time-of-day rates *~ only large commercial and industrial customers.

Finally, the Energy Office notes that although there 1is
considerable uncertainty associated with any long range economic
predictions, the models it employed to predict levels of employment are
reasnnable. The commercial employment forecast cbjected to by Con Edison
used the highlv rejarded New York PRegion Economic Model developed by
Wharton Econcmetric Forecasting Associates, Inc., as well as SFEO's own
New York State Macrn-economic model, which has not been challenged by
any other utility or party.

RG&GE's position is exactly the opposite of Con Edison's. It claims
that SEO has overstated RG&E's 1996 electricity sales. RG&E suggests
that its forecasti of 1996 electricity sales cf 7331 MWH based on an
annual growth rate of 2.2% is more accurate than S:0's forecast of 8811
MWH, which is based on an annual grovth rate of 3.4%.

RGSE argues that SEOQ's forecast is too high becr::se additional and
necessary computer runs were not completed by SEC, which, if done, wnuld
produce a lower sales forecast. SEO responds that the additional
computer runs, while perhaps desirable, were not necessary and would not

have materially affected the RG4LE sales forecast.



end-use natural gas consumption to decline at an average annual rate of
0.6 percent over the next 15 years. Neither NYGAS nor any other party
sponsored testimony supporting any alternative gas demand forecast.
Instead, NYGAS chose to challenge specific assumptions relied on by SEO
in order to demonstrate the validity of the forecast included in their
April 1981 §5-112 report that end-use gas consumption would increase
over the forecast period at an average annual rate cf 0.4 perce:t.

Both SEO and NYGAS acknowledge that the principal reason for the
difference between their fotecasts relates to projected g.s demand in
the residential sector. Both parties' forecasts are in accord with
respect to projected consumption in the industrial and commercial
sectors.

The Gas Group argues that certain assumptions used by SEO in the
residential gas load fore:ast model are unreascnable. In particular,
NYGAS claims that SEO used unreasonably high natural gas prices, based
upor faulty equilibrium analyses involving supply, demand, and price;
unreasonably low electricity prices in those service territories where
electric space heating and water heating are expected to supplant use of
natural gas; unrecasonably low efficiencies for gas space heat.ng and
water heating, whi h suggests higher gas consumption and, hence, higher
life cycle costs for those end-uses of gas; incorrect assumptions and
outda:ed‘computations for building thermal integrity wh' ch inflates g:s
sonsumption for space heating; an unsupportably high discount rate which
tends to exaggyerate the life cycle cost of gas‘space and water heating
relative +o electric space and water heating; and incorrect assumptions
regarding customer behavior in switching from gas water heating and

cooking to electric water heating and cooking. All of the above would,
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appliances, and that that estimate, which was related to space heating
equipment, was lower than the efficiency level assumed by SEO for such
ecuipment in its forecast.

The Energy Office also disagrees with the Gas Group's assertion
that SEO used an outdated equation in estimating residential space
heating requirements. SEO argues that the equation which it used is
equivalent to that suggested by NYGAS and will produce the same results
as NYGAS' equation when correct input assumptions are used.

With respect to the 20 percent discount rate used by SEO to reflect
the time value ascigned by customers to energy related expenditures,
which NYGAS claims should instead be 10 percent, SEO argues that
numerous studies support the 20 percent rate. SEO further argues that
lowering the discount rate, as suggested by NYGAS, would not necessarily
result in increased demand for gas. Indeed, gas customers considering
replacing their heating systems would be more likely to switch to
electricity if the discount rate were lower than assumed by SEO.

SEO also disagrees with NYGAS' assertion that SEO failed to account
sufficiently for some customer preference for gas for cooking, even when
more expensive then electricity, and failed to consider that
replacements of water heaters often take place in an emergency and that
a switch to a more cost-effective electric water heater may not,
therefore, take place in many instances. SEO notes that its projections
of fuel switching from gas to electr.city for cooking and water heating
are generally limited to the three upstate utilities where electricity
prices are projected to be significantly lower than gas prices. SEO
also notes that its forecast assumes an increased number of gas cooking

customers statewide and that the number of gas water heating customers



<26

that NYGAS' suggesteéd changes to SEO's analysis are either incorrect or
would not have a material effect on the SEO forecast, for the reasons
suggested by SEO. Therefore, we adopt the -0.6 percent average annual
growth rate projected by SEO.

Nevertheless, we recognize that any forecast of energy requirements
over a 15 year period involves many complex factors. A forecast of
natural gas consumption is particularly complicated in view of *he
difficulties of projecting the likely price of natural gas following
decontrol of new gas supplies in 1985. 1In view of such uncertainties,
and the substantial uncertainties associated with obtaining gas supplies
beyon? those currently under contract, we believe, despite our
conclusion that end-use g:s consumption will decline over the forecast
period, that it is prudent for the State's gas utilities to aggressively

pursue the acquisition of additional gas supplies, including

supplemental supplies.
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CONSERVATION

Draft SEMP II continues to recognize conservation as the
cornerstone of the State's energv policy and notes the substantial gains
made over the past two years to improve energy efficiency. However, two
principal problems affecting conservation are identified in Draft SEMP
II: Federal abandonment of conservation programs, and removal of
remaining barriers to conservation.

In respcnse to these problems, Lraft SEMP II calls for the
continued implomentation of existing ccnservatior programs adopted over
the past few years (many of which were recommended in SEMP I). The
programs have only begun to achieve the tremendous energy conservation
potential which exists in all sectors.

The dra‘* Plan also recommends several new programs designed to
expand the use of energy audits and the availability of conservation
infcrmation and technical assistance for all sectors; to provide
f‘nancing assistance to public schools, privately owned non-profit
schools, colleges, hospitals and public care institutions, local
governments, multifamily housing and small commercial buildings for the
implementation of high front-end capital cost conservation improvements;
to provide tax incentives for such improvements in industrial and
commercial buildings; and to mandate conservation actions in the
multifamily housing sector where market forces are inadequate to trigger
voluntary actions.

Implementation of the new programs proposed in Draft SEMP IT is
projected to result in reduced end-use energy requirements equal to 47.6
TEBTU's by 1996. These conservation programs, when coupled with the

renewable resource measures called for in Draft SEMP II, would result in



a restriction on the use of unassisted electric resistance heating
except when no other alternative is cost-effective; and establishment of
appliance efficiency standards for equipment not now covered,

p rticularly refrigerators and freezers.

The Attorney General recommends the following additional
conservation programs: Scate-established building temperature
rescrictions similar to the Federal restrictions no longer in effect;
restrictions on the use of unassisted electric resistance heating in
residences; adoption of State appliance efficiency standards for all
appliances for which Federal standards were to have been established
under Fei:ral law; and expansion of HIECA to regquire post energy audit
visits.

In contrast to the call for additional conservation measures, the
Gas Group argues that the conservation program proposed by SEO in the
draft Plan goes oo far. Specifically, they object to the Energy Office
proposals which would expand FIEC\'s audit program to small commercial
buildings and expand HIECA's financing program to both multifamily and
small commercial buildings, unless such measures are financed through
tax revenues. They also strenuously object to the EPL proposals to
require utilities to compare the relative costs of customer-side
conservation investments with other supply investments, and to any
proposals which mandated utility involvement in customer conservation
activities, such as EPL's proposal to reguire utilities to provide
no-interest loans for low cost conservation meisures.

Finally, one party, Dr. Henry Hurwitz, conteris that Draft SEMP
1I's conservation plan fails to properly consider the potentially severe

impact on indoor air quality which would be brought sbout by the
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State's utilities to become more active purvevors of such technologies.
Examples of activities the utilities could undertake in furtherance of
the policy were provided in the draft Plan. During +he proceedings,
additional examples were suggested, principally by EPL* and New York
City, as described above. In addition, EPL suggested that a
comprehensive process be established to require the utilities to compare
the costs of utility investment in customer-side conservation with the
cost of investments which increase the supply of electricity or gas
through other means. As also noted above, the Gas Group opposed any
proposals which mandated their involvement in customer conservation

activities.

* In reviewing the record on this issue, we have carefully reviewed
Exhibit EPL-4 to the EPL testimony, which Hearing Officer Melia
determined was not relevant to this proceeding. We disagree. While we
do not endorse the specific findings reached in the Exhibit, we do
believe it reasonably suggests that the conservation potential
remaining to be tapped in the State is substantial.
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eliminate audit fees for one to four family residences. Many of these
recent changes are now being implemented by the PSC. We would prefer to
allow these changes to be integrated into the program before we endorse
th.is substantial expansion of HIECA. Nevertheless, we believe the
financing problems faced by the multifamily and small commercial sectors
are serious and require attention by the State.

In addition to the proposals for greater utility involvement in
encouraging conservation, there have been, as noted above, a number of
conservation proposals made by the other parties. A few parties have
called for the establishment of State appliance efficiency standards for
some »r all of the appliances for which Feieral standards were to have
been established under Federal law. While there may be some merit to
adopting standards for appliances not now covered by State law, we note
~hat the Federal government is currently considering the adoption of
such standards or other action, which could preempt any additional State
appliance efficiency standards as well as existing State standards. In
view of the pending Federal action, as well as the fact that no party
has demonstrated the desirability of New York adopting a standard with
respect to a particular appliance, we are reluctant to endorse this
proposal at this time.

Another proposal suggested by several parties is the establishment
of a statewide building temperature restriction similar to the former
Federal program. Although the Federal program did save energy, we
do not believe it represents the best approacﬁ to enerqgy conservation
since it re-enforces the notion that energy conservatisn means doing

without, rather than being more efficient. Morecver, we note that this

program was and would be a particularly difficult program to enforce.




Budgeting System (EMBS), employed in virtually all State owned and
operated buildings, which enables energv consumption to be tracked
regularly and energv inefficient buildings to be identified; the
participation of numerous State institutions in the Federal Schools and
Hospitals grant program, administered by the State Energy Office, which
has resulted in the awarding of Federal funds for energy conservation
studies and capital improvements; and the operation of lighting
conservation and boiler efficiency improvement programs by the Office of
General Services.

The Board believes, however, that the opportunities to conserve
energy and save money in State buildings remain very substantial, given
the vast size of the building stock, and that investment of State funds
in this area would be very cost-effective. We recommend, therefore,
that programs be developed, and necessary funding sought, to increase
the efficiency of energy use and reduce the use of petroleum in State
buildings. In particular, consideration should be given to increasing
the number of energy audits of State buildings, with particular emphasis
given to buildings which have the largest potential for energy
conservation. Ccnsideration should also be given to the potential for
cogenerating or using coal or wood in these buildingr.

The Board also believes that a related area worthy of action
pertains to locally owned, administered and operated buildings that the
State aids through financial operating assistance. Examples of such
buildings are public schools and community residences for the
developmentally disabled or problem youths. An examination of the
degree of energy conservation being achieved in such buildings should be
undertaken and appropriate programs should be developed to ensure that

conservation in these buildings is vigorously pursued.
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RENEWABLE RESOURCES

Draft SEMP Il projects an even greater role for renewable energy
technology and systems and for cogeneration in meeting State energy
needs than had been projected in SEMP I. Renewable resources and
cogeneration are now prcjected to produce 100 TBTU's of energy by the
end of the planning period compared with 75 TBTU's projected in SEMP I.
Passive solar is projected to increase seven-fold over the estimates
contained in SEMP I. These proiected increases are due in large part to
the effects of the various financial and regulatory programs adopted in
the past two years, most of which were recommended in SEMP I, and which
are just beginning to show results.

Draft SEMP II also projects increased contributions of renewable
resource technologies to the State's electricity supply over the next 15
years. A total of 1482 MW of additional electric capacity by 1996 is
expected from small hydro, resource recovary, cogeneration and wind
facilities; this is 263 MW higher than was forecast in SEMP I for 1994.

As with conservation, Draft SEMP II points out that a number of
financial, technical assistance, technological and regulatory problems
remain, and proposes a number of actions to address these problems.
Implementation of these additional actions is projected to reduce end-
use energy requirements by 18.55 TBTU's by 1996, and provide 1314 MW of
alternative electric generation capacity.

No party to the proceeding, with the exception of Con Edison,
proposes any significant modification either':o the role given to
renewable resources and cogeneration in Draft SEMP II, or to the

forecasts of energy expected to be produced from such facilities.
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New York's energy supply system, are generally benign in terms of
environmental impacts, and will create new job opportunities ‘n the
State instead of exporting the State's wealth to pay for conventional
fuel imports.

With respect to Con Edison's objection to the encouragement given
the use of oil and gas-fired cogeneration in the draft Plan, we believe
that such encouragement is appropriate. The record demonstrates that
the use of efficient oil-fired cogeneration facilities will save oil in
the downstate area at least through the remainder of this century and
that there are adequate environmental safeguards to ensure that all air
quality standards will be complied with. Moreover, we believe that
gas-fired cogeneration is a highly desirable use for gas since it is
efficient and would generally occur in facilities with low stacks,
thereby further contributing to an improvement in New York City's air
quality. Accordingly, we approve the renewable resources section of the
draft Plan.

We have also considered the forecasts of the contribution of
renewable resources as well as cogeneration to the State's energy
supplies contained in the draft Plan, which are set forth in Figures 6
and 7, and find them to be reascnable. We do not believe that the
record supports the adoption of the higher small hydro capacity figure
suggested by New York City. We, therefore, approve the forecasts set

forth in Figures 6 and 7.
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NATURAL GAS

Draft SEMP II states that there continue to be sound economic,
environmental and energy security advantages associated with the use of
natural gas as ar alternative to imported petroleum. The draft Plan
endorses the improved use of natural gas in all sectors as one of the
strateqgies for reducing reliance upon foreign oil.

Despite Draft SEMP II's endorsement of natural gas, the draft Plan
does not project any overall net growth in natural gas use in the
State's energy mix over the forecast period. While substantial numbers
of new customers are expected to be attached, future conservation
actions among all gas customers, responding to the substantial price
increases which are projected, should more than offset the increased gas
use from these new customers. As previously noted, Draft SEMP II
projects demand for natural gas to decrease over the forecast period at
an average annual rate of 0.6 percent.

Draft SEMP II also projects that natural gas supplies will exceed
forecasted end-use demand over the planning period. Nonetheless,
because of the substantial uncertainties involved in projecting future
gas demands and obtaining gas supplies beyond those under contract, and
because of the substantial advantages associated with natural gas use
(such as to meet the current backlog of applications by large users for
natural gas in the Con Edison service territory or tc use as part of an
air guality strategy associated with coal conversion), Draft SEMP II
reaffirms the acquisition and end-user pricinq‘policies approved by the
Board in SEMP I. Briefly, the gas acguisition policy was designed to
encourage the purchase by the State's distribution companies of

additional aconomic supplies of natural gas. The pricing policy was



wdl B

companies; a freeze in real property taxes applicable to moveable
machinery and equipment; a reduction in assessed value of gas pipeline
equipment to the values used for purposes of ratemaking; an increase in
the current excess dividends tax exclusion from the current 4 percent of
paid-in capital to 14 percent; and, €inally, removal of all remaining
local sales taxes on residential energy use. The Erergy Association
shares NYGAS's call for tax relief, urging any or all of the following:
a cap on the gross receipts taxes paid by electric, gas and steam
companies; replacing the gross receipts tax with a 10 percent corporate
income tax; and reclassification of the gross receipts taxes as sales
taxes. Both NYGAS and the Energy Association emphasize that such tax
relief is necessary to promote the State's economy and reduze the burden
~€ such taxes on the State's energy consumers, particularly tlie elderly
and poor. They note that the taxes paid by the State's utilities are
higher than those paid by other corporations in the State, and higher
than taxes paid by utilities elsewhere.

With respect to the SEMP II proposal that the PSC allocate gas
supplies which are available after priority attachments to those
customers and facilities which will use the gas in the most efficient
manner (i.e. cogeneration facilities), the Gas Group, Con Edison and the
Department of Public Service raised objections. The Gas Group argues
that this proposal would be difficult to administer and unfair to
prospective gas customers, and called for continuation of PSC's current
first-come first-served policy. Con Edison objects to this propnsal as
part of its general opposition to Draft SEMP II's encouragement of gas
cogeneration in New York City. Finally, the DPS argues that the

assignment cf gas should not be based solelv on enercy efficiency; they
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FIGURE 8

PROJECTED TOTAL NEW YORK STATE
NATURAL GAS SUPPLIES 1981-1996

(BCF/YR)
1981 1986 1991 1996
664.4 677.7 673.0 684.6

In addition, because of the importance of obtaining additional
natural gas supplies and the advantages associated with its use, we
reaffirm the following natural gas acquisition and pricing policies
approved by the Boara in its Opinion and Order for SEMP I.

Natural gas supplies should be acquired:

(1) whenever they can be delivered to New York markets at a price

that will be equal to or less than the delivered price of

imported oil; or

(2) whenever it is demonstrated that acquisitions are in the public
interest.

Natural gas should be priced to consumers in a manner that will:

(1) encourage New York consumers to rely on natural gas instead of
oil in markets where use of gas is an economic alternative to
imported oil;

(2) encourage efficient use of gas by all consumers; and

(3) advance the policies and objectives of this plan.

While we recognize that there is considerable uncertainty

surrounding the future price of natural gas upon decontrol of new
natural gas supplies in 1985, we pelieve that the draft Plan's forecasts

5
of changes in natural gas prices over the 15 year planning period (see

Figure 5) are reascnable, and they are adopted.
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A reduction in taxes paid by utilities may indeed be desirable:;
however, such a change in policy, which would necessitate a
corresponding increase in other taxes, is beyond the purview of the
Board. We believe the State should re-examine whether the current

taxing policy regarding the State's utilities should continue.
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SEMF I also called for the conversion of 21 oil-fired power plants
(approximately 6000 MW) to coal, consistent with all environmental
requirements. After acknowledging the slow progress being made with
coal conversions, Draft SEMP II recommends that the coal conversicn
program be divided into two phases in recognition cf the more
substantial economic, technical and environmental issues surrounding
certain of the conversion candidates. Phase I, on which the State's
efforts should be focused, consists of 15 units totalling 3549 MW (sze
Figure 9 for a listing of those units). Phase II consists o. six units
totaling 2044 MW (Northport Units 1-4, Ravenswood Units 1 & 2). The
disappointing progress with coal conversions stems, according to Draft
SEMP 1I, from regulatory uncertainty, particularly over the need for
scrubbers at particular units, utility company concern over the economic
risk involved in coal conversions, and, for certain utilities, financing
problems.

The cumulative environmental impacts associated with this coal
conversion program -- a major concern of the Board in the SEMP I
proceeding -- have been examined in two major studies prepared
separately by DOE and ERDA (with the assistance of SEO and DEC). These
studies conclude that converting approximately 6000 MW of oil-fired
capacity to coal and constructing five new ccal-fired plants, as
proposed in SEMP I, would not cause significant adverse environmental
effects, rrovided that appropriate mitigation measures and coordinated
planning take place as required. It may be no;ed that implementation of
SEMP II should result in a smaller increase in environmental impacts
than projected in SEMP I and considered in these studies because of the

fewer number of central station coal plants recommended to be
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possesses “high quality" fisheries. At the cutset, we note that SEO and
PASNY correctly assert that there currently is nc standard regarding
what constitutes a "high gquality" fishery resource, and no clear
definition has been provided by any party.

While the Board recognizes that the potential effects of a pumped
storage hydroelectric facility on fisheries and other aguatic resources
are significant, these effects must be balanced with the need for this
type of facility and the benefits to the consumers cf the State. Our
review of the record convinces us that many c¢f the adverse impacts of
pumped storage facilities ca: be mitigated, and that pumped storage
facilities do not necessarily lead to unacceptable adverse impact on the
environment. Many pumped storage facilities presently operate in the
United States without apparent unacceptable adverse environmental
impact.

The relative impact on aguatic populations from a particular
project can only be evaluated on a site-specific basis. Such site-
specific review is, of course, required under Federal law. This Federal
review, coupled with any site-specific State review, is suffic.ent to
assure the environmental compatibility of any propcsed pumped storage
hydroelectric facility.

The Board is also reluctant to modify the electricity s.pply plan
insofar as it includes the Nine Mile Point II power plant, which is
currently under construction. We find nothing in the record which
demonstrates that completion of this facility will not be desirable.
Moreover, we note that the PSC, which recently completed a detailed
review of the financial and eccnomic implications of completing
construction of this facility, concluded that the plant should be

ccmpleted.
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areas, or any health impact. To this end, EDF recommends that coal

conversions proceed only as long as they do not cause any net increase
in sulfur loadirg to the atrosphere. The Adirondack Park Agency joins
in this recommendation, insofar as it applies to the Adirondack Park.
The Attorney General not only joins in this recommendation, but argues

that any increases in SO, emissions, even if _.ney did not result in any

2
violation of air guality standards, would nevertheless violate SEQR and
the Federal Clean Air Act, as well as jeopardize the State's lawsuits
against Ohio and other midwestern states.

SECU :nd Oranse & Rockland Utilities (O&R) oppose the adoption of
what in essence amounts to a cap on statewide SO2 emissions for coal
conversions. They arguz that imposing such limits on 362 emissions,
beyond what is necessary %o comply wit' already stringent air quality
standards, must be balanced against the costs of implémentinq such
limitations, as well as other considerations. As noted by O&R, EDF has
not addressed what the.r proposal would cost to implement. O&R further
netes that SEMP I concluded (as did DEC) that prevailing winds would
carry most downstate power plant emissions over the ocean, and not over
sensitive areas such as the Adirondack Park.

Discussion

We believe that phasing the coal conversions, as recommended in the
draft Plan, is a reasonable way to proceed to accomplish our coal
conversion objectives. It will properly focus the Stzte's resources on
those plants which have the greatest likelihoad of being converted in
the near future. Althougn we agree that the State should focus its
attention on the conversion candidates included in Phase I, we

nevertheless believe that the units included in Phase II should also be
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conversions and new coal plant co;struction included in the updated plan
is likely to be very small in comparison to the enormous quantity of
sulfur emitted by facilities in the midwestern states. Finally, the
sulfur proposal ignores the fact that most of the projected sulfur
emissions from the coal conversions would be deposited intc the Atlantic
Ocean, thus having only a slight impact on land forms. These findings
are also supported by ths Federal Department of Energy in its recently
issued Draft Northeast Regional Environmental Impact Statement on the
Potential Conversion of Forty-two Power Plants from Oil to Coal or
Alternative Fuels, dated October, 1981.

Other Matters

Financing

Draft SEMP II identified the need for new financing measures to
enable utilities to raise capital necessary to construct the facilities
inecluded in the Draft SEMP II electricity supply plan. The draft Plan
identified a number of proposals which had been advanced %o enhance the
utilities' financing capabilities, such as tax normalization, inclusion
of CWIP in rate base, and adoption of a policy of accelerated recovery
of coal conversion construction costs out of the anticipated fuel
savings. Draft SEMP II further noted two ongoing PSC proceedings to
consider these financing measures and urged their expeditious
completion.

The Attorney General and CPB argue that additional £inancing
measures are unnecessary and inappropriate. The Gas Group and Power
Pool urge adoption of such measures. EDF notes that any financial
incentives for cocal conversion should be applied equally to other
approaches to reduce oil consumption including utility investments in

congervation, cogeneration and renewables.
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non-firm surplus energy to be imported into the State during the period
1984-1987 and for greater amounts of such energy during the period
1988-1996 than had been previously igree to by PASNY and Hydro=-Quebec
and which had been incorporated into Draft SEMP II.*

As a result of this recent agreement, the projections cf total
imports of Canadian hydroelectricity contained in the Draft SEMP II
electricity supply plan should be revised as follows: for the period
1984-1987 to 12.5 billion Xwh per year from the 14.8 billion Kwh figure;
for the year 1988 to 14.5 billion Kwh from the 14.8 billion Kwh figure;
and for the period 1989-1996 to 14.5 billion Kwh per year from the 8.5
billion Kwh figure.

Adirondack Park

APA, supported by a number of other parties, urges the Board to
reaffirm its SEMP I policies that: the areas protected by Article XIV of
the State Constitution and the State Wila, Scenic and Recreational
Rivers System Act will not be used for construction of hydro proiects;
with respect to the State's wood resources, in accordance with Article
XIV of the State Constitution, the State's Forest Preserve will not be
used or encroached upon in any way; any increased harvest of wood on
private lands will be in accordance with sound timber practices and in
full compliance with all applicable environmental laws; and that no
transmission line importing power shall travers: the Adirondack Park in
violation of Article XIV, or any other applicable environmental laws, or
in such manner as will cause degradation to :;e envirormental quality

and open space characteristics of the Park. No party oproses APA's

req .st, and we hereby reaffirm these polizies.

"Under the terms of the agreement, PASNY expects to import up to 7
billion Xwh per year of non-firm electric energy for the period
1984-1987 and up to 9 billion Kwh per year for the period 1988-1997.



COAL

Draft SEMP II calls for the State to maintain its commitment to
increased use of coal in all sectors. Coal can provide a reliable and
secure source of supply and is expected to maintain its competitive cost
advantage over oil during the forecast periocd. Demand for coal in the
State by all sectors, however, is expected to decrease by 5.3 million
tons by the end of the forecast period compared to projections of coal
demand in SEMP I. This reduced demand principally reflects the
elimination of two new coal-fireé power plants from the SEMP I
electricity supply plan.

Draft SEMP II acknowledges that little progress has been made in
accelerating the use of cocal in the State. Several recommendations are
included in the draft Plan to address this problem, including new
financing mechanisms for coal conversions (since adopted by the PSC),
revision of the Federal Clean Air Act in the manner suggested by the
Governor's Clean Air Act Task Force, and federal tax incentives to
stimulate industrial use of coal.

Most of the issues raised by the parties concerning the use of coal
in the State were addressed in the electricity section. Two additional
matters were raised by one party, EDF, who argues that the Board should
reject two of the Draft SEMP II recommendations. EDF objects to the
recommendation for the establishment of a five member Coal Conversion
Bcard within DEC which would be authorized to override local crdinances
found to be unreasonably restrictive, claiming that utility rate and air
gquality impacts of conversions are primarily matters of local concerr.
EDF also cpposes the Draft SEMP II endorsement of the Governor's Clean

Air Act Task Force recommendation that PSD reguirements be eliminated in
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and the chairman of the Public Service Commission; their recommendations
clearly reflect a consensus that such modifications would further the
interests of New York. We note further that the National Commission on

Air Quality, in its March, 1981 Report, To Breathe Clean Air, found  hat

the PSD program did not influence interregional economi: development.
We, therefore, disagree with EDF's suggestions that the sunbelt states
will benefit from these proposals at the expense of development in New

York.
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PETROLEUM
Draft SEMP II, as did SEMP I, emphasizes the need for the Federal
anéd State governments to pursue policies aimed at reducing our
dependence on petroleum, particularly foreign petroleum. Although the
State has made considerable progress in the past two years in reducing
its consumption of oil, the State remains vulnerable to petroleum supply
disruptions and price increases to a significant extent.

Draft SEMP II recognizes, however, that New York State can do
lit+le on its own to improve its oil supply situation, although it can
and is doing much to reduce demand for petroleum. Draft SEMP II
proposes a number of actions designed to further reduce our demand for
imported petroleum, including increased conservation, use of renewables
and cogeneration, coal and natural gas use, and Canadian hydroelectric
and natural gas imports. These recommendations, if fully implemented,
are projected to reduce the State's dependence cn imported petroleum to
12 percent of total energy supplies by 1996. The draft Plan also calls
for further actions by the Federal government to improve the security of
petroleum supplies, including continuing and expanding Federal synfuels
activities, accelerating filling of the Strategic Petroleum Reserve,
encouraginy a shift to Western Hemisphere sources of supply for imports,
and providing uniform tax incentives for construction of petroleum
storage facilities to replace aging outdated facilities and increase
storage capacity.

No party objects to either the need to reduce our reliance on

petroleum or the approach taken to achieve this objective.
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TRANSPORTATICON

Draft SEMP II comprehensively examined the ability of the State to
take action to reduce the consumption of petroleum products in the
transportation sector, consistent with the Board's recommendation in
SEMP I that it undertake this detailed analysis. The draft plan notes
that nearly one-half of all petroleum products consumed in the State are
consumed in the transportation sector.

The draft Plan concluded that, unlike other sectors which rely
heavily on petroleum and for which a number of State actions were
proposed to reduce its use significantly, the State, acting alone, is
quite limited in its ability to substantially reduce consumption in the
transportation sector. Indeed, the draft Plan notes that the most
pressing concern for the State may be maintaining the relatively high
efficiency of the existing transportation system.

Draft SEMP II urges the State to resist proposed Federal cutbacks
in assistance for mass transit, railroad and highway systems, since suci
cutbacks would cause a shift of riders to automobiles. In addition, the
draft Plan proposes a number of limited State actions to improve
conservation and energy efficiency in this sector, including proposals
to establish tax incentives to stimulate vanpooling and ridesharing,
encourage expansion of park and ride activities in the State, and
establish a surcharge on all speeding citations for violation of the 55
mph speed limit.

The only party tc respond to this section Ef the Plan was New York
City which generally supports SEO's recommendations. New York City also

urces that additional funds be made available for street repair, to
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RISING ENERGY COSTS AND LOW INCOME HOUSEHOLDS

The draft Plan continues to endorse the SEMP I policy that no
person should be without adeguate heat or should be forced to forego
conservation improvements by reason of inability to pay. A commitment
to public health and safety requires no less.

To combat the dramatic increases in residential energy costs which
have occurred since the adoption of SEMP I, and which are expected to
continue to rise in real terms over the 15 year planning period, the
State must continue to support inciz2ased funding for Federal energy
assistance programs and more flexibility in the use of avaiiable funds.
Specifically, the draft Plan calls for funding the HEAP program at a
level higher than the $1.82 billion authorized during 1980-81. New
York's share of these Federal funds was sufficient to provide limited
assistance to less than half of the eligible households in the State.
Draft SEMP II also calls for continuation of the weatherizaticn program,
with a shift in emphasis to urban buildings.

Recently, the Federal government authorized funding for the HEAP
program of $1.88 billion. New York State's share of the program will
amount to $237 million. Under the 1982 authorization, up to 15 percent
of this amount may be spent by a state for energy conservation purposes.
SEO is currently working with other state agencies to develop a plan for
the use of some of this HEAP money for conservation purposes. We
endorse this approach because it provides continuing savings for the
recipient.

Three parties commented on this section of the draft Plan., The Gas
Group notes the need for increased assistance to low and fixed income

households, but urges that any additional assistance come from state
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taxpayers and not utility ratepayers. In particular, they call for some
form of direct payment to utilities in order to reduce the growing
burden which uncollectible accounts currently place on customers who pay
their bills. One possible program suggested by NYGAS is the use of
vouchers or coupons.

NYGAS, joined by the Energy Association, alsc endorses a recent
legislative proposal to credit against the utilities' gross receipt tax
payment, amounts expended for the benefit of low and fixed income
customers. Under this proposal, the utilities would reduce the energy
bills of SSI recepients (the low income elderly, blind and disabled) by
25 percent.

Finally, the Attorney General supports the draft Plan's call for
increased Federal funding, but claims that such funding is insufficient
and that additional state actions are necessary to "insure that all
families can afford basic energy and energy conservation services.”
Discussion

No group in the State has been more adversely affected by the
enormous run-up in energy costs over the past few years than low income
households. Not only do they have less money to spend, but they are
also likely to live in old, energy-inefficient, oil heated dwellings,
particularly multifamily dwellings. As noted in the draft Plan, the
elderly }ivinq on relatively fixed incomes are particularly hard hit,
since they are likely to need additional heat or lighting because of
poor health and declining perceptual abilities:

While a number of helpful actions have been taken by government

over the past few years to alleviate energy burdens on low income and

elderly households, this section of the draft Plan properly emphasizes




CONTINGENCY PLANNING

The State has always had a strong need to maintain a standby
emergency preparedness program because of its exceptional vulnerability
to supply disruption. As noted in Draft SEMP II, this need has become
even stronger because of the Reagan Administration's withdrawal from an
active role in emergency planning. If an emergency occurs, the burden
of responding to it will fall almost entirely upon the State.

Tc meet this responsibility, the draft Plan proposes a series of
State actions to continue and increase its own contingency planning and
emergency preparedness efforts, including a continuous petroleum supply
and price monitoring program and up-to-date standby electronic data
processing capability; a periodic review and update of the State Energy
Emergency Plan, addressing all forms of energy emergencies; standby
transportation fuel emergency measures, such as minimum purchase and
odd/even; and a standby State fuel set-aside program.

The draft Plan also notes, however, that State actions will not be
sufficient. DN-aft SEMP II, therefore, calls for a variety of Federal
actions, including «<ontinuation of Federal energy data collection
programs; continuation of the Emergency Energy Conservation Act program
with adeguate funding; accelerated filling of the Strategic Petroleum
Reserve with public monies and the establishment of the regional
petroleum reserves required by statute; and authorization of a Federal
standby petroleum price and allocation program to replace the Emergency
Petroleum Allocation Act which recently expired.

No party cormmented on this section of the draft Plan.
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Discussion

The Board has reviewed the record concerning this issue and finds
that the need for a strong standby emergency preparedness program for
the State is compelling. The recommended actions are reasonable steps
which must be taken to assure that the State can respond to any future
supply disruptions, and they are endorsed by the Board.

The draft Plan also correctly emphasizes the serious policy mistake
made by the Reagan Administration in eliminating a strong Federal role
in emergency planning. The Administration's reliance upon market forces
as the primary response to all but the most severe energy emergencies
will not be sufficient to address the economic, social and public health
and safety dislocations likely to occur during any crisis, for several
reasons. First, the national security and economic ramifications of a
major disruption of the supply of imported oil would be so far-ranging
in impact as to require a coordinated Federal response including, if
necessary, allocation of limited supplies to assure the continuation of
vital services and functions. Second, without Federal monitoring of
critical energy supply data, information essential for a readjustment
during an emergency would not be available. Finally, notions of basic
equity require that government assure that the burden of any disruption
be shared in a manner that is generally acknowledged %o be fair and
equitable.

Unfortunately, the President has recently vetoed legislation which
would have restored, to a limited extent, thg President's power to
allocate crude oil and to set prices durinc a major oil shortage.

Congress, regrettably, did not override the President's veto.
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FINDINGS AND DETERMINATIONS

THE ENERGY PLANNING BOARD FINDS AND DETERMINES:

1.

The broad State energy pclicy objectives set forth in Energy
Law Section 3-101 were refined in the first State Energy Master
Plan and have been refined further during the course of the
current planning process into a set of specific energy
policies, as required by Energy Law Section 5-110(b) (4). These
energy policies, approved herein, are the major themes from
which the recommendations for legislative and administrative
actions also approved herein flow. Together, these approved
policies and legislative and administrative actions provide
clear direction to State efforts to fashion its energy future.
Construction of the new electric generating capacity set forth
in Figure 9 in this Opinion will assure that adequate reserve
margins are met, and will allow existing oil-fired facilities
to be operated less frequently.

Conversion to coal of the existing oil-fired electric
generating facilities set forth in Figure 9 in this Opinion
will substantially reduce oil consumption in the electric
utility sector, may well result in substantial savings to
ratepayers, and appears to be achievable with capital
investments substantially less than such investments for new
generating capacity.

The requirements of 6 NYCRR Part 617, State Environmental
Quality Review, have in all respects been met and the Final

Environmental Impact Statement provides an adegquate basis to

permit the Board to make the following findings:
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8. 1Individual electric utility and PASNY energy sales and peak
demand are likely to increase over the next 15 years at the
rates set forth in Figures 3 and 4, respectively, herein.

9. Real prices for electricity are likely to increase at an
average rate of 0.4 percent per year, on a statewide basis,
over the next 15 vears.

10. Statewide natural gas demand is likely to decrease at an
average rate of 0.6 percent per year over the next 15 y=ars.
Supply should be adequate to meet this projected demand.

11. Real prices for natural gas are likely to increase at an
average rate of 5.2 percent per year, on a statewide basis,
over the next 15 years.

ORDER
THE ENERGY PLANNING BCARD ORDERS:

1. The 1981 Draft State Energy Master Plan and Long-Range Electric
and Gas Report, as modified herein, is approved.

2. The State Energy Office is directed to adopt and issue a final
State Energy Master Plan and Long-Range Electric and Gas
Repcrt, in conformance with this Opinion and Order.

1. Unless otherwise determined herein, all pending moticns are

denied.
BY THE ENERCY PLANNING BOARD,
-/7 - -
Y.
(SIGNED) “  JAMES L. LAROCCA

CHAIRMAN
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APPENDIX A

LIST OF ACTIVE PARTIES

Adirondack Park Agency

Consolidated Edison Company of New York, Inc.

Energy Association of New York State
Environmental Defense Fund
Environmental Planning Lobby

Henry Hurwitz, Jr.

Multiple Intervenors

New York City Energy Office

New York Gas Group

New York Power Pool

New York State Consumer Protection Board

New York State Department of Euvironmental

Conservation

New York State Department of Law

New York State Department of Public Service

New York State Energy Office
Orange & Rockland Utilities, Inc.

Port Authority of New York and
New Jersey

Power Authority of the State of
New York

Rochester Gas & Electric Corporation



STATE OF NE' YORK

ENERGY PLANNING BOARD

State Energy Master P.anning and Long-Range Electric and Gas System
Planning Proceeding

ROBERT F. FLACKE, Commissioner, Department of Environmental
Conservation, concurring in part and dissenting in part:

I am in basic accord with the Opinion and Order of the Energy
Planning Board with, however, two substantive reservations which I feel
comp2lled to comment upon.

First, I believe that the Board shculd explicitly state that the
State Energy Master Plan (SEMP), as a planning document, is not intended
+o function as a substitute for site-specific assessments of individual
projects. Although other members of the Board may believe that this
caveat to the SEMP is sufficiently implicit in our function as a
planning body as to be unworthy of comment, I believe that clarification
of this point is necessary. Experience shcws tha*, in some instances,
SEMP I was mistakenly perceived as a "mandate"” intended to supersede
applicable laws and regulations. To overcome this misconception, the
Board should emphasize that inclusion of a project in the SEMP in no way
serves to supersede or alter environmental, health and other applicable
laws anq requlations. This interpretation was clearly intended by the

Legislature which created the SEMP process for the purpose of providing

.
"a framework for energy related decisions made throughout the state"”

(Energy Law $5-110; emphasis added]. Case-by-case reviews become

especially critical in light of the broad-brush approach to




