What is Driving New York City’s Electricity Demand?

Electricity OUTLOOK:
Powering New York City’s Economic Future

Overview

New York City will need between 6,000 to 7,000 megawatts (MW) of new
electricity resources over the next twenty years to satisfy the demands of the
ive residential and i proposed Citywide,

and to support continued economic growth and increasing population. New
York City will not be able to assure its competitive position and achieve
projected growth without new electric generation capacity, transmission and
distributed resources. A robust and reliable energy infrastructure is essential
for the future economic well being of the City.

Acritical threshold looms for the years 2010-2015, when projected
electric capacity requirements for New York City and Long Island could fall
“substantially below” the Statewide criteria, according to the December 2005
report of the New York Independent System Operator (NYISO).

Because it can take three-to-five years to permit and build a new power
plant, to assure that sufficient power is available for 2010-2015:

= financing issues must be resolved to allow construction of two
already approved projects that could provide over 1,000 MW of power;

= Construction of new power plants, transmission lines and distribution
infrastructure must begin as soon as possible;

= Energy efficiency investments must be increased:

= Planned retirement of older plants may have to be delayed.

If New York City is to accommodate the multiple new office, commercial
and residential projects now planned or proposed throughout the five
boroughs, and have sufficient power for the increased levels of employment
and population forecast for the City over the next twenty years, new electric
resources, together with new infrastructure to carry and distribute that
electricity within the City, will be needed between now and 2025.
Investments like these, in energy-efficient buildings and improved
technologies for power plants, will also improve the City's air quality.

Energy-efficiency measures can help mitigate the total need, and will be
necessary to help meet the immediate capacity requirements of 2010-2015.
But additional generation and transmission facilities also will be needed to
‘meet most of New York City's long-term electricity needs. The bulk of these
facilities must be located ‘In-City’; within or nearby the five boroughs.

New York State’s Article X licensing process expired in December 2002.

New York State must urgently pass new — or reinstate previous— approval
mechanisms for additional generating facilities so that power can be
available when needed and the City's expected growth can be supported.
‘The exceptionally high electricity usage during the summer of 2005 one of the
hottest summers on record— underscores the impact of strong increases in
demand by the City’s businesses and residents. On July 27, peak demand in New

Major commercial, residential and public building projects.
Growing employment and population levels.

Increased use of modern appliances by residents and businesses.
The need to replace aging and/or inefficient generating plants.
Extra capacity required for market stability.

York City reached 11,304 MW, an all time high, and in August more
electricity was used than in any previous single month.! This sharp
increase in demand, coupled with the electric supply needed to assure
system reliability, caused summer 2005 electricity prices to increase
significantly above those in the summer months of 2004 (see Chart).
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Growth Demands Power

New York City's economy is recovering strongly from the recession that
began in early 2001, and from the destruction and disruption of the
World Trade Center attacks on September 11, 2001.

= New economic development is occurring in all five boroughs.
The commercial, residential, and public construction projects
planned or proposed throughout the City in the next few years
will require substantial additional electricity as well as the
infrastructure necessary to produce and deliver that electricity.
A significant increase in population and jobs is projected for
the next two decades. This population growth will require
additional electricity to meet the needs of new households and
the air conditioners, computers and other modern appliances
that accompany them.

Major New Projects Require Significant Additional Electricity Capacity

The sizeable number of major new projects and developments that are
underway, planned or proposed throughout all five boroughs exemplify
the favorable outlook for growth in the City.

The rebuilding of the World Trade Center site is underway: construction of
the #7 office tower is nearly complete, construction of the permanent PATH
Station and the nearby Fulton Transit Center has begun, and groundwork
is expected to start soon on the Freedom Tower.

1“Con Edison Reports Record Power Use Over One Of the Hottest Summers Ever”, press release
from Con Edison Media Relations, Sept.4, 2005.
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Other major projects proposed or planned throughout the City include:
u A substantial volume of new housing for all five boroughs
by both the private and public sectors;

Office development of at least 44 million square feet to be
completed by 2025;

Major public capital projects, and new developments and
expansions by universities and hospitals in the City;

Construction of 90 new schools throughout the five boroughs from
2005-2009, at a cost of more than $4.6 billion, as part of the New
York City School Construction Authortty’s (SCA) capital plans, and SCA
renovations and expansions expected to cost twice that amount.

These projects will transform major districts throughout the City and add
substantial new capacity for office, residential and commercial space,
public facilities and transportation. All will require significant new electricity
resources. The proposed Hudson Yards project alone is estimated to require
200 MW of electricity at the level of development assumed by 2025."

It is expected that 6,000 to 7,000 MW of additional electric resources will be
needed in New York City between now and 2025. This new capacity is required to
accommodate growth, for replacement of existing power plants that will reach
their useful age limitation during this time, and for stability of electricity prices.
Robust Growth Expected by 2025

Total jobs in New York City are expected to increase from 4.15 million in 2002 to
4.46 million in 2010, a gain of 315,000, or 7.6 percent. By 2025, total employment
levels are forecast to reach 5.03 million, for a total gain of 887,300 jobs, a 21
percent increase over 2002.
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Total employment includes wage and salary workers, the self-employed, and sole proprtors.
Source: Urbanomics, for the New York Metropolitan Transpartation Council(NYMTC), September 2004.
The latest projections also suggest that New York City's population could increase
from the estimated level of 8,072,000 in 2002 to 8.4 million by 2010, a gain of over

400,000, and reach 9,352,500 by 2025 for a total gain of 1.28 million or 16 percent.

Population gains are expected to be largest in Queens, which is forecast to
increase by 527,000 residents between 2000 and 2025, followed by 300,000
in Brooklyn, and 150,000 in Manhattan.

This population growth will require significant electricity resources to supply
new households and the appliances they use.

The rate of electricity usage by households and offices has intensified in recent
years, largely due to the increased use of air conditioning, computer equipment,
and peripherals. Since 1990, this intensified usage has contributed to an
annual increase in electricity demand averaging almost 1.5 percent per

“Ful development of Hudson Yards is expected to extend beyond 2025.

year. This trend is expected to continue throughout the forecast period, even
as more efficient appliances and office equipment are used.

The planned projects, together with expectations for growth in employment
and population, will require between 2,400 to 3,000 additional MW of

new electric capacity in or directly connected to the City by 2025, just to
accommodate peak load demand.
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‘Source: Urbanomics, for the New York Metropolitan Transportation Council (NYMTC), September 2004.

Plant Replacement

New generation facilities are needed to replace New York City's aging power plants.
0f the existing New York City electric generating capacity, plants producing the
equivalent of 3,500 MW will be 60 years old or more in the next twenty years.
Plants producing about 6,000 MW will be 45 years old or older by 2025.

It is assumed that approximately 3,000 MW of this aging generation capacity
will have to be replaced by 2025. The newer facilities will be more energy
efficient and feature better and cleaner technology, thereby providing
important environmental benefits to the City.

Market Stahility

To help avoid wide swings in the price of electricity in the newly deregulated
electricity market, an estimated additional 1,000 MW of new electric capacity is
needed by 2025.

For New York City to realize the expected growth in demand, there must be plan-
ning and approval mechanisms in place to assure that electricity and other
energy resources are available.

Because the existing transmission system limits the amount of power that can be
imported into the City, New York City is considered to be a ‘load pocket’. Consequently,
the New York State Reliability Council (NYSRC) requires that 80 percent of peak load
demand must be provided by electric capacity located within the five boroughs of
New York City, or directly connected to the City's electric distribution system.
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Power Required for Planned New York City Development Projects

Map of 5 Boroughs with Major Projects by 2025
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A Long-Term Deficit Looms, As Do Potential Shortages in 2010-2015
While some new generating capacity has been built or is under construction
since the New York Building Congress and other City-based business and labor
groups first brought attention to this issue in 2001°, the long-term problem of
needed supply and demand-side management remains.

The 2001 report, Electricity Outlook: A Matter of Urgency,
demonstrated a need for 2,000-3,000 MW of new electricity
resources by 2006. Since then:

w775 MW of new generation capacity has been completed or

will be in place by year-end 2005, with an additional 1,000 MW
expected by 2006 for a total of 1,775 MW.

Peak-load demand in New York City has grown from 10,500
MW in 2001 to 11,304 MW in July 2005.

The 500 MW goal for energy efficiency and other distributed
resources has not been realized.

The New York State Article X power plant approval process has
expired and no agreement has been reached on legislation that
would reauthorize or replace this important streamlining
mechanism that is necessary for the approval of new power
plants and the repowering of existing plants.

By year-end 2005, 125 (net) MW were added with the completion of Con
Edison’s East River Repowering project. In 2006, an additional 1,000 MW are
expected from the completion of the New York Power Authority’s (NYPA) 500 MW
Poletti Plant and the 500 MW SCS plant in Astoria. The latter project is going
forward due, in part, to a 10-year power purchasing contract with Con Edison.
These projects received approval prior to the expiration in December 2002

of the Article X licensing process.

Two other projects in New York City with full approval are currently on hold:
Reliant's 562 (net) MW Phase | and Il Repowering Project in Astoria, and the
500 MW of SCS Phase Il Astoria Energy Project.

Most urgent is the immediate problem of a potential shortage in projected
capacity reliability by the years 2010-2015.

In its December 21, 2005 Reliability Needs Assessment report, the New York
Independent System Operator (NYISO) stated that, beginning in 2008,

“the Lower Hudson Valley and south will need system reinforcements equivalent
to 500 MW of capacity, which could consist of transmission reinforcements,
additional generation, demand side management, or a combination of the
three...the Hudson Valley, New York City and Long Island will need 1,250 MW
of electricity capacity by the end of 2010 and 2,250 MW by 2015.” '

The years between 2005 and 2009 are expected to see substantial new
developments in office, residential and infrastructure construction throughout
the five boroughs.

Without the assurance of new electricity capacity in the construction pipeline,
the start dates of many of the proposed projects could be jeopardized.

Meeting the Short-Term Deficit:
Assuring Sufficient Electricity Resources by 2010-2015

The New York Power Authority (NYPA) issued a Request for Proposal (RFP)
in mid-March 2005 seeking 500 MW of In-City electricity capacity by

2008, from either generation or transmission, to serve its New York City
government customers.

This amount, together with up to 675 MW from a distributed resources program

planned by Con Edison and the New York State Energy Research and
Development Authority (NYSERDA), could help forestall the impending problems

that begin in 2008.

With the long lead time needed for approval, planning and construction
of new generation, transmission and distribution projects, the opportunity for

planning and constructing these new facilities is rapidly narrowing.

What is Needed to Meet the City's Electricity Needs?

Additional electric generating capacity

Additional electric transmission and distribution infrastructure
Additional demand-side management programs: energy efficiency,
clean on-site generation, peak load management, and high
performance building design.

Major Projects Also Require:

Electric Cables Water

Gas and Steam Mains ~ Sewer
Substantial investment will be required over the next twenty years to provide the

for major projects and for housing and )
throughout the five boroughs.

Who Can Solve the Problem?

Both the public and private sectors share the responsibility of ensuring that
New Yorkers continue to have adequate power. To do so requires:

Aggressively promating the construction of new power plants, transmission
and distribution facilities and additional natural gas pipeline capacity: and

maintaining and strengthening energy efficiency programs in both the public
and private sectors, investing in small, clean distributed generation
technologies, and exploring options for renewable energy such as wind
and solar power.

While the New York City Mayor and City Council have no direct legislative role in or
control over the process of generating or providing electricity, including the matter
of local plant siting, the ultimate imperative— if not the authority— of assuring
that New York City has sufficient power for its residents and businesses will be
borne by the City government.

The Comprehensive Reliability Planning Process released by NYISO in December
2005, and the System Reliability Assurance Study released by Con Edison on
December 30, 2005, have identified the long-term electric infrastructure needs of
the New York City area to ensure system reliability through the year 2015. These new
studies underscore the urgent need for New York's Govemor and Legislature to enact
the laws and regulations to facilitate the siting, placement, approval, and financing
of environmentally sound, efficient power plants, and ensure that they are built in a
timely fashion so that needed electricity supply is available.

New York City businesses, residents and government need to know that the
mechanisms to provide this vital electric capacity are in place.

%A Matter of Urgency: New York Citys Electric Supply Needs, New York Building Congress etl.2001.
N g Process (CRPP), A YISO, December 21, 2005.
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