James A. Lahtinen
Vice President
Rates and Regulatory Economics

April 17, 2009

Honorable Jaclyn A. Brilling

Secretary

New York State Public Service Commission
Three Empire State Plaza

Albany, NY 12223-1350

Re: Case 09-E-0310 - In the Matter of the American Recovery and Reinvestment Act
of 2009 - Utility Filings for New York Economic Stimulus - New York State
Electric & Gas Corporation and Rochester Gas and Electric Corporation

Dear Secretary Brilling:

In response to Mr. Michael Corso’s April 2, 2009 letter regarding the American Recovery and
Reinvestment Act of 2009 (“ARRA”) for applications to the U.S. Department of Energy (“DOE”)
under the Energy Delivery and Energy Reliability (“EDER”) program, New York State Electric &
Gas Corporation (“NYSEG”) and Rochester Gas and Electric Corporation (“RG&E”) (collectively,
“the Companies”) hereby submit their list of proposed projects to be submitted to DOE for
qualification under the EDER program'.

The Companies understand that the DOE’s formal guidelines for the EDER program are still being
developed. The ARRA funds under the EDER program will be dispersed by DOE through a
competitive grant process. Furthermore, DOE may provide grants to successful applicants of the
EDER program that are between 20% but not more than 50% of the costs of qualifying investments.
Thus, other sources must cover the remaining 50%-80% of the costs of these investments, and if
such funding sources were to include ratepayer funds, recovery of these costs will require a
determination by the Public Service Commission (“PSC” or “Commission”) that such costs are
reasonable. Requests for funding under the EDER program will have a greater likelihood of
acceptance if such applicants have already secured the other funding sources.

The attached list of proposed projects are not currently included in the Companies’ base rates, nor
would they be included in the Companies’ normal rate case capital spending over the next several
years. They are incremental expenditures. Therefore, the Companies are willing to proceed with
these projects if they are accepted by DOE, the Commission pre-approves recovery from ratepayers,
the Companies agree with the DOE terms and conditions for acceptance of the federal funding, and
the Commission approves the necessary ratemaking.

' NYSEG and RG&E are also considering other energy projects that may qualify under the ARRA that are not included
in this DOE/EDER listing.
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The Companies propose a delivery surcharge mechanism to recover from ratepayers the return of
and on these investments, and incremental delivery operation and maintenance costs. This
surcharge mechanism would become effective soon after the Companies acceptance of the projects
the DOE approves for funding under the EDER program. Approval by the Commission of the
proposed surcharge mechanism, prior to Companies acceptance of the EDER funding, will provide
an appropriate incentive to deploy these projects, and provide the Companies with the necessary
assurance that prudently incurred costs will be recovered on a timely basis. If desired, these
investments recovered through the surcharge mechanism can be moved to into base delivery rates at
the time of the Companies’ next rate cases.

The Companies have reviewed and discussed the attached list of projects with PSC Staff on several
occasions. For each project the Companies have included, to the extent possible and where
applicable:

e A brief project description, including location, equipment list and associated
supporting facilities;

e The purpose, rationale, and justification;

A list of expected benefits;

The approximate number of jobs to be created or retained;

The currently estimated total project costs (represented in millions of dollars);

The amount of funding requested through DOE under the EDER program;

An indication of the project type

An indication if a project 1s “shovel ready”, meaning work on a project may commence

soon after all needed funding is approved and made available; and

e A project milestone schedule.

Based on the information provided in the above mentioned project list, the current approximation of
total cost of all projects, the approximate amount of funding requested through DOE and the
approximate amount of funding that must be recovered from ratepayers is (in millions of dollars):

Estimated Total | Funding Requested Through | Funding to be Recovered
Project Costs DOE under EDER program from Ratepayers’
NYSEG $415 $210 $210 - $330
RG&E $200 $100 $100 - §160

? Funding provided by DOE could be between 20% and 50% of qualifying investments. The amount to be recovered
from ratepayers must then cover the remaining 50% to 80% of the costs.
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The Companies are aware that it may be necessary to amend this filing to comport with the issuance
of DOE’s formal guidelines and reflect updates of the estimates.

Please direct any questions pertaining to this filing to Mr. Jeffrey McKinney at (607) 762-7469 or
Mr. Henry Mastti at (607) 762-7405.

Respectfully submitted,

2 g ﬁ . %ar(ﬂ?m_

James A. Lahtinen

Enclosure

cc:  Mr. Michael Corso — via email
Ms. Kimberly Harriman — via email
Mr. Henry Masti — via email
Mr. Jeffrey McKinney — via email
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