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Resolution calling upon the appropriate federal and state agencies, and the public, to provide all natural gas supply projects, including the proposed Broadwater Energy Project, a fair and full review, in light of the important role that natural gas is projected to play in enhancing the reliability of energy resources, increasing diversity of supply sources, reducing energy price volatility, and protecting environmental and public health in New York City.

On December 6, 2005, the Committee on Environmental Protection (“Committee”) will hold a hearing on Resolution Number 1265, which calls upon the appropriate federal and state agencies, and the public, to provide all natural gas supply projects, including the proposed Broadwater Energy Project, a fair and full review, in light of the important role that natural gas is projected to play in enhancing the reliability of energy resources, increasing diversity of supply sources, reducing energy price volatility, and protecting environmental and public health in New York City.

I.
Background

In 1997, the energy industry in New York was deregulated, separating the generation of power from companies that own the power lines and establishing a market where electricity could be traded like any other commodity.  The intent of such deregulation was to lower prices and guarantee a sufficient supply of energy.


Deregulation of the energy industry has been criticized by some and lauded by others.  Critics contend that such deregulation obfuscates the lines of responsibility and accountability over vital measures such as the security of generating stations and transmission lines, and the expensive upkeep of the distribution network.  More optimistic about energy deregulation is the New York Independent System Operator (“NYISO”), which notes that since deregulation of the energy market in New York, much progress has been made in establishing fair, efficient and competitive wholesale markets in the State.  The NYISO notes, however, that the disclosure surrounding the demise of Enron and the crumbling finances of many merchant-generating companies have combined to discourage investment in power facilities in New York and elsewhere.
  Therefore, the City must develop strategies for meeting current and future energy demands in order to “maintain its position as the financial, corporate and communications capital of the world.”
  The regional blackout of 2003 clearly reminded New Yorkers about how critical a constant stream of electricity is to the City’s economy and environment.


According to the NYISO, “a warning must be issued about potential future supply deficiencies in New York City and Long Island.”
 NYISO contends that with “the decommissioning of existing plants and underinvestment in new generation, this expected shortfall could begin to seriously impact downstate capacity between 2008 and 2011.”
  New York’s reliability requirements demand that a significant portion of electricity must be generated within the boundaries of New York City.  This is based on the “80 percent rule”, which requires that eighty percent of the City’s peak demand capacity be generated within City limits in order to maintain the reliability of the City’s electricity supply.

Prior to January 1, 2003, new electric power plants built in New York State with a generating capacity of 80 MW or more and existing power plants seeking to expand to provide a generating capacity of 80 MW or more were required to undergo a review and permitting process pursuant to Article X of the State Public Service Law.  Under that law, new and expanding facilities had to obtain a Certificate of Environmental Compatibility and Public Need from the New York State Public Service Commission’s (NYSPSC) State Board on Electric Generation Siting and the Environment (Siting Board).
  Since Article X expired at the end of 2002, new power plants must undergo a renewed permitting process pursuant to the State Environmental Quality Review Act (SEQRA), a process that, according to the New York City Energy Policy Task Force (“Task Force”), which was established in July of 2003 by Mayor Michael R. Bloomberg following a City energy issues meeting, “is far more cumbersome than with the Article X process in place.”
  More disturbing is NYISO’s contention that “[t]he future outlook for adequate, efficient and environmentally friendly generation is bleak.”
  The Task Force notes that financial markets have “created problems for developers of electric generation facilities since the bankruptcies of Enron, Mirant, PG&E’s National Energy Group, and NRG, as well as the financial distress of still more merchant developers and marketers.”
  In addition, the Task Force asserts that “[w]hile a number of developers remain active and financially sound (including subsidiaries of PSEG and KeySpan) and credit-worthy affiliates of such financial firms as Goldman Sachs and Kohlberg Kravitz Roberts & Co. are taking equity positions in new projects, it may be some time before the confidence of lenders returns to the sector.”
  The Task Force contends that the “City needs 2,600 megawatts of new electricity resources by 2008.”

According to the NYISO, “there is little evidence that serious consideration is being given to additional new generation in New York State, New York City, or on Long Island.  This dim outlook is due to a confluence of factors, which combine to produce market uncertainty and paralysis.”
  Several of the major factors are:

· The expiration of New York’s Article X Siting Law.

· The Enron disclosures and the subsequent severe financial problems of merchant generation companies, effectively eliminating near-term financing of new merchant projects, including those that hold siting permits.

· Problems in New York (and the region’s) wholesale capacity markets and the institutional difficulties of entering into long-term power supply contracts further restrict generation developers’ and end use suppliers’ options.

· New state emissions standards may cause the retirement of existing generating facilities.

An additional factor is the growing dependence in New York, as throughout the Northeast, on natural gas to primarily fuel new electric generating plants.
  NYISO contends that the “nation in general and the Northeast in particular, must fashion an effective fuel-diversity strategy for dealing with the increasing use and dwindling domestic reserves of natural gas.”
  According to NYISO, “’[i]nvestors in competitive markets have chosen natural gas because its use minimizes initial capital cost and facilitates compliance with environmental regualation.”
  Unfortunately, New York State currently pays some of the highest energy prices in the continental United States and can pay five to six times more for natural gas than the base price during peak consumption periods.  

II.
The Broadwater Energy Project

As previously mentioned, the New York City Metropolitan Region depends upon natural gas as a primary or secondary fuel for a significant portion of its power generation needs.  As such, high prices for fuel used to generate electricity, which inevitably affect the cost of electricity, directly and adversely impact upon property owners, especially homeowners, and businesses in New York City, and threatens economic sustainability and growth in the City.  Unfortunately, the New York City metropolitan region is located at the end of the natural gas pipeline infrastructure and does not have sufficient local production or storage capacity for natural gas.  The New York State Energy Plan, issued by the New York State Energy Planning Board, forecasts demand for natural gas to increase forty percent by 2020 – mostly driven by electricity generation.  While much more can and must be done to promote the efficient use of electricity and natural gas to address the region’s energy-related reliability, diversity, cost and environmental concerns, additional investments in natural gas supplies in the New York City metropolitan region are also acknowledge as a critical need.  To that end, the City’s Energy Task Force recommended that the City support “development of additional interstate pipeline and gas supply projects (and natural gas efficiency programs) in the metropolitan area, consistent with other environmental and land-use considerations.  The City should particularly encourage gas projects that increase the number of inter-state pipeline interconnections into the City and independent supply sources to enhance reliability, increase diversity, and reduce price volatility.”
  One such project to consider is the Broadwater Energy Project.

The Broadwater Energy Project is a

“proposed project to build a liquefied natural gas (LNG) import terminal at an offshore location about nine miles off the coast of the Town of Riverhead, New York (about 11 miles from the nearest Connecticut shoreline). The terminal would connect with the existing Iroquois Gas Transmission System pipeline via an underwater connecting pipeline and provide the region’s consumers with a much-needed, clean, safe, and reliable source of natural gas.

Physically, Broadwater would consist of a ship-like vessel moored in Long Island Sound. The vessel, known as a Floating Storage Regasification Unit, or FSRU, would be about 1,200 feet Long and 180 feet wide, and its deck would be about 75 to 100 feet above the water line. This is roughly the same length and width as the Queen Mary II cruise ship but not as tall.”

New sources of natural gas, such as the Broadwater Energy Project, have the potential of providing the cleanest fuel available for fuel-burning power plants, which would promote and achieve a cleaner and healthier environment vital to the health of City residents in light of the fact that New York City suffers from some of the work ambient air quality conditions in the country.  In light of the aforementioned fact and with energy prices soaring, the proposed Broadwater Energy Project deserves a fair and full review.

III.
Summary of Res. No. 1265

The Resolution cites the important role that natural gas is projected to play in enhancing the reliability of energy resources, increasing diversity of supply sources, reducing energy price volatility, and protecting environmental and public health in New York City.  It describes the current, inadequate supply of natural gas in New York City.  The Resolution also states that it will be difficult for North American supplies of natural gas to keep pace with projected North American demand by 2020.  The Resolution further asserts that the proposed Broadwater Energy Project would provide for significant new storage capacity and new supply to New York City through connections with the Iroquios Gas Transmission System.  Finally, the Resolution calls upon the appropriate federal and state agencies, and the public, to provide all natural gas supply projects, including the proposed Broadwater Energy Project, a fair and full review.
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Resolution calling upon the appropriate federal and state agencies, and the public, to provide all natural gas supply projects, including the proposed Broadwater Energy Project, a fair and full review, in light of the important role that natural gas is projected to play in enhancing the reliability of energy resources, increasing diversity of supply sources, reducing energy price volatility, and protecting environmental and public health in New York City.  
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By Council Member Gennaro and The Speaker (Council Member Miller)

Whereas, To ensure reliability, to promote economic growth, and to address environmental issues, the New York City Energy Policy Task Force (“Task Force”) projects a need for an additional 2,600 megawatts of new electricity resources by 2008; and

Whereas, New York currently pays some of the highest energy prices in the continental United States and can pay five to six times more for natural gas than the base price during peak consumption periods; and

Whereas, The New York City Metropolitan Region depends upon natural gas as a primary or secondary fuel for a significant portion of its power generation needs; and

Whereas, high prices for fuel used to generate electricity, which inevitably affect the cost of electricity, directly and adversely impact upon property owners, especially homeowners, and businesses in New York City, and threatens economic sustainability and growth in the City; and

Whereas, The New York State Energy Plan, issued by the New York State Energy Planning Board, forecasts demand for natural gas to increase forty percent by 2020 – mostly driven by electricity generation; and

Whereas, It will be difficult for North American supplies of natural gas to keep pace with projected North American demand by 2020; and

Whereas, The New York City Metropolitan Region is located at the end of the natural gas pipeline infrastructure and does not have sufficient local production or storage capacity for natural gas; and

Whereas, While much more can and must be done to promote the efficient use of electricity and natural gas to address the region’s energy-related reliability, diversity, cost and environmental concerns, additional investments in natural gas supplies in the New York City metropolitan region are also acknowledged as a critical need; and

Whereas, the Task Force recommended that the City support development of additional interstate pipeline and gas supply projects in the metropolitan area and should particularly encourage gas projects that increase the number of inter-state pipeline interconnections into the City and supply sources to enhance reliability, increase diversity of supply sources, and reduce price volatility; and

Whereas, New sources of natural gas, the cleanest fuel available for fuel-burning power plants, would promote and achieve a cleaner and healthier environment, which is vital to the health of City residents in light of the fact that New York City suffers from some of worst ambient air quality conditions in the country; and

Whereas, The Broadwater Energy Project, a floating liquid natural gas storage and re-gasification facility to be located in Long Island Sound, has been proposed and would provide for significant new storage capacity and new supply to New York City through connections with the Iroquois Gas Transmission System; now, therefore, be it

Resolved, That the New York City Council calls upon the appropriate federal and state agencies, and the public, to provide all natural gas supply projects, including the proposed Broadwater Energy Project, a fair and full review, in light of the important role that natural gas is projected to play in enhancing the reliability of energy resources, increasing diversity of supply sources, reducing energy price volatility, and protecting environmental and public health in New York City.  
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