




























transmission and distribution facilities, and Lake Ontario. The units at the site were permanently 

shut in 2008, and the equipment and structures were placed in a safe condition awaiting eventual 

demolition. The required environmental monitoring of the site and operation and maintenance of 

the coal pile leachate collection system has continued. The aged plant structures contain 

asbestos and will deteriorate further with age. 

In August, 2010 the site was vandalized when intruders broke through an area of barbed 

wire fence to obtain access to the transformer in an apparent attempt to steal copper. The 

intruders opened a valve, which caused approximately 4,800 gallons of transformer oil to spill 

into the rock-covered soil beneath the transformer, with a small amount of the oil leaking into the 

storm sewer drainage system and the Slater Creek wetlands (The cleanup activities have been 

completed, and the New York State Department of Environmental Conservation closed the spill 

file on September 28, 2010.). 

RG&E has accrued $11.9 million in decommissioning funds for the Russell Site. In the 

last rate case, further collection of Russell decommissioning costs was excluded from rates 

because the site was to be auctioned. RG&E will file a plan for the demolition and disposal of 

the Russell structures, including an estimate of the cost of completing the work, within six 

months of the Commission's order on the current petition, and will petition the Commission for 

recovery of prudently incurred expenditures for the demolition and disposal work to the extent 

the costs exceed the amount already accrued for decommissioning .. 

3. RG&E's Allegany Station - RG&E would continue operation of Allegany Station 

under rate regulation until such time as Allegany would not provide a five year projected positive 

benefit to customers because of repairs or projected operating costs. At that time, the unit would 

be shut and sold for salvage or placed in long term storage. At current market rates, Allegany 

would be shut down at the time the anticipated $2 million in repairs is needed. When RG&E 
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determined that a closing of the unit was warranted, it would make a filing with the Commission 

detailing the reasons for closing the facility and its proposed disposition. 

4. Cayuga Energy's Carthage Station - Cayuga Energy would continue operating 

Carthage Station as a merchant plant. As a merchant, Cayuga would determine the ultimate 

disposition of the unit and incur all costs and benefits associated with continued operation, sale, 

shutdown or long term storage of the facility. 

Vll. TRANSACTION COSTS 

The Subsidiaries will incur additional transaction costs if the Commission determines the 

auction should proceed on a modified basis. Whether a further auction resulted in acceptable 

bids or not, costs would be incurred in restructuring the auction, updating the asset-related 

documentation, and re-establishing the document room. If acceptable bids were received, costs 

would also be incurred for negotiating multiple sale agreements, obtaining multiple Section 70 

approvals, and conducting multiple closings on the transactions. Even with the bundling of 

assets that are similar, the transaction costs would be increased, and unless floor prices are 

established for each asset, the transaction costs might exceed the value received for the assets. 

Suspending the Divestiture Plan would avoid transaction costs until such time as a 

decision was made to offer the assets for sale again, and terminating the Divestiture Plan would 

terminate transaction costs (Either of these options would be likely to require the demolition of 

the Russell plant by RG&E.). 

RG&E will defer its already-incurred transaction costs, and any additional costs incurred 

in connection with the Divestiture Plan, for future recovery (Since Cayuga is not a rate-regulated 

utility, it will be obliged to absorb its transaction costs associated with the Divestiture Plan.). 
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vm. SUBSIDIARIES' PREFERRED OPTION 

RG&E and Cayuga Energy have filed this petition in compliance with the Approval 

Order to determine whether the Divestiture Plan should be terminated, suspended or modified. 

Allegany and Carthage operate at very low capacity factors due to their high production costs. 

Allegany will need $2 million in repairs. The two peaking units operate at near zero capacity 

factors, are over forty years old, and, if sold, must be removed, relocated and interconnected at 

the new location. The Russell site provides no revenue, has existing structures that continue to 

deteriorate and will need to be removed, and requires continued implementation of a long term 

environmental site management plan. Based on the unsatisfactory results in the indicative bid 

stage of the auction and the unattractiveness of the assets, the Subsidiaries recommend that the 

Divestiture Plan be terminated, which is in the best interests of RG&E's customers, that the 

RG&E assets be operated, maintained and disposed of as described above, and that Cayuga 

.Energy determine the ultimate disposition of Carthage Station and incur all associated costs and 

benefits. If the Divestiture Plan is not terminated, the Subsidiaries believe it should be 

suspended until the market for generation facilities substantially improves. 

Wherefore, the Subsidiaries respectfully request that the Commission detennine what 

action the Subsidiaries should take to comply with the Commission's orders on divestiture of the 

Subsidiaries' fossil assets. 

Dated: December 29,2010 
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Respectfully submitted, 

~ A1 ( ~ 
J D. Dra~i 

ewey & LeBoeuf LLP 
1301 Avenue of the Americas 
New York, NY 10019-6092 
Email: jdraghi@dl.com 
Attorneys for Rochester Gas and Electric 
Corporation and Cayuga Energy, Inc. 



VER1FICATION 

STATBOFNEWYORK ) 
) ss.: 

COUNTY OF MONROE ) 

Joseph J. Sym, being duly sworn, deposes and says that he is the Vice President, Controller 

and Treasurer of Rochester Gas and Electric Corporation, a Petitioner above-named; that he is 

authorized to file this Verification on behalf of Rochester Gas and Electric Corporation; that he 

has read the foregoing Petition and knows the contents thereof; and that, as it pertains to 

Rochester Gas and Electric Corporation, the same is true to the best ofhis knowledge, 

information and belief: 

om to before me this 
~ ay of December, 2010 
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Joseph J. Syta 
Vice President, Controller and Treasurer 
Rochester Gas and Electric Corporation 



VERIFICATION 

STATEOFNEWYORK ) 
) 55.: 

COUNTY OF BROOMB ) 

Mark R. Beaudoin, being duly sworn, deposes and says that he is the President of Cayuga 

Energy, Inc .• a Petitioner ~bove-1)amed; that he is authorized to file this Verification on behalf of 

Cayuga Energy, J~c.; that he has read the foregoing Petition and knows the contents thereof; and 

that, as it pertains to Cayuga Energy, Inc., the same is true to the best of his knowledge. 

infonnation and belief. 

Sworn to before me this 
,;,:c~'day of December, 2010 

e) ~~ l.-' I , L. '--

blic 

MARY E. NOROVICH 
NOTARY PUBLlC·STATE OF NEW YORK 

No. 01N06211S418 
Qualified In Broome Countv 

MV Comml .. lon expire. Deoemb., 2' , 2013 
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Mark R. Beaudoin 
President 
Cayuga Energy, Inc. 


