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S u ffo lk  C o u n ty  R e p u b lic a n  L e a d e r  

J o h n  P o w e ll m a d e  th e  s ta te m e n t w h ile  

s p e a k in g  w ith  us  la s t w e e k  th a t  G o v e rn o r  

P a ta k i d o e s  n o t c o n s id e r th e  L I P A  d e a l a  

“d o n e ” d e a l.

A c c o rd in g  to  P o w e ll, P a ta k i to ld  h im  

th a t  th e  d e a l is th e re  fo r  p u b lic  q u es tio n  

a n d  scru tiny . If p a rts  o f th e  d e a l a r e  u n a c ­

c e p ta b le , th e y  c a n  b e  re n e g o tia te d . If th e  

d e a l d o e s  n o t m e e t  p u b lic  scru tiny , it 

s h o u ld  n o t b e  a p p ro v e d .

B e fo re  L IP A  n e g o tia te d  w ith  L IL C O , it 

b n o u ld  h a v e  h a d  a  p la n . T h e  p la n  sh ou ld  

h a v e  h a d  a n  o b je c tiv e , p u re  a n d  s im p le . 

“W h a t  w ill b e n e fit  th e  ra te p a y e rs  m o s t? ” 

If th is  h a d  b e e n  th e  crite rio n , w e  d o u b t 

th e  U P A  d e a l w ith  L IL C O  w o u ld  h a v e  

s e e n  th e  ligh t o f d ay .

T h e  p u b lic  h a s  tw o  m a in  c o n c e rn s . 

T h e y  a r e  p a y in g  1 0 0 %  m o re  fo r  e le c tr ic i­

ty  th a n  th e  a v e r a g e  u tility  ra te p a y e r  

th ro u g h o u t th e  co un try . T h e y  w a n t a n d  

n e e d  lo w e r  ra te s . T h e  ta x p a y e rs  o f th e  

S h o re h a m -W a d in g  R iv e r  S c h o o l D istrict, 

B r o o k h a v e n  T o w n , a n d  to  a  le s s e r  

d e g r e e , th e  o th e r  to w n s  in S u ffo lk , fa c e  

th e  p o te n tia l o f  a  $ 1 .2  b illion  p e n a lty  

re s u ltin g  fro m  th e  c e rtio ra ri suit.

F o r th e  ra te p a y e rs  to  o b ta in  re lie f, 

L IP A  w o u ld  h a v e  b e e n  w is e  to  c o n s id e r  

c o n d e m n in g  o n ly  th e  L IL C O  tra n s m is ­

s io n  a n d  d is trib u tio n  (T & D ) s y s te m . T h e  

b o o k  v a lu e  o f th is  s y s te m  is a  little  le s s  

th a n  $ 6 6 8 .9  m illio n . If L IP A  w e r e  to  ta k e  

c o n tro l o f  th e  T & D  s y s te m  a n d  h ire  a n  

o p e ra to r  th ro u g h  c o m p e t' b id d in g , th e

L o n g  Is la n d  ra te p a y e rs  ’ • Id b e  fre e d  

fro m  th e  m o n o p o lis tic  L IL C O  h a s

o v e r  th e m .

T h e  ra te p a y e rs  w o t  ,e  f r e e  to  ta k e  

a d v a n ta g e  o f d e r e g u l a t e  a n d  th e  c o m ­

p e tit iv e  p ric in g  o f p o w e r. L IL C O  w o u ld  b e  

fo rc e d  to  c o m p e te  o p e n ly  w ith  a ll o th e r  

p o w e r  p ro d u c e rs . A ll w o u ld  h a v e  a c c e s s  

to  th e  T & D  s y s te m . U P A  w o u ld  e s ta b lis h  

th e  w h e e lin g  ra te s  to  c o m p e n s a te  fo r  th e  

a c q u is it io n  o f th e  s y s te m  a n d  its  rep a ir, 

m a in te n a n c e  a n d  u p g ra d e .

T h e r e  a r e  th o s e  w h o  s a y  th e re  a re  

n o t s u ffic ie n t p o w e r  lin e s  c o m in g  fro m  th e

Longtime
A  re c e n t ed ito ria l in Long Is lan d ’s on ly  

daily  n e w s p a p e r unjustly critic ized th e  C iti­

z e n s  A dv isory  P a n e l b e c a u s e  th e  group  

an n o u n c e d  th a t it is opposing  th e  L IL C O -  

L IP A  d e a l on  th e  g round s  th a t th e  specific  

d eta ils  o f th is p roposed  bailout h a v e  not 

b e e n  p rovided  d esp ite  re p e a te d  requests.

T h e  C itize n s  A dvisory  P a n e l w a s  c re a t­

e d  in th e  la te  e ig h ties  by an  A p p e a ls  C ourt 

ruling a s  a  utility w atchd o g , responsib le  for 

looking a fte r th e  public ’s in terest as  part of 

th e  s e ttle m e n t o f a  R a c k e te e r In fluenced  

an d  C orruption  O rg an iza tio n s  (R IC O ) la w ­

suit a g a in s t L IL C O . Long  Is lan d ’s on ly e le c ­

tric  utility w a s  found  guilty o f lying to  th e  

P u b lic  S e rv ic e  C o m m is s io n  a n d  w a s  

o rd e re d  to  return  $ 3 9 0  million to  th e  ra te

p ayers . A  portion o f th is m o n ey  is now

bein g  used  a s  a  carro t to  co nvince peop le

to  support th e  L IL C O -L IP A  d ea l w hich  is

e s tim a te d  to  cost th e  ra te p a y e rs  $ 1 8 .8  bil-

o u ts id e  to  bring  p o w e r  o n to  Lo ng  Is lan d . 

T h e r e  a re , h o w e v e r, c o m p a n ie s  w h o  a re  

e a g e r  to  bu ild  n e w  p o w e r  lin es  a n d  c o m ­

p le te  th e  p ro je c t w ith in  a  c o u p le  o f y e a rs .

T h e  S u ffo lk  C o u n ty  L e g is la tu re  a n d  

th e  B u d g e t R e v ie w  O ffic e  h a v e  c o m e  up  

w ith  a n  in n o v a tiv e  p lan  to  fin a n c e  th e  liq ­

u id a tio n  o f th e  c e rtio ra ri ju d g m e n t. It will 

c o s t a b o u t h a lf th e  a m o u n t p ro p o s e d  by  

th e  L IP A  d e a l a n d  w ill ta k e  h a lf th e  n u m ­

b e r  o f y e a rs  to  p a y  off. T h e  le g is la tu re  

c o u ld  e n a c t th is  p lan  im m e d ia te ly  a n d  it 

w o u ld  b e  fu n d e d  b y  a  1 /4  p e rc e n t s a le s  

ta x .

B e fo re  o n e  d im e  is p a id  to  L IL C O , 

th e  c o u n ty  s h o u ld  p ro c e e d  w ith  a n  

a g g re s s iv e  a p p e a l o f J u d g e  S ta rk 's  ruling  

th a t  b ro u g h t a b o u t th is  ju d g m e n t. T h is  is 

n o t a  c ra p s h o o t. L IL C O  C h a irm a n  

W illia m  C a ta c o s in o s , in pu b lic  te s tim o n y  

b e fo re  th e  N e w  Y o rk  S ta te  A s s e m b ly  

C o m m it te e  on  P o w e r, s ta te d  th e re  w a s  a  

c h a n c e  L IL C O  co u ld  lo s e  th e  su it o r h a v e  

th e  v e rd ic t s u b s ta n tia lly  re d u c e d  if it w e re  

a p p e a le d .

T h a t ’s th e  re a s o n  h e  w a s  w illing  to  

s e ttle  w ith  L IP A  n o w  fo r  a b o u t ha lf. If th e  

c o u n ty  w a s  to  e n a c t its p lan  im m e d ia te ly  

a n d  b a n k  th e  p ro c e e d s  fro m  th e  s a le s  

ta x , it co u ld  e a rn  in te re s t th a t w o u ld  o ffse t 

th e  in te re s t L IL C O  is a c c u m u la tin g  on th e  

ju d g m e n t.

B oth  o f th e s e  m o v e s  w o rk  to  th e  

a d v a n ta g e  o f th e  ra te p a y e rs . T h e y  m a y  

n o t b e  g o o d  fo r  L IL C O , th e y  m a y  n o t b e  

g o o d  fo r W a ll S tre e t, a n d  th e y  m ay, in th e  

s h o rt h au l, n o t b e  g o o d  fo r  th e  p o litic ians  

w h o  h a v e  h itch e d  th e ir  w a g o n  to  th e  L IP A  

d e a l.

B u t in th e  long  run , if ra te p a y e rs  s e e  

a  4 0 %  to  5 0 %  red u c tio n  in th e ir  utility  

co s ts , p o litic ian s  w h o  h a d  th e  c o u ra g e  to  

d o  w h a t w a s  righ t fo r th e  p e o p le  will b e  

re c o g n iz e d  a n d  re w a rd e d .

A  d e a l s tru ck  a lo n g  th e s e  lin es  could  

b e  fin a n c e d  fo r  a  frac tio n  o f th e  $ 7 .2  b il­

lion p ro p o s e d  b y  L IP A . It w ill bring  im m e ­

d ia te  c o m p e tit io n , lo w e r ra te s  a n d  a  w a y  

o u t o f th e  S h o re h a m -L I P A  fiasco .

A n d  w h y  not?

Supporter
lion o ver th e  next 3 0  years .

T h e  C itizen s  A dvisory  P ane l got off to  

a  s low  start, but h as  begun  to  show  som e  

in terest in fulfilling its ob jective  under the  

lead ersh ip  o f E xecu tive  D irector G ord ian  

R aa c k e .

T h e  C itizen s  A dvisory P an e l, like the  

rest o f Long Is land, has a  right to  know  

w h a t is in th e  contract th a t L IP A  will be  

a g ree in g  to  in th is proposed  L IL C O  bailout. 

N o o n e  should support an y  d ea l w h ere  pro ­

p onen ts  a re  re luctant to  provide th e  specif­

ic financia l an d  overa ll deta ils  th a t will 

b e c o m e  legally  binding.

N e w s d a y  should b e  em b arrassed  by 

its blind an d  se lf-cen te red  support of L IL C O  

m a n a g e m e n t an d  stockholders. But its bias  

an d  care less  a ttitude to w ards  th e  public  

co m es  a s  no surprise.

A nd  w h y  not?

O ver the past seven months, Senator Al 

D ’Am ato and Congressm an Mike Forbes suc­

cessfully pushed to close the High Flux B eam  

Reactor at Brookhaven National Laboratory 

so that a  14-year-old tritium leak could be cor­

rected.

T h ey  helped convince the federa l 

D epartm ent of Energy, which owns the lab, to 

conduct a  legitimate investigation into the  

leak. B ecause th a t investigation proved  

m alfeasance on the part of the facility opera­

tor, the federal contract with Associated Uni­

versities Incorporated (AUI) w as term inated.

Earlier this w eek, D O E  and A UI officials 

announced at a m eeting with lab scientists 

that most of the positions would lem ain  intact, 
but an A UI m em orandum  circulated at the  

meeting suggested that num erous positions 

could be term inated.

In the next six months, the D O E  will be

Must Consider
Police departm ents, under the law, are  

forbidden to strike w hen  th ey  reach an  

im passe in contract negotiations. W hen  both 

sides can’t agree, an arbitrator or a  panel of 

three arbitrators is set up to investigate both 

sides of the argum ent. A  decision is reached  

that becom es binding to both the municipality 

and the police.

On a three-m em ber panel, the union has 

the right to choose one arbitrator, the munici­

pality has the right to choose the  second arbi­

trator and a  third arbitrator is appointed by 

P E R B , th e  Public E m ployees R elations  

Bureau. On the surface, this system  would 

seem  to be fair, but the results of binding arbi­

tration have been crippling.

Th e  arbitrators give great w eight to pari­

ty, the comparison of w hat one police depart­

m ent is getting paid in a  jurisdiction that is in 

geographical proximity to the union that is in 

negotiations. This is called “piggybacking,” 

and in most settlem ents, the union that is 

doing the petitioning receives m ore than their 

neighbors and it becom es a vicious circle— a  

vicious circle the public can no longer afford.

The compensation for police has sur­

passed the compensation for teachers. The  

hours worked by both segm ents of govern­

m ent are about the sam e. Their benefit pack­

ages are similar except that the police can  

retire after 20  years of service.

The arbitrators are not required to take  

into consideration the com m unities’ ability to 

finance such an award. The municipality must

hiring a  new facility operator and its official 

line is that in other facility operator changes, 

most of the scientific jobs w ere  m aintained.

Last w eek, Energy Secretary Federico  

P ena told BNL em ployees that the facility is “a 

crown jew el of our country,” and that there  

has been “excellent science" perform ed at 

BNL, “But excellent science is not enough.”

W ell, just telling these highly skilled 

em ployees that their jobs are secure is not 

enough either. P ena must include the protec­

tion of those jobs in any contract signed with 

any plant operator.

To ensure that, D ’Am ato and Forbes  

must refocus their political clout to provide as 

much job protection to lab workers as possi­

ble. BNL em ploys 3 ,2 0 0  people and those  

jobs are important to the a rea ’s economy.

And why not?

Ability To Pay
accept w hatever aw ard the arbitrator hands  

down, even though it might lead to large tax  

increases, layoffs and cutbacks in services, 

or eventual bankruptcy.

Th e  N ew  York S tate Legislature has 

before it a bill, S .8 1 4  in the senate and  

A. 1604  in the assembly. T h e  bill m andates

th at arbitration boards m ust consider a

municipality’s ability to pay and this would be

accorded substantial weight by arbitration

panels w hen  determ ining the appropriate

level of w ages and benefits. G overnor Pataki

has proposed this taxpayer relief in his com ­

prehensive budget bill.

Your assem bly person and senators  

must hear from you now. T h e  m andated bind­

ing arbitration provisions are set to expire  

June 3 0 ,1 9 9 7 . Now  is the tim e to reform this 

unjust m easure.

T h e  bills must be passed in the assem ­

bly and the senate. Th e  governor has indicat­

ed he will sign them  into law. W e  urge you to 

contact your assem bly person, senator and 

the governor today. Let them  know they must 

pass this legislation that m akes the ability to 

pay part of the binding arbitration process.

If you don’t stand up for yourself, no one 

else will. It’s  your governm ent, m ake it work 

for you. Th e  police unions throughout the  

state have already m arshaled their forces and  

unless the public speaks loud and clear, w e  

will continue to suffer and be at the mercy of 

the unions’ greed.

And why not?
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Eye For
New York State finally has a death 

penalty, and not a moment too soon. The 
horrendous killing of Cynthia Quinn in 
Yaphank last week sent the community into 
shock. Quinn was not only a mother and a 
respected member of the community, she 
was also an inspiration to many young peo­
ple as a teacher and coach at Patchogue- 
Medford High School.

The Suffolk County Police Department 
is to be commended on its rapid apprehen- 
sion of the alleged killer, Stephen LaValle. 
L " | ^ e  is reported to be a career criminal. 
He was paroled less than three months ago.

LaValle was convicted of a similar sex­
ual attack on a woman about a decade ago 
when he used a car as his weapon. 
Although LaValle had served hard time 
upstate, he came out of prison as much a 
criminal as he went in.

Take it or
The Long Island Power Authority (LIPA) 

is currently seeking to promote an agree­
ment in principle with the Long Island Light­
ing Company that calls for partial acquisition 
of LILCO’s assets. The proposed deal 
would require LILCO ratepayers to shoulder 
a $7.6 billion bond issue over the next 33 
years, the highest-ever bonding issue in the 
nation.

While LIPA has held public hearings on 
the matter, and professes to be amenable to 
possible changes in the document, it has 
attempted to rush the proposed deal to 
meet an IRS deadline, which some claim is 
self-imposed and has miraculously been 
postponed.

In many ways, LIPA has adopted a 
‘lake it or leave it” stance on its proposal. If 
that is, indeed, the way it is, we’ll leave it, 
thank you! We think ratepayers should do 
the same.

We, and many others, have studied this 
deal extensively. We initially said the pro­
posal contains provisions that are “Good, 
Bad and Ugly,” and we have found no rea­
son to change that description.

While the proposed acquisition of the 
transmission and distribution (T&D) system 
is good, there are other areas—the pitiful 
number of tangible assets received in return 
for an overwhelming price tag and the pro­
posed acquisition of LILCO’s share of the 
Nine Mile Point 2 nuclear power plant in 
Oswego County upstate—that are down­
right ugly.

LI PA officials and deal proponents have 
met opposition to the proposal with the 
same response: “The deal is not perfect, but 
it is the best there is. What is the alterna­
tive?” Yet, any alternative put forth is met 
either with stony silence or a lack of enthu­
siasm.

A case in point: the presiding officer of 
the Suffolk County Legislature, Joseph 
Rizzo, and the legislature’s Budget Review 
Office (BRO) developed a proposal that 
could save Suffolk ratepayers between 
$600 and $700 million by revising the man­
ner in which LIPA proposes to bond the 
deal’s settlement of the Shoreham tax cer­
tiorari award.

An Eye
District Attorney James Catterson has 

120 days after LaValle is arraigned to make 
up his mind whether to ask for the death 
penalty. This is an election year and he will 
be accused of political grandstanding no 
matter what decision he makes.

Catterson must weigh all the evidence 
and the perpetrator’s background and reach 
a decision from a position of logic, not emo­
tion.

Philosophically, we have never been an 
advocate of the death penalty, but at the 
same time, there are some crimes so 
heinous that those who commit them must 
be executed for the good of society. 
LaValle’s total disregard for life seems to 
make him unredeemable and he should 
face the death penalty.

The Bible says, “an eye for an eye.”
And why not?

Leave it?
LIPA calls for the issuance of coupon 

bonds that, over time, would ultimately cost 
Suffolk ratepayers to repay, with interest, 
approximately $1.2 billion.

The Rizzo-BRO proposal, which would 
be funded through the county’s lower cost 
general obligation bonding and a quarter- 
percent increase in the county’s sales tax, 
would be for a shorter period of time and at 
a lower interest cost.

The huge potential savings would 
appear to be an incentive for LIPA to sit 
down with Suffolk officials and explore the 
matter further, without a formal invitation, 
but instead, LIPA felt forced to point out the 
Rizzo-BRO plan would work only if the LIPA 
plan is approved.

LIPA officials insisted, with some dis­
paraging add-on comments, that the county 
“should have known” the LIPA settlement 
was based on the LIPA plan and if the plan 
fails, the $625 million settlement figure 
would go back to the $1.2 billion the court 
awarded.

The fact is, the county plan was not put 
forward as a replacement to the deal. It was 
offered as an improvement of the financial 
structure of the LIPA deal. It doesn’t take a 
high-priced consultant to know where the 
settlement figure came from. But, LIPA’s 
response bolsters speculation that the $625 
million figure is the only part of the settle­
ment that is showing. The “other considera­
tions” are included somewhere in the deal. 
It also proves the claim that LIPA is using 
the tax certiorari award as a weapon to sell 
its deal.

There are a couple of other options. 
One is a vigorous appeal process, seeking 
to overturn or reduce the $1.2 billion award. 
Second, the county and Brookhaven Town 
could attempt to settle the matter with 
LILCO one-on-one. LILCO Chairman 
William Catacosinos said in testimony in 
Albany recently that one of the reasons for 
the settlement agreement with LIPA was a 
concern about what would happen in the 
appeal process.

If LILCO’s concern is real, and there 
are no “other considerations” in the LIPA 
deal to offset the reduction, there should be

no reason why LILCO would not agree to a 
settlement with the county.

If, as Catacosinos said in his Albany 
testimony, the entire $1.2 billion certiorari 
refund, which belongs to the ratepayers, 
would result in a rate reduction of 10% over 
five years, and the county could come up 
with a feasible plan to fund that amount 
through the Rizzo-BRO plan, the impact 
would not be the “ghost town” scenario that 
deal proponents pontificate about over 
future property tax increases. Add to that 
the 2% synergy savings that would come 
from the proposed LILCO-Brooklyn Union 
Gas merger deal and the savings would be 
12% .

There is a potential for more: Last Feb­
ruary, the state Public Service Commission 
(PSC) issued an Order to Show Cause to 
examine various opportunities to reduce 
LILCO’s electric rates. In July, the PSC staff 
recommended that LILCO’s rates be

Another Home

reduced on a temporary basis by 4.2%, 
effective October 1, 1996, until the perma­
nent rate case is decided.

LILCO, of course, argued that the cur­
rent electric rate levels were appropriate 
and there was no justification to reduce 
them. Although expedited evidentiary hear­
ings were held on the matter, to date there 
has been no decision or action by the PSC 
to follow through or reject the recommenda­
tion.

We suspect the delay is based on the 
negotiations over the current LIPA deal. If 
the PSC had approved the 4.2% reduction, 
LIPA’s proposed “significant” reduction 
would likely have shrunk by that amount, 
not a happy political prospect for Governor 
George Pataki.

Add the 4.2%, if approved, to the 
potential 12% cited earlier, and the total 
comes to 16.2%. LIPA’s projected savings is 
16.4%. The 16.2% would not come with a 
back-loaded $7.6 billion price tag, and could 
offer additional savings through competi­
tion, which could come much earlier.

Are there risks in achieving the poten­
tial savings listed? Yes, there are. But there 
are also many risks in the LIPA plan which 
are being revealed as it is further analyzed 
by experts. Much of LIPA’s financial projec­
tions are back-loaded to make the initial 
savings look better. Over the long haul, after 
the deal is passed and it’s too late, the sav­
ings may well evaporate in a sea of debt 
and faulty projections.

Take it or leave it? If you stripped the 
tax certiorari award from the deal, would 
you want to mortgage the future with a $7.6 
billion debt, for which you would get an anti­
quated transmission and distribution system 
and a troubled upstate nuclear power facili­
ty which no one else would buy?

And why not?

Run for Rizzo
The state recently reneged on its 

promise to donate land for a professional 
ballpark at the Pilgrim State site. It now 
wants the county to buy that land for $3.5 
million.

Last year, Senator Owen Johnson 
engineered a deal, under the member items 
privilege, that called for the state to donate 
the land and to provide $14 million for the 
construction of a stadium. Joseph Rizzo, 
presiding officer of the Suffolk legislature, 
learning that the state is welshing on its 
promise of free land, immediately suggest­
ed that the stadium be built on vacant land 
that the county owns in Yaphank—a site 
that already had been suggested for anoth­
er ballpark.

The Yaphank site is currently under 
option to a group that has been trying to put 
together the financing for a privately owned 
ballpark. It is reported that this group has 
been unable to find investors and will prob­
ably lose the option on the land. That option 
expires in August.

As we have stated in past editorials, we 
are opposed to member items. Most mem­
ber items are pork, wasteful spending by 
the state and often used to bolster the 
reelection efforts of the incumbents. We 
would like to see these done away with in 
their entirety, but they have become a way

of life. Without an outpouring of opposition 
from the public, these member items are 
here to stay, so we might as well get our 
piece of the action.

As much as we are opposed to mem­
ber items, we are also opposed to the gov­
ernment building sports facilities for private, 
profit-making team owners. But again, the 
money for this project has been allocated, 
and rather than see it go elsewhere, we had 
better do the best we can with what we 
have.

If there is going to be a stadium, 
Yaphank is a superb location. It is the mid­
way point between the Nassau/Suffolk line 
and the East End of the Island. It’s close to 
the Long Island Expressway, offering good 
egress. It will boost our tourist economy, 
and give another reason for people to come 
as day trippers, vacationers and second 
home owners.

The county must negotiate the contract 
with the prospective tenants carefully to 
make sure that not only all maintenance 
and operating costs are covered, but also 
that the stadium makes a profit for the resi­
dents of the county from day one. The new 
stadium must be a revenue producer rather 
than a cost to the residents. If this can’t be 
guaranteed, then we should turn the money 
back to the state.
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The Best Graduation Gift
In the next couple of weeks, thou­

sands of young adults are going to grad­
uate high school. They will be beginning 
their new life. They will be in a  position to 
make choices for themselves.

At this age, most kids spurn advice 
from adults, particularly about personal 
choices. Sometimes, however, when 
young adults are approached with logic, 

. reason and with a  little bit of greed thrown 
^ ■1 ,  they will stop and think and you may 

Tiave an effect.
Many kids who are graduating have 

already started smoking. Hopefully, they 
are not totally addicted. If you want to 
give these young adults a gift for gradua­
tion that will reward them for the rest of 
their lives, try explaining to them the eco­
nomics of smoking.

The average smoker consumes two 
packs of cigarettes a day. Thirty years 
ago, cigarettes cost twenty-five cents a 
pack. Today, on average, cigarettes cost 
well over $2.50 and the price is going up 
faster than the rate of inflation.

If a person smokes two packs of cig­
arettes a day at the current cost, he or 
she is smoking away $5 a day, that's 
$1,825 per year. By the time that individ­
ual retires, he or she will have spent

$82,125 at today’s prices on cigarettes.
This does not include the cost of 

burned clothes and upholstery, nor the 
cost of the damage done to one’s health, 
the shortening of one’s life and the denial 
of things that could have been bought 
with this wasted money.

If young adults make a conscious 
decision not to smoke, and instead pru­
dently invest that $5 per day in a good 
investment account with an amortization 
of 10% when they retire, they will have a 
fund worth $888,504.50. They will retire 
with more money than they will probably 
be able to spend in their golden years.

This is a conscious decision they will 
have to make today. Do they want to be 
rich* with relatively good health, or do 
they want to burn up their assets and put 
their health in jeopardy?

I wish someone had given me the gift 
of this knowledge when I was a young 
man. Instead, everybody smoked, it was 
the thing to do. Nobody gave a thought to 
either the economic or the health conse­
quences.

Forty years later, I am fighting this 
demon, an addiction that I can only guess 
rivals drugs. With the grace of God, I will 
overcome it and win, but in the mean­

time, I know I won’t have the money I 
spent on cigarettes to help me with my 
retirement.

Do your graduates a favor, sit them 
down, talk to them, take out a pad and 
pencil and show them the economic real­
ities of life. They may believe that they

are invincible as far as health is con­
cerned, but they are not going to change 
the economics.

Then wish them a happy graduation 
for me.

And why not?

epetevoa hetimii ylno evBtt siertio srrf to
W e just finished reading the 

Studness Research Report on the pro­
posed LI PA deal. Dr. Studness is a 
respected economist who publishes a 
weekly Electronic Power Review for utili­
ties and Wall Street clients.

Studness has done extensive 
research in the past on LILCO and 
Shoreham. In Volume 19, No. 22, pub­
lished May 30, 1997, he paints an alarm­
ing picture for both investors and 
ratepayers if the LI PA deal goes through.

According to Studness, LIPA has 
refused to talk about rates after the first 
10 years. Studness did his own study and 
the reason LIPA has refused to discuss 
the long-term implications is that after the 
first 10 years, ratepayers will have losses 
brought about by increased rates, rather 
than the reductions touted by the LIPA 
deal supporters.

Studness notes that the illusionary 
savings during the first 10 years of the 
LIPA deal are brought about by deferring 
the real cost of the deal to the last two- 
thirds of the deal’s payback period.

Studness goes on to point out what 
everyone knows but LIPA. Competition is 
coming, it is being forced by Public Ser­
vice Commissions throughout the nation, 
and by the development of smaller, more 
efficient generating plants.

The fuel cost to operate these mod­
ern plants is 40%  less than older plants 
now owned by LILCO. Plants wiil be 
sized to such a degree that businesses 
and industries and some homeowners 
may be able to generate their own elec­
tricity cheaper than mega-power produc­
ing companies. They would be free of 
T&D and other operating costs, and fuel 
charges would be 40%  less expensive.

B a d  T o d a y , W o rs e  T o m o rro w

This future development will cause a sub­
stantial part of LI PA’s customer base to 
dissipate, leaving those who remain on 
the system to pick up the slack through 
higher rates.

Studness further reveals that PSCs 
in California, Massachusetts and Rhode 
Island have ordered competition to begin 
in January. Ratepayers in these states 
will be free to choose their electrical sup­
plier. There is expected to be fierce com­
petition and rates will drop substantially. 
Most other states are developing pro­
grams patterned after the California, 
Massachusetts and Rhode Island exam­
ples.

In California, utilities are being given 
a five-year window, ending in December, 
2001, to recover their stranded costs. 
The shareholders will be responsible for 
stranded costs not recovered during this 
period. Electrical rates are being frozen 
at the 1996 level through 2001. Begin­
ning in 1998, customers’ bills will be bro­
ken into three components, a price for 
power, a charge for transmission and dis­
tribution, and a competitive transition 
charge (CTC).

Savings from cost reductions will be 
applied to the CTC, which is dedicated to 
stranded cost recovery. At the end of the 
rate freeze in 2001, the CTC disappears 
and the price of electricity will only equal 
the cost of electricity and a transmission 
and distribution charge. Once the transi­
tion ends, rates will fall by the amount of 
the CTC and whatever savings can be 
achieved by buying power cheaper than

what the utility charges to supply it. The 
average rate in 2002 can be expected to 
fall at least 30% to 35% from the current 
California average of 10.5 cents per kilo­
watt hour.

Studness again notes that if the New 
York State Public Service Commission, 
now controlled by Governor Pataki, had 
gone ahead with its ordered rate reduc­
tions, which were supposed to take effect 
this past September, ratepayers would 
have saved $55.7 million this year alone, 
or a rate reduction of 5.7%.

Linder Pataki’s directives, the PSC  
has taken a hands-off approach to 
LILCO. The PSC has ordered all other 
utilities to prepare for competition and 
develop plans similar to the California 
model.

The LIPA deal, during the first 10 
years, projects savings of 12% to 16%. 
After the first 10 years, the savings dis­
appear. To insure the funding of the 
bonds issued by LIPA, competition can­
not be allowed and Long Islanders will 
not see the 30% to 35% in rate reduc­
tions that the rest of the nation will expe­
rience.

In the PSC hearings, Suffolk County 
had requested a 10.6% rate reduction. 
Studness indicated this rate reduction did 
not come about because of Governor 
Pataki’s intervention. If the rate reduction 
had been ordered as proposed by the 
PSC, there would only be a few percent­
age savings from the LIPA deal, not 
enough to warrant LIPA going into hock 
for almost $19 billion that will become a

permanent mortgage payment for the 
ratepayers.

Studness also points out the lack of 
competition that this deal will allow for. 
The ratepayers will only be buying less 
than $2 billion in real assets while paying 
$7 billion for it.

Studness lays out a good case for 
how LILCO created the scenario for the 
bailout, while making it appear the com­
pany was a victim of its own circum­
stances. Anyone who takes the time to 
read the Studness report has to come to 
the conclusion that the proposed LIPA 
deal is the worst deal for the ratepayers 
that could be envisioned.

Studness’ economic model vividly 
points out that ratepayers, over the life of 
the deal, will pay higher rates than under 
the current scenario, with LILCO project­
ing increases on top of its rate base.

Studness takes apart LILCO’s rate 
increase assumptions, which are hypo­
thetical. The utility industry and econo­
mists who study them foresee nationwide 
rate reductions of 10% to 30% rather 
than rate increases. If the LI PA deal goes 
through, Long Island will never take part 
in rate reductions; it will become even 
less economical to do business on Long 
Island and that will result in loss of jobs 
and devalued homes.

The report is scary. The implications 
are far-reaching— they spell disaster for 
Long Island and its future. The LIPA deal 
is a political deal developed for short­
term political reasons. The deal has noth­
ing to do with fairness, economics or that 
which is good for the residents of Long 
Island.

And why not?
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Rush to Judgment
T h e  rush to  judgm ent to gain approval 

of the proposed L ILC O -LIPA  agreem ent 
continues, even though a  final decision on 

a  proposed IR S  rule change, which is vital 
to  the  proposal, has been delayed.

W h e n  th e  L IL C O -L IP A  d ea l w as  

announced on M arch 19, LIPA urged swift 

approval (by June 1) of the  deal that would  
burden L IL C O  ratepayers with a  $ 7 .6  bil­

lion debt. In return for that debt, the  high­
est bonding proposal ever in the nation, 
L IRA would get L IL C O ’s transmission and  
c * l b u t i o n  system  and  th e  troubled  

u p d a te  N ine M ile Point 2  nuclear power 
plant. LIPA would also assum e a  $4 .5  bil­
lion S h o reh am  R egulatory  A sset, and  
would gain control over the Shoreham  tax  
certiorari aw ard, which it would settle for 

$ 6 2 5  million and repay with a  surcharge  
on rates for Suffolk ratepayers. O ther cer­
tiorari suits filed by L ILC O  would also be 
dropped, LIPA claims.

LIPA trustees, by a  vote of 13 to 0, 
w ith o n e  abstention  and  one trustee  
absent, approved the  deal early  last w eek. 
T h e  next day, the L ILC O  board did the  

sam e.
Last Tuesday, G overnor Pataki issued 

a  dem and  that the Public Authorities C on ­
trol Board (PACB), m ade up of Pataki, 

S e n ate  L eader Joseph Bruno and A ssem ­
bly S p eaker Sheldon Silver, approve the  

proposal a t a  scheduled m eeting last 

W ednesday.
T h e  following day, however, Pataki 

m o ved  a w ay  from  th a t d em an d  and  

a g re e d  to d e lay  the  vote . A  Pataki 
spokesm an claim ed the  change of mind 
w as  a  m atter of “courtesy” to the assem bly  

to  allow m ore tim e to resolve questions.
T h e  truth is, S ilver trum ped Pataki’s 

dem ands by stating that if forced into a  
vote, he would vote no. A  unanim ous vote  
of the  PA C B  board m em bers is required  
for passage.

S ilver did the  right thing and w e  
applaud him for his determ ination to fully 

explore the  deal before being pushed into 

a  vote that could impact the  people of 
Long Island for the next 3 0  years.

A  jo in t A ssem bly  C o m m ittee  has  
spen d  countless  hours holding public  
hearings and exploring the proposal. That 
com m ittee, chaired by A ssem blym an Paul 
Tonko, had just held its last public hearing  

the  day  before the PACB m eeting w as  

held. T h e  com m ittee m em bers and staff 

had no chance to  fully form ulate an opin­

ion or to  prepare a  com plete report. To 

expect S ilver to have w asted the  efforts of 
that com m ittee w as ludicrous.

W h atever the  opinion and recom m en­
dations of that com m ittee m ay be, Tonko 

did a  superb job of asking the  right ques­
tions— the hard questions— which brought 
forth a  w ealth  of information that would  

otherw ise not have been forthcoming in 

the  Pataki-L I PA -L ILC O  rush to judgm ent.
New sday, in an editorial last w eek, 

claim ed: “But to date, the A ssem bly hasn't 
publicly displayed any  serious effort to  
e v a lu a te  the  plan im partially  or even  
shown much grasp of its details.,." Nothing  
could be further from  the  truth. N ew sday’s 

com m ents are  another exam ple of the

“forget about the  facts, or the  im pact on 

the  ratepayers, just approve the  deal” phi­
losophy that dom inates the rush to judg­
ment.

In an earlier PACB m eeting, Silver, 

who has expressed concerns a lx iu t the  

proposal, requested a  3 0 -d ay  delay  in vot­
ing on the proposal. Although S ilver has 

said that a  2 0 %  reduction is som ething he 

would look favorably tow ard, he has since 

voiced som e m ajor concerns about the  
viability of the projected savings in future  
years.

In an article which appeared in a  
recent issue of Bond Buyer, Silver detailed  

those concerns:
Silver said that his main concern is 

w hether the  d ea l’s prom ise to cut L IL C O ’s 

sky-higti electric rates by about 2 0%  over 
the  next 10 years will still look good at that 
point and beyond, as  electric industry 

competition advances. ‘T h e  question is,” 
he said, “w hat will Long Island look like as  
opposed to the national average— even  

the  N ew  York S tate  average— 15 years  
from  now?

“If Long Island’s rates are  cut by 18% , 
and the rest of the country is cut by 3 0  to 
4 0 % , then w e ’ve put Long Island in a  

w orse position under this deal than they  

w ere  w hen they  started.”
In that interview, S ilver said he sees  

no reason for the PACB to give even pre­
lim inary approval until the IR S  publishes  

its proposed regulations that would affect 
the  deal. T h e  IR S  in January proposed  

regulations that would force L ILC O  to rec­
ognize gain on $ 5 .2  billion of the assets it 
would transfer to LIPA under the deal. 

LIPA has repeatedly said that such a  liabil­
ity -e s t im a te d  at $ 2  billion— would kill the  
deal. Instead, S ilver said, the authority 

should w ait to seek a  private letter ruling 

from  the IR S  until the  regulations are  pub­
lished. “If the regulation isn’t out there by 
the  IR S , there  can ’t be a  final submission,” 
Silver said.

Silver also questioned the provision of 
the proposed deal under which the  Brook­
lyn Union G as  C o. (B U G ) and L ILC O —  
which are  in the process of merging— will 
continue to operate  the  transmission and  

distribution assets to  be transferred to 
LIPA, for up to 15 years. “M y concern is 

w e ’ve precluded the  possibility of com peti­

tion for that extended period,” he said.
T h e  rush to action by Pataki-LI PA- 

LILC O , according to critics of the deal, is 

prom pted by growing criticism of the  pro­

posal by econom ists and utility experts, 
and last w eek  by S tate  Com ptroller Carl 
M cCall.

T h at criticism focuses on the  project­

ed  savings and the estim ated L ILC O  rates  
they  are  based on, and  deferral of debt to 
future years to produce a  larger im m ediate  
saving to prom pt support for the proposal. 
T h e  Suffolk C o un ty  Leg is la ture  has  

approved the  holding of evidentiary hear­
ings on the proposal, which would put the  

savings estim ates and other proclaim ed  
benefits of the  deal under closer scrutiny. 
PACB approval, as  dem anded by Pataki, 
would diminish the im pact of those hear­
ings and the  $ 2 0 0 ,0 0 0  worth of consultant

reports authorized by the legislators.
The LIPA trustee who abstained on 

the deal approval last w eek, form er River- 
head Town Councilwom an Harriet Gilliam, 

did so, she said, because she believes the  
Suffolk County Legislature’s evidentiary  
hearings should be held first to allow for a  
full exposure of all the facts and future  
ramifications of the deal. W e  applaud her 
for that rational action, and her courage to 

stand above the rush to judgm ent without 
all of the facts revealed.

G overnor Pataki has apparently for­
gotten an important lesson learned by for­

m er G overnor M ario Cuom o, w hose infa­

mous agreem ent with L ILC O  C hairm an  

W illiam  Catacosinos sold the  ratepayers

out to enrich L ILCO . Pataki faces reelec­
tion next year. H e will have to  run for 
reelection based on his record, one that 
features late budgets, which he said he 

would not tolerate, and other problems. If 
Pataki thinks a  rush to judgm ent by the 
PACB will end the criticism, he is very  
wrong. Every aspect of the L ILCO -LIPA  
deal will be targeted by intense scrutiny 
betw een now and Election D ay 1998, and 

Pataki will be under fire with each n ew  crit­
ical assessm ent of the proposal.

“H aste m akes w aste” are  words P ata ­
ki should well heed. H aste  to approve the  

LILC O -LIPA  deal could well w aste  Pataki’s 
political future.

And w hy not?

We, The People
Every 20  years, the citizens of the  

State of N ew  York have an opportunity of 
convening a  constitutional convention. T h e  

purpose of this endeavor is to allow the  
people to elect delegates from their own 

ranks to review, modify and change the  
state constitution as they see fit. Th is gives 
the  people an opportunity to  address  

issues and enact the will of the people on 
matters our elected state legislators have  

been too intimidated to address, or have  

ignored for political reasons.
The question of whether to hold a  con­

stitutional convention will be on this 

N ovem ber’s ballot. If the voters signify that 
they want a  convention, delegates will be  

elected in N ovem ber 1998. A  convention 

will be convened in April of 1999.
The recom m endations of the conven­

tion, either in its entirety or as individual 

items, are then posed as ballot questions 

in the following election for approval or dis­

approval by all the voters in N ew  York 

State. This is true democracy. W h o  could 
be opposed to it?

W ell, w e have received mailings from  
som e front groups vehem ently opposing a  

constitutional convention. These  special 
interest groups like our governm ent as it is. 
T h ey  don’t want any changes. They are  
doing very well under the current rules and  

regulations.
Most of the people opposed to a  con­

stitutional convention com e from  the  

unions and other elem ents that benefit 
from the high N ew  York State  taxes and  
lack of control by the citizens. A  constitu­
tional convention is free  to look at every  

aspect of state governm ent and the consti­

tution, which is the blueprint on how the  
governm ent is to be run.

The last constitutional convention w e  

had w as a  disaster. T h e  delegates w ere  
primarily current sitting assem blym en and  
senators. The people w ere locked out of 
the process. These sam e senators and 
assem bly people have it within their power 

to change the laws any tim e they want. 
T h e  public, the citizens, do not enjoy this 

privilege.
If the delegates to the constitutional 

convention com e from grassroots N ew  
York State, they can m ake enorm ous cor­
rections in state policy. They could finally 
give N ew  York an Initiative and R eferen ­
dum m echanism for citizen petition. T hey  

could put a  cap on real estate taxes, simi­
lar to what has proven so successful in 

Massachusetts and California. T h ey  could 

m ake our environmental laws more strin­

gent and protect our quality of life. They  

could address our turnstile criminal justice 

system and a  whole host of other specifics. 
They could do the job our legislature has 

failed to do. They could even reorganize  

the legislature and m ake it into a  real peo­
ple’s government.

You will be hearing a  lot of reasons  
why you should not approve a  constitution­
al convention. Those reasons will range  
from “not enough room on the ballot” to 

“elected officials knowing better than the  
people.”

Those who oppose a  constitutional 
convention will be protecting their own  

butts because you are paying for it.
Voters, beware!
And why not?
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