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ANNUAL REPORT

of the

LONG ISLAND POWER AUTHORITY

and the

LONG ISLAND LIGHTING COMPANY d/b/a LIPA

For The 2013 Fiscal Year

As Required By Certain

Continuing Disclosure Certificates

INTRODUCTION

This Annual Report for the year ended December 31, 2013 (together with the Appendices
attached hereto, the “Annual Report”) is furnished by the Long Island Power Authority, a
corporate municipal instrumentality and political subdivision of the State of New York (the
“Authority”) and by its wholly-owned subsidiary, the Long Island Lighting Company (“LILCO”)
which does business under the name LIPA (“LIPA”), to provide the information regarding the
Authority and LIPA required by the various Continuing Disclosure Certificates described below
(the “Continuing Disclosure Certificates”).

This Annual Report is being filed to satisfy the Authority and LIPA’s undertakings under
the Continuing Disclosure Certificates executed and delivered by the Authority or LIPA relating
to the following bonds:

The Authority’s Electric System General Revenue Bonds, Series 1998A, issued on May
28, 1998.

The Authority’s Electric System General Revenue Bonds, Series 2000A, issued on May 3,
2000.

The Authority’s Electric System General Revenue Bonds, Series 2003B, issued on
April 30, 2003.

The Authority’s Electric System General Revenue Bonds, Series 2003C, issued on
May 15, 2003.

The Authority’s Electric System General Revenue Bonds, Series 2004A, issued on
August 12, 2004.

The Authority’s Electric System General Revenue Bonds, Series 2006A and Series
2006B, issued on March 21, 2006.
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The Authority’s Electric System General Revenue Bonds, Series 2006C and Series
2006D, issued on July 26, 2006.

The Authority’s Electric System General Revenue Bonds, Series 2006E, issued on
September 26, 2006.

The Authority’s Electric System General Revenue Bonds, Series 2006F, issued on
December 20, 2006.

The Authority’s Electric System General Revenue Bonds, Series 2008A, issued on
October 16, 2008.

The Authority’s Electric System General Revenue Bonds, Series 2008B, issued on
November 6, 2008.

The Authority’s Electric System General Revenue Bonds, Series 2009A, issued on
January 28, 2009.

The Authority’s Electric System General Revenue Bonds, Series 2010B, issued on May
18, 2010.

The Authority’s Electric System General Revenue Bonds, Series 2011A, issued on
September 28, 2011.

The Authority’s Electric System General Revenue Bonds, Series 2012A and Series
2012B, issued on July 16, 2012.

The Authority’s Electric System General Revenue Bonds, Series 2012C and Series
2012D, issued on June 13, 2012.

Attached to this Annual Report as Appendix A is a listing of the CUSIP* numbers of the
bonds of the Authority listed above as to which the Continuing Disclosure Certificates and this
Annual Report relate.

Certain of the information contained in this Annual Report may be in addition to that
required by the Continuing Disclosure Certificates. Pursuant to the terms of the Continuing
Disclosure Certificates, the Authority and LIPA are under no obligation to update such additional
information in the future or include it in any future annual report.
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RECENT DEVELOPMENTS

The LIPA Reform Act

In October 2012, Superstorm Sandy impacted all of LIPA’s service area, which was
declared a federal major disaster area. Following Superstorm Sandy and in response to
considerable criticism of the response and restoration efforts of LIPA and other utilities,
Governor Cuomo established a Moreland Act Commission on Utility Preparedness and Storm
Response (the “Moreland Commission”) to review and make recommendations with respect to
all New York utilities, including LIPA, and their responses to recent emergency weather events.
In response to the Moreland Commission’s findings and recommendations, the Governor
introduced legislation, which was enacted (L2013, Chapter 173) on July 29, 2013 (the “LIPA
Reform Act”).

The LIPA Reform Act was enacted in response to a number of concerns related to the
contractual and organizational relationship between the Authority and its then-current service
provider, a subsidiary of National Grid, including difficulties during storm preparation, response
and restoration of customer service; overlapping responsibilities with respect to service,
operations and management; limited accountability of its service provider and lack of oversight
and transparency in the Authority's ratemaking process. The LIPA Reform Act was intended to
bring accountability and transparency to the delivery of electricity in the service area by: (i)
authorizing the reformulation of the relationship between LIPA and PSEG-LI (defined below)
such that PSEG-LI assumes more responsibility related to operations in the service area and the
Authority’s oversight role is minimized consistent with its fiduciary, financial and related
obligations; (ii) creating a new Long-Island-based office in the Department of Public Service
(“DPS”), which is the staff arm of the New York Public Service Commission (“PSC”), to assist
with oversight of core utility operations of PSEG-LI; and (iii) authorizing the retirement of a
portion of the Authority’s outstanding debt from the proceeds of the securitization authority
bonds at lower interest rates than existing indebtedness and capping or eliminating certain
categories of payments in lieu of taxes (PILOTs), with savings passed onto ratepayers.

The LIPA Reform Act is divided into two parts.

Part A addressed a variety of matters relating to the restructuring of the Authority and
LIPA. It established a new office within DPS to review and make recommendations to the
Authority and/or PSEG-LI related to core utility functions including capital expenditures, the
methods employed by PSEG-LI for safe and adequate service and the emergency response plan
of PSEG-LI and the Authority. Part A also established a rate review process that requires that on
or before February 1, 2015, the Authority and PSEG-LI submit for review to DPS a three-year
rate proposal for rates and charges to take effect on or after January 1, 2016. The Authority’s
Board retains final rate-setting power. After the 2016-2018 period, the Authority and PSEG-LI
are only required to submit a proposed rate increase for DPS review if it would increase the rates
and charges by an amount that would increase the Authority’s annual revenues by more than
2.5%. See Note 6 of Notes to Basic Financial Statements under “Authority to Set Rates” for
additional information about the rate-setting process.

Part B of the LIPA Reform Act created the Utility Debt Securitization Authority
(“UDSA”) and authorized it to issue bonds one time to retire a portion of the Authority’s existing
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debt. It established a process through which the Authority’s Board adopted the Financing Order,
which authorized, among other things, the creation of the Restructuring Property and the
issuance of the UDSA bonds to provide funds for the purchase of the Restructuring Property
from the Authority. Restructuring Property includes the Restructuring Charge (a nonbypassable
consumption based charge) on the Authority’s customers. The UDSA bonds are not obligations
of the Authority, LIPA, PSEG-LI or any of their affiliates. See “Management’s Discussion of
Financial Condition and Consolidated Results of Operations for the year ended December 31,
2013” in Appendix B hereto under the heading “Securitization Financing Overview” for
additional information about the securitization transaction.

Superstorm Sandy and Storm Preparedness and Utility Hardening on Long Island

See Note 4 of Notes to Basic Financial Statements for the Authority’s current estimate of
restoration costs, including labor, material, equipment, travel and incidental costs, as well as
information relating to federal funding of certain permanent repair work and future mitigation
activities to strengthen the electric grid on Long Island.

Liquidity

The Authority had $295 million in its operating account and Rate Stabilization Fund as of
May 31, 2014. In addition, under the OSA (defined below), LIPA is obligated to pre-fund three
months of anticipated pass-through expenses in an operating account from which PSEG-LI will
draw funds from time to time to pay for actual pass-through expenditures incurred. As of May
31, 2014, that pre-funded operating account held $163 million. The Authority had $100 million
of bond proceeds available to fund capital spending in its Construction Fund as of May 31, 2014.
The Authority has a senior revolving credit facility that allows borrowing of up to $500 million,
of which $463 million was drawn as of May 31, 2014. The Authority also has authorization to
issue up to $300 million of commercial paper notes, none of which are outstanding as of the date
hereof. The Authority expects to issue up to $300 million of commercial paper notes by mid-
June 2014 to repay, in part, the outstanding senior credit facility as the interest rate on the
commercial paper notes is expected to be lower than that on the credit facility. In addition, the
Authority expects to receive additional grant proceeds from FEMA related to Superstorm Sandy
totaling approximately $163 million during July and August of this year, bringing the total
reimbursement related to Superstorm Sandy to $606 million (90% of the estimated damages of
$703 million, less anticipated insurance recoveries of $26 million). Given the above, the
Authority believes it will have sufficient liquidity throughout 2014 to meet its planned operating,
maintenance, and capital programs.

The Amended OSA

Following a competitive process to select a new service provider, on December 15, 2011,
the Authority’s Trustees authorized the execution of an Operations Services Agreement between
LIPA and PSEG Long Island LLC (“PSEG-LI”) to provide operations, maintenance and related
services for the T&D System beginning on January 1, 2014, as well as a two-year Transition
Services Agreement (“TSA”) between the parties that expired on December 31, 2013.
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The subsequent implementation of the LIPA Reform Act required the transfer of
substantial operational duties and obligations to PSEG-LI and greater operational flexibility for
PSEG-LI to carry out its related duties. As such, LIPA negotiated the Amended and Restated
Operations Services Agreement (the “OSA”) with PSEG-LI to address the changed relationship
between the parties in connection with the provision of electric service in LIPA’s service area.
PSEG-LI’s scope of services and LIPA’s reserved rights have been adjusted to reflect the shift in
operations, management and policy making responsibilities while enhancing LIPA’s oversight
rights. In addition, effective no later than January 1, 2015, PSEG-LI is expected assume certain
power supply management, fuel procurement and related services that are currently provided by
others. Further information about PSEG and PSEG-LI can be found at http://www.psegliny.com.
No information on that website is included herein.

Consistent with this approach, the LIPA Reform Act requires that staffing at the
Authority be kept at levels only necessary to ensure that the Authority is able to meet obligations
with respect to its bonds and notes and all applicable statutes and contracts, and to oversee the
activities of PSEG-LI. The Authority’s staff has been reduced from approximately 90 positions
to approximately 50 positions as of May 31, 2014. In addition, pursuant to the LIPA Reform Act,
on January 1, 2014 the membership of the Authority’s Board of Trustees was reduced from
fifteen to nine. The Board has also established four Committees: Contract Oversight; Finance
and Audit; Personnel and Compensation; and Governance.

The Authority’s Executive Management team includes the following: Chief Executive
Officer (John D. McMahon); Chief Financial Officer (Thomas Falcone); General Counsel and
Secretary to the Board of Trustees (Lynda Nicolino); Managing Director of Power Supply Long
Island (Rick Shansky); Managing Director of Contract Oversight (currently vacant, but John
Little is serving as Acting Managing Director of Contract Oversight until a permanent
replacement is selected). In addition, Lynda Nicolino has announced that she will be resigning
her position effective June 19, 2014. The Board of Trustees approved the appointment of Bobbi
O’Connor as Acting General Counsel, effective June 20, 2014, until a permanent replacement is
selected. Ms. O’Connor is currently Deputy General Counsel. The Authority is actively seeking
replacements for both the General Counsel and the Managing Director of Contract Oversight
positions.

General Status of Transition

The transition from National Grid to PSEG-LI has been ongoing since the execution of
the TSA. The Authority believes that the transition is currently proceeding as planned, having
experienced no major service delivery interruptions.

Certain Other Matters Relating to Transition

As a result of transition, the Authority reviewed its rights and responsibilities under its
various contracts related to both transitioning to a new management contract and new service
provider. See Note 15 of Notes to Basic Financial Statements for information relating to the
Authority’s contractual liability under the OSA pertaining to unfunded pension and other
postretirement health and life insurance benefit plans.
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OPERATING RESULTS

The operating results of the Authority and LIPA for the years ended December 31, 2013
and 2012 are contained in the audited basic financial statements included as Appendix B hereto.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

CONSOLIDATED RESULTS OF OPERATIONS FOR THE YEAR ENDED

DECEMBER 31, 2013

Management’s Discussion of Financial Condition and Consolidated Results of
Operations for the year ended December 31, 2013 is contained in Appendix B hereto and is
incorporated by reference herein.

CAPITAL IMPROVEMENT PLAN

Capital expenditures including Nine Mile Point 2 (“NMP2”) expenditures for 2013 were
approximately $360 million, and averaged approximately $285 million over the past five years.
Such expenditures included reliability enhancements, capability expansion, new customer
connections, facility replacements and public works. Capital expenditures for 2014 in the
approved budget are approximately $438 million. LIPA experienced a substantial increase in
2013 over prior year’s average spending primarily due to expenditures related to the transition to
the new operating services business model effective January 1, 2014. The continued increase in
2014 over years prior to 2013 results primarily from information technology projects related to
the transition to the new operating services business model, as well as additional reliability
project expenditures, particularly substation equipment improvements. In addition, the 2014
capital expenditure program provides for a continuation of the historical programs to maintain
reliability and quality of electric service, as well as expenditures for capability expansion, new
customer connections, facility replacements, reliability enhancements and public work projects
that were comparable to historical levels.

LIPA’s 18 percent share of capital expenditures for NMP2 during the period 2009
through 2013 averaged approximately $30 million annually for plant modifications including the
power uprate and nuclear fuel purchases, and were $32.4 million for 2013.

[Remainder of Page Intentionally Left Blank]
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SYSTEM LOADS AND RESOURCES

Historical Power and Energy Requirements

Electricity usage patterns and seasonal weather conditions in LIPA’s service area result in
maximum electrical demand during the summer season and relatively low load factors on an
annual basis. The table below shows LIPA’s peak demand and weather-normalized peak load
for the period 2009 through 2013.

Year

Peak Demand

(MW)

Weather

Normalized (MW)

2009 5,034 5,208

2010 5,719 5,303

2011 5,771 5,285

2012 5,333 5,251

2013 5,602 5,334

[Remainder of Page Intentionally Left Blank]
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The following table sets forth historical annual peak demands and energy requirements
for the period 2009 through 2013.

Historical Loads and Resources

2009 2010 2011 2012 2013

Annual Peak Demand (Summer) (MW)1 5,034 5,719 5,771 5,333 5,602

Capacity (MW)2

Nuclear3 .......................................................... 206 206 225 224 224
Purchased Capacity:

GENCO
Steam4 ................................................... 2,707 2,707 2,699 2,354 2,366
Other4 .................................................... 1,371 1,367 1,311 1,313 1,313

Other Purchased Capacity5 ................................ 1,618 2,055 2,092 2,104 2,111

Total Purchased Capacity ...................... 5,696 6,128 6,102 5,771 5,790

Total Capacity.................................................... 5,902 6,334 6,327 5,995 6,014

Annual Reserve Margin:
MW6 ......................................................... 868 615 556 662 412
Percent ....................................................... 17.2% 10.8% 9.6% 12.4% 7.4%

Energy (MWh)
Retail Requirements……………………
Sales for Resale………………………...

20,727,286 21,806,827 21,583,426 21,312,015 21,345,713

Total Energy Requirements7 20,727,286 21,806,828 21,583,426 21,312,015 21,345,713

Generating Resources:
Nuclear3 .................................................... 1,785,593 1,590,821 1,707,140 1,470,928 1,954,492
Purchased Energy:

GENCO
Steam................................................. 4,900,602 5,883,018 5,472,453 5,002,617 4,564,959
Other ................................................. 192,397 234,331 189,461 256,264 258,540

Other Purchased Energy5 ...................... 13,848,694 14,098,658 14,214,372 14,582,206 14,567,722

Total Purchased Energy......................... 18,941,693 20,216,007 19,876,286 19,841,087 19,391,221

Total Energy .............................................. 20,727,286 21,806,828 21,583,426 21,312,015 21,345,713

________________
1 Includes LIPA retail sales and Long Island Choice. BNL Hydro excluded.
2 Summer Rating.
3 LIPA’s 18 percent share of NMP2.
4 Values from National Grid.
5 Includes on- and off-Island resources under contract at time of peak.
6 Equal to Capacity less Demand.
7 Amounts shown for 2009 through 2013 include sales for resale, Power for Jobs (program ended June 2012), Long Island Choice and Grumman

Campus; BNL Hydro included beginning 2011.

Existing Power Supply Resources

The table shown above sets forth the historical annual contribution of the National Grid
Generation LLC (“GENCO”) facilities, the NMP2 facility (“Nuclear”), and Independent Power
Producers on Long Island and elsewhere. Combined, these resources were able to provide the
service area’s capacity and energy requirements during the 2009 through 2013 period. The table
below provides additional information on the historical operating performance of the GENCO
facilities. See below under “Certain Additions to Power Supply Resources” for a description of
the Authority’s plan for meeting its future electric system needs.
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Historical GENCO Generation

(GWH)

Calendar Year

Generating Facility1 2009 2010 2011 2012 2013

Steam Turbine:
E.F. Barrett 1,2................................ 916 1,081 971 1,011 1,025
Far Rockaway 4 .............................. 101 190 344 151 (0)
Glenwood 4,5 .................................. 65 152 270 151 (0)
Northport 1-4................................... 3,263 4,030 3,470 3,301 3,194
Port Jefferson 3,4 ............................ 556 430 418 389 346

Total Steam Turbine............... 4,901 5,883 5,472 5,003 4,565
Combustion Turbine:

E.F. Barrett 1-12 ............................. 78 68 93 136 129
Wading River .................................. 45 65 35 53 43
East Hampton 1............................... 13 13 8 7 7
Glenwood 1-3.................................. 1 2 1 4 3
Holtsville 1-10................................. 46 75 42 51 66
Northport GT................................... (0) (0) 0 0 0
Port Jefferson GT............................ 0 - 0 (0) 0
Shoreham 1-2 .................................. 1 3 1 1 3
Southampton 1 ................................ 2 3 2 0 2
Southhold 1 ..................................... 2 2 1 1 2
West Babylon 4............................... 0 1 4 2 2

Total Combustion Turbine2 ... 188 231 187 255 257
Internal Combustion:

East Hampton 2-4 ........................... 2 2 1 1 2
Montauk 2-4.................................... 3 2 1 1 0

Total Internal Combustion ..... 5 4 2 2 2

Total ......................................................... 5,094 6,117 5,662 5,260 4,823

1 Source: National Grid.
2 The Output of some units is too small to show, but is included in the Totals.

The following table sets forth for each calendar year 2009 through 2013 the actual
generation attributable to LIPA’s 18% ownership interest in NMP2.

NMP2 Energy Generation

2009 2010 2011 2012 2013

Energy (GWh) 1,786 1,591 1,707 1,471 1,954

[Remainder of Page Intentionally Left Blank]
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The two tables below: (i) contain a summary of existing power supply agreements
(excluding the Power Supply Agreement with GENCO) and (ii) show for each calendar year
2009 through 2013 the energy output from such agreements.

Summary of Power Supply Agreements
(1)

(Excluding GENCO)

Unit Name

Summer

Capacity

(MW)

Contract

Expiration Unit Type(2)

Primary Fuel

Type

NYPA Flynn ................................................................................ 134.4 2014 CC Natural Gas(3)

Trigen NDEC Combined Cycle ................................................. 45.6 2016 CC Natural Gas(3)

Huntington Resource Recovery.................................................. 24.3 2017 ST Refuse
Babylon Resource Recovery ...................................................... 14.1 2017 ST Refuse
Hempstead Resource Recovery.................................................. 72.3 2017 ST Refuse
Islip Resource Recovery ............................................................. 8.9 2017 ST Refuse
J-Power Shoreham ...................................................................... 86.8 2017 SC Oil(4)

KeySpan Glenwood Landing ..................................................... 79.9 2027 SC Natural Gas(3,4)

KeySpan Port Jefferson............................................................... 79.9 2027 SC Natural Gas(3,4)

NextEra Bayswater...................................................................... 79.9 2020 SC Natural Gas(4)

NextEra Jamaica Bay.................................................................. 54.3 2018 SC Oil(4)

J-Power Edgewood...................................................................... 91.5 2018 SC Natural Gas(4)

Bear Swamp................................................................................. 100.0(5) 2021 PS/Hydro Water
Marcus Hook ............................................................................... 685.0(6) 2030 CC Natural Gas
Calpine Bethpage 3 ..................................................................... 77.1 2025 CC Natural Gas(4)

Hawkeye Greenport .................................................................... 52.5 2018 SC Oil(4)

J-Power Equus ............................................................................ 48.9 2017 SC Natural Gas(3,4)

J-Power Pinelawn ....................................................................... 77.6 2025 CC Natural Gas(3,4)

Caithness...................................................................................... 309.6(7) 2029 CC Natural Gas(3,4)

Village of Freeport ...................................................................... 10.0 2034 SC Natural Gas
Gilboa........................................................................................... 50.0 2015 PS Water
NYPA Hydro Sale for Resale (BNL)......................................... 15.0 2020 HY Water
Long Island Solar Farm (LISF) .................................................. 31.5(1a) 2031 SL Solar
Eastern Long Island Solar Project (ELISP) .............................. 11.2(1a) (8) 2032 SL Solar
Fitzpatrick .................................................................................... N/A(9) 2014 ST Nuclear
SUNY Stony Brook..................................................................... N/A(9) 2015 SC Natural Gas
Brookfield .................................................................................... N/A(9) 2019 HY Water
PPL Energy Plus.......................................................................... N/A(9) 2019 IC Landfill/Methane

(1) Summer capacity based upon summer 2013 DMNC test results
(a) LISF and ELISP are nominal capacity values.

(2) CC = Combined Cycle; ST = Steam; Cogen = Cogeneration; IC = Internal Combustion; SC = Simple Cycle; PS = Pumped Storage; HY = Hydro;
PV = Photovoltaic; SL = Solar.

(3) Also capable of burning oil.
(4) LIPA is responsible for fuel procurement.
(5) Reflects Unforced capacity (UCAP) stated in contract beginning June 2010.
(6) Capacity only contract. No energy purchase.
(7) LIPA agreement to purchase 286 MW of the total capacity.
(8) Projected Capacity. ELSIP reached commercial operation on January 1, 2013.
(9) Energy only contract.

[Remainder of Page Intentionally Left Blank]
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Energy Output of Power Supply Agreements
(1)

(GWH)

Calendar Year

Type of Resource 2009 2010 2011 2012 2013

Independent Power Producers
NYPA Flynn.................................... 1,228 958 1,061 1,223 1,208
Other Power Supply Agreements 1,725 3,069 3,176 3,565 3,758

Other(2) ............................................. 1,544 1,772 1,616 1,794 1,889

Subtotal IPPs ................................... 4,497 5,800 5,853 6,582 6,854

Entergy Fitzpatrick (off-Island).............. 1,237 1,068 1,225 1,219 1,223

Off-Island Purchases(3) ............................ 6,424 5,634 5,627 5,291 5,059

Other Purchases(4).................................... 1,690 1,597 1,509 1,490 1,432

Total Purchases........................................ 13,849 14,099 14,214 14,582 14,568

1 Source: National Grid
2 Includes energy produced by all other on-Island plants.
3 Energy purchases made on the spot market, net of sales on the spot market, plus bi-lateral purchases.
4 Reflects Power for Jobs and Long Island Choice programs.

Certain Additions to Power Supply Resources

In February 2010, LIPA’s Board of Trustees approved its Electric Resource Plan for the
period 2010-2020. The Electric Resource Plan is intended to provide a blueprint for Long
Island’s electric energy future and factors in changes in the energy market and technology since
the last plan was prepared. The development of new base-load central station electric generation
is only part of the Authority’s strategy to meet the future electricity needs on Long Island in a
cost-effective and environmentally sound manner. The Electric Resource Plan looks at various
resource alternatives including, among others, energy efficiency, renewable energy resources,
and repowering alternatives.

The Authority’s plan includes:

 In 2009 LIPA initiated a $924 million, 10-year energy efficiency program, Efficiency
Long Island (“ELI”), which is designed to reduce demand by 500 MW. ELI, in
combination with the Authority’s Renewable Energy programs, has provided total
cumulative demand savings of 222 MW through December 31, 2013, which is modestly
ahead of program goals.

 The Authority issued a request for proposals in August 2010 to provide the Authority
with electric capacity, energy and ancillary services of up to 2,500 MW from new
generation and/or transmission resources both on-Island and off-Island to be installed
during the 2016 to 2018 time period. Following a review process and negotiations,
management announced the selection of the Caithness II project for several reasons
including cost, size and generally acceptable contract terms and conditions. The
Caithness II project is a 716 MW combined cycle plant to be located adjacent to the
Caithness Long Island Energy Center that commenced operation in 2009. The Authority



12

expects to complete negotiations related to the Caithness II project by December 2014
and the project is planned to be operational by May 2018.

 The Authority built upon its launch of New York State’s first feed-in tariff for solar
energy (Clean Solar Initiative I or CSI I) by approving Clean Solar Initiative II (CSI II),
which is designed to bring online an additional 100 MW of solar energy from 76 projects
through 20-year PPAs.

 In addition, the 4-month application period has opened for the new Clean Renewable
Energy Initiative, by which the Authority seeks to purchase certain renewable generating
technologies that are eligible for the New York State Renewable Portfolio Standard,
including wind, biomass, hydroelectric, landfill gas, and fuel cells.

 The 280 MW Renewable RFP was issued in October 2013 for additional renewable
energy resources to be in-service by 2018. Proposals received by LIPA on March 31,
2014 included solar, wind and fuel cell projects throughout the service area. Responses to
the Renewable RFP are currently being reviewed with a December 2014 target for project
selection.

 The Generation, Storage and Demand Response (GS&DR) RFP was issued in October
2013 to replace old, inefficient, and obsolete peaking units on the system with more
efficient, modern, cleaner peaking units, and to add energy storage and demand response
resources to obviate the need for new fossil generation or delay or forgo significant new
investment in transmission and distribution infrastructure. Proposals received by LIPA on
March 31, 2014 included gas turbine, diesel generator and battery storage projects
throughout the service area. Responses to the GS&DR RFP are currently being reviewed
with a December 2014 target for project selection.

RATES AND CHARGES

The statute which created the Authority requires that any bond resolution of the Authority
contain a covenant that it will at all times maintain rates, fees or charges sufficient to pay the
costs of operation and maintenance of facilities owned or operated by the Authority; payments in
lieu of taxes; renewals, replacements and capital additions; the principal of and interest on any
obligations issued pursuant to such resolution as the same become due and payable; and to
establish or maintain any reserves or other funds or accounts required or established by or
pursuant to the terms of such resolution.

Authority to Set Electric Rates

The Authority is empowered to set rates for electric service in the service area without
being required by law to obtain the approval of the PSC, DPS or any other State regulatory body.
However, the Authority agreed, in connection with the approval of the LIPA/LILCO Merger by
the PACB in 1997, that it would not impose any permanent increase, nor extend or reestablish
any portion of a temporary rate increase, in average customer rates over a 12-month period in
excess of 2.5% without approval of the PSC, following a full evidentiary hearing. Under the
LIPA Reform Act, that PACB condition has been superseded by the rate-setting process
described above under “RECENT DEVELOPMENTS - The LIPA Reform Act,” which provides
for DPS review of the 2016-2018 rate proposal, as well as any future rate proposal that leads to
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aggregate revenues of the Authority to increase by more than 2.5% on an annual basis. As
described above, however, the Authority’s Board retains final rate-setting approval authority.

Restructuring Charges related to the securitization financing and any adjustments thereto
are not subject to the above-described DPS review. In addition, the Restructuring Charges are not
subject to the lien of the General Resolution or the Subordinated General Resolution.

Rate Tariffs and Adjustments

LIPA’s base retail electric rates generally reflect traditional rate designs and include fixed
customer charges for all customer classes, seasonal energy rates for all customer classes except
street lighting, and seasonally differentiated demand charges for non-residential customer classes
(greater than seven kW). Economic development and load retention incentives are provided to a
small number of commercial customers. Miscellaneous service charges, pole attachment charges,
and rental rates are also assessed on a monthly basis. In addition to the base delivery service
charges, the Authority’s charges include a Power Supply Charge (referenced in the Tariff as the
FPPCA), a PILOT payments recovery rider, a rider providing for the recovery of the Suffolk
Property Tax Settlement, an Energy Efficiency and Renewable Resource Charge to recover the
costs of LIPA’s customer-side programs and the New York State Assessment Charge to recover
the cost of the Temporary State Energy and Utility Conservation Assessment (Public Service
Law Section 18-a). Effective March 1, 2011, the Board of Trustees approved a 0.5% increase to
the Energy Efficiency and Renewable Resource Charge. Effective March 1, 2011, the Board of
Trustees approved an increase to the base rates for delivery service. The increase in the delivery
service charge caused an average customer bill to increase approximately 1.9% to 2.2% overall
for most rate classes. This was the first time since LIPA acquired the transmission and
distribution system in 1998 and established the Tariff that LIPA implemented an increase in its
base rates for delivery service. Effective April 1, 2012, the Board of Trustees approved an
increase to the base rates for delivery service, which caused an increase to the average residential
customer’s bill of approximately 1.8%. Effective April 2014, the Board of Trustees approved a
revenue-neutral rate shift as part of an overall rate freeze on the delivery rates that transferred
recovery of certain components of the Efficiency and Renewables Charge and the New York
State Assessment Charge to the base rates for delivery service.

Over the past few years, LIPA has regularly modified the FPPCA in response to changes
in fuel and purchased power prices. Prior to 2011, those changes were limited to a few times per
year. In 2011 and 2012, the need to change the FPPCA was evaluated quarterly. In October
2012, the FPPCA tariff was modified to allow for 100% recovery of LIPA’s power supply costs
and to transition from a quarterly update process to a monthly basis. Prior to this modification,
should LIPA’s fuel and purchased power expense change such that the Authority would exceed
or fail to meet a Board approved financial target, the FPPCA would be reduced or increased
accordingly. In no event, however, did the Authority recover an amount that exceeded its fuel
and purchased power costs incurred. With the new modification, fuel and purchased power cost
recovery will no longer be limited to achieving a targeted reserve in net income of $75 million
and purchased power expenses are fully recovered from customers within approximately two
months of the costs being recognized by LIPA.
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PILOTs

The Act also requires the Authority to make payments in lieu of taxes, i.e., PILOTs, to
municipalities and school districts equal to the property taxes that would have been received by
each such jurisdiction from LILCO if the acquisition by the Authority had not occurred, and to
make PILOTs for certain State taxes (including gross receipts taxes) and local taxes (including
temporary transit station maintenance surcharges charged by the Metropolitan Transportation
Authority of New York) which would otherwise have been imposed on LILCO. The PILOT
payments recovery rider allows the Authority to recover PILOTs representing these gross
receipts taxes and surcharges. All other PILOTs are recovered in the Authority’s base rates or
through the FPPCA for certain PILOTs related to power generation stations under power supply
agreements. Part A of the LIPA Reform Act eliminated the payments in lieu of the state
franchise tax paid by LIPA annually in the amount of $26 million (in 2012) and, beginning in
2015, limits the increase in PILOTs assessed by municipalities to no more than 2% per year
which is significantly less than the recent rate of growth of property based PILOTs which has
been approximately 6% over the past 10 years and approximately 9.5% over the past four years.

BILLING AND COLLECTIONS

At December 31, 2013, the Authority served approximately 1.1 million customers in its
service area. For the 12-month periods ended December 31, 2009, December 31, 2010
December 31, 2011, December 31, 2012 and December 31, 2013, the 12-month write-off rates
for uncollectible accounts were 0.77% 0.71 %, 0.68%, 0.57% and 0.55%, respectively.

LITIGATION

LIPA is involved in numerous actions arising from the ordinary conduct of its business
both prior to and subsequent to the LIPA/LILCO Merger including environmental claims
brought by governments and individual plaintiffs alleging that LIPA is responsible for all or a
portion of the clean-up costs or personal injuries or damages as a result of the alleged use, release
or deposit of hazardous substances, including asbestos. While LIPA cannot presently predict the
costs of such pending claims, or additional similar claims which may arise in the future, LIPA
believes that such litigation, in the aggregate, will not have a material adverse impact on the
business or the affairs of the Authority or LIPA. See the Authority’s Consolidated Financial
Statements for the years ended December 31, 2013 and 2012, Note 14 for a description of certain
litigation in which LIPA is involved.
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APPENDIX A

List of CUSIP
*

Numbers

Series CUSIP

Maturity/

Mandatory

Purchase

Coupon or

Yield Serial/Term

Electric System General Revenue Bonds

Capital Appreciation Bonds

1998A 542690CA8 12/1/2016 5.250% CABs
1998A 542690CB6 12/1/2017 5.280% CABs
1998A 542690CC4 12/1/2018 5.280% CABs
1998A 542690CD2 12/1/2019 5.280% CABs
1998A 542690CE0 12/1/2020 5.300% CABs
1998A 542690CF7 12/1/2021 5.300% CABs
1998A 542690CG5 12/1/2022 5.300% CABs
1998A 542690CH3 12/1/2023 5.300% CABs
1998A 542690CJ9 12/1/2024 5.300% CABs
1998A 542690CK6 12/1/2025 5.300% CABs
1998A 542690CL4 12/1/2026 5.300% CABs
1998A 542690CM2 12/1/2027 5.300% CABs
1998A 542690CN0 12/1/2028 5.300% CABs

Capital Appreciation Bonds

2000A 542690NM0 6/1/2014 5.600% CABs
2000A 542690NN8 6/1/2015 5.670% CABs
2000A 542690NP3 6/1/2016 5.720% CABs
2000A 542690NQ1 6/1/2017 5.770% CABs
2000A 542690NR9 6/1/2018 5.810% CABs
2000A 542690NS7 6/1/2019 5.830% CABs
2000A 542690NT5 6/1/2020 5.860% CABs
2000A 542690NU2 6/1/2021 5.880% CABs
2000A 542690NV0 6/1/2022 5.900% CABs
2000A 542690NW8 6/1/2023 5.910% CABs
2000A 542690NX6 6/1/2024 5.920% CABs
2000A 542690NY4 6/1/2025 5.930% CABs
2000A 542690NZ1 6/1/2026 5.940% CABs
2000A 542690PA4 6/1/2027 5.950% CABs
2000A 542690PB2 6/1/2028 5.950% CABs
2000A 542690PC0 6/1/2029 5.950% CABs

Current Interest Bonds

2003B 542690TZ5 12/1/2014 5.250% Serial

Current Interest Bonds

2003C 542690UY6 9/1/2029 5.250% Term
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Series CUSIP

Maturity/

Mandatory

Purchase

Coupon or

Yield Serial/Term

Current Interest Bonds

2004A 5426902T8 9/1/2034 5.000% Term

Current Interest Bonds

2006A 542690XP2 12/1/2016 4.000% Serial
2006A 542690XQ0 12/1/2016 5.000% Serial
2006A 542690XR8 12/1/2016 4.250% Serial
2006A 542690XT4 12/1/2020 4.125% Serial
2006A 542690XV9 12/1/2023 5.000% Serial
2006A 542690XW7 12/1/2024 4.500% Serial
2006A 542690XX5 12/1/2024 5.000% Serial
2006A 542690XY3 12/1/2025 5.000% Serial
2006A 542690XZ0 12/1/2026 4.250% Serial
2006A 542690YA4 12/1/2026 5.000% Serial

Current Interest Bonds

2006B 542690YB2 12/1/2035 4.500% Serial
2006B 542690YC0 12/1/2035 5.000% Term

Current Interest Bonds

2006C 542690ZA3 9/1/2035 5.000% Term

Current Interest Bonds

2006D 5426902V3 9/1/2014 5.000% Serial
2006D 542690ZM7 9/1/2014 4.125% Serial
2006D 542690ZN5 9/1/2015 Variable Serial
2006D 542690ZP0 9/1/2017 5.000% Serial
2006D 542690ZQ8 9/1/2020 5.000% Serial
2006D 542690ZR6 9/1/2021 5.000% Serial
2006D 542690ZS4 9/1/2022 4.500% Serial
2006D 542690ZT2 9/1/2023 5.000% Serial
2006D 542690ZU9 9/1/2025 5.000% Serial

Current Interest Bonds

2006E 542690A51 12/1/2017 5.000% Serial
2006E 542690A44 12/1/2017 5.000% Serial
2006E 542690A69 12/1/2018 5.000% Serial
2006E 542690A85 12/1/2018 4.000% Serial
2006E 542690A77 12/1/2018 5.000% Serial
2006E 542690A93 12/1/2020 5.000% Serial
2006E 542690B27 12/1/2021 5.000% Serial
2006E 542690B35 12/1/2021 5.000% Serial
2006E 542690B50 12/1/2022 5.000% Serial
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Series CUSIP

Maturity/

Mandatory

Purchase

Coupon or

Yield Serial/Term

2006E 542690B68 12/1/2022 4.125% Serial
2006E 542690B43 12/1/2022 5.000% Serial

Current Interest Bonds

2006F 5426902X9 5/1/2015 5.000% Serial
2006F 542690C91 5/1/2016 4.000% Serial
2006F 542690D25 5/1/2016 5.000% Serial
2006F 542690D33 5/1/2017 5.000% Serial
2006F 542690D41 5/1/2018 5.000% Serial
2006F 542690D58 5/1/2019 5.000% Serial
2006F 542690D66 5/1/2020 4.000% Serial
2006F 542690D74 5/1/2021 4.000% Serial
2006F 542690D90 5/1/2028 4.250% Serial
2006F 542690D82 5/1/2028 4.500% Serial
2006F 542690E24 5/1/2033 4.250% Term

Current Interest Bonds

2008A 542690N32 5/1/2033 5.500% Term
2008A 542690N40 5/1/2033 6.000% Term

Current Interest Bonds

2008B 542690Q54 4/1/2019 5.250% Serial
2008B 542690Q62 4/1/2020 5.375% Serial
2008B 542690Q70 4/1/2021 5.500% Serial
2008B 542690Q88 4/1/2022 5.500% Serial
2008B 542690Q96 4/1/2023 5.625% Serial
2008B 542690R20 4/1/2024 5.625% Serial
2008B 542690R38 4/1/2025 5.750% Serial
2008B 542690R46 4/1/2033 5.750% Term

Current Interest Bonds

2009A 542690S78 4/1/2016 3.500% Serial
2009A 542690S86 4/1/2017 5.000% Serial
2009A 542690S94 4/1/2018 5.000% Serial
2009A 542690T28 4/1/2019 5.000% Serial
2009A 542690T36 4/1/2020 4.500% Serial
2009A 542690T44 4/1/2020 5.250% Serial
2009A 542690T51 4/1/2021 5.250% Serial
2009A 542690T69 4/1/2022 5.500% Serial
2009A 542690T77 4/1/2023 5.000% Serial
2009A 542690T85 4/1/2024 5.500% Serial
2009A 542690T93 4/1/2030 5.700% Serial
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Series CUSIP

Maturity/

Mandatory

Purchase

Coupon or

Yield Serial/Term

2009A 542690U34 4/1/2039 5.750% Serial
2009A 542690U26 4/1/2033 6.250% Term

(Federally Taxable - Issuer

Subsidy - Build America

Bonds) Current Interest

Bonds

2010B 542690W32 5/1/2020 4.850% Serial
2010B 542690W40 5/1/2021 5.100% Serial
2010B 542690W57 5/1/2022 5.250% Serial
2010B 542690W65 5/1/2024 5.450% Serial
2010B 542690W73 5/1/2025 5.600% Serial
2010B 542690W81 5/1/2026 5.700% Serial
2010B 542690W99 5/1/2041 5.850% Serial

Current Interest Bonds

2011A 542690X31 5/1/2016 5.000% Serial
2011A 542690X49 5/1/2017 4.000% Serial
2011A 542690X98 5/1/2017 5.000% Serial
2011A 542690X56 5/1/2018 4.000% Serial
2011A 542690Y22 5/1/2018 5.000% Serial
2011A 542690X64 5/1/2019 5.000% Serial
2011A 542690X72 5/1/2020 5.000% Serial
2011A 542690X80 5/1/2021 5.000% Serial
2011A 542690Y30 5/1/2036 5.000% Serial
2011A 542690Y48 5/1/2038 5.000% Term

Current Interest Bonds

2012A 542690Z70 9/1/2037 5.000% Term
2012A 542690Z62 9/1/2042 5.000% Term

Current Interest Bonds

2012B 542690Z96 9/1/2014 3.000% Serial
2012B 5426902A9 9/1/2015 4.000% Serial
2012B 5426902B7 9/1/2016 5.000% Serial
2012B 5426902C5 9/1/2021 5.000% Serial
2012B 5426902D3 9/1/2022 5.000% Serial
2012B 5426902E1 9/1/2023 5.000% Serial
2012B 5426902F8 9/1/2024 5.000% Serial
2012B 5426902G6 9/1/2025 5.000% Serial
2012B 5426902H4 9/1/2026 5.000% Serial
2012B 5426902J0 9/1/2027 5.000% Serial
2012B 5426902K7 9/1/2029 5.000% Serial
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Series CUSIP

Maturity/

Mandatory

Purchase

Coupon or

Yield Serial/Term

Current Interest Bonds

2012C 542690Z47 5/1/2033 Variable Term

Current Interest Bonds

2012D 542690Z21 12/1/2029 Variable Term
__________________
* CUSIP numbers have been assigned by an organization not affiliated with the Authority
and are included solely for the convenience of the holders of the Authority’s bonds. The
Authority is not responsible for the selection or uses of these CUSIP numbers, nor is any
representation made as to the correctness of the CUSIP numbers as indicated in this Appendix A.
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Audited Basic Financial Statements






















































































































































