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PSEG Long Island LLC 

111 Eighth Avenue, 13th Floor 

New York, NY 10011 

 

December 31, 2013 

 

 

Mr. John D. McMahon 

Chief Operating Officer 

Long Island Lighting Company d/b/a LIPA 

333 Earle Ovington Boulevard, Suite 403 

Uniondale, NY 11553 

 

Dear Mr. McMahon: 

 

Reference is made to the Amended and Restated Operations Services Agreement 

dated as of the date hereof (the “Amended and Restated OSA”), between the Long Island 

Lighting Company d/b/a LIPA (“LIPA”) and PSEG Long Island LLC (the “Service 

Provider” and, together with LIPA, the “Parties”).  Capitalized terms used but not defined 

in this letter agreement shall have the meanings defined in the Amended and Restated 

OSA unless otherwise indicated.  Section references herein shall be to Sections of the 

Amended and Restated OSA.  Section 2.2(A)(2) provides that a condition precedent to 

the effectiveness of the Amended and Restated OSA is the “approval by the LIPA Board 

of Trustees of an agreement by the Service Provider to the Operating Budgets and Capital 

Budgets for 2014 and 2015.”  The purpose of this letter is to memorialize the agreement 

reached between LIPA and the Service Provider with respect to this condition precedent 

and the 2015 Consolidated LIPA Budget. 

This letter agreement confirms that LIPA and the Service Provider have agreed to 

the following: 

1. The Parties hereby confirm the satisfaction of the condition precedent set forth in 

Section 2.2(A)(2) with respect to the Operating Budget for 2014 and the Capital 

Budgets for 2014 and 2015.  

2. The Parties hereby waive the condition precedent set forth in Section 2.2(A)(2) 

with respect to the Operating Budget for 2015 and agree to the following:  

A. the Consolidated LIPA Budget for 2015 shall be prepared and agreed upon 

by the Parties in 2014 in accordance with the requirements set forth in 

Section 5.2(B)(3) and applicable to Budgets for the Contract Years 

starting with Contract Year 2019, other than the dispute resolution 
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provisions set forth in the last sentence of Section 5.2(B)(3) and Section 

8.6, which shall not apply; 

B. (i) the 2015 Consolidated LIPA Budget and any subsequent proposed 

amendment thereto and (ii) any proposed reduction to the 2015 Capital 

Budget approved by LIPA on November 26, 2013 (the “approved 2015 

Capital Budget”) or to the 2014 Consolidated LIPA Budget approved by 

LIPA on November 26, 2013 (the “approved 2014 Consolidated LIPA 

Budget”) shall be subject, in each case, to mutual agreement by the Parties 

and any disagreement between the Parties relating thereto shall not be 

subject to dispute resolution under Section 8.6 or other provision of the 

Amended and Restated OSA; and 

C. if the 2015 Consolidated LIPA Budget is not agreed upon by the Parties 

by the beginning of the 2015 Contract Year, unless and until the 2015 

Consolidated LIPA Budget is approved by mutual agreement of the Parties 

subject to paragraph B above, the “Default Budget” applicable to the 2015 

Contract Year pursuant to Section 5.2(B)(6) shall be the proposed 2015 

Consolidated LIPA Budget, consisting of the approved 2015 Capital 

Budget (as amended by the Parties subject to paragraph B above) and the 

proposed 2015 Operating Budget submitted to LIPA by the Service 

Provider on November 7, 2013 and attached hereto as Appendix A, as 

adjusted for inflation.   

3. The Parties hereby confirm that Substantial Completion of the Front End 

Transition Plan as defined under the Transition Services Agreement has been 

achieved.   

4. The Amended and Restated OSA shall continue in full force and effect subject to 

the above waiver and agreement and nothing in this letter agreement shall be 

construed as a consent to approval of any modification or amendment to, or any 

other waiver of, any provision of the Amended and Restated OSA.   

 

[Signature Page Follows] 
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PROPOSED 2015 OPERATING BUDGET 
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2014 Proposed and 2015 Preliminary Operating Budget   

To tal PSEG-LI Operatin g Expen ses
(Tho us an ds  o f Do llars )

% Chg. % Chg. 

From From

2012 Pro po sed Approved Pre lim in ary Proposed

Actual Approved Projected
 (a)

20 14 2013 20 15 2014

Transmission & Distribution -$                      -$                      -$                      154,943$                   # DIV/ 0! 133,754$                   (13.7%)

Customer Services -                        -                        -                        100 ,112                     # DIV/ 0! 104,407                     4.3%

Business Services -                        -                        -                        146,491                     # DIV/ 0! 119,183                      (18.6%)

Management Fee -                        -                        -                        44,500                      # DIV/ 0! 45,000                      1.1%

To tal PSEG-LI Ope ratin g Expe n se s -$                         -$                         -$                         4 4 6 ,0 4 6$               # DIV/ 0 ! 4 0 2 ,34 4$               (9 .8 %)

Natio n al Grid Man age m e n t Se rvice s  Agre e m e n t 275,152           304,292          

2013
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2014 Proposed and 2015 Preliminary Operating Budget

PSEG-LI - Tran sm is s io n  & Dis tribu tio n
(Th o u s an ds  o f Do llars )

% Chg. % Chg. 

From From

2012 Pro po s ed Approved Pre lim in ary Proposed

Actual Approved Projected
 (a)

20 14 2013 20 15 2014

Asset Management -$                       -$                       -$                       22,570$                     # VALUE! 23,049$                     2.1%

Overhead /  Underground -                         -                         -                         18,020                        # VALUE! 19,066                        5.8%

T&D Operations -                         -                         -                         35,241                        # VALUE! 37,491                        6.4%

Projects & Construction -                         -                         -                         43,084                       # VALUE! 18,788                        (56.4%)

Substation /  Protective /  Telecom -                         -                         -                         32,180                        # VALUE! 31,233                        (2.9%)

T&D Services -                         -                         -                         3,848                          # VALUE! 4,127                           7.3%

To tal Tran sm iss io n  & Dis tribu tio n  Ope ratin g 

Expe n se s
-$                         -$                         -$                         

154 ,9 4 3$                
# VALUE!

133 ,754$                 (13.7%)

Note: (a) Reflects $20M decrease in vegetation management

2013
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2014 Proposed and 2015 Preliminary Operating Budget

% Chg. % Chg. 

From From

2012 Pro po s ed Approved Pre lim in ary Proposed

Actual Approved Projected
 (a)

20 14 2013 20 15 2014

Revenue Operations -$                       -$                       -$                       20 ,618$                     # VALUE! 21,576$                      4.7%

Meter Services -                         -                         -                         30 ,837                        # VALUE! 32,165                        4.3%

Customer Contact and Billing -                         -                         -                         31,962                        # VALUE! 33,491                        4.8%

Customer Experience and Utility Marketing -                         -                         -                         16,696                        # VALUE! 17,175                         2.9%

To tal Cu sto m e r Se rvice s  Ope ratin g Expe n se s -$                         -$                         -$                         
10 0 ,112$                 # VALUE! 10 4 ,4 0 7$                

4 .3%

2013

PSEG-LI - Cu s to m e r Service s
(Th o u s an ds  o f Do llars )
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2014 Proposed and 2015 Preliminary Operating Budget

PSEG-LI - Bus in es s  Service s
(Th o u s an ds  o f Do llars )

% Chg. % Chg. 

From From

2012 Pro po s ed Approved Pre lim in ary Proposed

Actual Approved Projected
 (a)

20 14 2013 20 15 2014

Business Performance Excellence -$                       -$                       3,574$                         # VALUE! 3,785$                        5.9%

Communications & Public Affairs -                         -                         2,553                          # VALUE! 2,688                          5.3%

Finance & Accounting -                         -                         32,141                         # VALUE! 31,532                        (1.9%)

Human Resources -                         -                         7,491                           # VALUE! 7,848                          4.8%

Information Management -                         -                         55,173                         # VALUE! 51,137                         (7.3%)

Procurement -                         -                         5,317                           # VALUE! 5,469                          2.9%

Legal -                         -                         -                         16,569                        # VALUE! 17,276                         4.3%

Records 1,164                           # VALUE! 1,220                          4.8%

Internal Audit -                         -                         -                         2,160                          # VALUE! 2,316                           7.2%

NMP-2 Oversight 516                              # VALUE! 553                              7.2%

Facilities Management -                         -                         -                         26,221                        # VALUE! 26,474                        1.0%

Security -                         -                         -                         4,769                          # VALUE! 5,349                          12.1%

Capitalized A&G (11,158)                        (11,465)                       2.8%

Recapture Synergies -                                   (25,000)                      

To tal Bu s in e ss  Se rvice s  Ope ratin g Expe n se s -$                         -$                         -$                         14 6 ,4 9 1$                 # VALUE! 119 ,18 3$                 (18 .6 %)

2013



2014 Proposed and 2015 Preiminary Operating Budget

% Chg. % Chg. 

From From

2012 Pro po sed Approved Pre lim in ary Proposed

Actual Approved Projected
 (a)

2 0 14 2013 2 0 15 2014

Expen s es  Reco verable  Un de r ELI Tariff an d RGGI Fun din g

Efficient Products 13,926$                  15,323$             16,934$           14,664$            (4.3%) 14,514$            (1.0%)

HPwES 4,357                     3,154$               1,661                986$                 (68.7%) 937$                (5.0%)

HPD 2,090                     2,859$               2,575               3,370$              17.9% 3,033$             (10 .0%)

Cool Homes 5,299                     7,952$               7,684               7,407$              (6.9%) 7,037$              (5.0%)

REAP 3,144                      5,846$               3,085               2,820$             (51.8%) 2,820$             0 .0%

Residential New 1,832                      3,031$               1,068               520$                 (82.9%) 395$                (24.0%)

Commercial 47,396                   44,961$             45,961             42,705$           (5.0%) 41,705$            (2.3%)

Renewables 20,358                   30 ,473$            31,884             11,149$             (63.4%) 8,975$              (19.5%)

Residential Demand Response -                              -                         -                        -                        1,250$              
Commercial Demand Response -                              -                         -                        -                        1,000$             
To tal Efficien cy an d Re n e w able s  O&M Expe n s es 9 8 ,4 0 3$             113 ,59 9$        110 ,8 51$       8 3 ,6 2 0$        (26 .4 %) 8 1,6 6 5$         (2 .3%)

Consulting 323                         400                   429                  250                   (37.5%) 200                  (20 .0%)

G&A 95                           521                    216                   498                  (4.3%) 513                   3.0%

Information Technology 576                         450                    450                  350                   (22.2%) 350                   0 .0%

Labor 1,187                      1,271                 1,183                7,260               471.0% 7,478               3.0%

To tal Expen s es  Reco ve rable  Un de r ELI Tariff an d RGGI 

Fun din g
10 0 ,58 3$           116 ,2 4 1$        113 ,12 9$       

9 1,9 78$         
(20 .9 %)

9 0 ,2 0 6$        
(1.9 %)

Expen s es  No t Reco verable  Un de r ELI Tariff o r RGGI Fun din g

LIPA Edge 1,448                     2,005                2,112                1,532                (23.6%) 1,532                0 .0%

R&D 1,806                     1,794                 1,785               500                  (72.1%) 500                  0 .0%

To tal Expen s es  No t Re co ve rable  Un de r ELI Tariff o r RGGI 

Fun din g
3 ,2 54$                3 ,79 9$            3 ,8 9 7$          2 ,0 3 2$          

(4 6 .5%)
2 ,0 3 2$          

0 .0 %

To tal Efficien cy & Ren e w able s  Pro gram  Expe n s es 10 3 ,8 3 7$            12 0 ,0 4 0$      117,0 2 6$      9 4 ,0 10$        (21.7%) 9 2 ,2 3 7$        (1.9 %)

PSEG-LI - En ergy Efficien cy & Ren ew able  En ergy Pro gram s
(Tho us an ds  o f Do llars )

2013



2014 Proposed and 2015 Preiminary Budget

PSEG-LI - En e rgy Efficie n cy & Re n e w able  En e rgy Pro gram s

Capital Expe n ditu re s e xte rn al fin an cin g
(Th o u san ds  o f Do llars )

% Chg. % Chg. 

Fro m Fro m

Actu al Appro ve d Pro je cte d Pro po s e d Apro ve d Pre lim in ary Pro po se d

20 12 20 13 20 13 20 14 2 0 13 20 15 2 0 14

Tran s m is s io n  Pro je cts

  Transmission Interconnections-New Power Plants (Major Capital) 1,465$               25$                  128$                26,128$               104412.4% 21,761$            (16.7%)

  Nassau Substations and Lines (Major Capital) 30 ,862              34,887            31,676             40 ,083                14.9% 53,291             33.0%

  Western Suffolk Substations and Lines (Major Capital) 16,773                4,254               7,956               6,007                   41.2% 28,527             374.9%

  Eastern Suffolk Substation and Lines (Major Capital) 17,588               37,984            55,796             26,298                 -0 .31% 4,300               (83.6%)

  Other Transmission (Routine Capital) 18,703               12,291             14,646             4,741                    -61.4% 6,744               42.2%

  Other Transmission (Major Capital) -                          -                       - -                            -                        

To tal Tran s m is s io n  Pro je cts 8 5,39 1$           8 9 ,4 4 1$         110 ,20 3$       10 3 ,257$           15.4 % 114 ,6 23$        11.0 %

Dis tributio n  Pro je cts

  Substations (Major Capital) 6,850$              9,932$            9,469$            13,359$               34.5% 17,127$            28.2%

  Substations (Routine Capital) 13,670               9,999              27,739             12,247                  22.5% 9,909               (19.1%)

  Electric Lines-New Customer Load (Routine Capital) 20 ,131                22,794            17,874             24,578                 7.8% 24,998             1.7%

  Electric Lines-Other (Routine Capital) 70 ,898               85,999            87,458             81,245                 -5.5% 92,212             13.5%

  Storm Hardening Initiative (Routine Capital) 7,027                 3,000              3,541               5,800                   93.3% 6,120               5.5%

  Purchase and Install Meters/ Transformers (Routine Capital) 34,223               33,985            32,321             26,535                 -21.9% 29,588             11.5%

  Public Works 7,298                 6,688              4,155               5,736                   -14.2% 7,891                37.6%

  Other Distribution (Routine Capital) 851                     1,280               665                  617                       -51.8% 629                  2.0%

To tal Dis tributio n  Pro je cts 16 0 ,9 4 7$         173 ,6 77$       18 3 ,222$       170 ,117$             -2 .0 % 18 8 ,4 72$       10 .8 %

Pro je ct Fun din g fo r Em e rgin g Wo rk an d Lan d Acquis itio n s 78 7                   5 ,39 4            6 14                 5 ,4 14                  0 .4 % 1,0 0 0             (8 1.5%)

Co s t-Sharin g an d Othe r Co n tributio n s (7,214 )              (6 ,4 8 2 )          (22 ,6 75)         (6 ,36 7)                -1.8 % (6 ,4 9 5)           2 .0 %

To tal Tran s m is s io n  an d Dis tributio n  Pro je cts 26 6 ,6 8 4$        26 2 ,0 30$     271,36 4$       272 ,4 21$           4 .0 % 29 7,6 0 0$      9 .2 %

Cus to m e r Ope ratio n s  Pro je cts 8 ,19 2 # DIV/ 0 ! 9 ,9 0 5 2 0 .9 %

In fo rm atio n  Te chn o lo gy Pro je cts 19,559 14,281 2,428               94,436 561.3% 47,462 (49.7%)

Othe r Ge n e ral Plan t Pro je cts 7,554                    # DIV/ 0! 3,338               (55.8%)

Capitalize d G&A Co s ts 11,158                  # DIV/ 0! 11,560              3.6%

To tal Capital Expe n diture s 259 ,4 70$        26 9 ,9 8 8$     273 ,79 3$       39 3 ,76 1$           4 5.8 % 36 9 ,8 6 6$      (6 .1%)

Po w e r Supply Man age m e n t 71$                     74 5$               4 4$                 - 50 3$               

  Note: 

                     Projected 2013 is based on 8+4 forecast data provided by NGrid. They have indicated that they expect material changes when the September forecast is completed



2014 Proposed and 2015 Preiminary Budget

PSEG-LI - En e rgy Efficie n cy & Re n e w able  En e rgy Pro gram s

Capital Expe n ditu re s No  Exte rn al Fin an cin g
(Th o u san ds  o f Do llars )

% Chg. % Chg. 

Fro m Fro m

Actu al Appro ve d Pro je cte d Pro po s e d Apro ve d Pre lim in ary Pro po se d

20 12 20 13 20 13 20 14 2 0 13 20 15 2 0 14

Tran s m is s io n  Pro je cts

  Transmission Interconnections-New Power Plants (Major Capital) 1,465$               25$                  128$                45,128$               180412.4% 127,761$          183.1%

  Nassau Substations and Lines (Major Capital) 30 ,862              34,887            31,676             40 ,083                14.9% 53,291             33.0%

  Western Suffolk Substations and Lines (Major Capital) 16,773                4,254               7,956               6,007                   41.2% 28,527             374.9%

  Eastern Suffolk Substation and Lines (Major Capital) 17,588               37,984            55,796             26,298                 -0 .31% 4,300               (83.6%)

  Other Transmission (Routine Capital) 18,703               12,291             14,646             4,741                    -61.4% 6,744               42.2%

  Other Transmission (Major Capital) -                          -                       - -                            -                        

To tal Tran s m is s io n  Pro je cts 8 5,39 1$           8 9 ,4 4 1$         110 ,20 3$       122 ,257$            3 6 .7% 220 ,6 23$      8 0 .5%

Dis tributio n  Pro je cts

  Substations (Major Capital) 6,850$              9,932$            9,469$            13,359$               34.5% 17,127$            28.2%

  Substations (Routine Capital) 13,670               9,999              27,739             12,247                  22.5% 9,909               (19.1%)

  Electric Lines-New Customer Load (Routine Capital) 20 ,131                22,794            17,874             24,578                 7.8% 24,998             1.7%

  Electric Lines-Other (Routine Capital) 70 ,898               85,999            87,458             81,245                 -5.5% 92,212             13.5%

  Storm Hardening Initiative (Routine Capital) 7,027                 3,000              3,541               5,800                   93.3% 6,120               5.5%

  Purchase and Install Meters/ Transformers (Routine Capital) 34,223               33,985            32,321             26,535                 -21.9% 29,588             11.5%

  Public Works 7,298                 6,688              4,155               5,736                   -14.2% 7,891                37.6%

  Other Distribution (Routine Capital) 851                     1,280               665                  617                       -51.8% 629                  2.0%

To tal Dis tributio n  Pro je cts 16 0 ,9 4 7$         173 ,6 77$       18 3 ,222$       170 ,117$             -2 .0 % 18 8 ,4 72$       10 .8 %

Pro je ct Fun din g fo r Em e rgin g Wo rk an d Lan d Acquis itio n s 78 7                   5 ,39 4            6 14                 5 ,4 14                  0 .4 % 1,0 0 0             (8 1.5%)

Co s t-Sharin g an d Othe r Co n tributio n s (7,214 )              (6 ,4 8 2 )          (22 ,6 75)         (6 ,36 7)                -1.8 % (6 ,4 9 5)           2 .0 %

To tal Tran s m is s io n  an d Dis tributio n  Pro je cts 26 6 ,6 8 4$        26 2 ,0 30$     271,36 4$       29 1,4 21$            11.2 % 4 0 3 ,6 0 0$      3 8 .5%

Cus to m e r Ope ratio n s  Pro je cts 8 ,19 2 # DIV/ 0 ! 9 ,9 0 5 2 0 .9 %

In fo rm atio n  Te chn o lo gy Pro je cts 19,559 14,281 2,428               94,436 561.3% 47,462 (49.7%)

Othe r Ge n e ral Plan t Pro je cts 7,554                    # DIV/ 0! 3,338               (55.8%)

Capitalize d G&A Co s ts 11,158                  # DIV/ 0! 11,560              3.6%

To tal Capital Expe n diture s 259 ,4 70$        26 9 ,9 8 8$     273 ,79 3$       4 12 ,76 1$            52 .9 % 4 75,8 6 6$      15.3 %

Po w e r Supply Man age m e n t 71$                     74 5$               4 4$                 - 50 3$               



31.07 MW Commercial

16.05 MW Efficient Products

2.58 MW Other Residential

6.27 MW Renewables

4.36 MW Cool Homes

Commercial, 31.07 

MW 

Efficient Products, 

16.05 MW 

Other Residential, 

2.58 MW 

Renewables, 6.27 

MW 

Cool Homes, 

4.36 MW 

2014 Peak MW Savings Goals 

2014 peak demand reduction 

goal is 60.33 MW (2013 year-

end forecast is 60.39) 
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