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Policy on Board Governance and Agenda Planning

The members of the Board of Trustees of the Long Island Power Authority (“LIPA” or “the
Authority”) are fiduciaries who are collectively entrusted with responsibility for the Authority,
including ensuring LIPA achieves its mission and values for the benefit of its customer-owners.
The Chief Executive Officer of the Authority, including acting through the Authority’s service
provider, is responsible for implementing the Board’s policies and the day-to-day operations of
the Authority.

Board Objectives for Governance
To achieve its purpose, the Board of the Authority must govern with attention to its fiduciary duties
of loyalty and care and by emphasizing through its actions and agendas:

outward vision;

the mission and values of the Authority;

decisions and actions of the Board arrived at based on deliberation and a spirit of
cooperation and collegiality with due respect for the expression of individual opinions;
informed and fact-based discussion and debate;

encouragement and exploration of diverse viewpoints regarding mission, policy, and
actions;

clear and appropriate distinction of Board and chief executive roles and responsibilities;
and;

proactivity rather than reactivity.

Accordingly, the Board will:

Use the expertise of individual members to enhance the understanding of the Board as a
body, without allowing the expertise of individual members or staff to substitute for the
judgment of the Board as a whole.

Direct and control the Authority through the careful establishment of broad written policies
reflecting the Board’s values and perspectives for the benefit of the Authority’s customer-
owners. The Board’s major policy focus will be on the intended long-term impacts, not on
the administrative means of attaining those impacts, which are the role of the chief
executive and service provider.

Monitor the Board’s process, performance and activities in comparison to its governance
objectives.

Pursue continual board education and development across all areas of the Authority’s
operations and Board activities, including orientation of new members in the Board’s



fiduciary duties, governance process, and periodic discussion of governance process
improvement.

e Establish and maintain an outline of the core competencies required for an effective Board
member (See Appendix A).

e Establish and maintain a list of Trustee expectations to ensure that all Trustees have a
common understanding of the requirements for a productive and engaged Board member
(See Appendix B).

e Systematically monitor the performance of the Chief Executive Officer and service
provider relative to the policies of the Board relating to its mission and values and any
limitations established by Board policy. To do so, the Board will adopt a schedule
developed as part of the annual Board agenda planning process discussed below.

Annual Board Agenda Planning

A proactive approach to governance consistent with the Board’s responsibilities begins with
setting the Board’s agenda each year. Accordingly, the Board will plan an annual cycle of
governance and development topics for its meetings that (a) completes an annual re-exploration of
its mission and values, and the policies to achieve those ends and (b) continually improves Board
performance through Board education, development and deliberation.

e The annual Board agenda cycle will start in the fourth quarter of each year with the Board’s
development of topics for each meeting for the following year.

0 The Governance, Planning and Personnel Committee will recommend a schedule
of Board meetings and topics for each Board meeting of the year to the Board Chair
by the first Board meeting of each year. That annual schedule will include a review
of the objectives and accomplishments of the Authority and its service provider
related to each of the Board’s “mission” and “operating” policies.

0 The Committee will also recommend a schedule of education and development for
the Trustees for the year (e.g. presentations by industry experts, advocacy groups,
staff) on key areas of focus (e.g. governance, customer voice, finance, rates and
risk, and operations and planning), to be arranged by staff based on the topics
requested by the Board.

e Throughout the year, the Board will attend to consent agenda items as expeditiously as
possible to leave time available to address governance and development items requiring
discussion.

A sample Board meeting agenda is provided as Appendix C. It is the intent of the Board to follow
the format of the sample Board agenda, with allowances for specific circumstances as they arise.

Appendix A: Trustee Core Competencies and Attributes
Appendix B: Trustee Expectations

Appendix C: Sample Board Agenda



Appendix A

Competencies and Professional Attributes for LIPA Trustees

Section 1020-d of the LIPA Reform Act requires that all Trustees appointed to the Long Island
Power Authority’s (“LIPA” or the “Authority”) Board of Trustees (the “Board”) shall reside in the
service territory and have relevant utility, corporate board or financial experience.

Section 2824 of the Public Authorities Law of the State of New York requires that the board of
each public authority establish a governance committee whose responsibilities include advising
those responsible for appointing Trustees, on the skills and experiences required of potential
Trustees. LIPA’s Governance, Planning and Personnel Committee’s (the *“Governance
Committee”) charter provides that that Committee is responsible for “developing a description of
the competencies and personal attributes required of Trustees to assist those authorized to appoint
members to the Board in identifying qualified individuals.” In addition, the LIPA Board’s Policy
on Board Governance and Agenda Planning requires the Authority to establish and maintain an
outline of the core competencies required to be an effective Board member.

The Governance Committee has prepared, and the LIPA Board of Trustees has approved this
document to provide guidance to those charged with appointing LIPA’s Trustees on the key roles
and responsibilities of LIPA’s Trustees and the competencies, skills and experience necessary to
satisfy the requirements of the LIPA Reform Act and govern the business of the Authority.

Key Roles and Responsibilities of Trustees

Trustees are responsible for fulfilling the legal and fiduciary duties incumbent upon them as
policymakers. The Board defines the mission and values of the Authority with a focus on key
dimensions of utility performance such as rate competitiveness, fiscal soundness, reliability,
customer service and value, and environmental stewardship. In addition, the Board sets policy for
the Authority and ensures its performance on behalf of its customer-owners, including setting
LIPA’s rates and charges, hiring and evaluating certain of LIPA’s senior officers, and approving
its budgets and major contracts.

In order to carry out the key roles and responsibilities of the Board, it is the opinion of the Board
that each Trustee must possess qualifications necessary to oversee the operation of an electric
utility that affects the economy, quality of life, operations, and energy efficiency of every home,
business, and institution in the utility’s service territory. Moreover, it is imperative that Trustees
understand the complex industry issues they are required to set policy on and, in certain cases,
consider and take action on.

Required Experience and SKill of Trustees

As required by Section 1020-d of the LIPA Reform Act, individuals considered for appointment
to the Board must have experience in at least one of the following three areas:

e Prior utility experience or energy industry experience, such as individuals who prior to
their respective appointments, have been employed by an electric or gas utility company,



or have been voting members of one or more groups, companies, associations or
organizations dedicated to utility, energy or environmental matters.

Finance and/or accounting expertise and experience, such as individuals who prior to their
respective appointments, have had past employment experience in finance or accounting,
professional certification in finance or accounting, or any other comparable experience or
a background which results in the individual’s financial sophistication, including being or
having been a chief executive officer, chief financial officer or other senior officer with
financial oversight responsibilities at a firm with sizable financial resources or exposure.

Corporate Board or Corporate Governance experience, such as serving on the Board of a
large business or not-for-profit organization with substantial financial resources, executive
experience working directly with a board in an official capacity, or direct experience in
providing advice and analysis to the board of a large business or not-for-profit organization
with substantial financial resources.

In addition, the Board suggests that specific expertise relevant to the Board’s Committees, such as
the Committees listed below, would be helpful to the conduct of the Board’s responsibilities. For
example, such experience may include specific experience in general governance of the
Authority’s business, management of personnel and compensation, public policy setting or other
skills that might be relevant to the Authority now or in the future.

Preferred Attributes of Trustees

Trustees are expected to work collaboratively to address the business of the Authority, establish
policies and expectations, and make sound judgments in performing their fiduciary responsibilities
to the customer-owners of the Authority. In order to perform effectively, it is expected that Board
members will exhibit the following professional attributes:

Ability to work collaboratively to arrive at consensus and joint-decision making.
Demonstrably favorable prior experience in working with recognized issues-oriented
committees, business associations or community groups is recommended.

Ability to communicate clearly and to the point on issues that affect the business of the
Board. Recognized experience in dealing publicly with issues in a calm and balanced
manner and promoting the positions espoused by a group or committee in public forums is
recommended.

Ability to weigh all sides of an issue. Trustees need to represent all of the Authority’s
customer-owners and are not appointed to represent any single constituency or interest
group. A demonstrated ability to find common ground and accept input from a broad range
of viewpoints is recommended.

Ability to commit significant time and effort to the Authority’s business. The number and
range of issues that Trustees need to deliberate and decide on requires a significant
commitment of time and effort for Trustees to be educated, to weigh the input of all parties
and constituencies, and to deliberate on matters of policy and performance. A



demonstrated ability to commit sufficient time to the Authority and to manage that time
wisely is recommended.

Board Committees that Require Specific Competencies

The LIPA Board has established three committees to provide specific, specialized guidance to the
Board as a whole and to LIPA’s executive management, and to allow for more detailed
examinations of strategic issues. A list of these committees and the particular responsibilities of
each is provided below. It is the opinion of the Committee that those elected officials responsible
for appointing Trustees to the LIPA Board should appoint individuals that possess some of the
competencies and experience listed below in order to ensure proper and effective functioning of
the LIPA Board.

1. Finance and Audit Committee - The members of this committee must be familiar with
corporate financial and accounting practices and should possess a basic understanding of
governmental financial reporting and auditing. Members are responsible for overseeing,
monitoring and making recommendations with respect to the Authority’s investment and
debt management policies and procedures, internal and external audit process, the financial
reporting process and the system of risk assessment and internal controls with specific
responsibility for:

e annual budgets;
e Dborrowing, debt management, and interest rate exchange agreements;
e power supply hedging;

e investments including the Authority’s investment policy and the investment of
assets;

e financial statements and disclosure matters;

e internal audit;

e enterprise risk management and internal control; and
e compliance oversight

In addition, Finance and Audit Committee members are regularly required to opine on
matters affecting financial policy.

2. Oversight and REV Committee — The members of this committee must be familiar with
electric utility operations and measuring performance, in connection with all aspects of
electric utility operations in order to ensure that customers in LIPA’s service territory
receive a safe, reliable, efficient, clean and economical supply of electricity. Members are
responsible for monitoring PSEG Long Island’s performance under the Amended &
Restated Operations Services Agreement (“Amended OSA”) related to:



performance metrics;

emergency management;

transmission and distribution operations;
energy efficiency and renewable goals;
capital and operating budget expenditures;
communications with stakeholders;
customer service;

billing and collections;

power supply and fuel supply management (as carried out by PSEG Energy
Resources & Trade);

power markets activities;

senior management staffing;

monitoring PSEG Long Island’s compliance with “Contract Standards” as defined
in the Amended OSA, including compliance with applicable law and New York

Public Service Commission (“PSC”) practices;

PSEG Long Island’s implementation of recommendations included in Management
and Operations Audit conducted by the Department of Public Service (“DPS”);

reviewing Authority management’s operations and financial oversight process; and

monitoring the policies, principles and recommendations being advanced by the
Public Service Commission in its REV proceeding.

3. Governance, Planning and Personnel Committee — The members of this committee must
be familiar with the fiduciary responsibilities of Board members, governance best
practices, the differing roles and responsibilities of the Board and management, corporate
management, human resources, and compensation matters. Members are responsible for:

developing and recommending to the Board policies for the sound governance of
the Authority including but not limited to the purpose and role of the Board, the
Board’s relationship with the CEO of the Authority and other Board-appointed
officers;

developing, reviewing and updating, as needed, Codes of Ethics and Conduct,
performance standards for the Board and employees of the Authority and other such



policies as it deems necessary or appropriate to address transparency,
independence, accountability, fiduciary responsibilities, and management
oversight;

updating the Authority's corporate governance principles;

ensuring that the Board’s policies provide strategic direction for the Authority and
that the Board is being effective in the utilization of the Authority’s assets and
oversight of the Authority’s activities;

advising those responsible for appointing Trustees on the skills and experiences
required of potential Trustees;

presenting recommendations to the Board relating to attraction, appointment,
evaluation, retention, compensation, and separation from employment of the
Authority’s CEO;

overseeing the CEQO’s administration of the Authority’s compensation and benefit
plans and personnel policies and programs including those related to the attraction,
retention, continued development, and separation from employment of employees;

consulting with the CEO and advising the Board with respect to the attraction,
appointment, retention and separation from employment of the Chief Financial
Officer and General Counsel;

advising the Board with respect to emergency succession planning for the position
of the CEO.



Appendix B

Expectations of Individual LIPA Trustees:

e Know and be able to articulate the Authority’s mission, values, and Board policies.

e Serve the Authority and its customer-owners as a whole rather than any constituency or
special group.

e Volunteer to serve on Board committees as requested by the Chair.

e Be familiar with national, state and local trends and developments in the electric industry
that affect the Authority.

e Attend and participate in all Board and committee meetings.

e Participate in training and development opportunities outside of Board and committee
meetings.

e Be effective in all Board discussions and deliberations by being prepared and familiar with
required reading materials provided in advance.

e Recognize potential leaders for the Authority’s Board and identify them to their respective
appointing authorities.

e Support and comply with the Authority’s by-laws and Board policies, including the Board
Policy on Trustee Communications and the Trustee Code of Ethics and Conduct.

e Hold Authority information and data confidential until advised by the Chief Executive
Officer or their designee that such information and data can be shared publicly.

e Participate in Board self-assessments and all other surveys and requests for information
to continuously improve the Board’s performance.



Appendix C

Sample Board Meeting Agenda

Call to Order — Attendance
Chair’s Remarks
Chief Executive Officer report
Consent Agenda (to be developed for each meeting by Board Chair)
o Approval of prior meeting minutes
o Approval of ministerial items
Board Reports
o Chief Financial Officer report
0 Secretary’s Report on Communication and Board Policies
o0 Service Provider report on performance against contract standards
o0 Other specific items as requested by the Board
Governance Topics and Monitoring of Board-Specified Performance Objectives
0 Scheduled annual review of Board policies related to mission, values or
governance and suggested amendments or new policies (to be scheduled on an
annual basis by the Governance Committee and ratified at the first Board meeting
of the year)
0 Presentations for Board development and education
o0 Governance items for discussion (new developments, violations, etc.)
Other agenda items as may lawfully come before the Board
Public comment
Adjourn
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