MANAGEMENT AUDIT
ANNUAL REPORT

November 17, 2021



OVERVIEW

® In June 2018, the Department of Public Service (“DPS”) management and
operations audit made 49 recommendations (the “Audit
Recommendations”) to LIPA or PSEG Long Island.

* DPS directed LIPA Internal Audit to:
* Evaluate progress on all 49 DPS-approved implementation plans;
®* Document completion of plans and those still in progress;
® Highlight any revisions to completion targets; and
* Report on the status to the LIPA Board of Trustees at least annually.

L For a full list of findings and recommendations, please refer to the DPS Management Audit 2
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IMPLEMENTATION PROGRESS SINCE
OCTOBER 24, 2018

* Of the 49 Audit Recommendations, LIPA’'s Internal Audit department has
tested 39. During 2021, LIPA deemed 3 of the 39 to remain In-Progress.

® Once the remaining 13 Audit Recommendations are deemed completed,
LIPA Internal Audit will test that determination.

* Since 2018, LIPA has performed other work, including oversight projects,
internal audits, and work stemming from Tropical Storm Isaias, and
determined that additional improvement is still needed for the following key
Audit Recommendations:

Asset Management Emergency Storm Training
Capital Project Estimating Workforce Management
* LIPA's Board of Trustees has adopted recommendations for improvement

in these areas and PSEG Long Island will be required to implement those
recommendations.

L A For a full list of findings and recommendations, please refer to the DPS Management Audit 3
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ASSET MANAGEMENT

* Audit Recommendation directed PSEG Long Island to complete
development of a Centralized Maintenance Management System to allow
PSEG Long Island to leverage asset health data more effectively/efficiently.

® In 2019, LIPA engaged an internationally recognized asset management
consulting firm to independently review PSEG Long Island’s processes and
recommend improvements.

®* PSEG Long Island’s asset management and maintenance functions are still
fragmented and do not provide an enterprise-wide understanding of system
assets.

® Board recommendation highlights:
® Adopt the ISO Asset Management Framework
® Annual Reliability Assessment of Plant Asset Performance
® Implement an Enterprise Asset Management System

L A For a full list of findings and recommendations, please refer to the DPS Management Audit 4
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EMERGENCY RESPONSE TRAINING

® Audit Recommendations directed PSEG Long Island to complete and
improve its Emergency Response Training.

* Following Isaias, LIPA concluded that actual performance during the
August 2020 tropical storm revealed the need for additional
improvements in this area.

® Board recommendation highlights:

® improve emergency planning governance so that utility-wide
emergency training is under a single emergency planning team;
and

® develop more rigorous emergency response training and exercises
to (a) test decision making, decision paths, and how information
passes between functions, and (b) exercise well-developed
business continuity plans.

LIPA

Long Island Power Authority

For a full list of findings and recommendations, please refer to the DPS Management Audit

5




CAPITAL PROJECT ESTIMATING

* Audit Recommendations directed PSEG Long Island to address the deficiencies in
project estimating by making organizational and process improvements.

® Board recommendation highlights:

* require PSEG Long Island to submit to LIPA a complete project justification
description form outlining the project scope, schedule, cost information, and
benefits;

* establish a process for addressing projects that were in a preliminary stage of
development as well as providing for updates to LIPA on project and capital
budget changes; and

* establish a Capital Budget Working Group to develop a policy to govern the
inclusion of Risk and Contingency in a project’s cost estimate.

® In addition to the Board recommendations, LIPA’s Internal Audit department
performed an audit of PSEG Long Island’s project estimating practices and observed
that their risk and contingencies, in the final estimate phase, was higher compared to

other utilities.

L A For a full list of findings and recommendations, please refer to the DPS Management Audit 6
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WORKFORCE MANAGEMENT

® Audit Recommendations directed PSEG Long Island to develop an
integrated work management system covering all PSEG Long Island
operations, maintenance and construction resources, and fill gaps in the
current management information reporting and organizational reporting
relationships to support such a system.

® Board recommendation highlights:

* Develop processes and systems to improve planning and tracking of
work;

® Improve and standardize estimating, compatible unit estimates, and
task list management; and

® Implement aligned annual work plan and short-term scheduling and
dispatch.

® In addition to the Board recommendations, LIPA’'s Internal Audit department
is concluding an audit of PSEG Long Island’s work management practices
which has several material observations and recommendations for
improvement.

L A For a full list of findings and recommendations, please refer to the DPS Management Audit 7
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NEXT STEPS

* Internal Audit will continue to test the completion of all implementation plans
through commencement of the next DPS audit.

* LIPA and PSEG Long Island continue to respond to DPS Information Requests
for documentation on implementation plan progress.

* LIPA management continues to oversee efficacy of completed implementation
plans and recommend modifications, as necessary.

* LIPA management continues to make recommendations for improvement
across the organization with new projects, audits, or project implementation
plans.



Questions?



FOR CONSIDERATION
November 17, 2021

TO: The Board of Trustees
FROM: Kathleen H. Mitterway, Senior Advisor for Audit
SUBJECT: Consideration of Adoption of Report Detailing the Status of the

Implementation Plan and Results of the Annual Audit - 2018 NorthStar
Management Audit

Requested Action

The Board of Trustees (the “Board”) of the Long Island Power Authority (“LIPA”) is
requested to approve a resolution adopting this report detailing the status of the
implementation plan and results from the 2018 NorthStar Management Audit.

Background

On June 29, 2018, NorthStar’s Final Management Audit Report was released with 49
recommendations. Recommendation #3 was that “LIPA Internal Audit should perform a
comprehensive audit of the implementation status of all audit recommendations annually
until the next DPS audit is performed.”

The LIPA Board of Trustee's Policy on Audit Relationships establishes the Board’s
expectations for Internal Audit’s review. Each annual review includes: a summary of the
activities completed to date and any revisions to completion targets; and a review of the
effectiveness of the implementation plan in addressing each audit recommendation after
the completion of the implementation plan for that recommendation. This report is Internal
Audit’s third annual review of the implementation of the management audit.

The status of the 49 NorthStar Management Audit recommendations are summarized in
the APPENDIX “A” — Management & Operations Audit Implementation Plan Progress
Report to the LIPA Board of Trustees.

Summary Observations based on testing performed from September 2020 to
November 17, 2021

Internal Audit completed the review of 39 of the 49 NorthStar Management Audit
recommendations. During 2021, LIPA deemed 3 of the 39 to remain In-Progress. Our
testing identified three recommendations where additional supporting documentation was
required, which was subsequently remediated. The review of an additional 13
recommendations is expected to be completed in 2022.

In addition to Internal Audit’s testing, LIPA’s Operations Oversight Department identified
thirteen recommendations where Board recommendations or adopted Project


https://www.lipower.org/wp-content/uploads/2019/07/Board-Policies-7-2019.pdf

Implementation Plans will enhance the existing deliverables.

Internal Audit is also collaborating and incorporating comments by the Department of
Public Service (DPS) into our review of the effectiveness of the implementation plans in
addressing the NorthStar Management Audit recommendations.

Where required, Internal Audit will revisit the completed recommendations to ensure the
management action plans are operating and functioning as intended.

Summary of Annual Audit Results

Recommendation #2

LIPA and PSEG LI should develop an implementation plan for all audit recommendations
(new recommendations and outstanding recommendations that LIPA, PSEG Long Island
and DPS determine remain relevant) within 90 days of the Final Audit Report acceptance
and submit the implementation plan to the LIPA Board of Trustees and the DPS. The
Report could take the form required of the investor-owned utilities.

Test Procedures Performed and Test Results:

Reviewed supporting documentation to ascertain that:

e LIPA and PSEG Long Island filed an implementation plan with the LIPA
Board of Trustees and DPS on October 24, 2018.

e LIPA submitted an Implementation Plan Progress Report to the LIPA Board
of Trustees, posted the report on the LIPA website, and filed the report with
DPS on September 23, 2020.

No exceptions noted.

Recommendation #3

LIPA Internal Audit should perform a comprehensive audit of the implementation status

of all audit recommendations annually until the next DPS audit is performed. The results

of LIPA’s audit should be submitted to LIPA executive management, the LIPA Board of

Trustees, PSEG Long Island, and the DPS. Within each LIPA audit:

e An evaluation of progress performance should be included.

e A progress tracking document should show activities completed to date and those in
process.

e Any revisions to completion targets should be highlighted for management review.

Test Procedures Performed and Test Results:

Reviewed supporting documentation to ascertain:

The submission of the second annual report to the Oversight and Clean Energy
Committee of the Board, the DPS, and PSEG Long Island of the status of the
implementation plan and the results of the initial annual audit on September 23,
2020.

No exceptions noted.



Recommendation #4

LIPA Financial Oversight should formally document the results of its PSEG Long Island
oversight activities and assessment process annually with submission to LIPA/PSEG Long
Island executive management as well as DPS.

Test Procedures Performed and Test Results:
Reviewed supporting documentation to ascertain:
The 2020 Oversight Activity Reports were provided to DPS and LIPA.

No exceptions noted.

Recommendation #5
LIPA should formally request appointments or confirm extensions to Board member term
periods at least six months prior to term expirations.

Test Procedures Performed and Test Results:

Reviewed supporting documentation to ascertain:

The schedule prepared of trustee term expiration dates, calendar notification
reminders of expirations and letters sent to the appropriate approving authorities at
least six months prior to term expirations.

No exceptions noted.

Recommendation #10
Complete the process of upgrading LIPA’s financial system.

Test Procedures Performed and Test Results:

Reviewed supporting documentation to ascertain:

e The Microsoft Dynamics Finance and Operations System Configuration and
Integration, Data Conversion and Verification, System Testing and Training,
Go Live and Post-implementation support.

No exceptions noted.

Recommendation #11

Determine the feasibility and cost of establishing interfaces between PSEG LI’s
MicroStrategy, PCM, and SAP systems to eliminate the need for manual data transfer
processes. If cost effective, implement processes to allow electronic data transfer between
the systems.

Test Procedures Performed and Test Results:

Reviewed supporting documentation to ascertain:

e PSEG Long Island management has a process in place to load budget data into
SAP from the Profitability and Cost Management (PCM) system.




Observations were noted relating to supporting documentation and were
subsequently remediated and validated.

Recommendation #12
LIPA should build on its recent success in “homogenizing” groups of debt covenants to
increase consistency among other debt instruments.

Test Procedures Performed and Test Results:

Reviewed supporting documentation to ascertain:

e Debt covenants were “homogenized” to increase consistency among other
debt instruments.

No exceptions noted.

Recommendation #14
Perform detailed cost-benefit analyses consistent with Transmission Planning’s analyses
for projects related to thermal overload.

Test Procedures Performed and Test Results:

Reviewed supporting documentation to ascertain:

e Internal and external stakeholders were identified, including LIPA and the
Department of Public Service (DPS).

e Feedback was solicited from PSEG Long Island internal stakeholders, LIPA
and DPS.

e The cost/benefit analysis approach was reviewed and a Cost Benefit Analysis
User Guide and training material were created.

e Relevant personnel were trained.

e The new procedure was implemented.

Observations were noted relating to supporting documentation and were
subsequently remediated and validated.

Recommendation #22
Develop and implement procedures related to quality assurance and quality controls for
capital programs and projects.

Test Procedures Performed and Test Results:

Reviewed supporting documentation to ascertain:

e A Quality Assurance/Quality Control (QA/QC) Program Leader has been
established within the Project Management Organization (PMO).

e Roles and responsibilities for the QA/QC Program have been defined.

e Written procedures for the QA/QC function have been created.

e PMO and Projects & Construction personnel have been trained on the new
QA/QC Procedures.




No exceptions noted

In addition, Internal Audit performed an audit of PSEG Long Island Electric
Expansion Projects — Capital Project Estimating & Playbook Procedures
related to Recommendations 22 through 26. Recommendations included
revising risk and contingency percentages, enhancing the scheduling tool and
implementing a portfolio management system.

Recommendation #23

Address the deficiencies in project estimating by making organizational and process
improvements and creating a capital project estimating function/organization equipped
with appropriate tools.

e Establish an organizational group of professional estimators for transmission
and distribution that will develop estimates for planning, engineering and
construction.

e Use these internal estimators to set and validate baseline estimates established
for contractors.

e Assess the process used to develop and update estimates for completion.

e Establish project estimating tools such as a formal data base of project
estimates and support tools such as software and develop and manage an
estimating data true-up process.

e Review and document inflation and escalation factors and analyses used to
predict project completion costs for each project estimate.

e Review project budget numbers and cost reporting information to determine
whether they represent the most currently approved budget and cost data.

e Determine whether cost and schedule systems are integrated and whether the
project master schedule is appropriately integrated with the approved project
budget.

e Formally document project cost reviews at each level of estimate in detail and
at various stages of project completion as called for in Project Cost
Management (Procedure TD-PM-002-0004).

e Review project guidelines for performing trend analyses and exception
reporting.

e Evaluate how trends were identified, analyzed, brought to management’s
attention, and how they were resolved.

e Determine whether cost control systems, forecasting and trend analyses
directed attention to bulk rates, commodities and productivity to reveal
above/below average performance.

e Continuously verify the accuracy of estimates versus the actual project cost
and maintain a record of updates to the estimating database.

Test Procedures Performed and Test Results:
Reviewed supporting documentation to ascertain:
e Documentation describing the review of inflation and escalation factors,
including examples of analyses used.
e The process used to develop and update estimates for completion.
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Documentation describing how the estimating team establishes and
validates baseline estimates for contractor work.

How project cost reviews are performed at each level of estimate and during
project completion, as required by procedures.

How project budgets and actual cost information are reviewed.

That an estimating team has been established.

How trends were identified, analyzed, brought to management's attention,
and how they were resolved.

The establishment of project estimating tools and an estimating true-up
process.

The process to verify the accuracy of estimates versus actual project costs.
How the project master schedule is integrated with the approved project
budget, and obtained an example.

How the project master schedule is integrated with the approved project
budget, and obtain an example.

That cost control systems, forecasting and trend analysis identified bulk
rates, commaodities and productivity to determine whether performance was
above or below average.

How project guidelines for trend analysis and exception reporting were
reviewed.

Observations were noted relating to supporting documentation and were
subsequently remediated and validated.

In addition, Internal Audit performed an audit of PSEG Long Island
Electric Expansion Projects — Capital Project Estimating & Playbook
Procedures related to Recommendations 22 through 26. Recommendations
included revising risk and contingency percentages, enhancing the
scheduling tool and implementing a portfolio management system.

Recommendation

Based upon the foregoing, | recommend approval of the above requested action by
adoption of a resolution in the form attached hereto.

Attachments
Exhibit “A”

Resolution

Appendix “A” Management & Operations Audit Implementation Plan Progress

Report to the LIPA Board of Trustees.



Exhibit “A”

RESOLUTION ADOPTING THE REPORT DETAILING THE STATUS OF THE
IMPLEMENTATION PLAN AND RESULTS FROM THE 2018 NORTHSTAR
MANAGEMENT AUDIT

NOW, THEREFORE, BE IT RESOLVED, thatthe Board of Trustees of the Long
Island Power Authority hereby adopts the report, as provided in the accompanying
memorandum, detailing the status of the implementation plan, results from the 2018
NorthStar Management Audit, and describing additional activities Staff has undertaken to
enhance performance in certain areas of the business.

Dated: November 17, 2021



Appendix “A”

MANAGEMENT & OPERATIONS AUDIT
IMPLEMENTATION PLAN
PROGRESS REPORT to the
LIPA BOARD of TRUSTEES

LONG ISLAND POWER AUTHORITY and

PSEG LONG ISLAND
Department of Public Service Matter No. 16-01248

November 17,2021

PSEG



Introduction

On December 15, 2016, the New York State Department of Public Service (the “Department”
or “DPS”) announced it had selected NorthStar Consulting Group, (NorthStar), to perform a
comprehensive management and operations audit of the Long Island Power Authority (“LIPA™)
and PSEG Long Island LLC pursuant to Public Service Law (PSL) §3- b(3)(d) and the Public
Authority Law (PAL) §1020-f(bb), which provided that an audit be concluded by June 2018,
and be re-conducted thereafter every five years. NorthStar conducted the audit under
supervision of DPS staff in a manner identical to such audits of investor-owned utilities
(“IOUs”) in the State. See PSL §66(19).

DPS directed NorthStar to study fourteen areas of operations and management against LIPA’s
duty to set rates at the lowest level consistent with standards and procedures provided in PAL
§1020-f(u). Between January 2017 and March 2018, LIPA and PSEG Long Island provided
NorthStar and DPS staff over 4 terabytes of data consisting of 5,000 individual documents in
response to a total of 1,018 Document Requests (“DRs”). Additionally, auditors conducted
over 220 interviews with LIPA and PSEG Long Island management, staff, and LIPA Trustees.

On June 29, 2018, NorthStar’s Final Report was released with 49 recommendations. The Report
further identified certain recommendations from NorthStar’s previous audit in 2013 that the
auditors recommended should be reviewed jointly with DPS staff to determine the relevance for
further implementation.

On July 25, 2018, the LIPA Board of Trustees accepted every audit recommendation and
directed LIPA and PSEG Long Island to develop implementation plans for Board approval
within 90 days, following procedures identical to those applicable to IOUs. See PAL §1020-
f(bb). Following consultation with DPS, LIPA and PSEG Long Island set forth their
implementation plan to the LIPA Board on October 24, 2018.

A. Summary of Recommendations and Audit Implementation Plan

NorthStar’s 49 recommendations and the status of each implementation plan is set forth in the
body of the report following this introduction. Pursuant to DPS’ recommendation, this report
conforms in format to periodic reports filed by IOUs.

Since 2018, LIPA and PSEG Long Island have also coordinated with staff at DPS by providing
regular progress reports, supporting documentation, and written responses to questions as
implementation plans were completed. DPS has also provided substantive comments and
recommendations on certain audit recommendations.

Further, in compliance with NorthStar’s Final Report, LIPA Internal Audit has tested
implementation plans deemed complete and issued its own annual progress report to the Board.
To date, of the 49 audit recommendations, LIPA’s Internal Audit department has tested 39 for
completion of implementation plan steps. During 2021, LIPA deemed 3 of the 39 to
remain In-Progress. Once all steps in the remaining 13 implementation plans are reported
completed, LIPA Internal Audit will test those as well.
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In addition, the LIPA Board has adopted 167 recommendations to improve PSEG Long Island
management, information technology, and operations and tasked LIPA staff with reporting
quarterly to the Board on status until all issues are remediated. The most recently Quarterly
Report from September 2021 is available on LIPA’s website. In certain areas, the
recommendations overlap with findings in the 2018 or 2013 NorthStar audits, which has been
noted in this report. Greater detail is available on these recommendations and the status of their
implementation in the Quarterly Report.

Finally, LIPA has commenced internal audits of PSEG Long Island Capital Project Estimating
and Workforce Management Productivity, while other LIPA departments’ projects and reviews
include studies of PSEG Long Island overtime controls and timekeeping process and Fixed
Assets, which were findings in prior NorthStar audits.

B. Audit Recommendations and Status as of October 29, 2021.

Table 1 lists those Management Audit implementations plans that LIPA deems to remain In
Progress based on the assessments summarized in the LIPA Oversight Comments column
below, and in the Feedback field appearing at the end of each implementation plan detail
following this introduction.

Table 1
Management Audit LIPA Oversight Comments on Progress Implementing
Recommendation Number Management Audit Recommendation Objectives
Summary
Recommendation No. 6 In 2013, management auditors recommended the creation of an Enterprise
Risk Management (ERM) program that assessed risks posed to the entire
Continue development of a utility, development of mitigation strategies, and application of those
LIPA/PSEG LI Enterprise Risk strategies in an enterprise-wide manner. The 2018 Management Audit
Management (ERM) program Report found significant progress in this area and recommended that LIPA

and PSEG Long Island continue to collaborate in the development of a
mature ERM program.

The Isaias Task Force found that PSEG Long Island did not share critical
information regarding certain identified risks to LIPA senior leadership or
the LIPA-PSEG Long Island ERM program. Most notable was PSEG
Long Island's management failure to alert LIPA of identified issues arising
from the utility's long-delayed upgrade of its Outage Management System
(“OMS”). See Tropical Storm Isaias 90-Day Report (November 18, 2020).
The OMS collapsed during Isaias thereby delaying restoration efforts.

To address these issues, the LIPA Board of Trustees adopted a series of
recommendations regarding ERM. Among these was a new requirement
for the inclusion of LIPA Subject Matter Experts in risk analyses and
discussions with PSEG Long Island personnel. Further, the
recommendations include the designation of management level risk owners,
the establishment of a joint ERM SharePoint, and development and
presentation of an annual report. These new enhancements to the
Management Audit's ERM recommendation have now been completed.
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Management Audit LIPA Oversight Comments on Progress Implementing
Recommendation Number Management Audit Recommendation Objectives
Summary

Going forward, additional enhancements are planned and will include the
development of regular "deep dive" analysis and reporting on risk and risk
mitigation, development of a risk correlation matrix for a designated risk,
development, and facilitation of ERM risk training, and an established
procedure to escalate to senior leadership at LIPA and PSEG Long Island
major risks as they are identified. LIPA has also proposed metrics for 2022
to incentivize further improvements to PSEG Long Island’s ERM program.

Recommendation No. 7

Continue to develop and
implement the SOS capital
program optimization model and
expand the use of SOS to other
business areas, including IT and
Customer Operations.

In 2017, PSEG Long Island began using a third-party vendor product
known as the Spend Optimization Suite (SOS) to support capital
prioritization decision processes.

NorthStar auditors noted that while PSEG Long Island’s use of SOS in
selecting projects for the 2018 capital budget was “a good start,” SOS had
only been implemented on a “pilot” basis and procedures remained under
development.

While several implementation steps have been completed, LIPA has not
been provided evidence that an operational SOS program is currently being
used in areas beyond what was noted in the 2018 Management Audit.
Accordingly, LIPA deems the implementation of this recommendation to
remain In Progress pending LIPA’s Independent Verification and
Validation (IV&V) that the optimization tool is in fact operational in IT and
Customer Operations, and pending completion of LIPA Internal Audit
testing.

Finally, LIPA staff continues to review the current use of the SOS tool and
LIPA is currently evaluating other tools used by other utilities that can
provide enterprise-wide prioritization and optimization.

Recommendation No. 9

Update the PSEG Long Island
budget procedure to include the
determination of incremental
operations and maintenance
(O&M) expenses associated with
new construction.

PSEG Long Island’s current capital budget procedure still does not
adequately address and quantify incremental operations and maintenance
(O&M) costs associated with capital projects. NorthStar noted in 2018 that
such a process is needed to enable PSEG Long Island to better determine if
annual operating budgets could support all necessary expenditures of
completed capital projects.

PSEG Long Island does evaluate O&M impacts as capital projects near
their in-service date. However, consistent with the Management Audit
Report, LIPA had recommended that PSEG Long Island develop and
implement a capital project impact analysis process that will include an
assessment of discernable O&M impacts at the design phase, address
qualitative impacts, such as customer benefits and enhanced system
reliability for applicable capital projects. The analysis should include a
framework for conducting a quantitative analysis and documenting
qualitative benefits. The implementation of this recommendation, therefore,
remains In Progress.

Pursuant to LIPA Board-adopted recommendations, capital projects subject
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Management Audit
Recommendation Number
Summary

LIPA Oversight Comments on Progress Implementing
Management Audit Recommendation Objectives

to the enhanced analysis are major projects proposed for approval in the
2023 budget cycle, herein defined as projects either (i) having a total
project cost of $25.0 million or greater or (ii) projects that would
reasonably be expected to have an operating budget impact when
implemented of $1.0 million or greater (cost or savings) on an annual basis
when fully implemented. LIPA has also proposed a 2022 metric for further
development of this process.

Recommendation No. 13

Develop evaluative criteria or
other measures to assess the
effectiveness of the planning
process.

Management Audit recommendations in 2013 and 2018 pointed to needed
reforms in capital project optimization, capital project estimating, risk and
contingency management, project management performance reporting, the
definition and quantification of work standards, and other areas that
contribute to the development and management of capital projects and the
capital budget.

LIPA deems implementation of this recommendation still In Progress and
has taken the following course of action.

On August 11, 2021, the LIPA Board of Trustees, with input from PSEG
Long Island and the recommendation of LIPA Staff, adopted a Project
Implementation Plan (PIP) for Capital Budget Development and
Monitoring Process Improvements to formerly document the annual
process related to the capital project and budget/8-year Financial Plan. An
improved process governing Capital Budget and Capital Project review and
approval, including managing changes during the year, will enhance
transparency and accountability of customer funds and ensure adequate
information flow to LIPA to conduct oversight on behalf of our customers.
The PIP includes the following:

(1) PSEG Long Island must complete Project Justification
Descriptions (“PJDs”) for a capital project to be considered by the
LIPA Board for inclusion in the LIPA Consolidated Budget and
any project added during the year.

(2) If PSEG Long Island is unable to provide a full and complete PJD
prior to consideration of the Capital Budget by the LIPA Board,
PSEG Long Island may submit a preliminary PJD as part of its
Capital Budget request, which LIPA may recommend to the Board
on a contingent basis, therefore outside of the PSEG Long Island
Capital Budget.

(3) PSEG Long Island should provide LIPA with annual updates to
PJDs highlighting changes and reflecting the current cost
estimates, including risk and contingency, schedule, and scope
details as part of the annual budget process.

(4) PSEG Long Island must consult with LIPA staff prior to
reallocating budgeted funds, and PSEG Long Island must submit
to LIPA a Capital Budget Reallocation Explanation form.

(5) If a funded Capital Project included in the LIPA Consolidated




Management Audit LIPA Oversight Comments on Progress Implementing
Recommendation Number Management Audit Recommendation Objectives
Summary

Capital Budget is postponed, PSEG Long Island must identify the
change in the project schedule and propose to carryover the
approved Capital Budget funds from the current adopted Capital
Budget to the proposed Capital Budget as part of the next year’s
Capital Budget adoption process.

These recommendations have been incorporated into the proposed
reformed contract with PSEG Long Island, which will be considered by the
Board in December 2021.

A joint PSEG Long Island and LIPA capital working group will assess any
future enhancements to the PJDs, including providing additional financial
information including but limited to an Operating Budget impact statement,
and a review of affected stakeholders and community outreach plan.

Finally, PSEG Long Island will work to address LIPA’s PJD requests for
2022. Changes that cannot be accommodated for 2022 will be identified
and addressed for the 2023 budget process.

Recommendation No. 17

Improve the Emergency Response
Training in the ERP to identify
type of training and frequency by
position.

Following Tropical Storm Isaias, the LIPA Board adopted a series of
recommendations to address Emergency Response Plan (ERP) deficiencies
found by the Isaias Task Force. Chief among the recommendations was a
re-organization of emergency planning, training, staffing and assignment of
roles under a single Emergency Planning Team within PSEG Long Island.

LIPA also recommended the hiring of a Director of Emergency
Management and development of more rigorous ERP training and exercises
to: (a) test decision making, decision paths, and how information passes
between functions, and (b) exercise well-developed business continuity
plans, and use of training simulations and exercises that challenge and
better prepare the response team with realistic scenarios.

PSEG Long Island has included in the ERP an “Exercise and Training
Schedule” and hired an outside consultant to re-organize the Hurricane
Tabletop Exercise for 2021.

LIPA staff continues to work with PSEG Long Island to address specific
improvement opportunities in ERP staffing, and to improve the quality and
credentials of consultants used during drills and exercises. Therefore, the
implementation plan for this recommendation remains In Progress.

The reformed contract with PSEG Long Island, which will be considered
by the Board in December 2021, provides LIPA with the ability to review
and approve training exercises and requires the hiring of a Director of
Emergency Management.

Recommendation No. 18

Complete development of the
CMMS and asset management
recommendations from 2013

Asset management is a key responsibility in any utility. Both the

2013 and 2018 management audits found significant deficiencies in how
the previous and current service providers managed LIPA's assets. Auditors
concluded in 2018 that implementation of the Centralized Maintenance
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Management Audit
Recommendation Number
Summary

LIPA Oversight Comments on Progress Implementing
Management Audit Recommendation Objectives

Operations & Management Audit

Management System (CMMY), first noted in 2013, had still not been
completed.

In 2019, LIPA engaged an internationally recognized asset management
consulting firm that worked with PSEG Long Island to independently
review processes and recommend improvements. These included better
evaluation of substation asset life cycles, and the development of plans and
procedures for repair or replacement of key components according to well-
defined timetables.

Despite progress, CMMS remains incomplete. PSEG Long Island’s asset
management and maintenance functions are fragmented and do not provide
an enterprise-wide understanding of system assets.

The LIPA Board adopted recommendations and PIPs related to asset
management which will bring needed upgrades to PSEG Long

Island’s asset management program, including reporting to LIPA on
reliability assessments of plant asset performance; completion of asset
management plans for transmission, distribution, and substation
infrastructure, completion of the CMMS upgrade as set forth in 2013 and
2018 and expansion of the CMMS upgrade to include an Enterprise Asset
Management System (EAMS) to capture and evaluate the health of system
assets prior to breakdowns; and, development of a Strategic Asset
Management Plan that binds work activities, investment commitments, and
decision making in an enterprise-wide framework.

These improvement plans are expected to be finalized by PSEG Long
Island and delivered to LIPA by the end of 2021. Implementation is
expected to last through 2025. LIPA has proposed three performance
metrics for 2022 related to advancing asset management that are consistent
with the Board recommendations.

Recommendation No. 24:

Utilize a WBS in the initial
phases of the project justification
and conceptual estimating and
continue their refinement as the
project progresses.

PSEG Long Island still does not have a process to utilize a Work
Breakdown Structure (WBS) for capital non-project work and therefore has
not demonstrated to LIPA how it will achieve the goal of this and several
related recommendations aimed at producing accurate cost estimation as
part of project justification. Project estimating, and capital budget
development continue to suffer from inaccuracies.

LIPA has proposed a performance metric, with deliverables due mid-2022.
The metric will require PSEG Long Island to produce a process that
integrates WBS and trains PSEG Long Island staff on use of such
procedures. Therefore, LIPA deems this recommendation to be In
Progress.

Recommendation No. 25:

Formalize and incorporate
contingency management in
capital project cost estimating and

PSEG Long Island uses a percentage of cost-based approach to estimate
Risks and Contingencies (R&C) on capital projects. In July 2021, an
independent consultant retained by LIPA found that the overall 20 percent
R&C amount used throughout project construction stages appeared to be
two to four times higher than R&C adjustments used by other utilities.
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Recommendation Number
Summary

LIPA Oversight Comments on Progress Implementing
Management Audit Recommendation Objectives

cost management; report the
expenditure of contingency funds
separately from project estimates
rather than inflate total project
budget amounts.

PSEG Long Island also underutilized existing estimating tools and does not
use a formalized portfolio management system for tracking and storing
information on capital projects as they progress.

The LIPA Board adopted capital budget recommendations and a PIP
seeking to correct certain of these deficiencies.

In addition to completing PJDs before a capital project may be considered
by the LIPA Board for inclusion in the consolidated budget, PSEG Long
Island will also provide LIPA with periodic PJD updates highlighting,
current cost estimates, including risk and contingency, schedule, and scope
details as part of the annual budget process. Carryover projects must be
identified by PSEG LI as part of the following year’s capital budget
adoption process. These changes have been included in the reformed
contract that will be considered by the Board in December 2021. Several
metrics related to PJDs, cost estimating, and construction have also been
included in proposed 2022 performance metrics.

The Board-adopted PIP further establishes a Capital Budget Working
Group to develop a policy to govern the inclusion of Risk and Contingency
in a project’s cost estimate.

Recommendation No. 26:

Define and report project
management performance
measures that focus on the
effectiveness of cost estimation,
earned value and schedule
management. Project progress
reports should be timely and
contain all information which is
pertinent for their target audience.
Cost estimates and schedules
developed for preliminary plans
should be evaluated when a
project is complete to determine
where further enhancements to
project estimating can be made.

For PSEG Long Island to complete the objectives of Recommendation No.
26, it will be necessary for it to address the issues identified in related
recommendations, as outlined in comments regarding Recommendations
13, 25, 27 and 28.

Implementation of the LIPA Capital Budget recommendations outlined
above in Recommendation No. 25 will be necessary to meaningfully
achieve the reporting objectives of this recommendation. Therefore,
implementation of this recommendation remains in progress for the same
reasons described above and below in Recommendation No. 28.

Recommendation No. 27:

Develop an integrated work
management system covering all
PSEG Long Island operations,
maintenance and construction
resources based on engineered
time standards and cover routine
operations, repetitive maintenance
activities, planned work, support

Implementation of Recommendation No. 27 is in progress.

LIPA staff recommended and the LIPA Board of Trustees has adopted a
series of specific initiatives to produce benefits for LIPA customers in the
areas of productivity, efficient deployment of capital, improved customer
satisfaction and better execution of high priority work, among others.

At present, the Work Management PIP remains in development. Initiatives
will include:
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LIPA Oversight Comments on Progress Implementing
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requirements. Provide continuous
feedback on effectiveness.

1) Creating business processes and work practices so that all asset-
related work is orchestrated, managed,
executed, and controlled using the EAMS system referenced at
Recommendation No. 18 above.

2) Improve the accuracy of estimating via a consistent process and
use of reusable planning artifacts with standard times (i.e.,
Compatible Unit Estimates (CUE) and task lists) for all work

types.

3) Improve the use of mobile devices and ergonomic transaction
design to enhance field management of work and data to be
integrated into the new EAMS system.

4) Improve high-level scheduling and yard-level short-term work-
week scheduling and dispatch.

5) Improve Key Performance Indicators/metric definitions and status
reporting dashboards for work management visibility and
performance improvement.

6) Clarify, rationalize, and implement standardized work
management processes and PSEG Long Island work management
positions (e.g., planner, scheduler, work coordinator, router) and
across yards.

7) Develop key principles for work prioritization.
8) Develop key principles for work prioritization and scheduling and
rescheduling, including a clear process decision rights for

developing an annual schedule as well as adjusting the schedule.

LIPA has proposed several performance metrics for 2022 that address each
of the Work Management recommendations.

Recommendation No. 28:

Fill gaps in the current
management information
reporting and organizational
reporting relationships to support
an integrated work management
system.

In order to fill the information reporting and organizational gaps referenced
in this audit recommendation, PSEG Long Island must implement work
management processes outlined above in comments to Recommendation
No. 27. Pending completion of all deliverables in the Work Management
PIP, as well as verification by LIPA, implementation of Recommendation
No. 28 remains In Progress.

Recommendation No. 29

Develop OT targets for PSEGLI
operations and maintenance
organizations based on economic
and verified industry norms.

The 2018 Management Audit recommended that PSEG Long Island
develop workforce overtime targets to "yield optimal cost benefit from the
overtime hours worked."

PSEG Long Island has since developed specific OT targets (excluding
storm OT) to manage T&D personnel hours in the areas of:
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e  Overhead and underground line repair and maintenance.
e  Electric distribution operations.
e  Substation and relay maintenance.

LIPA continues to review target improvements and processes developed by
PSEG Long Island. Efforts to reduce OT include a performance metric
proposed for 2022. Pending LIPA’s IV&V, implementation of
Recommendation No. 29 remains In Progress.

Recommendation No. 36

Measure the effectiveness of
capital-project outreach, media
relations and external affairs
programs, to determine whether
outreach efforts are cost-efficient,
on target and achieving results.
Potential measurement options
include surveys, focus groups, a
media clip index, or attendance at
public meetings.

PSEG LI issued surveys and reported this recommendation as complete.
However, as of July 27, 2021, PSEG Long Island External Affairs relayed
that no outreach survey responses have been completed by customers to
date. Since no survey responses have been logged, there remain no
findings to evaluate, and no ability to evaluate the effectiveness of the
proposed survey to finalize the outreach survey period.

Therefore, the implementation status for Recommendation 36 is In Progress
pending marketing of the survey to customers to obtain responses and
evaluation of responses.

LIPA has proposed a performance metric for 2022 to address this
recommendation.

Conclusion

LIPA and PSEG Long Island continue to work to make necessary changes to operational and
management processes that will bring a level of service and reliability that LIPA’s customers
deserve. LIPA will continue to collaborate with DPS staff to evaluate each implementation
plan, incorporate lessons-learned from ongoing enhancement efforts, and to respond with
further improvements as necessary.




Recommendation Number: Item Status Completed
Recommendation:

LIPA and PSEG Long Island should work with the DPS to determine which of the
outstanding recommendations from the 2013 are still relevant and should be
implemented.

Assigned LIPA Staff: James Miskiewicz, Deputy General Counsel

Assigned PSEG Staff Andrea Elder-Howell - Executive Sponsor; Michael Ennis -
Team Leader

LIPA Executive: Anna Chacko, General Counsel

Objectives and Assumptions of the Recommendation:

The Management Audit Report found that 17 of the 83 recommendations made during
the 2013 audit remained in progress. The current recommendation from the 2018 report
recognized that not all of the outstanding recommendations remain relevant given
intervening developments such as the LIPA Reform Act and changes to the operating
models and responsibilities of LIPA and PSEG Long Island. Accordingly, the purpose
of this recommendation is to document completion of all recommendations remaining
from the 2013 management audit wherever still relevant in view of DPS, the Authority
and PSEG Long Island. By working with DPS staff, LIPA and PSEG Long Island will
evaluate and jointly come to agreement which 2013 recommendations remain in need of
further progress to be reported upon separately and/or which action plans are better
addressed through new 2018 recommendations.

Deliverable: Ranking:  Moderate

The initial implementation plan to be filed with the LIPA Board of Trustees and DPS on
October 24, 2018 will specify which 2013 recommendations are deemed still relevant,
include timetables for completion, and/or identify those which will be shifted for
incorporation into action plans to implement 2018 recommendations

Deliverables/Milestones |Due Date |Status |Comments ‘

LIPA and PSEG Long Island meet with DPS staff and |8/15/2018 |Completed |DPS staff have agreed that all remaining 2013 a

present proposal on how to address outstanding 2013 recommendations were either completed, or wot

recommendations within the context of 2018 implemented through new 2018 recommendatiq

implementation plans forth above at pages xiii through xvi: "Summary
Findings with Reference to 2018 Implementatio
(Table).

PSEG Long Island and LIPA senior leadership meet to |9/17/2018 |Completed
review, revised action plans for all remaining 2013

recommendations

Revised draft implementation plans submitted to DPS |10/1/2018 |Completed
staff for review and comment

LIPA and PSEG Long Island senior leadership meet to |{10/11/2018 |Completed
discuss revisions to plans

DPS to make final comments on previously-submitted |10/12/2018 |Completed
proposals to incorporate 2013 recommendations into

2018 implementation plans. Any 2013 matters

deemed more appropriately addressed separately will

be broken out, reported and tracked separately.

Action plan for all 2018 and outstanding 2013 10/24/2018 |Completed
recommendations publicly filed with LIPA Board and

DPS
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Cost Benefit Analysis:

LIPA and PSEG Long Island estimate that costs to determine current relevance of
previous audit recommendations will be nominal whereas the benefit will be to better
focus on and clarify implementation of current recommendations.

Feedback: N/A
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Recommendation Number: Item Status  Recurring reports
Recommendation:

LIPA and PSEG Long Island should develop an implementation plan for all audit
recommendations (new recommendations and outstanding recommendations that LIPA,
PSEG Long Island and DPS determine remain relevant) within 90 days of the Final
Audit Report acceptance and submit the implementation plan to the LIPA Board of
Trustees and the DPS. The Report could take the form required of the 10Us.

Assigned LIPA Staff: James Miskiewicz, Deputy General Counsel

Assigned PSEG Staff Andrea Elder-Howell - Executive Sponsor; Michael Ennis -
Team Leader

LIPA Executive: Anna Chacko, General Counsel

Objectives and Assumptions of the Recommendation:

The objective is to develop and maintain a system to contemporaneously document
development of implementation plans for each recommendation in the management
audit and to track progress in implementing each recommendation in the 2018 audit as
well as those deemed active from the 2013 audit. The system assigns team leaders for
each recommendation, assesses scope, objectives and cost-benefit analyses, projected
timetables and milestones for achievement of completion and serves as a measure of
overall progress. The system will form the basis of periodic progress reporting to the
LIPA Board of Trustees and DPS, and ultimately serve as a record for implementation
for future management audits as required by the Public Authorities Law.

Deliverable: Ranking:  Moderate

File implementation plan with the LIPA Board of Trustees and DPS on October 24,
2018. File implementation plan progress reports pursuant to the Board's Audit
Relationships Policy as implementation action plans require.

Deliverables/Milestones Due Date  |Status Comments

LIPA & PSEG Long Island meet and agree on 7/16/2018 |Completed

implementation plan format
Brief LIPA Board and submit resolution to implement |7/25/2018 |Comp|eted |

audit recommendations

Implementation plan & tracking schedule finalized 7/30/2018 |Completed

All draft LIPA & PSEG Long Island implementation  {9/7/2018 Completed

plans due on LIPA SharePoint platform today

PSEG Long Island and LIPA senior leadership meet to |9/17/2018 |Comp|eted |

discuss approval and/or revisions to draft
implementation plans

Revised implementation plans due on SharePoint 10/1/2018 |Comp|eted |

tracker

LIPA & PSEG Long Island senior leadership approve [10/11/2018 |C0mp|eted |

implementation plans for each 2013 and 2018
recommendation

Comments on draft implementation plans received 10/12/2018 |Comp|eted
from DPS staff

Implementation Plan "book" compiled, disseminated |{10/12/2018 |Completed
to Board of Trustees and DPS

presented to Board and DPS; posted on websites

See also Recommendation No. 3

Management Audit Implementation Plan publicly 10/24/2018 |Completed |

Progress reports submitted to LIPA Board of Trustees, |9/30/2019 |Comp|eted
posted on LIPA website and filed with DPS
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Progress reports submitted to LIPA Board of Trustees, |9/30/2020 |Completed |
posted on LIPA website and filed with DPS

Progress reports submitted to LIPA Board of Trustees, |9/30/2021  |Recurring
posted on LIPA website and filed with DPS reports
Progress reports submitted to LIPA Board of Trustees, |9/30/2022  |Recurring
posted on LIPA website and filed with DPS reports
Progress reports submitted to LIPA Board of Trustees, |9/30/2023  |Recurring
posted on LIPA website and filed with DPS reports

Cost Benefit Analysis:

The cost to develop an implementation plan is nominal. The development of a plan will

ensure the audit recommendations will be implemented in a timely manner.

Documentation and tracking of progress, in conjunction with regularly reporting to the
Board, DPS and the public serves the Authority and PSEG Long Island's values of
transparency to stakeholders. The system will also aid in producing records of

implementation more efficiently for the next management audit.

Feedback: N/A
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Recommendation Number: Item Status  Recurring reports
Recommendation:

LIPA Internal Audit should perform a comprehensive audit of the implementation
status of all audit recommendations annually until the next DPS audit is performed. The
results of LIPA’s audit should be submitted to LIPA executive management, the LIPA
Board of Trustees, PSEG Long Island, and the DPS. Within each LIPA audit:
* an evaluation of progress performance should be included.
* a progress tracking document should show activities completed to date and

those in process.
* any revisions to completion targets should be highlighted for management

review.

Assigned LIPA Staff: Kathleen Mitterway, Senior Advisor for Audit
Assigned PSEG Staff Rocky Shankar, Internal Audit Manager

LIPA Executive: Bobhi OConnor, Chief Administrative Officer & Board
Secretary

Objectives and Assumptions of the Recommendation:

The objective of this recommendation is to ensure that the 2013 & 2018 NorthStar
Recommendations and Management Action Plans have been effectively implemented.

Consistent with the LIPA Board of Trustee's Policy on Audit Relationships, LIPA
Internal Audit will perform a comprehensive audit of the implementation status of all
audit recommendations annually until the next DPS audit is performed. The results of
this analysis will be submitted to LIPA executive management, the LIPA Board of
Trustees, PSEG Long Island, and the DPS.

Within each LIPA audit: an evaluation of progress performance will be included;
a progress tracking document will show activities completed to date and those in
process; any revisions to completion targets will be highlighted for management review.

The Authority’s Chief Executive Officer, together with PSEG Long Island, will submit
an annual report to the Oversight Committee of the Board and the Department of Public
Service of the status of the implementation plan and the results of the annual audits.

That annual report will include a summary of the activities completed to date and any
revisions to completion targets. The annual report will be reviewed by Internal Audit for
completeness prior to submission. The Oversight Committee will report significant
matters to the Board.

Internal Audit will review the effectiveness of the implementation plan in addressing
each audit recommendation after the completion of the plan for that recommendation.
Deliverable: Ranking: High

Annual Report to the Oversight Committee of the Board and the Department of Public
Service of the status of the implementation plans and the results of the annual audits.
After each annual audit, LIPA Internal Audit will review any audit observations relative
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to the implementation plans for consistency between the plans and the Management
Audit findings and recommendations.

Deliverables/Milestones

Due Date

Status

Comments

Authority’s CEO, together with PSEG Long Island,
will submit an annual report to the Oversight
Committee of the Board and the DPS of the status of
the implementation plan and the results of the annual
audits

9/30/2019

Completed

Authority’s CEO, together with PSEG Long Island,
will submit an annual report to the Oversight
Committee of the Board and the DPS of the status of
the implementation plan and the results of the annual
audits

9/30/2020

|Comp|eted |

Authority’s CEO, together with PSEG Long Island,
will submit an annual report to the Oversight
Committee of the Board and the DPS of the status of
the implementation plan and the results of the annual
audits

9/30/2021

|Completed |

Authority’s CEO, together with PSEG Long Island,
will submit an annual report to the Oversight
Committee of the Board and the DPS of the status of
the implementation plan and the results of the annual
audits

9/30/2022

Recurring

reports

Authority's CEO, together with PSEG Long Island,
will submit an annual report to the Oversight
Committee of the Board and the DPS of the status of
the implementation plan and the results of the annual
audits

9/30/2023

Recurring

reports

Cost Benefit Analysis:

There are no direct cost or benefits associated with the audit of the implementation of
recommendations. Each recommendation has specific benefits as specified in the

individual CBAs.
Feedback: N/A
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Recommendation Number: Item Status Completed

Recommendation:

LIPA Financial Oversight should formally document the results of its activities and
annual assessment with presentation to PSEG Long Island and LIPA executives and
Department of Public Service (DPS)

Assigned LIPA Staff: Donna Mongiardo, Vice President - Controller
Assigned PSEG Staff 0 - None

LIPA Executive: Ken Kane, Senior Advisor to Operations Oversight

Objectives and Assumptions of the Recommendation:

The objective of this task is to improve the documentation of work performed by LIPA
Financial Oversight staff. This documentation will also improve the lines of
communication and understanding of outcomes between LIPA and PSEG Long Island.

Deliverable: Ranking: Moderate

Annual report summarizing LIPA Financial Oversight work performed and outcome or
agreement with PSEG Long Island of such projects.
Deliverables/Milestones |Due Date |Status |Comments

Form a LIPA oversight SharePoint documentation 9/30/2018  |Completed

team ‘
Coordinate annual oversight report format including  {12/31/2018 [Completed |Completed on the revised due date of 4/30/2019
details such as work product and timeline, with team |
Provide year end summary of 2018 annual report to 12/31/2019 |Completed

DPS, LIPA and PSEG Long Island management teams

Distribute draft report for 2018 to Senior 12/31/2019 |Completed

Management at LIPA and PSEG Long Island and DPS

for review

Issue subsequent years report to DPS, LIPA and PSEG |4/30/2021  |Completed

Long Island management teams

Cost Benefit Analysis:

Additional time of LIPA staff will be required as a more coordinated effort of
documentation will be necessary. In addition, consistent formatting and development of
a template will require additional modifications to SharePoint.

The benefit of this implementation plan is improved transparency and communication.

Feedback: N/A.
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achieved at or in advance of the predicted restoration time (ITR) or within two hours or
less of the final projected ETR for a customer (ETR 1 and ETR 2). Excludes any data
that meets PSC exclusion criteria. Any restoration that is exactly two hours is
considered achievement of the metric and will not be counted as a “FAILED” ETR.

New calculation is:

[Number of outages restored within ETR tolerance]/[Total number of ETRs provided
for ITR, ETR 1 and ETR 2]. Tolerance is defined as no greater than ITR or no more
than 120 minutes prior to ETR 1 and ETR 2. More than 2 ETR changes (i.e., ETR 3) is
defined as a “FAIL”. Any restoration that is exactly two hours is considered
achievement of the metric and will not be counted as a “FAILED” ETR.

Deliverables/Milestones Due Date  |Status Comments

Calculation in the August 2018 scorecard package to  |9/1/2018 Completed

clarify the metric definition and calculation

Cost Benefit Analysis:
Not applicable

Risk Analysis:
Not applicable

Customer Benefit Analysis:
Not applicable

Feedback: N/A.
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Recommendation Number: Item Status Completed
Recommendation:

Memorialize the process regarding PSEG Long Island conflict of interest in regional
market activities (discussed in Section 4.18 of the A&R OSA) in the Contract
Administration Manual (CAM).

Assigned LIPA Staff: David C. Clarke, Director of Wholesale Market Policy

Assigned PSEG Staff Paul Napoli - Executive Sponsor ; Peter Andolena - Team
Leader

LIPA Executive: Rick Shansky, Senior Vice President of Power Supply and
Wholesale Markets

Objectives and Assumptions of the Recommendation:

PSEG Long Island, under the Amended & Restated OSA with LIPA is required to
provide Regulatory Support, Reporting and Policy Recommendations for all Regulatory
Markets that LIPA is active in. This essentially requires representation on over 40
Committees in PJIM, NYISO, and ISO-NE as well as coverage of certain PSC/DPS,
FERC and NERC related matters. PSEG Long Island utilizes subject matter experts,
attorneys and consultants, who attend and/or provide support for these meetings/matters
and regularly report back via weekly policy and committee conference calls that occur
with LIPA.

Section 4.18 of the Amended & Restated OSA is a “Conflicts of Interest” provision that
allows PSEG Long Island to modify its role from that of “policy advocate” to “policy
adviser” for LIPA if it is determined that a regulatory policy position that would favor
LIPA is in potential conflict with a position taken by another PSEG Affiliate. In the
reduced role of policy adviser, PSEG Long Island will still provide administrative and
technical support to LIPA on these issues as required. In this role, however, PSEG
Long Island removes itself from all voting matters and public advocacy, deferring to
LIPA. All correspondence regarding these issues will be solely signed and submitted

Deliverable: Ranking: Low

PSEG Long Island Power Markets will memorialize the process, working with members
from its Process Documentation and Legal Departments, will develop a formal
procedure that will be incorporated into its CAM to identify and address potential
Conflicts of Business Interests as defined in this document and in the Amended &
Restated OSA.

Deliverables/Milestones |Due Date |Status |C0mments

Identify key PSEG Long Island personnel and 6/29/2018  |Completed
departments needed to address the issue.

Hold a “Kickoff Meeting” to identify key deliverables |7/10/2018 |Completed
and milestones.

Develop First Draft of CAM Procedure. (Flowcharts, |7/20/2018 [Completed
descriptions, etc.)

PSEG Long Island Review and Comment Period 7/30/2018  |Completed
(Route - internal review)
Final PSEG Long Island Draft Document (For 8/6/2018 Completed

submission to LIPA)
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Finalize LIPA and PSEG Long Island Reviews and  |11/30/2018 |Comp|eted |
incorporate into the CAM.

Cost Benefit Analysis:
This is a documentation process which memorializes current procedures to resolve
potential conflicts of business interests as defined in the Amended and Restated OSA in

the CAM.

There are nominal incremental costs to document a procedure to address PSEG Long
Island conflict of interest in regional market activities.

Feedback: N/A.
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