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Remembering Our Colleague
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Remembering our friend and colleague, Danay Spencer 
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Danay Spencer 
1988 - 2024
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South Fork Wind Project Update
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Earlier this month, Governor Hochul celebrated 
the completion of the first operational offshore 
wind farm in federal waters. 

• Congratulations to our Board and to our LIPA 
staff, past and present, who brought this historic 
project to life. 

• Thank you to our partners, the New York State 
Energy Research and Development Authority, 
PSEG Long Island, Orsted, and Eversource 
Energy.

Celebrating the completion of 
South Fork Wind
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South Fork Wind Announcement | March 14, 2024



New York’s first offshore wind farm: South Fork Wind
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South Fork Wind is fully operational, providing 
clean, renewable energy to Long Island and the 
Rockaways.

 First operational offshore wind farm in U.S. federal 
waters

 12 offshore wind turbines 

 130 megawatts of renewable energy

 Powering up to 70,000 homes 

Reducing 300,000 tons of carbon emissions yearly

 First offshore wind project of many – forecast to 
provide up to half of Long Island’s electricity by 
2030

South Fork Wind Farm | February 2024
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Celebrating the completion of South Fork Wind
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Pictured from left to right: Robert Rodriguez, Secretary of State; David Manning, LIPA Trustee; Governor Kathy Hochul; Thomas Falcone, Chief Executive Officer; Dominick Macchia, LIPA Trustee; and Doreen Harris, NYSERDA President and CEO. 
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Overview on Residential Rates
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• The residential bill consists of multiple charges 
that recover various costs.

• Charges are based on:

• usage (kWh or days) times price ($/kWh, $/day); or

• percent of other charges (e.g., revenue and sales taxes).

• The Board approves rates for Delivery Service in the 
budget each year.

• All other rates are based on Board-approved 
formulas that recover specific costs.

• Bills depend on actual usage and electricity costs; 
the Budget uses forecasts of weather, customer usage, 
and commodity/electricity costs.

Bill Charges 2023 
Budget

2023 
Actual

2024 
Budget

Deliver Service $84.68 $86.14 $91.09

Power Supply $83.77 $74.87 $82.04

Delivery Energy Resources (DER) $3.74 $3.74 $3.30

Delivery Service Adjustment (DSA) -$0.01 -$0.01 $1.64

Revenue Decoupling Mechanism (RDM) -$6.01 -$6.13 $0.02

New York State Assessment (NYSA) $0.52 $0.45 $0.58

Merchant Function Charge (MFC) $1.74 $1.73 $2.29

Suffolk Property Tax Adjustment $2.20 $1.83 $0.51

Revenue-Based PILOTs $2.30 $2.32 $2.62

Sales Tax $2.48 $2.35 $2.63

Total Bill $175.42 $167.28 $186.71

Use per Customer (kWh/month) 723 716 715

Typical Monthly Residential Bill Breakdown (2023 – 2024)
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Explanation of charges 
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Charge Costs Recovered Billing Factor

Delivery Service

PSEG Long Island operations and maintenance plus 
LIPA operations and maintenance plus transmission 
and distribution property taxes plus debt service 
minus other income

kWh and number of 
days

Power Supply Power supply capacity, commodity, and renewables kWh

Merchant Function Charge (MFC)
Other costs related to power supply (bad debt, 
collections expenses, procurement, and working 
capital)

kWh

Distributed Energy Resources 
(DER) Energy efficiency and Utility 2.0 program expenses kWh

Delivery Service Adjustment Variances in debt service, storm expense, pensions 
and OPEBs, and bad debt related to pandemics

Percent of delivery 
revenues

Revenue Decoupling Mechanism Variances in revenues Percent of delivery 
revenues

New York State Assessment Department of Public Service and other government 
assessments

Percent of above 
charges

Suffolk Property Tax Adjustment Settlement costs from Suffolk County customers Percent of above 
charges

Revenue-Based PILOTS Revenue taxes are assessed by state and local 
municipalities

Percent of above 
charges

Sales Tax Collected on behalf of the state and counties Percent of above 
charges

Actual Customer Bill



How we present the typical residential bill
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Budgets are based on forecasts (i.e., proposed), with 
actual based on real rate data for that same year. 

• In 2023, actual bills were 4.6% below forecast:
• Significant credits were passed through in the 

2023 power supply charge, producing lower bills. 
• Energy use was lower than forecast in 2023, 

predominantly due to milder-than-normal weather 
in both winter and summer. 

• Estimated bills in the 2024 Budget are expected to 
be 5.6% higher than projected in the 2023 Budget 
($186.71 vs. $176.86).

• Estimated bills in 2024 are expected to be 11.6% 
higher than 2023 actual bill ($186.71 vs. $167.28) 
but lower than the 2022 actual bill ($194.34):
• ~$15/month due to higher power supply costs 

and expiration of one-time credits received in 
2023 (see next page for details).

• $4.95/month due to increased costs for Delivery 
Service in 2024 based on the budget.
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The 2024 budget shows the progression from (i) the 2023 approved budget to (ii) the 2023 actual to (iii) the 2024 
proposed budget.

Typical Residential Bill



Reasons for changes from the 2023 budget to the 2024 budget
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Charge 2023 Budget to 2023 Actual 1 2023 Actual to 2024 Budget

Delivery Service • Summer use was higher than budgeted • Increase in Delivery (T&D) revenue requirements (i.e. the operating and 
capital budget items voted on by the Board each December)

Power Supply2 • $290M lower commodity prices
• $114M credit on NGrid property taxes

• $106M from higher commodity prices
• $47M net increase in renewables
• Loss of $74M credit on taxes ($40M ongoing credit)

Distributed Energy 
Resources3 • Final rate was 1.4% higher than budgeted • $15M decline in budgeted spending (voted on each December)

• $8M increase as 2023 refund expires

Delivery Service 
Adjustment3 • Final rate was 5.1% lower than budgeted

• $32M arrears forgiveness program (bad debt related to the pandemic)
• Past overbudget storm expense fully collected (was $22M in 2023)
• $21M lower debt service cost (net of interest earnings) and $0.6M higher 

pension/OPEB expense than budgeted due to changes in interest rates 
during year

Revenue Decoupling 
Mechanism3 • Final rate was 0.3% higher than budgeted

• $74M credit in 2023 related to higher than budgeted 2022 sales, reduced to 
$6M credit in 2024 for related to on budget 2023 sales 

• $15M under-recovery in 2023 offset by $8M EAP appropriation

Note: 1. Monthly energy use fell from 723 kWh budgeted to 716 kWh actual, reducing all bill components by ~1%.
2. Updated monthly to incorporate actual costs and updated projections.
3. Budgeted rates reflect actual results through September. Final year-end adjustment reflect October and November actual results and new December estimate.



Power supply costs are a key reason for changes in budgeted and 
actual bills

14

• The LIPA Budget has shown the prior year’s forecast, actual, and variance for typical residential bills each year since 2020,
with explanatory comments for the major drivers.

• Fluctuations in power supply costs tend to explain the majority of the variance between the budget and the actual typical 
bill and the change in projected bills from year to year.

• Use per customer also plays a role in both the variances between budget and actual, and the projected increase or 
decrease from budget to budget.
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Year Budget Typical Bill ($) Power Supply 
Variance ($)

All Other Variances 
(weather, usage, etc) 

($)
Actual Typical Bill ($) Power Supply 

Variance (%)

All Other Variances 
(weather, usage, etc) 

(%)

2019 154.94 -0.25 1.31 156.00 -0.2 0.8

2020 155.06 6.15 6.41 167.62 4.0 4.1

2021 163.83 8.96 3.23 176.03 5.5 2.0

2022 169.28 19.60 5.45 194.34 11.6 3.2

2023 175.42 -8.90 0.76 167.28 -5.1 0.4

2024 186.71

Typical Residential Bill



Commodity costs are volatile and hard to predict
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Natural gas prices drive the 
commodity cost of electricity in the 
Northeast. 
• Market prices fluctuate constantly, 

and customers pay the actual costs 
on a dollar-for-dollar basis each 
month. 

• Higher loads in the peak hours of the 
day cause less efficient generators to 
be added to the supply mix, 
especially in the summer months.

• Capacity costs and property taxes on 
power plants also play a role in 
setting the cost of power supply.

• LIPA’s budgets use the actual 
commodity costs at the time the 
budget is prepared.

Energy Product Prices Change Daily  

Source: U.S. Energy Information Administration, March 12, 2024

https://www.eia.gov/todayinenergy/prices.php
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Residential use has fluctuated over the past five years
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Variances in energy sales are the biggest driver of variances in budgeted revenues.
The Revenue Decoupling Mechanism (RDM):
• Trues up the Delivery Revenues to the level approved by the Board.
• Reconciles actual revenues to budget, with a credit or surcharge to customers in the following year.
• Can be affected by other revenue events, such as the $9 million state appropriation in 2023.

Variances in energy sales impact the revenue decoupling 
mechanism
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2019 2020 2021 2022 2023 2024

Revenue Decoupling Mechanism (RDM) - -$2.08 -$5.11 -$3.12 -$6.01 $0.02

RDM (Percent of Delivery Service Revenue) - -2.8% -6.2% -3.8% -7.1% 0.0%

Use per customer variance 2.1% 8.9% 4.0% 6.2% 0.9% -
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Battery Storage & Commitment to Safety
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The safety of our customers, our communities, and first responders is 
paramount. 
• The Inter-Agency Fire Safety Working Group released 15 initial 

recommendations, outlining enhanced safety standards for battery energy 
storage systems, addressing preventative and responsive measures as well as 
best practices.

• The Working Group accepted public comments on these draft 
recommendations for incorporation into the final recommendations to be 
submitted to the Code Council for inclusion in the next edition of the Fire Code 
of New York State. 

• Developers will engage with the local community to explain how the specific 
design of the lithium-ion battery acts to reduce the chances of fire; how, should 
a fire occur, automatic fire suppression systems engage; how first responders 
should act during a fire event at a battery storage facility; and in the event of a 
fire, ensure proper venting of the battery system. 

New York’s Fire Safety Working Group 

Presentation title | Private and confidential. Not for redistribution.20

New York State Inter Agency Fire 
Safety Working Group Fire Code

https://www.nyserda.ny.gov/All-Programs/Energy-Storage-Program/New-York-Inter-Agency-Fire-Safety-Working-Group
https://www.nyserda.ny.gov/All-Programs/Energy-Storage-Program/New-York-Inter-Agency-Fire-Safety-Working-Group
https://www.nyserda.ny.gov/All-Programs/Energy-Storage-Program/New-York-Inter-Agency-Fire-Safety-Working-Group


• Placing energy storage in locations where the projects 
can provide electric grid benefits, there is adequate 
interconnection capacity available, and they can be 
permitted. 

• For utility-scale batteries, LIPA will contract for storage, 
working with the developers and owners of these projects. 
Ultimately, the developer decides where to attempt to 
develop a battery energy storage system when putting a 
bid into LIPA. LIPA will only contract for a fraction of the 
storage systems proposed to it.

• In alignment with the State’s Working Group, LIPA plans 
to continue with the three proposed sites from the 2021 
Battery Storage RFP, including the Town of Islip, 
Shoreham, and West Babylon. But like any land use 
development, the local community needs to be 
reasonably satisfied that the battery storage facilities are 
safe.

Energy storage is a key component to achieving our shared clean 
energy goals for a fully decarbonized electric grid

Presentation title | Private and confidential. Not for redistribution.21

Newsday: March 05, 2024 

https://www.newsday.com/opinion/commentary/guest-essays/lithium-ion-battery-storage-solar-power-offshore-wind-gwk1leoa
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Tenure and Accomplishments 

CEO Report | Board Trustees Meeting 3/27/24



Together, over the past 10 years, we have strived to be the utility our customers deserve.

 Setting our vision 

 Reliability and resiliency 

 Fiscal sustainability 

 Clean energy 

 Affordability 

 Accountability for performance

 Transparency for our stakeholders

 People and culture

 The value of public service  

Serving our customers has been a privilege and an honor
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Questions?

Thomas Falcone
Chief Executive Officer

lipower.org
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March 18, 2024 
 
Chair Tracey A. Edwards of the 
Long Island Power Authority, and  
Acting Chair Robert O. Gurman of the 
Utility Debt Securitization Authority 
333 Earle Ovington Blvd, Suite 403 
Uniondale, New York 11553 
 
(Sent via email) 
 
Dear Chair Edwards and Acting Chair Gurman, 

After a decade of service, I am writing to submit my resignation, effective May 31, 2024, as Chief 
Executive Officer of the Long Island Power Authority and the Utility Debt Securitization Authority. 
It has been an extraordinary journey, both challenging and rewarding, in seeking to be the electric 
utility our customers deserve. 

Antonio Machado asked, “What have you done with the garden entrusted to you?” I am proud to 
say we have tended this garden with care and dedication. We’ve nurtured it through seasons of 
change, and it has flourished under our collective efforts. Together, our accomplishments are too 
numerous to mention. Some of the highlights include: 
 
Setting our Vision. Ten years ago, LIPA had yet to articulate its objectives and create a 
framework to balance cost and quality of service.1 This lack of definition manifested in limited 
planning, inadequate investments, poor customer service, a high debt burden, and long-term 
unaddressed problems. In 2016, the board and management established the policy governance 
framework that has supported our progress since. The board’s policy goals include top 10% 
reliability among peer utilities, top 25% customer experience, a zero-carbon grid by 2040, 
information technology and cybersecurity benchmarked to industry standards, regionally 
competitive electric rates, and fiscal sustainability.2 These objectives are the basis of our strategic 
planning, budgets, performance metrics, work plans, and enterprise risk management program 
— all of which serve to prioritize competing goals and measure progress.  
Reliability and Resiliency. In 2014, LIPA simply did not have the financial capacity to make the 
investments necessary to improve the reliability and resiliency of the electric grid. LIPA’s efforts 
to contain costs led to inadequate capital investment, maintenance, tree trimming, and information 
technology systems. These tradeoffs became painfully evident during Hurricane Irene and 
Superstorm Sandy. Since then, LIPA’s balanced approach to improving service while maintaining 
fiscal sustainability has permitted an over 300% increase in capital spending – a record $6.4 billion 

 
1 DPS Management and Operations Audit dated September 13, 2013, Recommendations 7.4.2, 7.4.3, 
4.4.3, 4.4.4, among others (link) 
2 LIPA 2024 Budget, Figure 1 (link) 
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investment in the electric grid since 2016 – reducing power outages by 37% and providing top 
10% reliability to our customers, while maintaining rate adjustments below the rate of inflation.3 
Fiscal Sustainability. Ten years ago, LIPA had the lowest credit ratings of any of its peer utilities 
and was on negative outlooks for further downgrades by all three major rating agencies.4 LIPA 
chronically missed its budgets and financial targets, and a rate freeze in 2014 and 2015 had a 
budget imbalance of over $100 million. In addition to high debt levels, pension and post-
employment benefits were underfunded by over $450 million.5 Over the last decade, LIPA’s 
financial profile has been transformed, with four credit rating upgrades and a positive outlook for 
another upgrade reflecting that “the gradual but consistent deleveraging trend that began in 2015 
will continue through 2027.”6 LIPA has met or exceeded its financial targets each year, and its 
debt-to-assets ratio has declined by 25%, from 110% in 2016 to 85% in 2023, with a target of 
70% by 2030.7 With recent changes in interest rates and investment performance, LIPA’s pension 
and post-employment obligations are now overfunded by $46 million.8 Most importantly, prudent 
fiscal management has saved customers over $600 million during this period and will continue to 
lower costs.9 
Clean Energy. LIPA had nation-leading energy efficiency and rooftop solar programs in 2014. 
We have sustained and built on that foundation. In 2016, we strategically discontinued investment 
in a new generation of fossil-fueled power plants, which would have hamstrung Long Island with 
stranded costs during the transition to clean energy. In 2017, we became the first utility in the 
nation to sign for a utility-scale offshore wind farm and committed to two of the largest utility-scale 
battery systems in the state. Beginning in 2019, LIPA advanced through study and advocacy what 
became the $3.3 billion Propel NY Energy project to permit the Long Island transmission system 
to accept thousands of megawatts of offshore wind. In 2021, we advocated for fair cost allocation 
on the Propel NY project, saving our customers over a billion dollars. In 2022, LIPA became the 
first utility in the state (and among the leading utilities in the nation) to commit to an “opt-out” time-
of-day rate. Finally, our 2023 Integrated Resource Plan (link) confirmed that LIPA is on the right 
path – our carbon footprint will decline 70% by 2030, with over 4,500 megawatts of offshore wind, 
solar, and storage additions. By 2030, offshore wind alone will provide half of Long Island’s energy 
needs.  
Affordability. Affordability has always been a paramount concern for LIPA due to our region’s 
high cost and the inherited Shoreham legacy. Over the last decade, LIPA has sought to develop 
budgets and financial plans that maximize customer value while aggressively managing costs. 
Budget controls implemented in 2022 as part of a renegotiated service provider contract saved 
customers $170 million in 2024.10 LIPA’s proper implementation of the 2% tax cap on electric grid 

 
3 LIPA 2024 Budget, Figures 5, 6, and 33 (link) 
4 LIPA 2024 Budget, Figures 29 and 30  
5 LIPA 2023 Audited Financial Statements, Footnote 13 
6 Fitch Ratings, July 2023 (link) 
7 LIPA 2023 Audited Financial Statements, Footnote 12(h) Fixed Obligation Coverage Ratio and 12(i) 
Debt-to-Asset Ratio  
8 LIPA 2023 Audited Financial Statements, Footnotes 11, 13, and 14, including LIPA obligations and 
contractual obligations to PSEG Long Island and National Grid 
9 LIPA 2023 Audited Financial Statements, Footnotes 4 and 12a 
10 LIPA 2024 Work Plan, Figure 1 (link) 
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infrastructure saved customers over $400 million in 2024.11 Our settlement of decades-old power 
plant tax litigation saved $66 million in 2024 (and over $554 million through 2028) while assisting 
host communities in adjusting to a sustainable tax base.12 Renegotiating power purchase 
agreements and seeking reductions in wholesale market costs through policy advocacy saved 
customers $121 million in 2024.13 LIPA’s efforts in obtaining federal grants for storm recovery and 
hardening has saved $2 billion over the last decade.14 Meanwhile, LIPA’s deployment of new 
budget and treasury systems in 2023 will result in better information to make future spending and 
investment decisions, which will drive further efficiencies.  
Accountability for Performance. Ten years ago, the 2013 management audit noted “As the 
entity ultimately responsible for electric service on Long Island, LIPA has to keep its contractors 
accountable for results – all the time… LIPA has a poor track record of dealing with [its former 
service provider]. Some of the challenges have been the result of the [contract] itself, which offers 
only limited contractual or financial leverage to change [the service provider’s] performance… 
Regardless, LIPA has historically been reluctant to force change when it had the opportunity.”15  
In the aftermath of Tropical Storm Isaias in 2020, LIPA and the Department of Public Service 
(DPS) investigated the root cause of the poor storm response and concluded that it was a 
management issue. The investigation resulted in 85 recommendations to avoid a reoccurrence, 
including significantly renegotiating the contract with our service provider to strengthen incentives, 
accountability, and LIPA’s ability to provide oversight.16 That reformed contract became effective 
in April 2022, less than two years ago, and resulted in meaningful service provider compensation 
at risk based on performance measures objectively set by LIPA and DPS, among other changes.17  
Implementing the new contract has required significant organizational change at LIPA and its 
service provider over the last two years, including new budget and performance metric setting 
and review processes and a substantial increase in the workload of the LIPA staff. These controls 
were lacking under all prior management contracts dating back to LIPA’s purchase of the electric 
grid in 1998 and are essential in our highly contracted business model if we are to meet our 
objectives for clean, reliable, affordable, customer-first electric service. Fully utilizing these 
contractual enhancements is essential to achieving needed improvements in asset management, 
work management, storm response, clean energy, beneficial electrification, information 
technology, cyber and physical security, cost efficiency, and customer satisfaction, among other 
areas.  
Transparency for our Stakeholders. Over the last decade, we have transformed the quality of 
our communications and greatly increased transparency for our stakeholders. We candidly 
communicate our realities in plain English – through budgets, quarterly performance reports, fact 
sheets, plans, and community events. In those areas where we fall short, we own up to it and 
state what we will do to get back on track. This transparency established accountability and 

 
11 LIPA 2024 Budget, Figure 34 (link) 
12 LIPA 2024 Budget, Figure 26 (link) 
13 LIPA 2024 Budget, Figure 34 (link) 
14 LIPA 2024 Budget, Figure 8 (link) 
15 DPS Management and Operations Audit dated September 13, 2013, page 1-6 (link) 
16 Tropical Storm Isaias, 90-Day Report (link) 
17 LIPA Fact Sheet: Reforming Long Island’s Electric Service (link) 
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credibility with our employees and stakeholders. The quality of service to our stakeholders has 
been recognized through several awards for industry best practices by the American Public Power 
Association, including awards for outstanding utility communications, the 2023 Sue Kelly 
Community Service Award, and the 2024 E.F. Scattergood Award for exceptional service to 
customers.  
Our People and Culture. LIPA oversees a complex electric utility operation with relatively few 
people. In 2014, the utility suffered from low morale and the regular turnover of the senior 
leadership team.18 The 2013 management audit noted LIPA’s “significant need of additional “utility 
management IQ” to be successful.”19 Further, LIPA’s public reputation was for hiring based on 
political connections.20 Over the last ten years, LIPA has built a professional team with high utility 
knowledge and experience and a culture that values service to our community, collaboration, and 
the pursuit of excellence. Our values are the center of our hiring, promotion, performance 
evaluation, and pay decisions. Together, we navigated the challenges of the pandemic, changing 
employee expectations related to flexible work policies, the significant increase in workload 
following our reformed service provider contract in 2022, and the turnover of an aging workforce. 
By offering exciting work and by acting on our employees’ feedback, our employee engagement 
consistently benchmarks to be among the top 10 percent of employers. Our people and our culture 
are the solid foundation for our future performance. Serving alongside our talented and expert 
public servants has been an honor and a privilege. 
 
The Value of Public Service 
Ten years ago, I joined LIPA from the private sector to serve as Chief Financial Officer. As an 
investment banker, I had the privilege to work with, learn from, and know the leadership of many 
of the nation’s largest public power utilities. Joining LIPA at the time I did – in the aftermath of 
Superstorm Sandy and the LIPA Reform Act, with a new Board, a new service provider, a new 
management team, and a large set of historic challenges — was an opportunity to serve the public 
and apply what I had learned from so many in my career.  
 
LIPA’s challenges lived up to their reputations, but our accomplishments were the reward. Over 
the last decade, I have dedicated most of my time and energy to my role, often exceeding 60 or 
70 hours a week. I did so with great contentment, realizing the importance of the work, as a public 
service. That has been possible with my wife’s extraordinary understanding and support as we 
have parented our three amazing, talented, and loving young children.  
 
I am as excited about LIPA’s opportunities as ever. I leave with many things to do. But with a 
sound foundation, now is the right time to turn my attention from our shared LIPA garden to 
another garden entrusted to me – my family. The next leader of LIPA will navigate the clean 
energy transition while maintaining reliability, affordability, fiscal sustainability, and the expiration 
of our service provider contract in December 2025. The task ahead is enormously complex and 
will require the total commitment of a knowledgeable and experienced chief executive and team. 
 

 
18 DPS Management and Operations Audit dated September 13, 2013, page 1-5, footnote 6 (link) 
19 DPS Management and Operations Audit dated September 13, 2013, page 1-6 (link) 
20 “Probe eyes LIPA employees’ links to pols,” Newsday, November 20, 2012 (link) 
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As I step down, I do so with great pride in our successes over the last decade and with unwavering 
optimism for LIPA’s future. I remain committed to the organization’s well-being and will assist in 
any way I can during and after this transition period. I wish LIPA much continued success. 
 
Serving the great State of New York and our customers across Long Island and the Rockaways 
has been an honor and a privilege.  
 
 
With heartfelt appreciation to our Trustees and my colleagues, 
 
 
 
Thomas Falcone 

Tom

Tom
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