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This Annual Disclosure Report does not constitute an offer to sell or solicitation of an
offer to buy any securities. The information set forth herein has been furnished by the Authority
and LIPA and includes information obtained from other sources, all of which are believed to be
reliable. The information and expressions of opinion contained herein are subject to change
without notice, and nothing herein shall, under any circumstances, create any implication that
there has been no change in the affairs of the Authority, LIPA, PSEG, PSEG Long Island,
National Grid, Constellation, or CENG since the date hereof. Such information and expressions
of opinion are made for the purpose of providing information to prospective investors and are
not to be used for any other purpose or relied on by any other party.

This Annual Disclosure Report contains statements which, to the extent they are not
recitations of historical fact, constitute “forward-looking statements.” In this respect, the words
“estimate,” “project,” “anticipate,” “expect,” “intend,” “believe,” and similar expressions are
intended to identify forward-looking statements. A number of important factors affecting the
Authority’s and LIPA’s business and financial results could cause actual results to differ
materially from those stated in the forward-looking statements.

References to website addresses presented herein are for informational purposes only
and may be in the form of a hyperlink solely for the reader’s convenience. Unless specified
otherwise, such websites and the information or links contained therein are not incorporated
into and are not part of this Annual Disclosure Report.
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INTRODUCTION TO THE AUTHORITY AND LIPA

This Annual Disclosure Report for the year ended December 31, 2024 (together with the
Appendices attached hereto, the “ADR?”) is furnished by the Long Island Power Authority (the
“Authority”) as required by the various Continuing Disclosure Certificates (the “Continuing Disclosure
Certificates”) executed and delivered by the Authority relating to certain of its bonds. The ADR
provides information relating to the Authority and its wholly-owned subsidiary, Long Island Lighting
Company (“LILCO” or “LIPA,” as described below), which does business under the names LIPA and
Power Supply Long Island. The Authority, acting through LIPA, provides electric service in its Service
Area (the “Service Area”) which includes Nassau County (“Nassau County”) and Suffolk County
(“Suffolk County”) on Long Island (except for the Nassau County villages of Freeport and Rockville
Centre and the Suffolk County village of Greenport, each of which has its own municipal electric
system that supplies and distributes electricity to ultimate consumers within those municipalities) and
a portion of the Borough of Queens of the City of New York known as the Rockaways.

Certain of the information contained in this ADR is in addition to that required by the
Continuing Disclosure Certificates. Pursuant to the terms of the Continuing Disclosure Certificates,
the Authority is under no obligation to update such additional information or include it in any future
annual report.

Capitalized terms used but not defined herein have the meanings given to those terms in
“Appendix B — Glossary of Defined Terms” attached hereto.

The Authority is a corporate municipal instrumentality and a political subdivision of the State
of New York (the “State”) exercising essential governmental and public powers. The Authority was
created by the State Legislature pursuant to the Long Island Power Authority Act, being Title 1-A of
Article 5 (8§ 1020 et seq.) of the Public Authorities Law of the State, as amended, including as amended
by certain provisions of the LIPA Reform Act (defined below) (the “Act”).

The Authority became the provider of electric service in the Service Area on May 28, 1998, by
acquiring LILCO as a wholly-owned subsidiary of the Authority through a merger. For the period prior
to its acquisition by the Authority, LILCO was an investor-owned utility and is referred to herein as
“LILCO.” For the subsequent period after its acquisition by the Authority, it is referred to herein as
“LIPA.” LIPA is a stock corporation formed and existing under the Business Corporation Law of the
State.

Following its acquisition by the Authority, LIPA retained LILCQO’s electric transmission and
distribution systems (the “T&D System”), certain agreements and contracts for power supply and
transmission, an 18% ownership interest in Unit 2 of the Nine Mile Point nuclear electric generating
station located in Oswego, New York (“NMP2”) and certain other assets and liabilities. (For a
discussion of these other assets and liabilities, see “CERTAIN OTHER MATTERS - LIPA Assets and
Liabilities” in this ADR). The term “System” means the assets of the Authority and LIPA used in
furnishing electric service.

The remainder of LILCO’s assets (including all of its then-existing fossil-fueled generating
units), its employees, and its entire gas supply system were transferred to certain wholly-owned
subsidiaries of KeySpan Corporation (“KeySpan”). In August 2007, KeySpan was acquired by
National Grid plc, a company organized under the laws of England and Wales (“National Grid plc”).
Each subsidiary of KeySpan that acquired assets or employees of LILCO now does business under the



name “National Grid” (each such subsidiary is referred to herein as a “National Grid Sub” and
collectively the “National Grid Subs™).

Relationship of the Authority and LIPA

LIPA is a State corporation and a wholly-owned subsidiary of the Authority. Pursuant to
LIPA’s organizational documents, the Authority conducts and manages LIPA’s business and affairs.
Accordingly, LIPA is controlled by the Authority. The Authority is governed by a Board of Trustees
(the “Board” or “Board of Trustees”) as described herein.

The Authority and LIPA are parties to a Financing Agreement (the “Financing Agreement”)
providing for their respective duties and obligations relating to the financing and operation of the retail
electric business in the Service Area, which is included herein by specific cross-reference.

Pursuant to the terms of the Financing Agreement, the Authority is to issue all debt for the
Authority and LIPA. This debt includes all Bonds and Subordinated Indebtedness issued and to be
issued. The proceeds of all such debt are to be treated as loaned from the Authority to LIPA, which
will repay such loans from the revenues it receives from its electric business. To secure the loans,
LIPA has pledged all its revenues to the Authority, which has, in turn, pledged such revenues as
security for such debt.

Pursuant to the terms of the Financing Agreement, LIPA conducts the electric business in the
Service Area and provides service to customers in the Service Area. The Authority and LIPA are also
parties to an Administrative Services Agreement described below under which the Authority provides
personnel, personnel-related services and other services necessary for LIPA to provide electric service
in the Service Area. See “LONG ISLAND POWER AUTHORITY - Management and Operation of
the System.”

Changes to the Authority-LIPA Relationship and Resolution

Prior to its acquisition by the Authority, LILCO was an investor-owned utility. To effectuate
the acquisition, the Authority adopted the Resolution (defined below) and purchased all the outstanding
common stock of LILCO with the proceeds of the initial issuance of bonds under the Resolution.
That acquisition was the subject of an Internal Revenue Service letter ruling which confirmed that the
acquisition would not result in a federal tax liability to the Authority. The Authority’s staff proposed
to simplify the Authority’s operations by consolidating the Authority and its subsidiary and
successfully sought a letter ruling from the Internal Revenue Service to confirm that there would be no
federal tax liability to the Authority or LIPA as a result of the merger of LIPA into the Authority.
Subsequently, the Authority and LIPA adopted a plan of merger, which was approved by the LILCO
Board of Trustees in December 2024. In addition, in light of the planned consolidation, the staff
proposed amending and restating the Resolution (as so amended and restated, the “Amended and
Restated Bond Resolution”), which Amended and Restated Bond Resolution was approved and
adopted by the Authority’s Board on July 22, 2020. There are conditions to the effectiveness of such
amendments as described below.

The Consolidation Amendments
In connection with effectuating the potential consolidation, the Amended and Restated Bond

Resolution contains amendments that: (i) reflect the consolidation of LIPA with the Authority and the
termination of agreements between the Authority and LIPA in connection with such consolidation;

-2-



(ii) delete references to agreements between the Authority and LIPA, (iii) delete references to debt of
LIPA which is no longer outstanding; (iv) provide for adjustments in flow of funds provisions related
to the foregoing; and (v) modify other provisions which would no longer be necessary upon the
consolidation of LIPA into the Authority and the assumption of all liabilities of LIPA by the Authority
(collectively, the “Consolidation Amendments”).

The Additional Amendments

In addition to the Consolidation Amendments, the Authority’s staff proposed other
amendments unrelated to the proposed consolidation that are generally intended to update the
Resolution by (i) amending the definition of Operating Expenses and related flow of funds provisions
to permit Payments in Lieu of Taxes to be paid as Operating Expenses on the same basis as taxes,
(i) including an enhanced debt service coverage ratio in the Authority’s rate covenant (from 100% to
110% of Debt Service, and amounts under all Parity Contract Obligations, payable by the Authority in
the applicable fiscal year), (iii) including a debt service coverage ratio as a condition to issuance of
Bonds, and (iv) amending various other provisions of the existing Resolution, without regard to
whether the proposed merger of LIPA occurs (collectively, the “Additional Amendments” and together
with the Consolidation Amendments, the “Proposed Amendments”).

Effectiveness

Among other requirements, the Proposed Amendments’ effectiveness is subject to the consent
or deemed consent of the holders of a majority in principal amount of all Outstanding Bonds. As of
June 1, 2025, the holders of approximately 64.5% of the Outstanding Bonds have consented to the
Proposed Amendments set forth in the Amended and Restated Resolution, which is in excess of the
majority required by the Resolution. In addition, the Proposed Amendments are subject to the consent
of certain other parties, including the providers of credit or liquidity facilities relating to the Authority’s
Bonds or other obligations. The Authority is in the process of obtaining all necessary consents and
expects to effectuate the Proposed Amendments by the end of 2025.

The Amended and Restated Resolution will be effective upon the filing with the Trustee of
consents (which have not been revoked), executed by Holders (or, to the extent provided by the
Supplemental Resolution authorizing any series of Bonds, bond insurers, credit providers or others
deemed to be Holders or the underwriters of any series of Bonds), or upon the deemed consent of the
Holders, of not less than a majority in principal amount of the Bonds then Outstanding. The Amended
and Restated Resolution provides that following its effectiveness, the Authority will mail notice of
such amendment to the Holders of the Bonds as provided in the Resolution. The Authority is in the
process of obtaining the other necessary consents required to make the Amended and Restated
Resolution effective. The Resolution provides that, upon the filing of certain proofs with the Trustee
as to such consent and the giving of the required notice to the Holders of Bonds, the Amended and
Restated Resolution and the Amendments set forth therein shall be deemed conclusively binding upon
the Authority, the Trustee and the Holders of all Bonds.

Partial Effectiveness

The Authority’s Board also authorized staff to file an amended and restated Resolution
reflecting only the Proposed Amendments as are consented to, in the event that all Proposed
Amendments do not receive the consent of a majority of the holders of Bonds outstanding, or an
amended and restated Resolution reflecting only the Additional Amendments, in the event that the
consolidation is not pursued. Certain of the Proposed Amendments may not require the consent of the
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Holders of Bonds. Notwithstanding the inclusion in the Amended and Restated Bond Resolution, the
Authority reserves the right to implement any such Proposed Amendments that do not require the
consent of the Holders of Bonds in accordance with the terms of the existing Resolution.

System Operation by the Authority

To assist the Authority (acting through LIPA) in providing electric service to the Service Area,
the Authority and LIPA have entered into operating agreements. These agreements provide the
Authority and LIPA with the operating personnel and a significant portion of the power supply
resources necessary for LIPA to provide electric service in the Service Area. Below is a summary of
certain of LIPA’s basic operating agreements.

T&D System

Commencing January 1, 2014, a wholly-owned subsidiary of Public Service Enterprise Group
Incorporated (“PSEG”) dedicated to the operations of the T&D System (“PSEG Long Island”’) became
the service provider pursuant to the Amended and Restated Operations Services Agreement between
LIPA and PSEG (the “2014 OSA”). Pursuant to the 2014 OSA, PSEG Long Island is responsible for
T&D system management, including among other functions, the management of day-to-day operation
and maintenance, customer service, billing and collection, and meter reading. Under the OSA, PSEG
Long Island manages day-to-day T&D System operating functions as well as certain administrative
support functions. PSEG Long Island is also the retail brand for electric service on Long Island. See
“THE OSA - PSEG Long Island and ServCo Employees” below. Further information about PSEG and
PSEG Long Island can be found at https://www.psegliny.com.

On December 15, 2021, the 2014 OSA was further amended and restated, effective
April 1, 2022 (the “OSA” or “Reformed OSA”). The OSA has a base term of 12 years, expiring
December 31, 2025 with an option to extend for up to five years upon mutual agreement of the parties.
See “RECENT DEVELOPMENTS” and “THE OSA” below.

Each year, the Authority and PSEG Long Island, with the involvement of the Department of
Public Service (the “DPS,” which is the staff arm of the New York Public Service Commission (the
“PSC™)), develop operating and capital budgets and related Performance Metrics (as such term is used
in the OSA) for the services provided by PSEG Long Island. The Authority retains the ultimate
authority and control over the T&D System assets and certain responsibilities, including to determine
all T&D System rates and charges; to review and approve the Authority’s consolidated budget; to
represent the Authority’s interests in industry and regulatory institutions and organizations; to approve
PSEG Long Island’s appointment or replacement of its senior executive team, including the
president/chief operating officer; and to review and approve power and fuel supply agreements.
Additionally, the Authority has the right to undertake such actions, receive additional information,
consult with the representatives of PSEG Long Island and make recommendations to PSEG Long
Island in order to perform the Authority’s oversight responsibilities and obligations. See “THE OSA”
below.

Power Supply
LIPA entered into a Power Supply Agreement (the “PSA”) with National Grid Generation
LLC, a National Grid subsidiary (“GENCQO”) for a term of 15 years that commenced in May 2013.

The PSA provides for the purchase of capacity and related energy from approximately 3,550 MW of
oil- and gas-fired generating plants (“GENCO Generating Facilities”) on Long Island. The PSA
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provides this capacity for the term of the agreement and provides LIPA with the option to ramp down
(i.e., cease purchasing capacity from) all or a portion of the PSA units. See “THE SYSTEM — Power
Supply” below. This summary of the PSA is not complete and reference is made to the PSA for full
and complete statements of such agreement and all provisions. The PSA has been filed with the
MSRB’s EMMA and is included by specific cross-reference herein. For convenience, a copy of the
PSA can also be found on the Authority’s website (https://www.lipower.org/contracts-and-reports/)
under the caption “Power Supply.” No statement on the Authority’s website is included by specific
cross-reference herein.

LIPA can also purchase energy on a least-cost basis from all available sources on Long Island
(hereinafter referred to as “on-Island”) and outside of Long Island (hereinafter referred to as “off-
Island”), consistent with existing transmission interconnection and T&D System limitations. In
addition to the PSA with GENCO, LIPA purchases approximately 1,639 MW of capacity from
generating facilities on Long Island and elsewhere under various other power purchase agreements.

Power Supply and Fuel Management

Effective January 1, 2015, a PSEG Long Island affiliate, PSEG Energy Resources & Trade
LLC (“PSEG ER&T™), provides power supply and fuel management services to LIPA under two
contracts which are scheduled to expire on December 31, 2025. Following a competitive solicitation
process, the Board approved entering into a new 5-year power supply management services and fuel
management services agreements with The Energy Authority, Inc. (“TEA”), at its December 18, 2024,
meeting. See “RECENT DEVELOPMENTS - 2024 OSA RFP and 2024 PSMFM RFP.”

LIPA, PSEG Long Island, and DPS

The LIPA Reform Act of 2013 (the “LIPA Reform Act”) amended certain provisions of the
Act and established an office within the DPS to review and make recommendations to the Board, the
Authority, and PSEG Long Island related to rates and charges, core utility functions including capital
expenditures, the methods employed by PSEG Long Island for providing safe and adequate service,
and PSEG Long Island’s emergency response plan. The LIPA Reform Act also gives the DPS the
responsibility to investigate and mediate customer complaints. Additionally, the DPS was given the
power to undertake comprehensive and regular management and operations audits of LIPA and PSEG
Long Island, as it does for investor-owned utilities in the State, every five years. The Authority bears
the costs and expenses relating to the DPS’ oversight role, which is approximately $12 million
annually, plus the actual cost of management and operations audits. Under this provision, the DPS
conducted and concluded a management and operations audit in June 2018. LIPA and PSEG Long
Island have been in the process of implementing the audit recommendations pursuant to an audit
implementation plan approved by the DPS and the Board. The subsequent DPS management and
operations audit commenced in the fourth quarter of 2022 and was completed on March 22, 2024. The
2018 DPS Management and Operations Audit, the related Implementation Plan, and the 2024 DPS
Management and Operations Audit can be found on the Authority’s website
(https://www.lipower.org/procurement/management-and-operations-audits/) under the caption
“Management and Operations Audits.”

2024 FINANCIAL INFORMATION

The Authority’s consolidated financial statements and required supplementary information are
attached hereto as Appendix A.



RECENT DEVELOPMENTS
2024 OSA RFP and 2024 PSMFM RFP

On May 29, 2024, LIPA launched a request for proposals (“RFP”) to identify the future service
provider to LIPA after the OSA expires on December 31, 2025 (the “2024 OSA RFP”). The 2024 OSA
RFP sought a service provider for a 10-year term to provide operations services similar to those
currently being provided by PSEG Long Island. Following the completion of the solicitation process
at its April 30, 2025 meeting, the LIPA Board did not approve LIPA staff’s recommendation for the
next service provider. On May 22, 2025, the LIPA Board approved a resolution canceling the 2024
OSA RFP. Under the OSA, LIPA has an option to extend the existing OSA for up to five years upon
mutual agreement of LIPA and PSEG Long Island. On June 15, 2025, LIPA’s Board named a team to
lead the negotiation of such an extension prior to expiration of the OSA to ensure uninterrupted,
reliable, and affordable service for LIPA customers, which remains LIPA’s top priority. The extension
will be subject to approval by the New York State Attorney General and the Office of State
Comptroller.

On May 30, 2024, LIPA launched an RFP to identify the future service provider to LIPA after
its agreements for power supply management services and fuel management services with PSEG
ER&T expire on December 31, 2025 (the “2024 PSMFM RFP”). The 2024 PSMFM RFP sought a
service provider for a 5-year term to provide power supply management services and fuel management
services similar to those currently being provided by PSEG ER&T with certain modifications. In
December 2024, the LIPA Board approved the selection of TEA to provide these services. The new
power supply management and fuel management agreement was approved by the New York State
Attorney General and the New York State Comptroller in March 2025. The preparatory transition
period to the new service provider has commenced and will continue until the end of 2025.

State Inspector General Inquiry

LIPA is aware that the New York State Office of the Inspector General (“IG”) has opened an
inquiry into certain matters related to LIPA. The scope and timing of such IG inquiry is unknown at
this time. LIPA is not aware of any aspect of the 1G inquiry that could have an adverse impact on the
operating results or financial condition of LIPA, and any such impacts cannot be predicted at this time.

Appointment of Chief Executive Officer

On June 25, 2025, the LIPA Board appointed Carrie Meek Gallagher as Chief Executive
Officer, effective July 7, 2025. Ms. Gallagher has over twenty-five years of leadership experience in
public service, energy regulation, and environmental policy, with a deep focus on Long Island and
New York State and has over a decade of direct management and leadership experience in the utility
sector. Ms. Gallagher will succeed John B. Rhodes, who has served as LIPA’s Acting CEO since
March 2024.

Liquidity

The Board Policy on Fiscal Sustainability (as defined herein) requires the Authority to maintain
cash on hand of at least $100 million in its operating account and $150 million in its Rate Stabilization
Fund at each month-end, and to maintain cash on hand and available credit of at least 150 days of
operating expenses. At March 31, 2025, the Authority had approximately 246 days of cash on hand
and available credit.



The Authority’s short-term borrowing program provides resources to meet interim working
capital needs, cash flow requirements due to the seasonality of sales, and cash flow requirements from
unforeseen circumstances such as severe weather events. The Authority is authorized to issue short-
term borrowings (including its revolving credit facility) up to $1.2 billion.

2025 Budgets

PSEG Long Island’s operating and capital requirements are a significant component of the
Authority’s budgets. Overall, the Authority’s 2025 approved operating budget has revenue
requirements of $4.3 billion, and the Authority’s 2025 approved capital budget has expenditures of
$1.0 billion.

Revenue requirements in the 2025 operating budget represent an increase of $146 million as
compared to the 2024 approved operating budget. They are mainly driven by higher debt service costs
and higher power supply costs, which are partially offset by productivity and other cost-saving
initiatives. Debt service requirements and related coverage (i.e., the cash contribution to capital
projects in lieu of issuing debt) are budgeted to increase by $106.4 million, and the 2025 operating
budget increase also included: power supply ($49.3 million), new initiatives ($15.8 million), wages
($15.7 million), non-labor inflation ($10.2 million), and retirement benefits ($3.8 million). Factors
contributing to the 2025 operating budget decreases are cost savings initiatives ($40.1 million), Utility
2.0 & energy efficiency ($7.3 million), uncollectibles ($5.5 million), and other adjustments ($2.4
million).

The 2025 capital budget of $1.0 billion, which represents a $153 million increase over the 2024
approved capital budget, continues to provide for significant investments in the electric grid to enhance
reliability, resiliency, and information technology systems.

The Reformed OSA also provides for PSEG Long Island to earn a variable compensation pool
based on performance relative to up to 110 Performance Metrics set annually by the Authority (with a
recommendation to the Board by the DPS). Performance Metrics are designed to be objectively
verifiable and achievable levels of performance within budget. The OSA requires PSEG Long Island
to file proposed operating and capital budgets and for the Authority to propose Performance Metrics
for the coming year according to an annual schedule. PSEG Long Island submitted its complete set of
2025 proposed budgets in accordance with that schedule. LIPA submitted its complete set of proposed
2025 Performance Metrics to PSEG Long Island and DPS on October 2, 2024. The Board approved
the 2025 operating and capital budgets and 52 Performance Metrics at its December 18, 2024 meeting.

Federal Emergency Management Agency Grants

LIPA received approval from the Federal Emergency Management Agency (“FEMA”) for a
hazard mitigation grant filed under Tropical Storm Isaias totaling approximately $425 million to
continue its successful storm hardening program initiated after Superstorm Sandy. This funding will
enable LIPA to harden circuits covering 426 miles of its distribution system. In 2024, LIPA was also
awarded the second of two $5 million hazard mitigation grants (the first $5 million was awarded in
2023) to harden its infrastructure in underserved communities across Long Island under the FEMA
Major Disaster declaration for COVID-19. For further information, please see APPENDIX A -
Audited Basic Financial Statements.

In June 2025, President Trump and other administration officials expressed a desire to reduce
or eliminate FEMA following the 2025 hurricane season. The President said FEMA will immediately
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reduce funding to states. A FEMA Review Council has been formed and tasked with recommending
changes to FEMA. Both the extent of potential FEMA changes and their impact on LIPA’s finances
and operations, including expected grant funding, are unknown at this time.

Impacts from the COVID-19 Pandemic

Due to the economic impact of the COVID-19 pandemic, the Board, in 2021, approved a
modification to the Delivery Service Adjustment (“DSA”) electric rate mechanism to capture budget
variances related to uncollectible expense during periods affected by a government-ordered or Board-
authorized moratorium on service disconnections and up to two years following the end of such
moratorium. The moratorium on disconnections for nonpayment ended on May 1, 2022, and as such,
the DSA modification ended on May 1, 2024. Through a combination of State- and LIPA-funded
arrears forgiveness programs and the improvement in economic conditions, LIPA’s arrears balances
and associated uncollectible expenses have trended back to historically average levels.

Integrated Resource Planning
2023 Integrated Resource Plan

An Integrated Resource Plan (“IRP”) is a comprehensive assessment by the Authority and
PSEG Long Island of LIPA’s generation, transmission, and demand-side resources for meeting future
demand. The IRP examines potential strategies within the Authority’s control to respond to evolving
developments in both electricity supply and demand, including recent changes in law and policy
initiatives as well as the scheduled expiration of major contracts. The Authority’s 2023 IRP, which
was released to the public during the Authority’s November 15, 2023 Board of Trustees meeting, was
a collaborative effort led by PSEG Long Island with active involvement from the Authority’s staff and
assistance from utility consultants and industry researchers. LIPA provided opportunities for public
participation in February 2024 via public sessions. Following the public sessions, the Board of Trustees
approved the 2023 IRP at its March 24, 2024 meeting.

LIPA’s IRP builds upon the goals established in the State’s Climate Leadership and
Community Protection Act (the “CLCPA”), which calls for Statewide actions to decarbonize the
electric grid, including 70% electric generation from renewable energy sources statewide by 2030 and
a 100% zero-emissions electric system by 2040. The CLCPA includes specific resource goals, such as
1.5 GW and 3 GW of energy storage by 2025 and 2030, respectively, and 9 GW of offshore wind by
2035. The Governor and, as further discussed below under “2024 Energy Storage Order and
Roadmap,” the PSC have announced additional targets for certain technologies, such as 6 GW of
energy storage. A significant portion of the economy-wide carbon emissions reductions will come from
using the zero-carbon electric grid of the future as the clean energy source to decarbonize other sectors
of the economy, including transportation, building heating, industry, and agriculture. LIPA is
supporting decarbonization by implementing its own demand- and supply-side programs that
contribute to the Statewide clean energy goals and by providing funding to the New York State Energy
Research and Development Authority (“NYSERDA”) for LIPA’s pro rata share of the cost of
Statewide clean energy procurements and customer incentive programs.

The IRP shows that with the anticipated addition of new clean resources and demand-side
programs, LIPA’s carbon footprint will decline by over 70% from 2010 levels by 2030, while
electricity sales are expected to remain steady as energy efficiency, rooftop solar and time-of-day rates
continue to moderate growth driven by the economy. Beyond 2030, electrification of transportation
and buildings will drive sharp growth in the System’s peak load. The IRP envisions several new
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demand-side management (DSM) programs in future years, including managed systems for charging,
heating, and cooling that signal customer-owned devices to shift energy usage from peak load hours in
the summer and winter. On the supply side, local and statewide clean energy programs already
underway will add thousands of megawatts of clean resources to the Long Island and Rockaways
electric grid, including about 1,400 MW of customer-owned solar and local solar farms, 3,000 MW of
offshore wind, up to 750 MW of battery storage and three new interties to Con Edison’s system for
trading power over the Propel NY Energy transmission project, which is expected to begin construction
in 2026. As renewable resources and related transmission system upgrades come online, LIPA expects
to phase out power contracts with Long Island fossil generation owners over time, which is likely to
lead to some unit retirements. The Authority factors in projected expenditures associated with CLCPA
into its capital planning processes as well as into the Utility 2.0 Energy Efficiency Plan, and power
supply budgets. LIPA continues to monitor the impact of policy realignment under the new federal
administration and potential impacts to renewables as they relate to meeting the State’s clean energy
goals.

2024 Energy Storage Order and Roadmap

On June 20, 2024, the PSC issued the Order Establishing Updated Energy Storage Goal and
Deployment Policy (the “2024 Energy Storage Order”), which can be found on NYSERDA’s website,
adopting an updated statewide deployment goal of 6 GW of energy storage resources by 2030, with an
interim goal of 1.5 GW by 2025, compared to the current installed storage capacity of about 500 MW
across the residential, retail and bulk market segments. The 2024 Energy Storage Order adopted certain
recommendations aimed at achieving the 6 GW goal proposed by DPS and NYSERDA in “New York’s
6 GW Energy Storage Roadmap: Policy Options for Continued Growth in Energy Storage,” which was
filed on December 28, 2022, and updated on March 14, 2024 (as updated, the “Roadmap”). The
Roadmap proposed general program design considerations, market rule changes, and procurement
strategies, including programs to procure an additional 4.7 GW of new storage projects in the State’s
bulk, retail, and residential energy storage sectors. The analysis performed for the Roadmap estimated
that deployment of 6 GW of storage by 2030 will yield an estimated $1.94 billion (net present value)
in net societal benefits to the State, due to increased delivery of renewable energy and reduced reliance
on other more expensive firm capacity resources.

In December 2024, the Board authorized LIPA to spend $4.1 million for residential and retail
energy storage programs over the first three years of the Roadmap implementation period, 2024-26.
Beginning in 2025, PSEG Long Island plans to provide residential customers with financial support
for purchasing and installing energy storage systems paired with new or existing solar. PSEG Long
Island continues to evaluate the potential benefits and costs for a potential Long Island incentive
program for retail storage projects sized up to 5 MW, as part of the 2025 Annual Update of LIPA’s
Utility 2.0 Energy Efficiency Plan.

In October 2024, NY SERDA submitted its Bulk Energy Storage Implementation Plan Proposal
to the PSC, which can be found on DPS’ website, and such proposal anticipates that LIPA will
participate on a voluntary basis and fund its proportionate share of the statewide cost of bulk storage
programs. LIPA expects to participate in the utility-scale storage program using a mix of self-
procurement and reimbursement to NYSERDA for a portion of the cost of statewide procurements. To
date, LIPA has awarded contracts to two utility-scale storage projects totaling 129 MW of four-hour
storage to be developed at locations in Shoreham and Islip. These contracts have been approved by
the New York State Attorney General and the New York State Comptroller.



Suffolk County Payments in Lieu of Taxes

The Authority is exempt from payment of real property taxes. However, by statute, LIPA
makes payments in lieu of taxes (“PILOTSs”) for each parcel of real property it acquired from LILCO.
Beginning in calendar year 2015, the LIPA Reform Act capped LIPA’s PILOTSs to no more than 2%
higher per parcel than the prior calendar year. The Authority has paid the PILOT amounts it is
authorized to pay under the LIPA Reform Act. Litigation with Suffolk County and its constituent towns
over the amounts of LIPA’s PILOTSs for the tax years 2014-15 to 2020-21 resulted in a judgment
against LIPA that is currently on appeal. Enforcement of the judgment is stayed pending the
determination of the Authority’s appeal. In 2021, the Authority filed actions against certain Suffolk
County towns to declare the Authority’s properties exempt from property taxes as of the 2021-22 tax
year. In January 2024, the Supreme Court in Suffolk County issued a decision and order declaring the
Authority’s properties in certain Suffolk towns to be exempt from property taxes. An appeal by the
towns of that ruling is pending. In July 2023, Suffolk County filed an additional lawsuit against the
Authority and certain Suffolk County towns seeking to have the Authority pay to the County alleged
shortfalls in payments for the 2021-22 and subsequent tax years. That lawsuit is currently stayed. The
Authority estimates the maximum potential exposure for these matters with penalties and interest to be
approximately $186 million through December 2024, plus a potential addition of up to $47 million for
2025 in the event of an adverse result on appeal. LIPA obtained regulatory approval from its Board to
defer the recovery of these costs from its customers until the conclusion of the appeal process. The
Authority does not believe this litigation will have a material adverse impact on its business or the
affairs of the Authority or LIPA.

Power Plant Property Tax Litigation

Under the PSA, the Authority pays the property taxes and PILOTSs on the power plants subject
to the PSA either directly or as a reimbursement to National Grid. To improve affordability and fairness
for customers, LIPA successfully sought reductions to such assessments and associated property tax
bills through litigation that began in 2010. Between 2018 and 2022, LIPA negotiated settlements on
certain plants that will reduce taxes to approximately half of their 2018 levels by 2027. The settlements
included the (i) Town of Brookhaven and the Village of Port Jefferson for the Port Jefferson power
plant (ii) the Huntington Town Board and the Northport-East Northport School District for the
Northport power plant, (iii) Nassau County, North Shore Central School District, and Island Park
Union Free School District for the E. F. Barrett and Glenwood Landing power plants. These settlements
completed the litigation that began in 2010 to reduce legacy power plant assessments and taxes.

T&D System and Power Supply Updates

In 2024, LIPA executed a capacity purchase agreement with Millennium Power Company,
LLC, for a contract of 300 MW for the period from May 1, 2025 to April 30, 2027.

Seven major transmission lines connect the T&D System with the Con Edison system to the
west, with Eversource (Connecticut Light & Power) (“ES-CL&P”) and United Illuminating Company
to the north, and Jersey Central Power & Light (*JCP&L”) to the southwest. The Y-50 Cable (as
defined below) experienced an extended outage and was restored as of October 2024 after Consolidated
Edison completed repairs to the submarine portion of the cable. See “THE SYSTEM - The
Transmission and Distribution System — Transmission Interconnection Facilities” herein for the table
titled “Service Area Transmission Interconnections” detailing seven major transmission lines.
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In November 2021, the Board’s Policy on Transmission and Distribution Operations was
amended to require the Authority to mitigate the effects of climate change through multi-year programs
that reduce the number and duration of outages after significant system disruptions. The Authority has
taken several steps to implement this policy, including storm-hardening investments and expanded
vegetation management programs.

In 2022, PSEG Long Island engaged a consultant to develop a climate change vulnerability
report that explored, among other things, weather trends and the potential impact of higher
temperatures and future sea level rise on load forecasts and the T&D System. The findings of the report
were incorporated into the 2023 IRP. In 2023, the Authority and PSEG Long Island conducted an
expanded Climate Change Vulnerability Study (“CCVS”) based on the most recent available climate
science, the findings of which were presented to the LIPA Board in April 2024. Subsequently, the
Authority and PSEG Long Island developed a Climate Change Resilience Plan (“CCRP”) for the T&D
System which proposed measures to address vulnerabilities identified in the CCVS. Findings from the
CCRP were presented to the LIPA Board in September 2024. The Authority’s CCVS and CCRP are
similar in scope to the climate change vulnerability study and climate vulnerability and resilience plans
required in the PSC’s June 16, 2022, Order to the investor-owned utilities to prepare such studies and
plans. See “CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY - Climate
Change - Climate Leadership and Community Protection Act.”

THE OSA

The following is a summary of certain provisions of the OSA. This summary is not complete,
and reference is made to the OSA for full and complete statements of such agreement and all
provisions. The OSA has been filed with the Municipal Securities Rulemaking Board’s (“MSRB”)
EMMA and is included by specific cross-reference herein. For convenience, a copy of the OSA can
also be found on the Authority’s website (https://www.lipower.org/contracts-and-reports/). In
addition, see “RECENT DEVELOPMENTS - 2024 OSA RFP and 2024 PSMFM RFP above.

Compensation Paid to PSEG Long Island and its Affiliates. The Reformed OSA, effective
April 1, 2022, provides for an annual fixed management services fee (approximately $43.7 million in
2024), a variable compensation pool (approximately $22.9 million in 2024), and a compensation pool
subject to DPS reduction (approximately $18.7 million in 2024), all indexed for inflation. The variable
compensation pool is earned based on performance relative to up to 110 Scope Function-Specific
Performance Metrics set annually by the Authority (with a recommendation to the Authority’s Board
by DPS) and certain Gating Performance Metrics (as such terms are defined in the OSA). The
compensation pool subject to DPS reduction is paid to PSEG Long Island unless the Board accepts a
DPS recommendation to reduce the pool after a DPS determination that PSEG Long Island failed to
follow its emergency response plan or failed to provide safe, adequate and reliable service to LIPA
customers.

Generally, costs and expenses (with no mark-up or profit) incurred by PSEG Long Island while
providing operations services are treated as Pass-Through Expenditures and paid by the Authority
under the OSA rather than from management services fees.

In addition to management services fees, the Authority pays PSEG Long Island for services
provided by PSEG affiliate companies as Pass-Through Expenditures. The majority of services
provided by PSEG affiliates (approximately $26.9 million in 2024) are for certain information
technology systems and services, with other costs related to human resources, procurement, payroll,
accounts payable, enterprise risk management, legal, treasury, and other miscellaneous services. The
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Reformed OSA adds senior manager positions dedicated to the Authority’s operations, including a
Chief Information Officer, Chief Information Security Officer, Vice President of Business Services,
Director of Human Resources, and Director of Emergency Services. These new positions are Pass-
Through Expenditures paid for by the Authority. These new senior manager positions are primarily
dedicated to services previously managed by PSEG affiliates. Under the OSA, LIPA and PSEG Long
Island have further agreed to establish and maintain information technology systems that are separate
and distinct from the systems, data, reports, and information of PSEG Long Island’s affiliates based in
New Jersey. The Authority’s Board approved an information technology system separation plan in
September 2022. As of June 2025, system separation is planned for completion by the end of 2025.
Additionally, the Reformed OSA requires PSEG Long Island to demonstrate cost savings or improved
service for hiring or retaining PSEG affiliates to perform services for the Authority.

Additionally, a PSEG Long Island affiliate, PSEG ER&T, provides power supply and fuel
management services to LIPA under a separate contract from the OSA at a cost of approximately
$20.8 million in 2024, indexed for inflation. The contract with PSEG ER&T ends on December 31,
2025. See “RECENT DEVELOPMENTS - 2024 OSA RFP and 2024 PSMFM RFP.”

Performance and Gating Performance Metrics. The variable compensation pool paid to PSEG
Long Island each year is determined by performance relative to Performance Metrics and Gating
Performance Metrics. The goal of the Performance Metrics is to achieve the strategic direction defined
by the Board for service to customers and industry best practices. Performance Metrics are proposed
annually by the Authority for recommendation to the Board by DPS after consideration of PSEG Long
Island’s comments. Additionally, Gating Performance Metrics are intended to discourage singularly
poor performance. Failure to achieve Gating Performance Metrics, which relate to cost management,
emergency preparation and response, customer satisfaction, and reliability, can reduce the variable
compensation pool by 15% to 100%, depending on the metric.

For 2024, the Authority and PSEG Long Island mutually negotiated and agreed to
61 performance standards (the “2024 Performance Metrics”) distributed across all management
services provided to the Authority and its customers. The performance standards generally either target
the level of service established by Board policy or address identified gaps between that level of service
and the current level of service. Metrics are designed to be achievable levels of performance that are
objectively verifiable with budgeted funds to achieve this performance. These performance standards
are intended to ensure that PSEG Long Island’s compensation is tied to delivering meaningful results
for the Authority’s customers. LIPA Independently Verified and Validated (IV&V) PSEG Long
Island’s performance for each 2024 metric. PSEG Long Island submitted its 2024 Incentive
Compensation Claim to LIPA on March 31, 2025. LIPA issued a report on 2024 Performance Metrics
on May 15, 2025, describing LIPA’s evaluation of the 61 metrics and the resulting 2024 variable
compensation. The report reflects the consensus between LIPA and PSEG Long Island on the
achievement status of all but one of these metrics, Improve Reliability Through Vegetation
Management Work Plan — Hazard Tree Removal (T&D-26), where LIPA’s own assessment reflects a
failure to meet a meaningful budget deliverable. LIPA’s report was followed by an independent review
by DPS. Based on DPS’s review of the information provided by PSEG Long Island and the evaluation
performed and provided by LIPA, DPS recommends LIPA award PSEG Long Island $15.49 million
in incentive-based compensation for its 2024 metrics performance.

PSEG Long Island and ServCo Employees. Under the OSA, PSEG Long Island provides 19 of
the 33 senior managers at the director level or higher and executes management services generally as
an independent contractor for the T&D System on behalf of LIPA in accordance with the standards set
forth in the OSA.
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ServCo, a subsidiary service company of PSEG Long Island, provides 14 of the senior
managers at the director level or higher (and currently eight of the 19 PSEG Long Island senior
manager positions) and substantially all the operations services under the OSA. ServCo consists of
approximately 2,700 employees, including the legacy LILCO and National Grid employees who
transitioned employment to ServCo upon the effectiveness of the 2014 OSA. The salary and benefit
costs of ServCo employees are Pass-Through Expenditures paid by the Authority. Upon the
termination of the OSA, PSEG Long Island will transfer all Membership Interests in ServCo to LIPA
or, at LIPA’s direction, its designee, at no cost.

Management Services. Under the OSA, except for certain rights and responsibilities reserved
to LIPA, PSEG Long Island assumes and undertakes the rights and responsibilities for management of
the T&D System and the establishment of programs and procedures with respect thereto, including: all
electric transmission, distribution and load servicing activities for the safe and reliable operation and
maintenance of the T&D System; day-to-day operation of the T&D System; power supply and planning
and implementation of clean energy programs; engineering activities; preparation of recommended
capital plan; preparation of long- and short-range planning analyses and forecasts; customer services;
maintaining information technology and cyber-security of the T&D System; finance, accounting,
budgeting, longer-term financial forecasting and treasury operations related to the T&D System; and
other general activities such as information technology, human resources, procurement,
communications, environmental health and safety compliance, enterprise risk management, and
implementation of emergency response and reporting. Substantially all operations services are
provided by ServCo.

LIPA has policy-making and oversight responsibilities and obligations for the operation and
maintenance of the T&D System consistent with the LIPA Reform Act and OSA. The OSA also
requires PSEG Long Island to adhere to Board recommendations related to operations services that are
also recommended by DPS. LIPA’s specific rights and responsibilities with respect to the T&D System
include: the right to determine all T&D System rates and charges and establish policies that govern
those rates and charges; the right to review and approve the consolidated budget; the right to review
and make recommendations with respect to all planning studies and load forecasts; the right to approve
all power supply procurements and wholesale contracts; the right and responsibility to establish the
vision and strategic directions pursuant to which management will develop strategic plans; the right to
guide the strategic planning and policy with respect to wholesale markets, integrated resource plan,
and clean energy programs; the right to approve changes to LIPA’s small generator interconnection
process; the responsibility for financing the business and operations of the Authority and LIPA; the
right to conduct governmental relations, external affairs, and communications related to the interests,
operations, and responsibilities of LIPA; access to and ownership of T&D System information systems;
responsibility for compliance with any financing documents and administration of debt service for all
debt of the Authority and LIPA; overall responsibility for the Authority’s and LIPA’s legal matters,
including reporting and related legal compliance; and the right to approve (which approval shall not
be unreasonably withheld or delayed) PSEG Long Island’s decisions regarding the appointment or
replacement of PSEG Long Island’s President and Chief Operating Officer, the four most senior
executive managers responsible for operations, customer care, power supply/wholesale marketing, and
administration, the Chief Information Officer, the Chief Information Security Officer, the Director of
Emergency Management, the Vice President of Business Services, the Vice President of Legal, the
Director of Human Resources and any other Senior Manager who is a Vice President level, Managing
Director level, or above.

Termination of OSA. The OSA contains customary events of default, including bankruptcy,
payment failures and failure to perform material obligations under the agreement, as well as cure rights.
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The OSA may be terminated upon an event of default that has not been timely cured. If a bankruptcy-
related event of default occurs under the OSA, the OSA terminates immediately without further action
by the non-defaulting party. For payment defaults or, in the case of PSEG Long Island and certain of
its affiliates only, credit support-related defaults, the non-defaulting party may terminate upon not less
than 15 Business Days’ written notice to the other party. For other events of default, generally, LIPA
may terminate no later than 18 months after written notice and PSEG Long Island may terminate no
earlier than 18 months after written notice. Immediately upon the expiration or any earlier termination
of the OSA, PSEG Long Island will transfer the membership interests in ServCo and all corporate
books and records to LIPA or, at LIPA’s direction, its designee at no cost to LIPA or its designee.
LIPA and PSEG Long Island will mutually agree upon such instruments, agreements, and other
documents as may be reasonably necessary to effect such transfer.

Additional LIPA Termination Rights. LIPA may also terminate the OSA at any time upon not
less than six months’ notice in the event (i) the T&D System is sold, transferred, or assigned, in whole
or in part, to a federal, state or municipal governmental entity or to a private entity (a “LIPA
Privatization™) or (ii) LIPA has determined to operate and maintain the T&D System with its own
employees (a “LIPA Municipalization”). In addition, if a Change of Control (as defined in the OSA)
of PSEG Long Island or certain affiliated entities occurs, LIPA may terminate the OSA upon not less
than thirty days’ notice. The OSA contains Default Metrics (as defined in the OSA) related to PSEG
Long Island’s performance on emergency preparedness and response, customer satisfaction, and cyber
security. PSEG Long Island’s failing any of the Default Metrics gives LIPA the right to terminate the
OSA. Furthermore, the OSA also contains a Duty of Candor, which gives LIPA the right to terminate
the OSA if PSEG Long Island fails to fully and accurately respond to LIPA or DPS requests or to
voluntarily disclose known matters that may materially impair its performance.

Additional Service Provider Termination Rights. Under the OSA, PSEG Long Island may
terminate the agreement in the event of either a (i) LIPA Privatization, (ii) LIPA Municipalization or
(iii) Change in Regulatory Law (as defined in the OSA). In the event of a termination of the OSA by
PSEG Long Island as a result of a LIPA Privatization, the termination date would be the closing date
of the sale, transfer, or assignment of the T&D System. In the event of a termination of the OSA by
PSEG Long Island by reason of a LIPA Municipalization, the termination date would be the effective
date of LIPA’s employment of the T&D System operating and maintenance personnel or LIPA’s
acquisition of PSEG Long Island service company, whichever first occurs. PSEG Long Island is
required to provide LIPA with no less than six months’ prior written notice of termination by reason
of a LIPA Privatization or LIPA Municipalization unless PSEG Long Island receives less than six
months’ notice from LIPA of such event. If PSEG Long Island exercises its right to terminate the OSA
by reason of a Change in Regulatory Law, the termination notice period would generally extend for 12
or 14 months. In the case of a Change in Regulatory Law that subjects PSEG Long Island (or any of
its affiliates that provides Operation Services under the OSA) to rate or other substantive regulation by
the DPS or any other state utility commission, the OSA will automatically terminate without notice or
further action of the Parties one day prior to the effective date of such Change in Regulatory Law,
unless PSEG Long Island agrees in writing to waive its termination right relating thereto. Under the
OSA, LIPA has the option to extend the effective date of any termination by reason of a Change in
Regulatory Law on a month-to-month basis for up to a maximum of six months upon payment of an
extension fee calculated in accordance with the OSA. In addition, in the case of a termination of the
OSA by PSEG Long Island by assertion of Federal Energy Regulatory Commission (“FERC”)
jurisdiction over the OSA or PSEG Long Island, the OSA permits LIPA to submit to arbitration the
question of whether a delay in the termination of the OSA would be in the public interest and fair and
equitable to the LIPA and PSEG Long Island, and should, therefore, be permitted.
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Service Provider as LIPA’s Agent. The OSA designates PSEG Long Island as LIPA’s agent to
enter into (a) purchase, rental, and other contracts on behalf of and for the account of LIPA to properly
operate and maintain the T&D System, to maintain the records of LIPA, to make such additions and
extensions to the T&D System and, as may be needed from time to time by LIPA, to enter into contracts
for support and back office services related to LIPA, the T&D System, and/or LIPA’s assets provided
that entering into such contracts is consistent with applicable law under the OSA, and (b) to enter into
contracts under LIPA’s tariff with retail customers and wholesale customers/generators under LIPA’s
tariff. The designation as agent enhances the financial benefits and relationship between the parties
under the agreement, including the ability to achieve certain sales and use tax savings.

DPS Rate Proceeding and Budgeting. The OSA establishes a process for proceedings for rate
proposals that seek to increase rates above 2.5% of aggregate revenues annually, for review by the
DPS and recommendation to the Board. The Authority has yet to submit a rate proposal that would
have increased rates in excess of 2.5% of aggregate revenues. The OSA specifically acknowledges the
Board’s sole right to set final and interim rates.

The OSA provides that in any DPS rate proceeding, LIPA will provide evidentiary and other
support and submit its views regarding the LIPA portion of the rate plan, and PSEG Long Island will
be responsible for the rest of the rate plan, and both parties may submit their own views on the filing.
If the DPS proposes a draft recommendation to either party, the parties must work together to determine
if the proposed recommendation is consistent with the OSA and LIPA’s statutory obligations. If the
parties cannot agree on such a conclusion, but the recommendation is presented to the Trustees for
approval, PSEG Long Island may present its views about the recommendation to the Trustees at any
Board meeting prior to a vote. Upon receipt of a final recommendation from the DPS, the parties have
21 days to negotiate and finalize an updated budget, during which time the Board would not take final
action on the DPS recommendation unless necessary to comply with bond covenants or applicable law.
If agreement on the budget is not reached within 21 days, then the parties would submit the matter for
resolution through expedited binding arbitration. See “RATES AND CHARGES - Authority to Set
Electric Rates.”

Customer Rate Changes. The OSA allows either party to propose to the other a rate change
deemed necessary, upon the same basis as stated above. Following negotiations, PSEG Long Island
will prepare a proposal within 30 days for LIPA’s review, and within 30 days thereafter, the parties
will engage in good faith discussions to agree on the rate change proposal. Following this process, the
Authority can implement a change in rates or charges provided it is consistent with the OSA and the
LIPA Reform Act.

Voluntary DPS Rate Filing. For any rate filing permitted, but not required under the LIPA
Reform Act, the OSA sets forth that the process described above will be followed for a DPS
proceeding.

Overall Cap on Certain Service Provider Liabilities. The OSA limits to $40 million the total
amount of damages and reductions in variable compensation and in the compensation pool subject to
DPS reduction that can be sustained by PSEG Long Island in a year or from a single event or
circumstance. Damages for willful misconduct and bad faith breaches are not subject to the overall
cap.
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DERIVATIVES AND HEDGE ACTIVITIES

The Authority uses financial derivative instruments and physical hedges to manage the impact
on its electric rates from changes in electric prices, fuel costs and interest rates.

Commodity Hedging

The Authority is exposed to volatile energy commodity prices in the normal conduct of its
operations. The costs to either purchase and deliver fuel to produce electricity in power plants under
contract to the Authority or to purchase power from other suppliers are recovered from the Authority’s
customers at cost through a power supply charge (the “Power Supply Charge”). An effective
commodity hedging program provides the Authority’s customers with greater stability in power supply
costs.

The Authority manages the volatility of the Power Supply Charge using financial derivatives
and physical hedges according to a risk management program and hedging plan overseen by a Power
Supply Risk Management Committee (“PRMC”). The Authority’s Chief Executive Officer appoints
the members of the PRMC consisting of at least three Authority staff, two of which must be drawn
from Authority senior management. As of March 31, 2025, there are seven members on the PRMC
and three are senior management level. The PRMC has established, maintains, and monitors processes
and controls in the conduct of the Authority’s Power Supply Hedging Program. The power supply
commodity hedging program identifies price and volume targets for power supply commodities with
the goals of stable and reasonable fuel and purchased power costs. The Authority has authorized PSEG
ER&T to implement this risk management plan as the Authority’s agent. As of March 31, 2025, the
Authority had received $23.8 million cash collateral (including initial and variable margin) to the
Authority’s clearing brokers for its power supply commodity hedge positions. The mark-to-market
value as of March 31, 2025, for the Authority’s power supply commodity hedge positions was positive
$72.8 million.

Interest Rate Hedging

The Authority manages a portion of its interest rate risk with derivative instruments. As of
March 31, 2025, the Authority had two interest rate exchange agreements with a total notional amount
of $838.74 million relating to its outstanding and anticipated future indebtedness and an aggregate
mark-to-market value of approximately negative $23.5 million.

The Authority monitors its interest rate derivative exposure regularly. The Authority is subject
to collateral posting requirements on certain of its interest rate derivatives depending on the credit
ratings of the Authority and, in certain cases, of the swap insurer Assured Guaranty Municipal Corp.
(formerly “FSA”) (*Assured”). The Authority has not had to post collateral for its interest rate
derivatives. In the event that the Authority were required to post collateral, the Authority may post the
collateral or provide alternative credit support in lieu of posting collateral and/or executing collateral
documentation.

A downgrade of the Authority’s senior lien debt below Baa2, BBB, or BBB by Moody’s, S&P,
or Fitch may require the Authority to execute collateral documentation related to one swap (with a
mark-to-market at March 31, 2025 of positive $29 million). Regarding a swap insured by Assured
(with a mark-to-market at March 31, 2025 of negative $52.5 million), the Authority may have to
execute collateral documentation if both the insurer’s rating falls below A2 by Moody’s and A by S&P,
and the Authority’s senior lien debt rating falls below A3 by Moody’s or A- by S&P.
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The swap counterparties can terminate the swaps following certain events related to the
Authority, including payment defaults or other uncured events of default or termination events,
bankruptcy, insolvency, bond-related events, or credit rating downgrades of the Authority and/or the
swap insurer (if applicable). Under one of the Authority’s swap agreements, the counterparty does not
have the right to terminate until one of the Authority’s senior lien credit ratings is downgraded below
investment grade. The swap counterparties may also terminate if, following a downgrade of the
Authority and/or Assured below certain levels, the Authority does not provide credit support, post
collateral, or execute collateral documentation.

Under Governmental Accounting Standard Board (“GASB”) Statement No. 53, Accounting
and Reporting for Derivative Instruments, and GASB Statement No. 72, Fair Value Measurement and
Application, the Authority records its derivatives at fair value. For a further discussion of these matters,
and for a summary of certain interest rate exchange agreements, see Note 8 of Notes to Basic Financial
Statements.

Under the Authority’s floating-to-fixed swap with UBS, the effective rate is 69.47% SOFR +
0.0795%. Under the Authority’s floating-to-fixed swap with Citibank, the effective rate is 70% SOFR
+0.0801%. For purposes of this paragraph, “SOFR” means the Secured Overnight Financing Rate, as
administered by the Federal Reserve Bank of New York (or a successor administrator).

RATES AND CHARGES
The Act and the Rate Covenant

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

Rate Tariffs and Adjustments

LIPA’s base retail electric rates reflect rate designs that include fixed customer charges for all
customer classes, seasonal energy rates for all customer classes except street lighting, and seasonally
differentiated demand charges for non-residential customer classes (greater than 7 kW). Economic
development and load retention incentives are provided to a small number of commercial customers.
Miscellaneous service charges, pole attachment charges, and wireless rental charges are also assessed
monthly.

On March 29, 2023, the LIPA Board voted to modernize its standard electric rate for residential
customers in 2024 with a new Time-of-Day (“TOD”) Off-Peak Rate. Under this new standard offering,
customers will also have the options of a Flat Rate or a TOD Super Off-Peak Rate. With the TOD Off-
Peak Rate and Super Off-Peak Rate, customers pay different rates for electricity based on when they use
it. Electric rates are expected to be higher during weekdays from 3 p.m. to 7 p.m. (“peak” hours) but lower

all other hours of the day and on weekends and holidays (“off-peak” and “super off-peak” hours).

Information on both (i) approved modifications and (ii) proposed but not yet approved
modifications to the Authority’s tariff are available in the “Approved Rulemaking” and Proposed
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Rulemaking” sections, respectively, of the Authority’s website: https://www.lipower.org/approved-
rulemaking/.

Besides the base delivery service charges, the Authority’s electric rates include a Power Supply
Charge, a PILOTSs recovery rider (as described below), a rider providing for the recovery of the
Shoreham Credits relating to the Shoreham Property Tax Litigation, a Distributed Energy Resources
(“DER”) Charge to recover the costs of LIPA’s customer-side efficiency programs, the DSA, the
Revenue Decoupling Mechanism (“RDM?”), and the State Assessment charge to recover the cost of the
DPS Assessment (authorized by Public Service Law Section 18-a and the LIPA Reform Act).

The DSA provides cost recovery for certain items that can vary significantly due to external
factors, which items include, among others, debt service (variances in interest rates, capital
expenditures), storm expenditures (variances from the annual budget for storm expenses in base rates),
accrued bad debt expense for up to two years following a government or Board-imposed moratorium
on customer shut-offs for nonpayment, which ended on May 1, 2024, service provider pensions and
other post-employment benefits (“OPEBs”), and incremental expenses incurred during emergencies
other than storms and approved by the Board. The DSA is calculated through the end of September
each year, which allows for the bill impact to be known before annual budget approval and the
adjustment to be implemented on the following January 1 of each year. The RDM functions by
comparing actual revenues with authorized revenues and crediting (or collecting) any differences due
to (or from) customers. The RDM covers all sources of variances in delivery service revenues,
including any net lost revenues attributable to implementing energy efficiency or net metering
programs, any revenue variances (positive or negative) caused by weather patterns, and revenue
variances (positive or negative) that result from changes in economic conditions.

Power Supply Charge

The Power Supply Charge recovers LIPA’s fuel and purchased power costs and transmission
charges associated with power imports. It also recovers the costs associated with LIPA’s compliance
with the State’s Clean Energy Standard (“CES”), including costs incurred in complying with Zero-
Emissions Credit (“ZEC”) requirements. The PSC may also be used in the future to recover costs
associated with LIPA’s cost responsibility for statewide programs to satisfy CLCPA mandates. For
more information on the State’s clean energy initiatives, see “CERTAIN FACTORS AFFECTING
THE ELECTRIC UTILITY INDUSTRY - Climate Change” below.

Section 13105 of the Inflation Reduction Act of 2022 created section 45U, the zero-emission
nuclear power production credit, for electricity produced at a qualified nuclear power facility and sold
by the taxpayer to an unrelated person in tax years beginning after December 31, 2023, and before
January 1, 2033. Tax-exempt and governmental entities, such as LIPA, can benefit from this credit
through an option called Elective Pay, which treats the full value of the credit as a tax payment. The
benefit of this credit which LIPA earns through its 18% ownership of NMP2 is recorded as a reduction
to the Power Supply Charge. LIPA filed for the credit in the amount of approximately $11 million
earned during the 2024 calendar year in May 2025.

Effective January 1, 2022, the Power Supply Charge consists of the market supply charge,
which recovers LIPA’s bypassable costs (i.e., costs which are avoided by LIPA if customers switch to
another commodity supplier) from its bundled customers (the “Market Supply Charge”), and the local
supply charge, which recovers LIPA’s non-bypassable costs (i.e., costs to maintain reliability for all
customers) from its bundled and retail choice customers (the “Local Supply Charge”). The Market and
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Local Supply rates are updated monthly, which is consistent with the process used by other major State
electric utilities.

PILOTs

The Act requires the Authority to make PILOTS related to revenues and certain property taxes.
The Authority makes PILOTSs to municipalities on Authority-owned property it acquired from LILCO
equal to the property taxes LILCO would have paid if the acquisition by the Authority had not occurred.
Part A of the LIPA Reform Act limits increases in the Authority’s PILOTSs on those facilities to no
more than 2% on each parcel per calendar year, beginning in 2015, which is significantly less than the
6.6% rate of growth of property-based PILOTSs over the ten years prior to the LIPA Reform Act. Such
PILOTs are recovered in the Authority’s base rates, which are adjusted annually for the actual amount
of anticipated PILOT payments on Authority-owned property. Property tax expense reimbursed to
National Grid related to the GENCO units, and property taxes and PILOTSs in all other power purchase
agreements, are recovered in the Power Supply Charge.

The Authority also makes PILOTSs for certain State taxes (including gross receipts taxes) and
local taxes (including transit station maintenance surcharges charged by the Metropolitan
Transportation Authority of New York) which would otherwise have been imposed on LILCO. The
PILOTSs recovery rider allows the Authority to recover PILOTS representing these gross receipts taxes
and surcharges.

The Securitization Authority and Restructuring Charges

Part B of the LIPA Reform Act, also referred to herein as the Securitization Law (the
“Securitization Law”), created the Utility Debt Securitization Authority (“UDSA”) and authorized the
issuance of UDSA bonds to retire a portion of the Authority’s existing debt and UDSA’s existing debt
and to fund T&D System resiliency. The Securitization Law authorizes the Authority to adopt
financing orders that create restructuring property and authorize the issuance of restructuring bonds.
The financing orders are irrevocable as the time for any appeal to such financing orders has lapsed.
The Securitization Law requires that the proceeds of the restructuring bonds be used by UDSA to
purchase restructuring property created by a financing order from the Authority and to pay or fund
upfront financing costs. It also requires that the Authority use the proceeds of the restructuring bonds
it receives from its sale of the restructuring property to UDSA only to pay approved restructuring costs,
which include the costs of repurchasing, redeeming, repaying or defeasing certain of the Authority’s
outstanding indebtedness and UDSA’s outstanding indebtedness, along with system and upfront
financing costs, and, if funds remain after the approved restructuring costs are paid, to refund or credit
to consumers any such surplus, to the extent practical. As required by the LIPA Reform Act and each
financing order, each restructuring charge will be adjusted at least annually and if determined to be
necessary, semiannually or more frequently, to ensure that the expected collection of the restructuring
charge is adequate to timely pay all scheduled payments of principal and interest on the related
restructuring bonds and all ongoing financing costs when due.

The LIPA Reform Act mandates that the restructuring charges are irrevocable, non-bypassable
consumption-based charges. “Non-bypassable” means that the restructuring charges will be collected
from customers, as long as such customer is connected to the T&D System and is taking electric
delivery service in the Service Area, even if such customer also produces some of its own electricity
or purchases electric generation services from a provider of electric generation services who is not the
owner of the T&D System Assets and even if the T&D System Assets are no longer owned by LIPA.
Certain customers that self-generate eligible renewable power will only pay restructuring charges
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based upon their “net-billed” consumption. The obligation of customers to pay the restructuring
charges is not subject to any right of set-off in connection with the bankruptcy of LIPA or any other
entity.

A restructuring charge is a Transition Charge (defined below) for purposes of the Authority’s
Electric System General Revenue Bond Resolution (the “Resolution”) and amounts collected in respect
thereof are not Revenues subject to the lien of the Resolution or the Authority’s Electric System
General Subordinated Revenue Bond Resolution (the “Subordinated Resolution”). A restructuring
charge can only pay debt service on the related restructuring bonds and related costs. All payments
from or on behalf of customers, including all Revenues and Transition Charges, are initially deposited
into an allocation account maintained by the Authority and allocated daily by the Authority among
Revenues transferred to the Revenue Fund and the restructuring charges transferred to one of the
collection accounts established under indentures relating to the UDSA restructuring bonds. UDSA
issued approximately $4.5 billion of restructuring bonds in several series effectively exhausting
UDSA'’s ability to issue restructuring bonds under the Securitization Law. However, in August 2021,
legislation was enacted that made changes to the Securitization Law to permit the issuance of additional
restructuring bonds in an amount not to exceed $8 billion (inclusive of the approximately $4.5 billion
of restructuring bonds already issued prior to August 2021) to refund outstanding indebtedness for debt
service savings and fund investment in T&D System resiliency. A total of $6.3 billion of UDSA
Restructuring Bonds have been issued resulting in approximately $1.7 billion in remaining statutory
capacity. In 2024, UDSA did not issue restructuring bonds. At its December 16, 2024 meeting, the
UDSA Board of Trustees (the “UDSA Board”) approved the issuance of additional UDSA
Restructuring Bonds in 2025 for an amount up to such remaining statutory capacity. Any 2025 UDSA
Restructuring Bonds would be issued pursuant to certain irrevocable financing orders adopted by the
UDSA Board in 2022. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS -
Payment of Revenues Pursuant to Financing Agreement.” Restructuring bonds are not obligations of
the Authority, LIPA, PSEG Long Island, or any of their affiliates, and bonds and other obligations
issued or incurred by the Authority and LIPA are not obligations of UDSA.

The Authority’s bills also recover the restructuring charges owed by the Authority’s customers
to UDSA. Restructuring charges are collected by LIPA, as the initial servicer (the “Servicer”), under
servicing agreements between LIPA and UDSA. As Servicer, LIPA is responsible for monitoring the
collateral securing the UDSA bonds, taking all necessary action in connection with adjustments to the
restructuring charges and certain reporting requirements. However, in its role as T&D System manager
under the OSA, PSEG Long Island performs several functions otherwise provided by LIPA, including
billing and collecting the restructuring charges from customers, meter reading and forecasting. For
each issuance of restructuring bonds, UDSA and LIPA also signed an Administration Agreement under
which LIPA, acting as administrator, performs certain administrative and other duties on behalf of
UDSA.

Authority to Set Electric Rates

The Board is empowered to set rates for electric service in the Service Area subject only to
review and recommendation by the DPS under certain conditions. The LIPA Reform Act mandated
that the Authority and PSEG Long Island submit to the DPS any rate proposal that seeks to increase
rates above 2.5% of aggregate revenues annually for review by the DPS and recommendation to the
Board. The Board retains final rate-setting power to accept or reject any particular DPS
recommendation associated with a rate proposal if the Board determines in its discretion the DPS
recommendation is inconsistent with the Authority’s sound fiscal operating practices, any existing
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contractual or operating obligations, or the provision of safe and adequate service. The Authority has
yet to submit a rate proposal that would have increased rates in excess of 2.5% of aggregate revenues.

The Authority uses the Public Power Model of rate-setting, which makes use of the debt service
coverage method in determining revenue requirements. For the Authority this entails an annual fixed
obligation coverage ratio on Authority-issued debt and leases/subscription-based information
technology arrangement (“SBITA”) payments of 1.40x for Authority debt and leases and 1.20x for
Authority and UDSA debt and leases/SBITA payments. The Authority exceeded its target in 2024 by
achieving a fixed obligation ratio of 1.51x. With UDSA’s restructuring bonds included, the coverage
ratio achieved was approximately 1.33x. Depreciation expense, amortization of the acquisition
adjustment and of other regulatory assets, are non-cash expenses excluded from the Authority’s
methodology for coverage calculation.

The Authority’s coverage ratio targets are codified by the Board Policy on Fiscal
Sustainability, which can be found on its website at https://www.lipower.org/about-us/our-purpose/
under the caption “Board Policies.” Achieving these financial targets involves risks and uncertainties,
and therefore the Authority’s actual results may differ from the targets. See “LONG ISLAND POWER
AUTHORITY - Strategic Direction by the Board — Board Policy on Fiscal Sustainability.”

Comparative Rates

The table below sets forth LIPA’s 2024 average residential and commercial rates as compared
with certain New York City metropolitan area electric utilities.

Comparative Rates”

Utility Name 2024 Average 2024 Average
Residential Price Commercial Price
(cents/kWh) (cents/kWh)
Consolidated Edison Co-NY 35.66 28.20
United Illuminating Company 34.06 24.27
Eversource (ES-CL&P) 28.51 22.74
Long Island Power Authority 24.57 21.46
Orange & Rockland Utilities 23.31 16.10
Public Service Elec & Gas Co 20.42 14.69

Source: Form EIA-861M (formerly EIA-826) detailed data: https://www.eia.gov/electricity/data/eia861m/
* Subject to change as 2024 data has not been finalized.

BILLING AND COLLECTIONS
The following table sets forth information relating to the annual net charge-offs for LIPA,

including net charge-offs of customers as part of LIPA’s annual charge-off reconciliation process,
prepared in accordance with the metrics provided for in the Reformed OSA for all years.
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Net Charge-Offs as a Percentage of Total Billed Retail Electricity Service Revenues

20207 2021 2022 2023 2024
Electric Revenues Billed ($000)..... 3,812,469 4,046,947 4,554,610 3,886,761 4,294,886
Net Charge-Offs ($000)................ 13,928 11,271 25,003 34,316 20,403
Percentage of Revenue Billed........ 0.37% 0.28% 0.55% 0.88% 0.47%

* The write-off rate was substantially reduced by temporary actions taken to provide customers relief due to the
impact of the COVID-19 pandemic.

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

Under the OSA, PSEG Long Island must bill and collect such fees, rates, rents, and charges for
the use and services of the T&D System as established by the Authority under the Resolution and the

Act.

Since LIPA owns the System, the Financing Agreement contains covenants as to the operation
and maintenance of the System, and the Resolution contains covenants of the Authority to enforce the
Financing Agreement and assigns to the Trustee certain of the Authority’s rights and interests under
the Financing Agreement, including the right to bring actions and proceedings to enforce the Financing
Agreement.

Pledge of Trust Estate

The Resolution pledges the Trust Estate for the payment of the Bonds and all Parity
Obligations, subject to the provisions of the Resolution, the Act, and the Financing Agreement
permitting certain applications of the Trust Estate and subject to the prior payment of Operating
Expenses.

The Resolution authorizes the application of Revenues to certain purposes free and clear of the
lien of the pledge. These applications include payment of Operating Expenses from the Operating
Expense Fund prior to the deposit of Revenues in the Debt Service Fund. In addition, amounts on
deposit in the Rate Stabilization Fund may be used for any lawful purpose of the Authority or LIPA,
and amounts retained in the Revenue Fund may be used for any lawful purpose of the Authority or
LIPA, as determined by the Authority.

The principal items in the Trust Estate pledged by the Resolution include:

(i) all payments received by the Authority from LIPA under the Financing Agreement,
and all rights to receive the same;

(ii) all Revenues and all right, title, and interest of the Authority in and to Revenues,
and all rights of the Authority to collect and receive the same;

(iii)the proceeds of the sale of Bonds until expended for the purposes authorized by the
Supplemental Resolution authorizing such Bonds; and

(iv)all funds, accounts, and subaccounts established by the Resolution, including
securities credited thereto and investment earnings thereon.
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The Authority covenants in the Resolution that it will not, and will not permit LIPA to, issue
any bonds, notes or other evidences or indebtedness or otherwise incur any indebtedness or contract
obligations, other than Bonds or Parity Obligations, secured by a pledge of or other lien or charge on
the Trust Estate which is prior to or of equal rank or priority with the pledge made by the Resolution,
and that it will not create or cause to be created and will not permit LIPA to create or cause to be
created, any lien or charge on the Trust Estate which is prior to or of equal rank or priority with the
pledge made by the Resolution.

Payment of Revenues Pursuant to the Financing Agreement

Under the Financing Agreement, LIPA transfers to the Authority all its right, title and interest
in and to the Revenues, including all right to collect and receive the same, subject to the provisions of
the Financing Agreement and the Resolution providing for the application of Revenues, and consents
to the assignment by the Authority to the Trustee of its interest therein.

Revenues are defined in the Resolution to mean all revenues, rates, fees, charges, surcharges,
rents, proceeds from the sale of LIPA assets, proceeds of insurance, and other income and receipts, as
derived in cash, directly or indirectly from any of LIPA’s operations, by or for the account of the
Authority or LIPA including but not limited to all payments received by the Authority or LIPA with
respect to any guaranty of performance under any System Agreement and all dividends received by
the Authority as a result of ownership of any stock or other evidence of an equity interest in LIPA;
provided, however, that Revenues shall not include (i) any Transition Charge, (ii) any such income or
receipts attributable directly or indirectly to the ownership or operation of any Separately Financed
Project, or (iii) any federal or State grant moneys the receipt of which is conditioned upon their
expenditure for a particular purpose unless the Authority determines that such moneys constitute
Revenues. Revenues also do not include any amounts, or amounts from any sources, as may be
specified from time to time by Supplemental Resolution; provided, however, that at such time the
applicable additional Bonds tests of the Resolution will be satisfied (whether or not the tests are then
required to be met for other purposes) without regard to such amounts.

Transition Charge means any rates, fees, charges or surcharges relating to the T&D System or
the customers thereof established by irrevocable rate order or other action or instrument, and applicable
to or by the Authority or LIPA, in conjunction with the issuance of debt or other securities under a
separate resolution, indenture or similar instrument (other than the Resolution) to the extent such rates,
fees, charges or surcharges are pledged or otherwise encumbered or conveyed as security for such debt
or other securities (a “Transition Charge”). Each financing order contains a finding that the applicable
restructuring charge is a Transition Charge for purposes of the Resolution. See “RATES AND
CHARGES - The Securitization Authority and Restructuring Charges.”

Funds

The Resolution establishes the following Funds: the Construction Fund; the Revenue Fund; the
Operating Expense Fund; the Debt Service Fund; the Parity Contract Obligations Fund; the
Subordinated Indebtedness Fund; the LIPA Unsecured Debt Fund; the PILOTs Fund; and the Rate
Stabilization Fund, all to be held by or on behalf of the Authority except for the Debt Service Fund,
which is to be held by the Trustee.
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Flow of Funds

The Authority is required by the Resolution, as promptly as practicable after receipt thereof by
LIPA, to deposit all Revenues in the Revenue Fund. Amounts on deposit from time to time in the
Revenue Fund shall be withdrawn and deposited in this order of priority:

FIRST: to the Operating Expense Fund, the amount determined by the Authority from time to
time to be deposited to pay, or to be set aside therein as a reserve for the payment of, Operating
Expenses;

SECOND: (A) to the Debt Service Fund, the amounts required to pay or provide for the
payment of the Principal Installments and Redemption Price of and interest on Bonds and Parity
Reimbursement Obligations; and

(B) to the Parity Contract Obligations Fund, the amount determined by the Authority to be
required to be deposited therein to pay or provide for the payment of Parity Contract Obligations;

THIRD: if such amounts are not expected by the Authority to be required thereafter for
purposes of paragraphs FIRST and SECOND, to the Subordinated Indebtedness Fund, the amount
determined by the Authority to be required to be deposited therein to pay or provide for the payment
of Subordinated Indebtedness;

FOURTH: if such amounts are not expected by the Authority to be required thereafter for
purposes of paragraphs FIRST, SECOND or THIRD above, to the LIPA Unsecured Debt Fund, the
amount determined by the Authority to be required to be deposited therein to pay or provide for the
payment of Outstanding LIPA Unsecured Debt;

FIFTH: if such amounts are not expected by the Authority to be required thereafter for purposes
of paragraphs FIRST, SECOND, THIRD or FOURTH, to the PILOTs Fund, the amount determined
by the Authority to be required to be deposited in such Fund to pay or provide for the payment of
PILOTSs; and

SIXTH: if such amounts are not expected by the Authority to be required thereafter for
purposes of paragraphs FIRST, SECOND, THIRD, FOURTH or FIFTH, to the Rate Stabilization
Fund, the amount determined by the Authority to be deposited therein to provide for any payments or
deposits from Revenues thereafter.

Any moneys remaining in the Revenue Fund may be used for any lawful purpose of the
Authority or LIPA, as determined by the Authority, including, but not limited to, the purchase or
redemption of any bonds, notes or other obligations of the Authority or LIPA.

Rate Covenant

The Authority covenants in the Resolution to establish and maintain System fees, rates, rents,
charges, and surcharges sufficient in each Fiscal Year so that Revenues reasonably expected to be
produced in such Fiscal Year will be at least equal to the sum of:

(i) 100% of Debt Service, and amounts under all Parity Contract Obligations, payable
by the Authority in such Fiscal Year;

(if) 100% of the Operating Expenses payable in such Fiscal Year;
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(1i1)100% of the amount necessary to pay all PILOTSs payable in such Fiscal Year; and

(iv) 100% of the amount necessary to pay other Required Deposits, all other payments
required pursuant to the Resolution and the Financing Agreement, and all other
payments required for the System, for such Fiscal Year.

If at any time such fees, rates, rents, charges, and surcharges are or will be insufficient to meet
the Rate Covenant, it will not constitute an Event of Default if and to the extent the Authority promptly
takes action reasonably expected by the Authority to cure or avoid any such deficiency or to cause the
same to be cured or avoided. In addition, the failure in any Fiscal Year to comply with the covenant in
clauses (iii) and (iv) above (the “non-debt service and operating expense rate covenant”), will not
constitute an Event of Default if the Authority retains a Rate Consultant and a Consulting Engineer to
review System fees, rates, rents, charges, and surcharges and review the System Budget and complies
with the following sentence. If the Rate Consultant (relying upon a Certificate of the Consulting
Engineer) is of the opinion that a schedule of fees, rates, rents, charges, and surcharges for the T&D
System which would provide funds to meet the requirements specified in the non-debt service and
operating expense rate covenant is impracticable at that time and the Authority, therefore, cannot
comply with the non-debt service and operating expense rate covenant, then the Authority will fix and
establish such schedule of System fees, rates, rents, charges, and surcharges as is recommended in such
Certificate by the Rate Consultant to comply as nearly as practicable with the non-debt service and
operating expense rate covenant, and in such event the failure of the Authority to comply with the
non-debt service and operating expense rate covenant will not constitute an Event of Default.

For the Rate Covenant, at any time, (i) Revenues include any amounts withdrawn or expected
to be withdrawn thereafter in any Fiscal Year from the Rate Stabilization Fund which were either (a) on
deposit therein prior to such Fiscal Year or (b) proceeds of Bonds or Subordinated Indebtedness issued
to fund the Shoreham Credits, (ii) Revenues do not include any proceeds from the sale of LIPA assets
or proceeds of insurance, and (iii) Debt Service, Parity Contract Obligations, PILOTs and other
Required Deposits will not include any amounts expected by the Authority to be paid from any funds,
other than Revenues, reasonably expected by the Authority to be available therefore (including without
limitation the anticipated receipt of proceeds of sale of Bonds or Subordinated Indebtedness, or moneys
not a part of the Trust Estate, expected by the Authority to be used to pay the principal of Bonds, Parity
Contract Obligations, Outstanding LIPA Unsecured Debt or Subordinated Indebtedness, other than
proceeds of Bonds or Subordinated Indebtedness issued to fund the Shoreham Credits), which
expectations, if included in a resolution of the Authority or Certificate of an Authorized Representative,
will be conclusive.

In addition, the Authority covenants in the Resolution to review, or cause LIPA to review, the
adequacy of System fees, rates, rents, charges, and surcharges at least annually. Except to the extent
required by law, the Authority covenants not to permit LIP