SLIPA

Internal Audit Update

Finance and Audit Committee Meeting

Presented by: Cathy Widmark, Director of Audit Services

September 30, 2026

The Power is Yours




Discussion Topics

;';I% 2026 / 2027 Audit Plan and Activities Status

;'/'l: Open Management Action Plans

;':l% Appendix A: Audit Plan Scope

2 Internal Audit Update | Finance and Audit Committee September 30, 2026




Long Island Solar Farm | Upton, New York

2026 / 2027 Audit Plan and Activities Status
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Audit / Review Name

2026 / 2027 LIPA Internal Audit Plan and Status of Activities

2026 Audits
LIPA and UDSA Select Internal Control Review (2026) 1/2/2026 TBD
PSEG Long Island Contract Compliance for Anti-Discrimination 10/28/2025 1/16/2026
PSEG Long Island Storm Invoicing Process 12/6/2024 5/18/2026
PSEG Long Island Fleet Asset Management 1/13/2025 5/5/2026
PSEG Long Island Customer Credit and Collections (inclusive of expanded scope) 9/15/2025 TBD
PSEG Long Island Employee Expenses 1/20/2026 TBD
PSEG Long Island Third-Party Assets and Billing 3/23/2026 TBD
LIPA Cybersecurity Practices — Incident Response 5/6/2026 TBD
LIPA Records Management Program TBD TBD
PSEG Long Island Customer Data Protection TBD TBD
2027 Audits
LIPA and UDSA Select Internal Control Review (2027) TBD TBD
PSEG Long Island Pole Inspection and Reinforcement TBD TBD
o e e i
PSEG Long Island Protected Customer Program Enroliment TBD TBD
PSEG Long Island Nine-Mile Point 2 TBD TBD
PSEG Long Island Vegetation Management TBD TBD
PSEG Long Island Property Damage Claims TBD TBD
PSEG Long Island Payment Processing TBD TBD
PSEG Long Island Physical Security TBD TBD
Audit Assist Projects
LIPA Office Emergency Incident Response Consulting Review 2/16/2026 N/A
PSEG Long Island Customer Credit and Collections Follow-Up Review TBD N/A

LIPA and
PSEG Long Island

M&O Audit Implementation Plan Review and Validation
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Status Legend

Complete Reporting In Process

Planning

4/17/2024

Not Started

Delayed
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Open Management Action Plans

Total # of
Total # of Open Open Action Plan

Audit / Review Name Observations ~ High-Risk Status

Observations

LIPA and
UDSA Internal Controls 4 0
PSEG Long
Island Clean Energy Program 2 0
PSEIC;;‘S”Q Asset Management - Outside Plant Poles Audit 2 1
PSEG Long Fleet Asset Management Program 4 0
Island
PSEG Long Storm Invoicing Process 20 0
Island
Total Open Observations 32 1

*Note — High-Risk observations require immediate management attention.

A total of 9 Management Action plans were closed since the June 2026 F&A Committee meeting.
All Management Action plan items are independently verified and validated by LIPA Internal Audit prior to closure.
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Cathy Widmark
Director of Audit Services

Questions?
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Appendix A
Internal Audit Plan Scope
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Audit Plan Scope

Audit / Review Name

2026 Audit Scope (to be finalized during planning phase)

LIPA and UDSA

Select Internal Control Review

Evaluate the adequacy and effectiveness of select key internal controls for LIPA and UDSA's Business Processes. Review of LIPA and
UDSA Internal Control processes to be completed over 3-year planning cycle.

PSEG Long Island

Storm Invoicing Process

Evaluate the adequacy and effectiveness of the internal controls related to the Storm Invoicing process. This will include a review of select
invoices to determine whether PSEG Long Island invoiced storm costs are accurate and in compliance with the terms of the 2" A&R OSA,
LIPA’s Guidelines for Storm Invoice Review, FEMA requirements, applicable PSEG Long Island Emergency Response Implementation
Procedures (ERIPs), and other prudent utility standards and best practices. This review will include, but may not be limited to, a review of
direct labor charges (including overtime) inclusive of crew availability, schedules, direct material costs, outside services costs, storm card
costs as applicable, and PSEG Long Island’s management of storm resources inclusive of vendor oversight.

PSEG Long Island

Customer Credit and Collections

Evaluate the adequacy and effectiveness of the internal controls related to customer credit and collection activities including compliance
with applicable laws, regulations, and company policies, 16 NYCRR Part 11 (also known as Home Energy Fair Practices Act (HEFPA)) and
the LIPA Tariff for Electric Service. The audit will also include, but not be limited to outbound collections, Deferred Payment Agreements
(DPA), Arrears management, Collections workflows, Call Scripting and customer communications, supervisory oversight and QA processes
(including KPI’s), existing management reporting and controls, bankruptcy, Debt Next, collection agencies, write-offs and recoveries.

As per the May 2026 Board meeting, the scope of this audit was expanded to also include the addition of the following functions, processes
and programs: Suspension and Termination Procedures, Complaint Management and Escalation processes, and Vulnerable Customer
Protections and Low-Income Assistance Programs.

PSEG Long Island

Fleet Asset Management

Evaluate the adequacy and operating effectiveness of processes and controls related to fleet management, ensuring compliance with
regulatory requirements and strategic goals. This will include an evaluation of fleet inventory accuracy and completeness, fleet condition
assessments, including maintenance and vehicle replacements/retirements, procurement processes, PSEG Long Island’s analysis and
studies of fleet electrification including potential funding and progress towards state mandates and requirements, registration and tax
implication of vehicle sales including asset recovery, safety management systems for reporting vehicle-related incidents, motor vehicle
accident claims administration; and environmental inspection and safety processes related to fleet facilities.

PSEG Long Island

Employee Expenses

Evaluate the adequacy and operating effectiveness of processes and controls related to employee expenses, ensuring compliance with
company policies, procedures, and applicable regulatory requirements. This evaluation will include reviewing employee expenses, use of P-
Cards, and expense reimbursements to determine whether employee expenses are valid, accurate, and properly supported; expenses
comply with internal policies and relevant tax and legal guidelines; approval workflows are appropriately followed and adequately
segregated; timeliness of the reimbursement process; reimbursement trends and potential anomalies or high-risk patterns; assessment of
current practices against industry standards and internal control best practices; and controls over expense submissions and payments are
functioning effectively to prevent fraud, errors, or abuse.
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Audit Plan Scope (continued)

Audit / Review Name 2026 Proposed Scope (to be finalized during planning phase)

Evaluate the adequacy and operating effectiveness of processes and controls related to PSEG Long Island’s Third-Party Assets and
Billing ensuring compliance with regulatory requirements and strategic goals. The focus of this audit will include an assessment of the
following: Fees for third-party attachments (e.g., Verizon, Cablevision, American Traffic System) occupying space on LIPA owned
utility poles, including evaluating: Governance over third-party agreements, including maintenance of contracts, renewals, and pricing
PSEG Long Island Third-Party Assets and Billing updates, assessing compliance with relevant accounting policies, inter-utility agreements, and industry best practices; end-to-end
processes for billing third-parties for non-electric commodity services, including accurate and completeness of invoice processing;
adequacy and completeness of supporting documentation and evidence retained for billed services; the accuracy and completeness of
revenues recorded from third-party billings, ensuring proper recording and reconciliation in the general ledger; and the adequacy of
system controls related to access, segregation of duties, and audit trails within billing and financial reporting systems.

Evaluate the design and operating effectiveness of the LIPA records management program, including property records, to ascertain

LIPA Records Management Program ; . . : . : . i ;
records required for business and compliance purposes are retained in accordance with laws, regulations, and business requirements.

Evaluate the effectiveness of controls in place to protect customer data from unauthorized access, loss, or misuse and to ensure
ompliance with applicable data privacy laws and company policies. The audit will focus on the policies, procedures, manual and
echnical safeguards established to protect customer data across the organization. The review will cover the collection, storage,
ransmission, access and disposal of customer data, including personally identifiable information (PII).

PSEG Long Island Customer Data Protection

Evaluate the design and operating effectiveness of LIPA’s cybersecurity incident detection, response plan, and practices. The audit
will evaluate whether processes, controls, and governance structures are appropriately designed to identify, respond to, contain,
remediate, and recover from cybersecurity incidents in a timely and effective manner.

Cybersecurity Practices — Incident

LIPA Response
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Audit Plan Scope (continued)

Audit / Review Name 2027 Proposed Scope (to be finalized during planning phase)

Evaluate the design and operating effectiveness, regulatory compliance, and internal controls associated with pole inspection,
maintenance and structural reinforcement processes to ensure that poles are properly maintained, deteriorating poles are identified
PSEG Long Island Pole Inspection and Reinforcement and remediated prior to creating safety or reliability risk. The review will include an assessment of the program governance and
strategy (including budgetary and financial controls); inspections operations and data integrity, including risk monitoring and quality
control; prioritization deployment and remediation workflow; and contractor management.

Evaluate the design and operating effectiveness of controls over Contributions in Aid of Construction (CAIC) charges to ensure they
are accurately calculated, fully supported by current project cost estimates, and consistently applied in accordance with LIPA's Tariff
for Electric Service. This will include comparing project cost estimates and assumptions to actual construction costs to identify
variances; assessing whether such variances result from cost overruns or from outdated or understated cost estimates; and

Contributions in Aid of Construction determining whether controls exist to update estimates as needed. As part of this, the audit will evaluate the Compatible Units (CU)
PSEG Long Island | (CAIC) Cost Recovery and Payment charges used to support CAIC calculations, including whether CUs are reviewed and updated in accordance with policy (e.g., required
Administration annual review) to reflect current work practices and costs. The audit will also evaluate controls over the establishment and

administration of CAIC payment milestones and schedules, which are based on the size, cost, and magnitude of each project,
including verification that payments collected align with the agreed milestone schedule. Where an Applicant Community elects to have
LIPA finance construction and recover costs via a surcharge, the audit will verify that the required visual benefit assessment (VBA)
and Memorandum of Understanding (MOU) are properly obtained and on file before the start of construction.

Evaluate the design and operating effectiveness of controls over the identification, enroliment, and maintenance of protected
customers to ensure eligible customers including senior citizens, individuals with disabilities or medical impairments, customers with
life support equipment, Emergency Contact/Referral Information (ECRI) participants, and Low-to-Moderate Income (LMI) customers
are accurately identified, timely enrolled, and appropriately maintained in accordance with applicable regulatory requirements and
company policy. The audit will assess the adequacy of intake and verification processes, the accuracy and completeness of protected
customer designations in billing and customer information systems, and the timeliness of enroliment and re-certification (where
required). The audit will also evaluate compliance with applicable federal, state, and regulatory requirements governing protected
customer classes, including but not limited to the NY Home Energy Fair Practices Act (HEFPA) and PSC regulations (16 NYCRR Part
11) governing medical emergency and life support certifications. Collections and termination processes are excluded from the scope of
this audit.

PSEG Long Island |Protected Customer Program Enroliment

Evaluate the adequacy and operating effectiveness of processes and controls related to LIPA’s 18% ownership interest in Nine-Mile
Point 2 nuclear station, as it relates to the proportionate share of operating costs, capital expenditures and long-term obligations, as
PSEG Long Island Nine-Mile Point 2 well as benefits generated by the facility including power output and other contractual rights. This audit will include a review of
processes and controls related to governance and oversight activities, financial monitoring and cost allocations (including invoicing),
verification of ownership benefits, regulatory, risk and reporting monitoring processes.
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Audit Plan Scope (continued)

Audit / Review Name 2027 Proposed Scope (to be finalized during planning phase)

Evaluate the design and operating effectiveness of internal controls, regulatory compliance, risk mitigation strategy, and financial
controls associated with the vegetation management program. The focus of this audit will include but not be limited to procurement
PSEG Long Island Vegetation Management and bidding strategies; organizational design, structure and staffing; process documentation review; risk monitoring and quality
control; schedule development, prioritization and deployment; Cycle Tree Trim, Trim to Sky, and Hazard Tree removal initiatives;
budget, invoice and monthly reporting; public safety considerations; as well as vegetation intelligence technology and software.

Evaluate the adequacy and operating effectiveness of processes and controls related to PSEG Long Island’s Property Damage
Claims ensuring compliance with regulatory requirements and strategic goals. The focus of this audit will include an assessment of the
following: Recovery of costs incurred to restore company property damaged by external parties, including evaluating: governance over
the management of property damage claims, including assessing the process from initial claim intake through investigation,
evaluation, negotiation, and settlement to ensure claims are handled accurately, timely, and consistently; end-to-end processes for
claims arising from utility operations, including but not limited to damages caused by: buried infrastructure (e.g., water or gas main
breaks), above-ground infrastructure (e.g., downed power lines, fallen poles, or trimming incidents), construction, maintenance, or
repair activities, or other negligent acts or omissions by the company or its contractors; the accuracy and completeness of costs
recovered from property damage claims, ensuring proper recording and reconciliation in the general ledger; and the adequacy of
system controls related to access, segregation of duties, and audit trails within billing and financial reporting systems.

PSEG Long Island Property Damage Claims

Evaluate the design and operating effectiveness of controls over the payment processing function to ensure customer payments are
received, applied, and recorded accurately, completely, and in a timely manner. The audit will assess the timeliness of payment
posting across all payment streams and options (including lockbox, mail-in, and electronic/online payments), the accuracy of payment
PSEG Long Island Payment Processing application to the correct customer accounts, and the adequacy of controls to identify, track, and resolve missing or lost payments.
The review will also evaluate the payment application process end-to-end, from receipt through posting to the customer account, to
determine whether controls are sufficient to prevent processing errors, delays, and misapplied or unrecorded payments across all
payment channels.

Evaluate the adequacy, effectiveness, and consistency of PSEG Long Island’s physical security processes in protecting personnel, critical
infrastructure, assets, and operations from unauthorized access, damage, theft, or disruption. The audit will assess whether physical security
controls are designed and operating effectively to support operational resilience, regulatory compliance, and risk management objectives.
The audit will include a review of physical security governance, policies, procedures, systems, and controls across selected PSEG Long
Island facilities and operations. The audit will encompass, but is not limited to, the following areas: Governance and Oversight; Facility and
Perimeter Security; Access Control Systems; Monitoring and Detection; Incident Response and Reporting; Vendor and Contractor Physical
Security; Training and Awareness; and Regulatory and Industry Alignment. The audit scope excludes cybersecurity and logical access
controls, except where they directly intersect with physical security systems (i.e., electronic access control systems or surveillance systems).

PSEG Long Island Physical Security
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