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STATE OF NEW YORK

5844
2013- 2014 Regul ar Sessi ons
I N SENATE
June 17, 2013

I ntroduced by COW TTEE ON RULES -- (at request of the Governor) -- read
twice and ordered printed, and when printed to be cormitted to the
Conmittee on Rul es

AN ACT to anend the public service |law, the public authorities law, the
executive law and the education law, in relation to the powers and
duties of the departnent of public service and the Long Island power
authority; to repeal subdivision (u) of section 1020-f of the public
authorities lawrelating to general powers of the authority; and
providing for the repeal of certain provisions upon expiration thereof
(Part A); and in relation to the issuance of securitized restructuring
bonds to refinance the outstanding debt of the Long Island power
authority (Part B)

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. This act enacts into | aw naj or conmponents of | egislation
relating to i ssues deened necessary by the state. Each conponent is
wholly contained within a Part identified as Parts A through B. The
effective date for each particular provision contained within such Part
is set forth in the last section of such Part. Any provision in any
section contained within a Part, including the effective date of the
Part, which nmakes reference to a section "of this act”, when used in
connection with a particul ar conponent, shall be deened to nean and
refer to the corresponding section of the Part in which it is found.
Section three of this act sets forth the general effective date of this
act .

PART A

Section 1. Section 3 of the public service I aw, as anended by chapter
8 of the laws of 2012, is anended and a new section 3-b is added to read
as foll ows:

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBD12029-11- 3
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S 3. Departnent of public service. [1.] There shall be in the state
government a departnent of public service. The chairman of the public
service conm ssion shall be the chief executive officer of the depart-
nment. He or she shall appoint and shall have the power to renove,
subject to the provisions of the civil service law, all officers,
clerks, inspectors, experts and enployees of the departnent, and to
approve all contracts for special service. The chairnman shall designate
one of the commi ssioners in the departnent or an officer of the depart-
ment to act as deputy chairman during the absence or disability of the
chai rman and during such tines such deputy chairman shall possess all
the powers of the chairman as chief executive officer of the departnent.

[2. The departnent shall, upon notification to the Long Island power
authority, undertake a conprehensive and regul ar rmanagenent and oper-
ations audit of said authority pursuant to subdivision (bb) of section
one thousand twenty-f of the public authorities Ilaw. The departnent
shall have discretion to have such an audit perforned by its staff, or
by an i ndependent contractor. In every case in which an audit is
required pursuant to subdivision (bb) of section one thousand twenty-f
of the public authorities |aw perforned by an i ndependent auditor, the
departnment shall have the authority to select the auditor, and to
require the Long Island power authority to enter into a contract wth
the auditor that is consistent with the contracting-related requirenents
specified in subdivision nineteen of section sixty-six of this chapter
and the requirenments of subdivision (bb) of section one thousand twen-
ty-f of the public authorities Iaw. Such contract shall provide further
that the auditor shall work for and under the direction of the depart-
ment according to such terns as the departnment nmay determ ne are neces-
sary and reasonabl e. ]

S 3-B. LONG | SLAND OFFI CE OF THE DEPARTMENT. 1. THERE | S HEREBY ESTAB-
LI SHED I N THE DEPARTMENT AN OFFI CE TO REVIEW AND MAKE RECOMVENDATI ONS
W TH RESPECT TO THE OPERATI ONS AND TERMS AND CONDI TI ONS OF SERVI CE OF
AND RATES AND BUDGETS ESTABLI SHED BY, THE LONG |SLAND POAER AUTHORI TY
AND/ OR | TS SERVI CE PROVI DER.

2. DEFINITIONS. AS USED OR REFERRED TO I N TH S SECTI ON

(A) "AUTHORI TY" MEANS THE LONG | SLAND PONER AUTHORI TY.

(B) "SERVICE PROVIDER' MEANS THE ENTITY UNDER CONTRACT W TH THE
AUTHORI TY TO PROVI DE MANAGEMENT AND OPERATI ON SERVI CES ASSOCI ATED W TH
THE AUTHORITY'S ELECTRIC TRANSM SSI ON AND DI STRI BUTI ON SYSTEM AND ANY
SUBSI DI ARY OF SUCH ENTI TY THAT PROVI DES SUCH SERVICES UNDER CONTRACT.
HONEVER, THE SERVI CE PROVI DER AND ANY AFFI LI ATE OF THE SERVI CE PROVI DER
WTH WHOM THE AUTHORITY OR SERVICE PROVIDER CONTRACTS TO PROVIDE
SERVI CES ASSOCI ATED WTH THE AUTHORITY'S ELECTRIC TRANSM SSI ON AND
DI STRI BUTI ON SYSTEM SHALL NOT BE CONSIDERED AN ELECTRIC CORPORATI ON
UNDER THI S CHAPTER

(C) " OPERATI ONS SERVI CES AGREEMENT" MEANS AN AGREEMENT AND ANY AMEND-
MENTS THERETO BETWEEN THE LONG | SLAND LI GHTI NG COVPANY DBA LI PA OR THE
LONG | SLAND PONER AUTHORI TY AND THE SERVI CE PROVI DER TO PROVI DE MANAGE-
MENT AND OPERATI ON SERVI CES ASSCCI ATED WTH THE AUTHORITY'S ELECTRIC
TRANSM SSI ON AND DI STRI BUTI ON SYSTEM

3. GENERAL POWAERS. | N UNDERTAKI NG THE REQUI REMENTS OF THI S SECTI ON
SUBJECT TO SUBDI VI SIONS (U) AND (BB) THROUGH (HH) OF SECTION ONE THOU
SAND TWENTY-F OF THE PUBLIC AUTHORI TI ES LAW THE DEPARTMENT SHALL BE
EMPONERED AND AUTHORI ZED TO

(A) REVI EW AND MAKE RECOMVENDATI ONS TO THE BOARD OF THE LONG | SLAND
PONER AUTHORI TY W TH RESPECT TO THE RATES AND CHARGES, | NCLUDI NG CHARGES
RELATED TO ENERGY EFFI Cl ENCY AND RENEWABLE ENERGY PROGRAMS, TO BE ESTAB-
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LI SHED BY THE AUTHORI TY AND BECOME APPLI CABLE ON OR AFTER JANUARY FI RST,
TWO THOUSAND SI XTEEN PURSUANT TO SUBDI VI SI ON (U) OF SECTI ON ONE THOUSAND
TWENTY- F OF THE PUBLI C AUTHORI TI ES LAW

(1) THE PURPCSE OF SUCH REVIEW IS TO MAKE RECOMVENDATI ONS DESI GNED TO
ENSURE THAT THE AUTHORI TY AND THE SERVI CE PROVI DER PROVIDE SAFE AND
ADEQUATE TRANSM SSION  AND DI STRI BUTI ON SERVI CE AT RATES SET AT THE
LONEST LEVEL CONSI STENT W TH SOUND FI SCAL OPERATI NG PRACTI CES.

(1) THE DEPARTMENT' S RECOMMENDATI ONS SHALL BE DESI GNED TO BE CONSI ST-
ENT W TH ENSURI NG THAT THE REVENUE REQUI REMENTS RELATED TO SUCH RATE
REVI EW ARE SUFFI CIENT TO SATISFY THE AUTHORITY'S OBLI GATIONS W TH
RESPECT TO I TS BONDS, NOTES AND ALL OTHER CONTRACTS.

(I'11) I'N THE CONTEXT OF SUCH REVI EW THE DEPARTMENT MAY NOT MAKE ANY
RECOMMVENDATI ON THAT WOULD MODIFY THE COVPENSATI ON OR FEE STRUCTURE
I NCLUDED W THI N THE OPERATI ONS SERVI CES AGREEMENT.

(1'V) I N UNDERTAKI NG SUCH REVI EW AND | N MAKI NG RECOMVENDATI ONS RELATED
TO THE PROPCSED RATES AND CHARGES, THE DEPARTMENT SHALL ESTABLI SH STAND-
ARDS, POLICIES AND PROCEDURES THAT, AT A MN MJM PROVI DE FOR PUBLIC
STATEMENT AND EVI DENTI ARY HEARI NGS AND PARTI CI PATI ON OF | NTERVENORS AND
OTHER PARTI ES, AND ENSURE THAT ANY FI NAL RECOMVENDATI ONS RELATED TO THE
PROPOSED RATES AND CHARGES ARE PROVIDED TO THE AUTHORITY WTH N TWO
HUNDRED FORTY DAYS OF THE FI LI NG W TH THE DEPARTMENT OF SUCH PLAN.

THE PARTI ES TO ANY SUCH RATE REVI EW PROCEEDI NG SHALL | NCLUDE, BUT
NOT BE LI M TED TO, DEPARTMENT STAFF, THE AUTHORI TY, THE SERVI CE PROVI DER
AND, TO THE EXTENT | T DEEMS NECESSARY OR APPROPRI ATE, THE UTILITY | NTER-
VENTI ON UNI T.

(B) REVI EW THE ANNUAL CAPI TAL EXPENDI TURES PROPCSED BY THE SERVICE
PROVI DER AND RECOMVEND SUCH | MPROVEMENT | N THE MANUFACTURE, CONVEYI NG
TRANSPORTATI ON, DI STRI BUTI ON OR SUPPLY OF ELECTRICITY, OR IN THE METHODS
EMPLOYED BY THE THE SERVI CE PROVIDER AS |IN THE DEPARTMENT'S JUDGVENT
ALLOAS FOR SAFE AND ADEQUATE SERVI CE.

(© ANNUALLY REVI EW THE EMERGENCY RESPONSE PLAN OF THE AUTHORI TY AND
THE SERVI CE PROVI DER | N ACCORDANCE W TH THE FOLLOW NG REQUI REMENTS:

(1) EXAM NE AND DETERM NE WHETHER THE EMERGENCY RESPONSE PLAN 1S
CONSI STENT WTH THE REQUI REMENTS OF PARAGRAPH (A) OF SUBDI VI SI ON TVEN-
TY-ONE OF SECTION SIXTY-SIX OF TH' S CHAPTER AND ANY REGULATIONS OR
ORDERS PROMULGATED THERETO, AND TO RECOMVEND AMENDMENTS OF SAME; AND

(1) REVIEW AND MAKE RECOMMENDATI ONS TO THE AUTHORI TY W TH RESPECT TO
THE PERFORVANCE OF THE SERVI CE PROVI DER | N RESTORI NG SERVICE OR OTHER-
WSE MEETING THE REQUI REMENTS OF THE EMERGENCY RESPONSE PLAN DURI NG AN
EMERGENCY EVENT, DEFI NED FOR PURPOSES OF THI S SECTI ON AS AN EVENT VHERE
W DESPREAD QOUTAGES HAVE OCCURRED I N THE AUTHORI TY' S SERVI CE TERRI TORY
DUE TO A STORM OR OTHER CAUSES BEYOND THE CONTRCL OF THE AUTHORITY AND
I TS SERVICE PROVIDER, | NCLUDI NG MAKI NG DETERM NATI ONS W TH RESPECT TO
WHETHER THE SERVI CE PROVI DER | S REASONABLY ABLE TO | MPLEMENT THE EMER-
GENCY RESPONSE PLAN, WHETHER THE LENGITH OF ANY OUTAGES RELATED TO SUCH
EMERGENCY WERE MATERI ALLY LONGER THAN THEY WOULD OTHERW SE  HAVE BEEN
BECAUSE THE SERVI CE PROVI DER FAI LED TO REASONABLY | MPLEMENT THE EMERGEN-
CY RESPONSE PLAN, THE REASONABLENESS OF COSTS ASSOCI ATED W TH SUCH EMER-
GENCY RESPONSE, THE COSTS, | F ANY, THAT WERE UNREASONABLY AND | MPRUDENT-
LY [INCURRED BY THE SERVI CE PROVI DER, AND WHETHER THE SERVI CE PROVI DER
WOULD BE LI ABLE FOR ANY SUCH COSTS PURSUANT TO THE TERMS AND CONDI TI ONS
OF THE OPERATI ONS SERVI CES AGREEMENT.

(D) UPON NOTI FI CATI ON TO THE LONG | SLAND PONER AUTHORI TY, UNDERTAKE A
COVPREHENSI VE AND REGULAR MANAGEMENT AND OPERATI ONS AUDI T OF THE AUTHOR-
| TY AND SERVI CE PROVI DER PURSUANT TO SUBDI VISION (BB) OF SECTION ONE
THOUSAND TVENTY-F OF THE PUBLI C AUTHORI TI ES LAW THE DEPARTMENT SHALL
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HAVE DI SCRETI ON TO HAVE SUCH AN AUDI T PERFORMED BY | TS STAFF, OR BY AN
| NDEPENDENT CONTRACTOR. IN EVERY CASE |IN VWH CH AN AUDI T | S REQUI RED
PURSUANT TO SUBDI VI SION (BB) OF SECTION ONE THOUSAND TWENTY-F OF THE
PUBLI C AUTHORI TI ES LAW PERFORMED BY AN | NDEPENDENT AUDI TOR, THE DEPART-
MENT SHALL HAVE THE AUTHORI TY TO SELECT THE AUDI TOR, AND TO REQUI RE THE
AUTHORI TY TO ENTER I NTO A CONTRACT WTH THE AUDI TOR THAT | S CONSI STENT
W TH THE CONTRACTI NG RELATED REQUI REMENTS SPECI FI ED I N SUBDI VI SI ON NI NE-
TEEN OF SECTI ON SI XTY-SI X OF THI S CHAPTER AND THE REQUI REMENTS OF SUBDI -
VI SI ON (BB) OF SECTI ON ONE THOUSAND TWENTY-F OF THE PUBLIC AUTHORI Tl ES
LAW SUCH CONTRACT SHALL PROVI DE FURTHER THAT THE AUDI TOR SHALL WORK FOR
AND UNDER THE DI RECTI ON OF THE DEPARTMENT ACCORDI NG TO SUCH TERMS AS THE
DEPARTMENT MAY DETERM NE ARE NECESSARY AND REASONABLE.

(E) ACCEPT, | NVESTI GATE, MEDI ATE TO RESOLVE AND MAKE RECOMVENDATI ONS
TO THE LONG | SLAND PONER AUTHORI TY AND/ OR THE SERVI CE PROVI DER REGARDI NG
THE RESCLUTI ON OF COVPLAI NTS FROM CONSUMERS IN THE AUTHORITY'S SERVI CE
TERRI TORY RELATING TO  AMONG OTHER THI NGS, THE PROVI SI ON OF ELECTRI C
SERVI CE PROVI DED BY THE SERVI CE PROVI DER AND/ OR THE AUTHORI TY.

(F) REVIEW THE NET METERI NG PROGRAM | MPLEMENTED UNDER SUBDI VI SI ON  (H)
OF SECTI ON ONE THOUSAND TWENTY-G OF THE PUBLI C AUTHORI TI ES LAW AND MAKE
RECOVIVENDATI ONS DESI GNED TO ENSURE CONSI STENCY W TH THE REQUI REMENTS OF
SECTIONS SIXTY-SIX-J AND SIXTY-SIX-L OF TH S CHAPTER, AND ANY REGUJ
LATI ONS AND ORDERS ADOPTED THERETO.

(G REVI EW AND MAKE RECOMVENDATI ONS W TH RESPECT TO ANY PROPCSED PLAN
SUBM TTED BY THE LONG | SLAND POAER AUTHORI TY AND/ OR THE SERVI CE PROVI DER
RELATED TO | MPLEMENTATI ON OF ENERGY EFFI Cl ENCY MEASURES, DI STRI BUTED
GENERATI ON OR ADVANCED GRI D TECHNOLOGY PROGRAMS HAVI NG THE PURPOSE OF
PROVI DING CUSTOMERS WTH TOOLS TO MORE EFFICIENTLY AND EFFECTI VELY
MANAGE THEI R ENERGY USAGE AND UTI LI TY BILLS, AND | MPROVI NG SYSTEM RELI -
ABI LI TY AND POAER QUALI TY.

REVIEW THE DATA, | NFORVATI ON AND REPORTS SUBM TTED PURSUANT TO
SUBDI VI SI ON (HH) OF SECTI ON ONE THOUSAND TWENTY-F OF THE PUBLI C AUTHORI -
TI ES LAW AND OTHER PERTI NENT | NFORMATI ON RELATED TO THE METRICS IN THE
OPERATI ONS SERVI CES AGREEMENT, THE LONG | SLAND POAER AUTHORI TY' S EVALU
ATI ON OF SUCH DATA, | NFORVATI ON AND REPORTS, AND MAKE RECOMMVENDATI ONS TO
THE AUTHORITY WTH RESPECT TO THE SERVICE PROVIDER S  ANNUAL
| NCENTI VE- BASED COVPENSATI ON W THI N THI RTY DAYS OF RECEI PT OF SUCH EVAL-
UATI ON AND | NFORNMATI ON.

4. REVI EW AND | NSPECTI ON. TO UNDERTAKE THE REQUI REMENTS OF SUBDI VI SI ON
TWO OF TH' S SECTI O\, THE DEPARTMENT SHALL BE AUTHORI ZED TO | NSPECT ALL
PREM SES AND FACI LI TIES OMNED OR OPERATED BY THE AUTHORITY AND THE
SERVI CE PROVI DER, REVI EW ALL BOOKS AND RECORDS OF THE AUTHORI TY AND THE
SERVI CE PROVI DER, | NTERVI EW ALL APPROPRI ATE PERSONNEL, AND REQUI RE ANNU-
AL REPORTI NG CONSI STENT WTH THE REQUI REMENTS OF SUBDIVISION SIX OF
SECTI ON SI XTY-SI X OF TH S CHAPTER AND ANY REGULATI ONS AND ORDERS ADOPTED
THERETO, PROVI DED, HOWEVER, THAT THI'S AUTHORI TY SHALL NOT EXTEND TO
AFFI LI ATES OF THE SERVI CE PROVI DER

S 2. Subdivision 2 and paragraph (b) of subdivision 6 of section 18-a
of the public service | aw, subdivision 2 as anended by section 2 of part
NN of chapter 59 of the |laws of 2009 and paragraph (b) of subdivision 6
as amended by section 1 of part BB of chapter 59 of the laws of 2013,
are amended and a new subdivision 1-a is added to read as foll ows:

1-A.  ALL COSTS AND EXPENSES OF THE DEPARTMENT RELATED TO THE DEPART-
MENT' S RESPONSI BI LI TI ES UNDER SECTI ON THREE-B OF THI S CHAPTER SHALL BE
PAI D PURSUANT TO APPROPRI ATI ON ON THE CERTI FI CATI ON OF THE CHAI RVAN OF
THE DEPARTMENT AND UPON THE AUDI T AND WARRANT OF THE COWTROLLER  FOR
THE STATE FISCAL YEAR BEGA NNI NG ON APRI L FI RST, TWDO THOUSAND FOURTEEN
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AND EACH STATE FI SCAL YEAR THEREAFTER, PAYMENTS ARE TO BE MADE FROM ALL
MONEYS COLLECTED FROM THE LONG | SLAND POAER AUTHORI TY PURSUANT TO THI S
SECTI ON. THE TOTAL OF SUCH COSTS AND EXPENSES SHALL BE ASSESSED ON SUCH
AUTHORI TY | N THE MANNER PROVI DED I N SUBDI VI SI ONS TWO, THREE AND FOUR OF
THI' S SECTI ON.

2. (a) The chairman of the departnment shall estimate prior to the
start of each state fiscal year the total costs and expenses, including
t he conpensati on and expenses of the conmission and the departnent,
their officers, agents and enpl oyees, and including the cost of retire-
ment contributions, social security, health and dental insurance, survi-
vor's benefits, workers' conpensation, unenploynent insurance and other
fringe benefits required to be paid by the state for the personnel of
the conm ssion and the departnment, and including all other itens of
mai nt enance and operation expenses, and all other direct and indirect
costs. Based on such estimates, the chairman shall determ ne the anount
to be paid by each assessed public utility conmpany AND THE LONG | SLAND
PONER AUTHORI TY and a bill shall be rendered to each such public utility
conpany AND AUTHORI TY.

(b) The bill for each public utility conmpany AND THE LONG | SLAND POVNER
AUTHORI TY shal |l be rendered on or before February first preceding each
fiscal year, and shall be for the anbunt equal to the product of the
af oresai d estimated costs and expenses of conducting the departnent's
and comm ssion's total operations during the fiscal year for which bill-
ing is being made nultiplied by the proportion which conpares:

(1) the gross operating revenues, over and above five hundred thousand
dollars, for that utility conmpany OR THE AUTHORI TY derived fromintra-
state utility operations in the |ast precedi ng cal endar year, or other
twel ve nonth period as determ ned by the chairmn, to:

(2) the total of the gross operating revenues, derived fromintrastate
utility operations for all utility conpanies AND THE AUTHORI TY in the
state which revenues are included under subparagraph one of this para-
gr aph.

For the purposes of calculating the cormmodity cost conmponent of its
gross operating revenue, where the utility delivers to end-use custoners
el ectricity and/or natural gas commodities that are sold to such custom

ers by athird party, such utility shall include in its revenues an
estimate of the sales revenue for the electric and/or natural gas
commodities that it delivers, including all such conmmodities sold to

end- use customers by third parties, in such manner as to assure that al
end-use delivery customers, regardless of the entity from which they
purchase their electric and/or natural gas comodities, bear a fair and
proportionate share of the assessnment inposed herein, as the conm ssion
may det erm ne.

(c) The m ni mum assessnent for any utility conpany, AS WELL AS THE
LONG | SLAND PONER AUTHORI TY, whose gross revenues fromintrastate utili-
ty operations are in excess of five hundred thousand dollars in the
precedi ng cal endar year shall be two hundred doll ars.

(d) The anount of such bill for fiscal years beginning on or after
April first, nineteen hundred eighty-three so rendered shall be paid by
such public utility conmpany AND SUCH AUTHORI TY to the departnent on or
before April first; provided, however, that [a] ANY SUCH utility conpany
OR SUCH AUTHORITY may el ect to make partial paynments for such costs and
expenses on March tenth of the preceding fiscal year and on Septenber
tenth of such fiscal year. Each such partial paynment shall be a sum
equal to fifty percentum of the estimate of costs and expenses to be
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assessed against such utility conmpany OR AUTHORI TY under the provisions
of this subdivision and shall not be | ess than two hundred dol | ars.

(e) During the <course of any state fiscal year, the chairman my
i ncrease or decrease the estimte of costs and expenses. In such case,
revised bills shall be sent to each public utility conmpany AND SUCH
AUTHORI TY, and such increase or decrease shall be equally apportioned
agai nst the remaining paynents for such fiscal year.

(f) On or before OCctober tenth of each year, the chairman shal
conmput e the actual costs and expenses of the departnent and the comm s-
sion and adjustnents or other corrections as needed for the preceding
state fiscal year and, after deducting the anmounts recovered pursuant to
subdi vi sions three and four of this section, shall, on or before COctober
twentieth, send to each public wutility conpany AND)OR THE AUTHORI TY
affected thereby a statenent setting forth the anbunt due and payabl e
by, or the amount standing to the credit of, such public utility conmpany
AND/ OR THE AUTHORI TY. Any anount owi nhg by any public utility conpany
AND/ OR THE AUTHORI TY shall be paid not later than thirty days foll ow ng
the date such statenent is received. Any such anount standing to the
credit of any public utility conpany shall be refunded by the comm ssion
or, at the option of such utility conpany, shall be applied as a credit
agai nst any succeedi ng paynent due.

The total anmount which nay be charged to any public utility conpa-
ny AND THE LONG | SLAND PONER AUTHORI TY under authority of this subdivi-
sion for any state fiscal year shall not exceed one per centum of such
public utility conmpany's OR AUTHORI TY' S gross operating revenues derived
fromintrastate utility operations in the |ast preceding cal endar year,
or other twelve nonth period as determ ned by the chairman; provided,
however, that no corporation or person that is subject to the jurisdic-
tion of the commi ssion only with respect to safety, or the power author-
ity of the state of New York, shall be subject to the general assessnent
provi ded for under this subdivision.

Not wi t hst andi ng the provisions of subdivision one of this section, for
t el ephone corporations as defined in subdivision seventeen of section
two of this article, the total amount which may be charged such corpo-
rations for departnent expenses under the authority of subdivision one
of this section for any state fiscal year shall not exceed one-third of
one percentum of such corporation's gross operating revenue, over and
above five hundred thousand dollars, derived from intrastate wutility
operations in the |ast preceding cal endar year, or other twelve nonth
period as determ ned by the chairnan.

(h) On-bill recovery charges billed pursuant to section sixty-six-m of
this chapter shall be excluded fromany determnation of an entity's
gross operating revenues derived fromintrastate utility operations for
pur poses of this section.

(b) The tenporary state energy and wutility service conservation
assessment shall be based upon the follow ng percentumof the utility
entity's gross operating revenues derived fromintrastate utility oper-
ations in the last preceding cal endar year, mnus the anount, if any,
that such utility entity is assessed pursuant to subdivisions one and
two of this section for the corresponding state fiscal year period: (1)
two percentumfor the state fiscal year beginning April first, two thou-
sand thirteen and the state fiscal year beginning April first, two thou-
sand fourteen; (2) one and three-quarters percentumfor the state fisca
year beginning April first, two thousand fifteen; and (3) one and one-
hal f percentumfor the state fiscal year beginning April first, two
t housand si xteen. Wth respect to the tenporary state energy and utility
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service conservation assessnent to be paid for the state fiscal year
begi nning April first, two thousand seventeen and notw t hstandi ng cl ause
(i) of paragraph (d) of this subdivision, on or before March tenth, two
t housand seventeen, utility entities shall nmake a paynent equal to one-
hal f of the assessnent paid by such entities pursuant to this paragraph
for the state fiscal year beginning on April first, tw thousand
sixteen. Wth respect to the Long Island power authority, the tenporary
state energy and utility service conservation assessnent shall be based
upon the followi ng percentum of such authority's gross operating reven-
ues derived from intrastate wutility operations in the |ast preceding
cal endar year, M NUS THE AMOUNT, |F ANY, THAT SUCH AUTHORI TY | S ASSESSED
PURSUANT TO SUBDI VI SIONS ONE-A AND TWO OF THIS SECTION FOR THE CORRE-
SPONDI NG STATE FISCAL YEAR PERI OD: (1) one percentumfor the state
fiscal year beginning April first, two thousand thirteen and the state
fiscal year beginning April first, two thousand fourteen; (2) three-
quarters of one percentumfor the state fiscal year beginning Apri
first, two thousand fifteen; and (3) one-half percentumfor the state
fiscal year beginning April first, tw thousand sixteen; PROVIDED
HOWNEVER, THAT SHOULD THE AMOUNT ASSESSED BY THE DEPARTMENT FOR COSTS AND
EXPENSES PURSUANT TO SUCH SUBDI VI SI ONS EQUAL OR EXCEED SUCH AUTHORI TY' S
TEMPORARY STATE ENERGY AND UTI LI TY SERVI CE CONSERVATI ON ASSESSMVENT FOR A
PARTI CULAR FI SCAL YEAR, THE AMOUNT TO BE PAI D UNDER THI S SUBDI VI SI ON BY
SUCH AUTHORI TY SHALL BE ZERO. Wth respect to the tenporary state ener-
gy and utility service conservation assessnment to be paid for the state
fiscal year beginning April first, two thousand seventeen and notwth-
standing clause (i) of paragraph (d) of this subdivision, on or before
March tenth, two thousand seventeen, the Long Island power authority
shall make a paynment equal to one-half of the assessnent it paid for the
state fiscal year beginning on April first, two thousand sixteen. No
corporation or person subject to the jurisdiction of the comm ssion only
with respect to safety, or the power authority of the state of New York,
shall be subject to the tenporary state energy and wutility service
conservation assessnment provided for under this subdivision. Uility
entities whose gross operating revenues from intrastate wutility oper-
ations are five hundred thousand dollars or less in the preceding cal en-
dar year shall not be subject to the tenporary state energy and utility
servi ce conservation assessnent. The mninumtenporary state energy and
utility service conservation assessnent to be billed to any utility
entity whose gross revenues fromintrastate utility operations are in
excess of five hundred thousand dollars in the precedi ng cal endar year
shal | be two hundred doll ars.

S 3. Section 1020-b of the public authorities law is anended by addi ng
two new subdi visions 23 and 24 to read as foll ows:

23. "SERVICE PROVI DER' MEANS THE ENTITY UNDER CONTRACT WTH THE
AUTHORI TY TO PROVI DE MANAGEMENT AND OPERATI ON SERVI CES ASSCClI ATED W TH
THE AUTHORI TY' S ELECTRI C TRANSM SSI ON AND DI STRI BUTI ON  SYSTEM AND ANY
SUBSI DI ARY OF SUCH ENTI TY THAT PROVI DES SUCH SERVI CES UNDER CONTRACT.

24. " OPERATI ONS SERVI CES AGREEMENT" MEANS AN AGREEMENT AND ANY AMEND-
MENTS THERETO BETWEEN THE LONG | SLAND LI GHTI NG COVPANY DBA LI PA OR THE
AUTHORI TY AND THE SERVI CE PROVI DER TO PROVI DE MANAGEMENT AND OPERATI ON
SERVI CES ASSOCI ATED WTH THE AUTHORITY'S ELECTRIC TRANSM SSI ON  AND
DI STRI BUTI ON SYSTEM

S 4. Section 1020-d of the public authorities | aw, as added by chapter
506 of the |aws of 1995, is anended to read as foll ows:

S 1020-d. [Trustees] BOARD OF TRUSTEES. 1. [The] STARTI NG ON JANUARY
FI RST, TWO THOUSAND FOURTEEN, THE BOARD OF THE authority shall BE
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CONSTI TUTED AND consist of [fifteen] NINE trustees all of whom shall be
residents of the service area, [nine] FIVE of whom shall be appoi nted by
t he governor, one of whomthe governor shall designate as [chairmn]
CHAIR, and serve at his OR HER pleasure, [three] TWD of whom shall be
appoi nted by the tenporary president of the senate, and [three] TWD of
whom shall be appointed by the speaker of the assenbly. [Two] ONE of
t he governor's appointees shall serve an initial termof [one year] TWO
YEARS;, [two] ONE of the governor's appointees shall serve an initia

termof [two] THREE years; [two] AND THREE of the governor's appointees
shall serve an initial termof [three] FOUR years[; and three of the
governor's appoi ntees shall serve an initial termof four years]. [Two]
ONE of the appointees of the tenporary president of the senate and [two]
ONE of the appointees of the speaker of the assenbly shall serve initia

terms of [one year] TWD YEARS; and one appoi ntee of the tenporary presi-
dent of the senate and one appointee of the speaker of the assenbly
shall serve initial terns of [two] THREE years. Thereafter, all terns
shall be for a period of four years. In the event of a vacancy occurring
in the office of trustee by death, resignation or otherw se, the respec-
tive appointing officer shall appoint a successor who shall hold office
for the unexpired portion of the term

2. No trustee shall receive a salary, but each shall be entitled to
rei nbursenent for reasonable expenses in the performance of duties
assi gned her eunder.

3. Notwi thstanding the provisions of any other law, no trustee, offi-
cer or enployee of the state, any state agency or rmnunicipality appointed
a trustee shall be deened to have forfeited or shall forfeit his or her
of fice or enpl oynent by reason of his or her acceptance of a trusteeship
on the authority, his or her service thereon or his or her enploynment
t herew t h.

4. ALL TRUSTEES APPO NTED UNDER THI' S SECTI ON SHALL HAVE RELEVANT UTI L-
| TY, CORPCORATE BOARD OR FI NANCI AL EXPERI ENCE

S 5. On or before Decenber 1, 2013 the governor, the tenporary presi-
dent of the senate and the speaker of the assenbly shall choose and
announce their appointments to the board of the Long Island power
authority to be nade pursuant to section 1020-d of the public authori-
ties law, as amended by section four of this act, giving due consider-
ation to continuity of business. The board of trustees of the Long
I sl and power authority in existence on Decenber 31, 2013, shall be abol -
ished on such date and be constituted on January 1, 2014 pursuant to
section 1020-d of the public authorities |aw, as anended by section four
of this act.

S 6. Subdivision (u) of section 1020-f of the public authorities |aw
i s REPEALED.

S 7. Subdivisions (c¢) and (bb) of section 1020-f of the public author-
ities law, subdivision (c) as anended by chapter 506 of the |aws of 2009
and subdivision (bb) as added by chapter 8 of the Iaws of 2012, are
anended and seven new subdivisions (u), (cc), (dd), (ee), (ff), (gg) and
(hh) are added to read as foll ows:

(c) To appoint officers, agents and enpl oyees, without regard to any
personnel or «civil service law, rule or regulation of the state and in
accordance with guidelines adopted by the authority, prescribe their
duties and qualifications and fix and pay their conpensation[, provided,
however, that the appointnment of the chief executive officer shall be
subject to confirmati on by the senate in accordance with section twen-
ty-eight hundred fifty-two of +this chapter;]. BY JANUARY FI RST, TWO
THOUSAND FOURTEEN, THE AUTHORITY, THROUGH |TS GOVERNANCE COW TTEE,
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SHALL AMEND SUCH GUI DELI NES TO REQUI RE THAT STAFFI NG AT THE AUTHORITY | S
KEPT AT LEVELS ONLY NECESSARY TO ENSURE THAT THE AUTHORITY | S ABLE TO
VEET OBLI GATI ONS W TH RESPECT TO I TS BONDS AND NOTES AND ALL APPLI CABLE
STATUTES AND CONTRACTS, AND OVERSEE THE ACTIMITIES OF THE SERVI CE
PROVI DER,;

(U RATE PLANS. SUBJECT TO SUBDI VISION SI X OF SECTION ONE THOUSAND
TWENTY-K OF THI'S TITLE TO FI X RATES AND CHARGES FOR THE FURNI SHI NG OR
RENDI TI ON OF GAS OR ELECTRI C PONER OR OF ANY RELATED SERVICE AT THE
LOAEST LEVEL CONSI STENT W TH SOUND FI SCAL AND OPERATI NG PRACTI CES OF THE
AUTHORI TY AND VWH CH PROVI DE FOR SAFE AND ADEQUATE SERVI CE. | N | MPLEMENT-
I NG TH S PONER:

1. THE AUTHORI TY AND THE SERVI CE PROVI DER SHALL, ON OR BEFORE FEBRUARY
FIRST, TWO THOUSAND FIFTEEN, SUBM T FOR REVIEWTO THE DEPARTMENT OF
PUBLI C SERVI CE A THREE- YEAR RATE PROPCSAL FOR RATES AND CHARGES TO TAKE
EFFECT ON OR AFTER JANUARY FI RST, TWO THOUSAND SI XTEEN.

2. THE AUTHORI TY AND THE SERVI CE PROVI DER SHALL THEREAFTER SUBM T FOR
REVI EW TO THE DEPARTMENT OF PUBLI C SERVI CE ANY RATE PROPCSAL THAT WOULD
| NCREASE THE RATES AND CHARGES AND THUS | NCREASE THE AGGREGATE REVENUES
OF THE AUTHORI TY BY MORE THAN TWO AND ONE- HALF PERCENT TO BE MEASURED ON
AN ANNUAL BASI S; PROVI DED, HOWEVER, THAT THE AUTHORI TY MAY PLACE SUCH
RATES AND CHARCGES | NTO EFFECT ON AN | NTERI M BASI S, SUBJECT TO PROSPEC-
TI VE RATE ADJUSTMENT; PROVI DED, FURTHER, THAT A FI NAL RATE PLAN | SSUED
BY THE AUTHORI TY THAT WOULD NOT SO | NCREASE SUCH RATES AND CHARGES SHALL
NOT' BE SUBJECT TO THE REQUI REMENTS OF PARAGRAPH FOUR OF THI'S SUBDI VI SI ON
AND SHALL BE CONSI DERED FI NAL FOR THE PURPOSES OF REVI EW UNDER ARTI CLE
SEVENTY- El GHT OF THE Cl VIL PRACTI CE LAW AND RULES. THE AUTHORI TY AND/ OR
THE SERVI CE PROVI DER MAY OTHERW SE SUBM T FOR REVI EW TO SUCH DEPARTMENT
ANY RATE PROPOSAL | RRESPECTI VE OF | TS EFFECT ON REVENUES.

3. THE AUTHORI TY SHALL NOT FI X ANY FI NAL RATES AND CHARGES PROPOSED
THAT WOULD NOT BE SUBJECT TO REVI EW BY THE DEPARTMENT OF PUBLI C SERVI CE
PURSUANT TO PARAGRAPHS ONE AND TWO OF THI'S SUBDI VI SI ON UNTI L AFTER HOLD-
I NG PUBLI C HEARI NGS THEREON UPON REASONABLE PUBLI C NOTI CE, W TH AT LEAST
ONE SUCH HEARI NG TO BE HELD EACH I N THE COUNTY OF SUFFOLK AND THE COUNTY
OF NASSAU.

4. ANY RECOMVENDATI ONS ASSOCI ATED WTH A RATE PROPCSAL SUBM TTED
PURSUANT TO PARAGRAPHS ONE AND TWO OF THI'S SUBDI VI SI ON SHALL BE PROVI DED
BY THE DEPARTMENT OF PUBLI C SERVI CE TO THE BOARD OF THE AUTHORI TY | MVE-
DI ATELY UPON THEI R FI NALI ZATI ON BY THE DEPARTMENT. UNLESS THE BOARD OF
THE AUTHORI TY MAKES A PRELI M NARY DETERM NATION I N I TS DI SCRETI ON THAT
ANY PARTI CULAR RECOMVENDATI ON I'S | NCONSI STENT W TH THE AUTHORI TY' S SOUND
FI SCAL OPERATI NG PRACTI CES, ANY EXI STI NG CONTRACTUAL OR OPERATI NG OBLI -
GATIONS, OR THE PROVI SI ON OF SAFE AND ADEQUATE SERVI CE, THE BOARD SHALL
| MPLEMENT SUCH RECOMVENDATI ONS AS PART OF I TS FI NAL RATE PLAN AND SUCH
FI NAL DETERM NATI ON SHALL BE DEEMED TO SATI SFY THE REQUI REMENTS OF THI S
SUBDI VI S| ON AND BE CONSI DERED FI NAL FOR THE PURPOSES OF REVIEW UNDER
ARTI CLE SEVENTY-EIGHAT OF THE ClVIL PRACTI CE LAWAND RULES. THE BOARD
SHALL MAKE ANY SUCH PRELI M NARY DETERM NATI ON OF | NCONSI STENCY W THI N
THRTY DAYS OF RECEIPT OF SUCH RECOMVENDATI ONS, W TH NOTI CE AND THE
BASI S OF SUCH DETERM NATI ON BEI NG PROVI DED TO THE DEPARTMENT OF PUBLIC
SERVI CE, AND CONTEMPORANEQUSLY POSTED ON THE WEBSI TES OF THE AUTHORI TY
AND I TS SERVI CE PROVI DER. THE BOARD SHALL THEREAFTER, W THI N THI RTY DAYS
OF SUCH POSTI NG AND W TH DUE ADVANCE NOTI CE TO THE PUBLI C, HOLD A PUBLIC
HEARI NG W TH RESPECT TO I TS PRELI M NARY DETERM NATI ON OF | NCONSI STENCY.
AT SUCH HEARING  THE DEPARTMENT OF PUBLIC SERVI CE SHALL PRESENT THE
BASI S FOR | TS RECOMMENDATI ONS, THE BOARD SHALL PRESENT THE BASI S FOR | TS
DETERM NATI ON OF | NCONSI STENCY AND THE SERVI CE PROVI DER MAY PRESENT | TS
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PCSI TI ON. THE AUTHORI TY AND THE SERVI CE PROVI DER MAY, DURI NG THE TI ME
PERI OD BEFORE SUCH PUBLI C HEARI NG REACH AGREEMENT W TH THE DEPARTMENT ON
DI SPUTED | SSUES. W TH N THI RTY DAYS AFTER SUCH PUBLIC HEARI NG  THE
BOARD OF THE AUTHORITY SHALL ANNOUNCE |TS FINAL DETERM NATI ON AND
PLANNED | MPLEMENTATI ON W TH RESPECT TO ANY SUCH RECOMVENDATI ONS. THE
AUTHORI TY' S FI NAL DETERM NATI ON OF | NCONSI STENCY SHALL BE SUBJECT TO ANY
APPLI CABLE JUDI Cl AL REVI EW PROCEEDI NG, | NCLUDI NG REVI EW AVAI LABLE UNDER
ARTI CLE SEVENTY-EI GHT OF THE Cl VIL PRACTI CE LAW AND RULES.

(bb) Conprehensive and regul ar nanagenent and operations audits. 1.
The authority AND THE SERVI CE PROVI DER shal | cooperate in the undert ak-
ing and conpl etion of a regular and conprehensi ve managenent and oper-
ations audit conducted pursuant to the requirenents of this subdivision
and [subdivision two of section three] PARAGRAPH (D) OF SUBDI VISION
THREE OF SECTION THREE-B of the public service law. Such audit shal
review and evaluate the [authority's] overall operations and nanagenent
OF THE AUTHORI TY AND SERVI CE PROVI DER, including [the authority's] SUCH
operations and managenent in the context of [its] THE AUTHORITY'S duty
to set rates at the |owest |evel consistent wth standards and proce-
dures provided in subdivision (u) of this section, and include, but not
be limted to: (i) the [authority's] SERVICE PROVI DER S const ructi on and
capital program planning in relation to the needs of [its] customers for
reliable service; (ii) the overall efficiency of the authority's AND
SERVI CE PROVI DER S operations; (iii) the manner in which the authority
is meeting its debt service obligations; (iv) the authority's Fuel and
Purchased Power Cost Adjustnment clause and recovery of costs associated
with such clause; (v) the authority's AND SERVI CE PROVI DER S annua
budgeti ng procedures and process; (VI) THE APPLI CATION, IF ANY, OF THE
PERFORVANCE METRI CS DESI GNATED | N THE OPERATI ONS SERVI CES AGREEMENT AND
THE ACCURACY OF THE DATA RELI ED UPON W TH RESPECT TO SUCH APPLI CATI ON
and [(vi)] (VIl) the authority's conpliance with debt covenants.

2 The departnment of public service shall notify the authority that
said department is in the process of initiating a conprehensive nanage-
ment and operations audit as described in paragraph one of this subdivi-
sion in a manner that ensures the tinmeliness of such audit, and in
accordance with the following tineframe: the first conprehensi ve manage-
ment and operations audit shall be initiated as of the effective date of
[this subdivision] CHAPTER El GHT OF THE LAWS OF TWO THOUSAND TWELVE and
undertaken in a manner and to an extent that is practicable in the
context of the authority's transition to a new nanagenent service struc-
ture; the second conprehensi ve managenent and operations audit shall be
initiated no later than Decenber fifteenth, two thousand [fifteen]
SI XTEEN;, and all additional conprehensive nmanagenent and operations
audits shall be initiated at |east once every five years thereafter
Wthin a reasonable tine after such notification to the authority, said
departnment or the independent auditor retained by the authority to
undertake such audit shall hold public statenent hearings, wth proper
notice, in both Nassau and Suffol k counties for the purpose of receiving
both oral and witten coments fromthe public on matters related to
such audit as described in paragraph one of this subdivision.

3. Each such audit shall be conpleted within eighteen nonths of initi-
ation absent an extension for good cause shown by the departnent of
public service or the independent auditor wunder contract with the
authority with notice of such extension to the governor, the tenporary
president of the senate, the speaker of the assenbly, and the chairs of
the authority and the departnent of public service. Such audit shall be
provided to the board of the authority i mediately upon its conpletion.
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The departnent of public service shall provide notice of conpletion of
such audit to the governor, the tenporary president of the senate, the
speaker of the assenbly, and the mnority |eaders of the senate and
assenbly, and the authority, upon receipt of such audit, shall post a
copy of such audit, including findings and reconmendations, on its
website AND THE WEBSI TE OF THE SERVI CE PROVI DER. Unl ess the board of the
authority mekes a prelimnary determi nation that any particular finding
or recommendation contained in such audit is inconsistent wth the
authority's sound fiscal operating practices, any existing contractua

or operating obligation, or the provision for safe and adequate service,
the board shall inplement OR CAUSE ITS SERVICE PROVIDER TO | MPLEMENT
such findings and recommendati ons in accordance with the tineframe spec-
i fied under such audit.

4. The board of the authority shall nake any prelimnary determ nation
of inconsistency wth respect to any such finding or recommendation
within thirty days of receipt of the audit, with notice and the basis of
such deternination being provided to the departnment of public service.
Such notice and basis shall be posted contenporaneously on the authori -
ty's website AND THE WEBSI TE OF THE SERVICE PROVIDER and the board
shall, within thirty days of such posting and with due advance notice to
the public, hold a public hearing with respect to its prelimnary deter-
m nation of inconsistency. At such hearing the departnent of public
service or the independent auditor responsible for wundertaking such
audit shall present the basis for its findings and recommendati ons and
the board shall present the basis for its determ nation of inconsistency
AND THE SERVI CE PROVI DER MAY PRESENT |S PCSI TION. The authority, SERVICE
PROVI DER and auditor may during the time period prior to such public
hearing reach agreenment on disputed issues. Wthin thirty days after
such public hearing, the board of the authority shall announce its fina
determination and planned i npl enentations with respect to any such find-
i ngs and/ or recomrendations. The [board's] AUTHORITY'S final determ -
nation of inconsistency shall be subject to any applicable judicia
revi ew proceedi ng, including review available wunder article seventy-
eight of the civil practice |law and rul es.

(CO TO PREPARE AN EMERGENCY RESPONSE PLAN PURSUANT TO THI S SUBDI VI -
SION. 1. THE SERVI CE PROVI DER SHALL, | N CONSULTATI ON W TH THE AUTHORI TY,
PREPARE AND MAI NTAIN AN EMERGENCY RESPONSE PLAN (1) TO ASSURE THE
REASONABLY PROWPT RESTORATION OF SERVICE IN THE CASE OF AN EMERGENCY
EVENT, DEFI NED FOR PURPCSES OF THI S SUBDI VI SI ON AS AN EVENT WHERE W DE-
SPREAD OQUTAGES HAVE OCCURRED | N THE AUTHORI TY' S SERVI CE TERRI TORY DUE TO
A STORM OR OTHER CAUSES BEYOND THE CONTROL OF THE AUTHORI TY AND THE
SERVI CE PROVI DER, (11) CONSI STENT W TH THE REQUI REMENTS OF PARAGRAPH ( A)
OF SUBDI VI SI ON TVENTY- ONE OF SECTI ON SI XTY-SI X OF THE PUBLI C SERVI CE LAW
AND ANY REGULATI ONS AND ORDERS ADOPTED THERETO, AND (I11) ESTABLI SH NG
THE SEPARATE RESPONSI BI LI TIES OF THE AUTHORI TY AND SERVI CE PROVI DER

2. ON OR BEFORE FEBRUARY THI RD, TWD THOUSAND FOURTEEN, THE AUTHORI TY
AND SERVI CE PROVI DER SHALL SUBM T AN EMERGENCY RESPONSE PLAN TO THE
DEPARTMENT OF PUBLIC SERVICE FOR REVI EW  CONTEMPORANEQUSLY W TH SUCH
SUBM SSI ON, THE AUTHORI TY SHALL PROVI DE NOTI CE OF SUCH PROPOCSED PLAN TO
THE SECRETARY OF STATE FOR PUBLICATION |IN THE STATE REGQ STER, THE
AUTHORI TY AND SERVI CE PROVIDER EACH SHALL POST SUCH PLAN ON THEIR
WEBSI TES AND OTHERW SE MAKE SUCH PLAN AVAI LABLE FOR REVI EW | N- PERSON
AND AFFORD MEMBERS OF THE PUBLIC AN OPPORTUNITY TO SUBMT WRI TTEN
COMWENTS AND ORAL COWMENTS PURSUANT TO AT LEAST ONE HEARI NG TO BE HELD
EACH I N THE COUNTY OF SUFFOLK AND THE COUNTY OF NASSAU. SUCH WRI TTEN
COMMENTS MJUST BE SUBM TTED BY MARCH FOURTEENTH, TWO THOUSAND FOURTEEN
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THE AUTHORI TY AND SERVI CE PROVI DER SHALL PROVI DE A COPY OF ALL WRITTEN
COMVENTS THEY RECEIVE AND A TRANSCRI PT OF SUCH PUBLI C HEARI NGS TO THE
DEPARTMENT OF PUBLIC SERVICE FOR | TS CONSIDERATION IN REVIEWNG THE
EMERGENCY RESPONSE PLAN. THE DEPARTMENT SHALL PROVI DE ANY RECOVMENDA-
TIONS TO THE AUTHORI TY AND SERVI CE PROVI DER W TH RESPECT TO SUCH PLAN ON
OR BEFORE APRI L FI FTEENTH, TWO THOUSAND FOURTEEN. SUCH PLAN MUST BE MADE
FI NAL BY JUNE SECOND, TWO THOUSAND FOURTEEN. FOR EACH YEAR THEREAFTER,
THE SERVICE PROVIDER SHALL SUBM T AN EMERGENCY RESPONSE PLAN TO THE
DEPARTMENT OF PUBLI C SERVI CE, AND SUCH DEPARTMENT SHALL PROVIDE |ITS
RECOMVENDATI ONS, | N ACCORDANCE W TH A SCHEDULE TO BE ESTABLI SHED BY SUCH
DEPARTMENT AND THAT IS CONSI STENT W TH THE SCHEDULE ASSOCI ATED W TH SUCH
DEPARTMENT' S REVIEW OF SIM LAR SUCH PLANS PROVI DED BY ELECTRI C CORPG
RATI ONS PURSUANT TO SUBDI VI SI ON TVWENTY- ONE OF SECTI ON SI XTY-SI X OF THE
PUBLI C SERVI CE LAW

3. BY JUNE SECOND, TWO THOUSAND FOURTEEN, AND BY JUNE FI RST ANNUALLY
THEREAFTER, THE AUTHORI TY AND SERVI CE PROVI DER SHALL JO NTLY CERTIFY TO
THE DEPARTMENT OF HOVELAND SECURITY AND EMERGENCY SERVI CES THAT THE
EMERGENCY RESPONSE PLAN ENSURES, TO THE GREATEST EXTENT FEASI BLE, THE
TIMELY AND SAFE RESTORATION OF ENERGY SERVICES AFTER AN EMERGENCY
CONSI STENT W TH THE REQUI REMENTS COF PARAGRAPH (A) OF SUBDI VI SION TWEN-
TY-ONE OF THE PUBLI C SERVI CE LAW AND THE DEPARTMENT' S RECOMVENDATI ONS.
THE FI LI NG OF SUCH EMERGENCY RESPONSE PLAN SHALL ALSO | NCLUDE A COPY OF
ALL WRI TTEN MJUTUAL ASSI STANCE AGREEMENTS AMONG UTI LI TI ES. THE AUTHORI TY
AND SERVI CE PROVI DER SHALL FILE W TH THE COUNTY EXECUTI VES OF NASSAU AND
SUFFOLK COUNTY AND THE MAYOR OF THE G TY OF NEW YORK THE MOST RECENT
VERSI ON OF THE EMERGENCY RESPONSE PLAN, AND MAKE SURE THAT SUCH AMENDED
VERSI ONS ARE Tl MELY FI LED.

4. STARTING IN CALENDAR YEAR TWO THOUSAND FOURTEEN, THE SERVI CE
PROVI DER ANNUALLY SHALL UNDERTAKE AT LEAST ONE DRI LL TO | MPLEMENT PROCE-
DURES TO PRACTICE |ITS EMERGENCY RESPONSE PLAN. THE SERVI CE PROVI DER
SHALL NOTI FY AND ALLOW PARTI CI PATION I N SUCH DRILL OF ALL APPROPRI ATE
MUNI CI PAL EMERGENCY RESPONDERS AND OFFI CI ALS.

5. | F, DURI NG AN EMERGENCY EVENT, ELECTRIC SERVICE | S NOT RESTORED | N
THREE DAYS, THE SERVI CE PROVI DER SHALL W THI N SI XTY DAYS FROM THE DATE
OF FULL RESTORATION FILE WTH THE DEPARTMENT A REPORT CONSTI TUTI NG A
REVI EW OF ALL ASPECTS OF THE PREPARATI ON AND SYSTEM RESTORATI ON PERFORM
ANCE DURI NG THE EVENT, AND SHALL THEREAFTER TAKE | NTO CONSI DERATI ON ANY
RECOMVENDATI ONS MADE BY THE DEPARTMENT ASSOCI ATED W TH SUCH REVI EW

(DD) ON OR BEFORE JANUARY FI RST, TWO THOUSAND FI FTEEN, AND BY JANUARY
FI RST OF EACH CALENDAR YEAR THEREAFTER, TO SUBM T FOR REVIEW TO THE
DEPARTMENT COF PUBLIC SERVI CE A REPORT DETAI LI NG THE SERVI CE PROVI DER S
PLANNED CAPI TAL EXPENDI TURES.

(EE) ON OR BEFORE JULY FI RST, TWDO THOUSAND FOURTEEN, AND ANNUALLY
THEREAFTER, TO SUBM T FOR REVI EW TO THE DEPARTMENT OF PUBLI C SERVI CE ANY
PROPOSED PLAN RELATED TO | MPLEMENTI NG ENERGY EFFICl ENCY MEASURES,
DI STRI BUTED GENERATI ON OR ADVANCED CGRID TECHNOLOGY PROGRAMS FOR THE
PURPOCSE PROVIDED PURSUANT TO PARAGRAPH (G OF SUBDI VI SI ON THREE OF
SECTI ON THREE-B OF THE PUBLI C SERVI CE LAW

(FF) TO ASSI ST AND COOPERATE W TH THE DEPARTMENT OF PUBLIC SERVICE
W TH RESPECT TO ANY REVI EW UNDERTAKEN PURSUANT TO SECTI ON THREE-B OF THE
PUBLI C SERVI CE LAW | NCLUDI NG PROVI DI NG THE DEPARTMENT W TH REASONABLE
ACCESS TO ALL FACI LI TIES AND PREM SES OMNED OR OPERATED BY THE AUTHORI TY
OR I TS SERVI CE PROVI DER, ALLOW NG REVI EW OF ALL BOOKS AND RECCORDS OF THE
AUTHORI TY AND | TS SERVI CE PROVI DER, PROVI DI NG COPI ES OF REQUESTED DOCU-
MENTS, ALLOW NG | NTERVI EW5 OF ALL APPROPRI ATE PERSONNEL, AND RESPONDI NG
I N A REASONABLE AND TI MELY MANNER TO ANY | NQUI RI ES OR REPORTI NG REQUESTS
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MADE BY THE DEPARTMENT; PROVI DED, HOWEVER, THAT THE OBLI GATIONS SET
FORTH IN TH S SUBDI VI SI ON SHALL NOT EXTEND TO AFFI LI ATES OF THE SERVI CE
PROVI DER

(GG RENEWABLE GENERATION AND ENERGY EFFI Cl ENCY PROGRAMS. 1. THE
AUTHORI TY | N COORDI NATI ON W TH THE SERVI CE PROVI DER, THE POWNER AUTHORI TY
OF THE STATE OF NEW YORK AND THE NEW YORK STATE ENERGY RESEARCH AND
DEVELOPMENT AUTHORI TY SHALL, TO THE EXTENT THE AUTHORI TY' S RATES ARE
SUFFI CI ENT TO PROVI DE SAFE AND ADEQUATE TRANSM SSION AND DI STRI BUTI ON
SERVI CE, AND THE MEASURES HEREI N, UNDERTAKE ACTI ONS TO DESI GN AND ADM N-
| STER RENEWABLE ENERGY AND ENERGY EFFI Cl ENCY MEASURES I N THE SERVI CE
AREA, WTH THE GOAL OF CONTINU NG AND EXPANDI NG SUCH MEASURES THAT
COST- EFFECTI VELY REDUCE SYSTEM W DE PEAK DEMAND, M NI M ZE LONG TERM FUEL
PRI CE RI SK TO RATE PAYERS, LOWAER EM SSI ONS, | MPROVE ENVI RONMENTAL QUALI -
TY, AND SEEK TO MEET NEW YORK STATE CLI MATE CHANGE AND ENVI RONVENTAL
GOALS. SUCH ACTI ONS SHALL ALSO | NCLUDE | MPLEMENTATI ON OF ANY RENEWABLE
ENERGY COWPETI TI VE PROCUREMENT OR FEED-I N TARI FF PROGRAMS THAT WERE
APPROVED BY THE AUTHORI TY AS OF THE EFFECTI VE DATE OF THE CHAPTER OF THE
LAWS OF TWO THOUSAND THI RTEEN WHI CH ADDED THI S SUBDI VI SI ON

2. THE SERVI CE PROVI DER SHALL CONSI DER, CONSI STENT W TH MAI NTAI NI NG
SYSTEM RELI ABI LI TY, RENEWABLE GENERATI ON AND ENERGY EFFI Cl ENCY PROGRAM
RESULTS AND OPTI ONS | N ESTABLI SHI NG CAPI TAL PLANS.

(HH) STARTI NG | N CALENDAR YEAR TWD THOUSAND FI FTEEN, THE AUTHORI TY AND
THE SERVI CE PROVI DER SHALL SUBM T TO THE DEPARTMENT OF PUBLIC SERVICE
FOR REVIEW ANY AND ALL DATA, | NFORVATI ON AND REPORTS WHI CH SET FORTH
THE SERVI CE PROVI DER S ACTUAL PERFORMANCE RELATED TO THE METRICS IN THE
OPERATI ONS SERVI CES AGREEMENT, |INCLUDING THE AUTHORITY'S EVALUATI ON
THEREOF, NO LESS THAN FORTY- FI VE DAYS PRI OR TO THE AUTHORI TY' S DETERM -
NATI ON OF THE SERVI CE PROVI DER S ANNUAL | NCENTI VE COVPENSATI ON

S 8. Section 1020-q of the public authorities | aw, as added by chapter
517 of the |l|aws of 1986 and subdivision 2 as anended by section 19 of
part Y of chapter 63 of the |aws of 2000, is anended to read as foll ows:

S 1020-q. Paynments in lieu of taxes. 1. Each year after property ther-
etof ore owned by LILCOis acquired by the authority by any means author-
ized by this title and, as a consequence, is renmoved fromthe tax rolls,
the authority shall make paynents in |lieu of taxes to nunicipalities and
school districts equal to the taxes and assessnents which would have
been received fromyear to year by each such jurisdiction if such acqui -
sition had not occurred, [except for such taxing jurisdictions which tax
the Shoreham plant, in which case the in lieu of tax paynents shall in
the first year after the acquisition be equal to one hundred percent of
the taxes and assessnents which woul d have been received by such taxing
jurisdictions. In each succeeding year such in lieu of tax paynents
shall be decreased by ten percent until such tine as such paynents equa
taxes and assessments which would have been | evied on such plant in a
nonoperative state] PROVI DED, HOAEVER, THAT FOR THE CALENDAR YEAR START-
| NG ON JANUARY FI RST, TWD THOUSAND FI FTEEN, AND FOR EACH CALENDAR YEAR
THEREAFTER, SUCH PAYMENTS I N LI EU OF TAXES SHALL NOT EXCEED THE I N LI EU
OF TAX PAYMENTS MADE TO SUCH MUNI ClI PALI TI ES AND SCHOOL DI STRICTS IN THE
| MMEDI ATELY PRECEDI NG YEAR BY MORE THAN TWO PERCENT.

2. The authority shall also make paynents in |ieu of taxes for those
t axes whi ch woul d ot herwi se be inposed [upon LILCO, if LILCO were to
continue in operation,] pursuant to sections one hundred ei ghty-six-a
and one hundred eighty-six-c of the tax law, and to forner [sections one
hundred ei ghty-si x and] SECTI ON one hundred eighty-six-b of the tax |aw
as such [sections one hundred eighty-six and one hundred ei ghty-six-b
were] SECTION WAS in effect on Decenber thirty-first, nineteen hundred
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ni nety-ni ne, [paragraph (b) of subdivision four of section one hundred
seventy-four of the navigation law,] and any taxes inposed by a city
pursuant to the authorization granted by section twenty-b of the genera
city | aw

3. No nmunicipality or governnental subdivision, including a schoo
district or special district, shall be liable to the authority or any
other entity for a refund of property taxes originally assessed agai nst
t he Shoreham plant. Any judicial determ nation that the Shoreham plant
assessment was excessive, unequal or unlawful for any of the years from
ni net een hundred seventy-six to the effective date of this title shal
not result in a refund by any taxing jurisdiction of taxes previously
pai d by LILCO pursuant to such Shoreham pl ant assessnment. The authority
shall discontinue and abandon all proceedi ngs, brought by its predeces-
sor in interest, which seek the repaynent of all or part of the taxes
assessed agai nst the Shoreham pl ant.

S 9. Subdivision 1 of section 1020-s of the public authorities |aw, as
anended by chapter 388 of the laws of 2011, is anmended to read as
fol | ows:

1. The rates, services and practices relating to the electricity
generated by facilities owned or operated by the authority shall not be
subject to the provisions of the public service |law or to regul ation by,
or the jurisdiction of, the public service conm ssion, except to the
extent (a) article seven of the public service |aw applies to the siting
and operation of a major utility transmission facility as defined there-
in, (b) article ten of such |law applies to the siting of a generating
facility as defined therein, [and] (c) section eighteen-a of such |aw
provides for assessnment for certain costs, property or operations, AND
(D) TO THE EXTENT THAT THE DEPARTMENT OF PUBLIC SERVICE REVIEWS AND
MAKES RECOMMENDATI ONS W TH RESPECT TO THE OPERATI ONS AND PROVI SI ON OF
SERVI CES OF, AND RATES AND BUDGETS ESTABLI SHED BY, THE AUTHORI TY PURSU
ANT TO SECTI ON THREE- B OF SUCH LAW

S 10. Section 1020-w of the public authorities |aw, as added by chap-
ter 517 of the laws of 1986, is anended to read as foll ows:

S 1020-w. Audit and annual reports. The accounts of the authority
shall be subject to the supervision of the state conptroller and an
annual audit shall be performed by an i ndependent «certified accountant
selected by the [state division of the budget] AUTHORI TY, UPON RECOMVEN-
DATION OF | TS FINANCE AND AUDIT COW TTEE. The authority shall submit
annually to the governor, the state conptroller, the tenporary president
of the senate, the speaker of the assenbly and the county executives and
governi ng bodi es of the counties of Suffolk and Nassau, a detailed
report pursuant to the provisions of section two thousand ei ght hundred
of [title one of article nine of] this chapter, which report shall be
verified by the <chairman of the authority. The authority shall conply
with the provisions of sections two thousand eight hundred one, two
thousand eight hundred two and two thousand eight hundred three of
[title one of article nine of] this chapter.

S 11. Section 1020-cc of the public authorities law, as anended by
chapter 413 of the laws of 2011, is amended to read as foll ows:

S 1020-cc. Authority subject to certain provisions contained in the
state finance law, the public service law, the social services I|aw and
the general nmunicipal law. 1. Al contracts of the authority shall be
subject to the provisions of the state finance lawrelating to contracts
made by the state. The authority shall also establish rules and regu-
lations wth respect to providing to its residential gas, electric and
steamutility custoners those rights and protections provided in article
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two and sections one hundred seventeen and one hundred ei ghteen of the
public service law and section one hundred thirty-one-s of the socia
services law. The authority shall conform to any safety standards
regardi ng nanual | ockabl e di sconnect switches for solar electric gener-
ating equi pnment established by the public service com ssion pursuant to
subpar agraph (ii) of paragraph (a) of subdivision five and subparagraph
(ii) of paragraph (a) of subdivision five-a of section sixty-six-j of
the public service law. The authority shall Iet contracts for
construction or purchase of supplies, materials, or equi pment pursuant
to section one hundred three and paragraph (e) of subdivision four of
section one hundred twenty-w of the general rmunicipal |aw

2. THE AUTHORI TY AND SERVI CE PROVI DER SHALL PROVI DE TO THE STATE COWP-
TROLLER ON MARCH THI RTY-FIRST AND SEPTEMBER THI RTI ETH OF EACH YEAR A
REPORT DOCUMENTI NG EACH CONTRACT | N EXCESS OF TWO HUNDRED FI FTY THOUSAND
DOLLARS PER YEAR ENTERED | NTO WTH A THI RD PARTY AND RELATED TO MANAGE-
MENT AND OPERATION SERVICES ASSOCI ATED W TH THE AUTHORI TY' S ELECTRI C
TRANSM SSI ON AND DI STRI BUTI ON SYSTEM | NCLUDI NG THE NAME OF THE THI RD
PARTY, THE CONTRACT TERM AND A DESCRI PTI ON OF SERVI CES OR GOODS TO BE
PROCURED, AND POST SUCH REPORT ON EACH OF THEI R WEBSI TES. ALL CONTRACTS
ENTERED | NTO BETWEEN THE SERVICE PROVI DER AND THI RD PARTI ES ARE NOT
SUBJECT TO THE REQUI REMENTS OF SUBDI VI SI ON ONE OF THI S SECTI ON

S 12. Paragraph (b) of subdivision 4 of section 94-a of the executive
| aw, as anmended by chapter 8 of the |laws of 2012, is anended to read as
fol | ows:

(b) The utility intervention unit shall have the power and duty to:

(i) on behalf of the secretary, initiate, intervene in, or participate
in any proceedi ngs before the public service comm ssion OR THE DEPART-
MENT OF PUBLIC SERVICE, to the extent authorized by sections THREE- B,
twenty-four-a, seventy-one, eighty-four or ninety-six of the public
service law or any other applicable provision of |aw, where he or she
deens such initiation, intervention or participation to be necessary or
appropri at e;

(ii) represent the interests of consumers of the state before federal,
state and |ocal adnministrative and regul atory agencies engaged in the
regul ati on of energy services; [and]

(ii1) accept and investigate conplaints of any kind from Long |Island
power authority consuners, attenpt to nmediate such conplaints where
appropriate directly with such authority and refer conplaints to the
appropriate state or |ocal agency authorized by lawto take action with
respect to such conplaints[.]; AND

(1V) HOLD REGULAR FORUMS IN EACH OF THE SERVICE TERRITORIES OF THE
COVBI NATI ON  GAS AND ELECTRI C CORPORATI ONS, AS DEFI NED UNDER SECTI ON TWO
OF THE PUBLIC SERVICE LAW AND THE LONG |SLAND POAER AUTHORITY TO
EDUCATE CONSUMERS ABOUT UTI LI TY- RELATED MATTERS AND THE REGULATORY PROC-
ESS, OPPORTUNI TI ES TO LONER ENERGY COSTS, | NCLUDI NG THROUGH ENERGY EFFI -
CIENCY AND DI STRI BUTED GENERATI ON, AND OTHER MATTERS AFFECTI NG CONSUM
ERS

S 13. Notwithstanding section 112 of the state finance Ilaw and
notw thstanding any other provision of lawto the contrary, including
but not limted to any provision of lawrelated to rebidding, letting or
amendi ng contracts of any anount, the Long Island Lighting Conpany dba
LIPA is authorized to anend the operations services agreenent, dated
Decenber 28, 2011, entered into with PSEG Long Island LLC, i ncluding
Amendrment Nos. 1 and 2 thereto, approved on June 27, 2012, solely by the
following: (1) wupon review and witten recomendati ons nade by the
departnment of public service to the board of trustees of the Long Island
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power authority ("authority"), setting forth the reasons for and find-
ings wunderlying such recomrendations; and (2) adoption of a resolution
by a majority of the authority's board of trustees.

S 14. This act shall supersede the fifth project condition established
in Resolution No. 97-LI-1 of the public authorities control board, dated
July 16, 1997, related to the inplenentation of certain rate increases.

S 15. Subdivision | of section 7208 of the education |aw, as anended
by chapter 994 of the laws of 1971, is anended to read as foll ows:

| . The practice of engineering or |land surveying, or using the title
"engi neer" or "surveyor" (I) exclusively as an officer or enployee of a
public service corporation by rendering to such corporation such
services in connection with its lines and property which are subject to
supervision with respect to the safety and security thereof by the
public service commi ssion of this state, the interstate comrerce conmm s-
sion or other federal regulatory body and so | ong as such person is thus
actually and exclusively enployed and no | onger, OR (I1) EXCLUSIVELY AS
AN OFFI CER OR EMPLOYEE OF THE LONG | SLAND PONER AUTHORI TY OR I TS SERVI CE
PROVI DER, AS DEFI NED UNDER SECTI ON THREE-B OF THE PUBLI C SERVI CE LAW BY
RENDERI NG TO SUCH AUTHORI TY OR PROVI DER SUCH SERVI CES | N CONNECTI ON W TH
| TS LI NES AND PROPERTY WHI CH ARE LOCATED IN SUCH AUTHORITY'S SERVICE
AREA AND SO LONG AS SUCH PERSON IS THUS ACTUALLY AND EXCLUSI VELY
EMPLOYED AND NO LONGER;

S 16. Repowering. If after the Long Island power authority, or its
successor, determnes, in accordance wth the terns and conditions
contained in the anended and restated power supply agreenment ("A&R
PSA"), dated OCctober 10, 2012, between the authority and the owner of
the | egacy LILCO power generating facilities, that repowering any such
generating facility is in the best interests of its ratepayers and wl|
enhance the authority's ability to provide a nore efficient, reliable
and econom cal supply of electric energy in its service territory,
consistent with the goal of inproving environnental quality, the author-
ity will exercise its rights under the A&R PSA related to repowering
such facility, and shall enter into an agreenent related to paynents in
lieu-of-taxes for a termcomensurate with any power purchase agreenent
entered into related to such repowered facility, consistent with other
such agreenents related to generating facilities under contract to the
authority in the service territory.

S 17. This act shall take effect January 1, 2014; provided, however,
that section twelve of this act shall take effect April 1, 2014,
sections five, ten, eleven, thirteen, fourteen, fifteen and sixteen of
this act shall take effect inmediately; provided further that section
thirteen of +this act shall expire and be deened repeal ed January 1,
2015; and provided further that the anmendnents to subdivision 6 of
section 18-a of the public service |aw made by section two of this act
shall not affect the repeal of such subdivision and shall be deened
repeal ed therew th.

PART B

Section 1. Legislative findings. The |I|egislature hereby finds and
det er m nes:

1. On May 28, 1998, Long Island Power Authority (the authority)
acquired all the capital stock and associ ated assets, including trans-
m ssion and distribution (T&) systemassets of Long Island Lighting
Conmpany (LILCO which does business as the retail electric utility on
Long Island, New York under the name of LIPA. In connection wth that
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acqui sition, the authority took over ultimte responsibility for provid-
ing electric wutility service to residential, comrercial, industrial,
nonprofit and governnental customers in the counties of Suffolk and
Nassau and a portion of the county of Queens (hereinafter referred to as
the "service area"). Such acquisition effectively converted LILCO from
an investor-owned utility that was conprehensively regul ated by the New
York Public Service Comm ssion (PSC) and the United States Federal Ener-
gy Regulatory Conmmssion (FERC), to a nunicipal utility that is not
conprehensively regul ated either by the PSC or FERC

2. Since May 28, 1998, neither the authority nor LIPA has directly
operated or nmaintained the T& system assets, provided electric service
or billed and collected T& rates fromLIPA s custoners; instead, the
authority and LI PA have contracted out virtually all of these activities
to other conpanies. Most of these operations and service responsibil -
ities have been contracted out to affiliates of a conmpany now known as
National Gid plc (National Gid), a multi-national electric and gas
utility conmpany organi zed under the |aws of England and Wil es pursuant
to a managenent services agreenent. Thus, while the LIPA nane appears on
custoner bills as well as on service trucks and other equi pnent used in
the service area, affiliates of National Gid have been principally in
charge of managenent and operation of the T&D system assets and provi d-
ing electricity to consuners in the service area. The authority and
LI PA have now contracted with affiliates of Public Service Enterprise
Group and Lockheed Martin Services Inc. (PSEG Lockheed) to provide oper-
ation and mai ntenance services for the T& system assets for ten years
starting January 1, 2014, when the National Gid contract expires.

3. Hygh costs of electric utility service poses a serious threat to
the econom c well-being, health and safety of the residents of and the
commerce and industry in the service area. H gh costs of electric util-
ity service deter comrerce and industry fromlocating in the service
area and have caused exi sting comrerce and industry to consider serious-
'y nmoving out of the service area.

4. H gh debt and associ ated debt service contribute to the authority's
high electric rates. The authority has approximately seven billion
dollars in outstanding debt, a substantial portion of which was issued
to refinance debt associated with construction of the now abandoned
Shoreham nucl ear power plant. The annual debt service associated with
such bonds puts pressure on the authority's custoner rates.

5. As of Decenber 31, 2012, the three nmmjor rating agencies generally
rated the authority's debt in the single-A range, though Mody's |Inves-
tors Services assigns approximately seven hundred mllion dollars of the
authority's debt slightly |Iower ratings of Baal and BaaZ2.

6. If securitized restructuring bonds were issued by a bankruptcy-re-
note entity with a AAA or equivalent rating in current market conditions
to finance a portion of the costs of purchasing, redeem ng or defeasing
out standi ng debt of the authority, and other associated costs, the debt
service on the authority's debt could be reduced and the costs of elec-
tric utility service could be | owered.

7. Securitized restructuring bonds are likely to be nost attractive to
the investing public and result in the | owest possible yields if they
are issued by a newly organized, special purpose public benefit corpo-
ration or other corporate municipal instrunentality of the state.

8. The purpose of this act is to provide a |legislative foundation for
the i ssuance of securitized restructuring bonds to refinance outstandi ng
debt of the authority, a significant portion of which relates to LILCO s
costs of constructing and financing the now abandoned Shoreham nucl ear
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power plant, including the creation of restructuring property by the
authority to provide for the redenption or defeasance of a portion of
the outstandi ng debt of the authority. It is the intent of the |egisla-
ture to authorize, for the purpose of reducing electric utility costs to
consuners in the service area, the followi ng: (a) the organi zation of a
restructuring bond issuer as a special purpose corporate rmunicipa
instrunmentality of the state, created for the I[imted purpose of issuing
securitized restructuring bonds to purchase restructuring property to
fi nance the cost of purchasing, redeem ng or defeasing a portion of the
outstanding debt of the authority and associated costs, which securi -
tized restructuring bonds create no new financial obligations or |iabil-
ities for the authority or for the state; and (b) inplenmentation of
contracts wth owners of the securitized restructuring bonds through a
statutory pledge and agreenent that the state will not in any way take
or permt any action to revoke, nodify, inpair, postpone, term nate or
amend this act in any manner that is materially adverse to the owners of
the restructuring bonds until those bonds are no | onger outstanding and
all amounts due and owi ng under the related transaction docunents have
been paid in full.

9. Accordingly, the issuance of securitized restructuring bonds is
expected to result in lower aggregate distribution and transm ssion
charges and transition charges, conpared to other available alterna-
tives.

S 2. Definitions. As used or referred to in this act, unless a differ-
ing meaning clearly appears fromthe context:

1. "Ancillary agreenment” nmeans any bond i nsurance policy, letter of
credit, reserve account, surety bond, swap arrangenent, hedgi ng arrange-
ment, liquidity or credit support arrangement or other simlar agreenent

or arrangenent entered into in connection with the issuance of restruc-
turing bonds that is designed to pronote the credit quality and market a-
bility of such restructuring bonds or to mtigate the risk of an
increase in interest rates.

2. "Approved restructuring costs" neans, to the extent approved as
such under a restructuring cost financing order, (a) costs of purchas-
i ng, redeem ng or defeasing a portion of outstanding debt of the author-
ity, including bonds and notes issued by the authority, debt issued by
the New York state energy research and devel opnent authority for the
benefit of the LILCO, (b) costs of termnating interest rate swap
contracts and other financial contracts entered into by or for the bene-
fit of the authority and related to debt obligations of the authority;
(c) rebate, yield reduction paynents and any other anounts payable to
the United States Treasury or to the Internal Revenue Service to
preserve or protect the federal tax-exenpt status of outstanding debt
obligations of the authority; and (d) upfront financing costs associ ated
with restructuring bonds.

3. "Assignee" neans any individual, corporation, limted liability
conmpany, partnership or limted partnership, trust or other legally-re-
coghized entity to which an interest 1in restructuring property is

assigned, sold or transferred, other than as security, including any
assi gnee of that party.
4. "Authority" means Long Island Power Authority, a corporate nunici-

pal instrumentality and political subdivision of the state.

5. "Consunmer" neans any i ndividual, governnmental body, trust, business
entity, nonprofit organi zation or other legally-recognized entity that
takes electric delivery service wthin the service area by neans of
electric transm ssion or distribution facilities, whether those electric
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transm ssion or distribution facilities are owned by LIPA or any other
entity.

6. "Financing cost" neans the costs to issue, service, or repay
restructuring bonds, whether incurred upon issuance of such restructur-
ing bonds or over the life of the restructuring bonds, and approved for

recovery in a restructuring cost financing order. Wthout Ilimtation,
“financing cost” may include, as applicable, any of the foll ow ng:

(a) principal, interest and redenption prem uns payabl e on restructur-
i ng bonds;

(b) any paynent required under an ancillary agreenent and any anount
required to fund or replenish a debt service reserve account or other
account established wunder any indenture, ancillary agreenment or other
fi nanci ng docunent relating to the restructuring bonds;

(c) any federal, state or |ocal taxes, paynments in lieu of taxes,
franchise fees or |I|icense fees inposed on transition charge revenues;
and

(d) any cost related to issuing restructuring bonds, adm nistering the
restructuring bond issuer and servicing restructuring property and
restructuring bonds, or related to the efforts to prepare or obtain
approval of a restructuring cost financing order, including, wthout
l[imtation, costs of <calculating adjustnments of transition charges,
servicing fees and expenses, trustee fees and expenses, legal fees and

expenses, accounti ng fees and expenses, admnistrative fees and
expenses, placenent fees, underwiting fees, fees and expenses of the
authority's advisors and outside counsel, if any, rating agency fees and

any other related cost that is approved for recovery in the restructur-
ing cost financing order.

7. "Financing entity" means the restructuring bond issuer, the author-
ity or any servicer, trustee, collateral agent, and other person or
entity acting for the benefit of owners of the restructuring bonds, the
restructuring bond issuer or the authority that my own restructuring
property or have rights to receive proceeds of restructuring bonds or to
recei ve proceeds fromthe sale of restructuring property.

8. "LIPA" neans Long I|sland Lighting Conpany, currently doi ng business
under the nane of LIPA

9. "Ongoing financing costs" mneans financing costs that are not
upfront financing costs. Ongoing financing costs include: (a) principal,
i nterest and redenption prem uns payabl e on restructuring bonds; (b) any
paynment required under an ancillary agreenment and any anount required to
repl eni sh a debt service reserve account or other account established
under any indenture, ancillary agreenent or other financing docunent
relating to restructuring bonds; (c) any federal, state or |ocal taxes,
paynents in lieu of taxes, franchise fees or |license fees inposed on
transition charge revenues; and (d) any cost related to administering
the restructuring bond issuer and servicing restructuring property or
restructuring bonds, including, without limtation, costs of calculating
adjustnments of transition charges, servicing fees and expenses, adm nis-
trative fees and expenses, trustee fees and expenses, and | egal fees and
expenses, accounting fees and expenses, and rating agency fees, approved
for recovery in the restructuring cost financing order. Ongoing financ-
ing costs shall include any excess of actual upfront financing costs
over the estimate of upfront financing costs included in the principa
anmount of the restructuring bonds.

10. "Restructuring bond issuer” neans the corporate nunicipal instru-
nmentality of the state created under section four of this act.



Co~NOoOUIT~hWNE

S. 5844 20

11. "Restructuring bonds" neans bonds or other evidences of indebt-
edness that are issued pursuant to an indenture or other agreenent of
the restructuring bond issuer under a restructuring cost financing order
(a) the proceeds of which are used, directly or indirectly, to recover,
finance, or refinance approved restructuring costs, (b) that are direct-
ly or indirectly secured by, or payable from restructuring property,
and (c) that have a termno longer than thirty years.

12. "Restructuring cost financing order” means an order by the author-
ity, adopted in accordance with this act, which approves the inposition
and collection of transition charges, and the financing of approved
restructuring costs and upfront financing costs through the sale of
restructuring property and the issuance of restructuring bonds, and
whi ch includes a procedure to require periodic adjustnments to transition
charges to ensure the collection of transition charges sufficient to
provide for the tinely paynent of schedul ed debt service on the restruc-
turing bonds and all other ongoing financing costs contenplated by the
restructuring cost financing order.

13. "Restructuring property" neans the property rights and interests
created pursuant to this act, including, without limtation, the right,
title, and interest: (a) in and to the transition charges established
pursuant to a restructuring cost financing order, as adjusted fromtine
to time in accordance with the restructuring cost financing order; (b)
in and to all revenues, collections, clains, paynents, noney, or
proceeds of or arising fromthe transition charges or constituting tran-
sition charges that are the subject of a restructuring cost financing
or der, regardl ess of whether such revenues, collections, clains,
paynents, noney, or proceeds are inposed, billed, received, collected or
mai nt ai ned together with or comm ngled with other revenues, collections,
cl ai ms, paynents, noney or proceeds; and (c) in and to all rights to
obtain adjustnents to the transition charges pursuant to the terns of
the restructuring cost financing order. Restructuring property shal
constitute a vested, presently existing property right notw thstanding
the fact that the value of the property right wll depend on further
acts that have not yet occurred, including but not limted to, consuners
remai ning or becomng connected to the T&D system assets and taking
el ectric delivery service, the inposition and billing of transition
charges, or, in those instances where consuners are custonmers of LIPA or
any successor owner of the T&D system assets, such owner performng
certain services.

14. "Service area" means the geographical area wthin which LIPA
provi ded electric distribution services as of the inplenentation date of
this act.

15. "Servicer" nmeans an entity authorized and required, by contract or
otherwise, to inpose, bill and collect transition charges, to prepare
periodic reports regarding billings and collections of transition charg-
es, toremt collections to the appropriate financing entity, and to
provi de other services contenplated by the restructuring cost financing
order, which may include calculation of periodic adjustnents to the
transition charges or providing other services related to the restruc-
turing property. Wthout limtation, LIPA or any successor owner of the
T&D system assets, their agents or subcontractors, or any entity author-
ized to bill and collect T& rates nay be a servicer.

16. "Servicing fee" neans, except to the extent otherw se specified in
a restructuring cost financing order, the periodic anmount paid pursuant
to a servicing agreenent, indenture or other such docunent to a servicer
of restructuring property which anmount shall approximte the estinmated
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increnental cost of inmposing, billing and collecting transition charges,
preparing servicing reports and perform ng other customary servicing
services required in connection with securitized bonds. A restructuring
cost financing order may authorize a smaller fee payable to a successor
servicer that is affiliated with a successor owner of the T&D system
assets if the increnental cost of providing servicing services is |ess
than LIPA' s increnental costs. A restructuring cost financing order may
authorize a larger fee payable to a successor servicer that is not
affiliated with the owner of the T& system assets or is not performng
simlar services with respect to the base rates of the owner of the T&D
system assets if such larger fee is reasonably necessary to enploy a
reli abl e successor servicer.

17. "Successor regulator"” nmeans a regul atory departnent, conm ssion or
other instrumentality or subdivision of the state with jurisdiction to
regul ate the T&D rates of LIPA or its successor as owner of the T&D
system asset s.

18. "Third-party biller" means any person or entity authorized,
required or entitled to bill or collect transition charges or T&D rates
other than the authority, LIPA or a successor owner of the T&D system
assets, or a servicer.

19. "T&D rates" neans rates and charges for electric transm ssion and
di stribution services in the service area. "T& rates"” shall not include
charges for the generation or resale of electricity or any charges
i nposed to fund public purpose prograns.

20. "T&D system assets” nmeans the physically integrated system of
electric transmission and distribution facilities (and other genera
property and equi pnent used in connection therewith) owned by LIPA as of
the effective date of this act or thereafter acquired for use by LIPA or
its successors in providing retail electric utility service to consuners
in the service area.

21. "Transition charges" neans those rates and charges relating to the
T&D system assets that are separate and apart from base rates of LIPA or
any successor owner of the T&D system assets and that are authorized in
a restructuring cost financing order to recover fromconsuners the prin-
cipal, interest and prem um payabl e on restructuring bonds and the other
ongoing financing costs associated wth the restructuring bonds. As
provi ded in paragraph (c) of subdivision 5 of section five of this act,
transition charges shall be inposed on all consuners in the service area
and collected by LIPA or any successor owner of the T&D system assets,
their agents, subcontractors, assignees, collection agents or any other
entity designated under the restructuring cost financing order.

22. "Upfront financing costs" neans the fees and expenses to issue
restructuring bonds, including, without linmtation, expenses associated
with the efforts to prepare or obtain approval of a restructuring cost
financing order, as well as the fees and expenses associated wth the
structuring, marketing, and issuance of restructuring bonds, including,
without limtation, counsel fees, structural advisory fees, underwiting
fees and original issue discount, rating agency and trustee fees
(including fees of trustee's counsel), accounting and auditing fees,
printing and marketi ng expenses, stock exchange listing fees and conpli -
ance fees, filing fees, any applicable taxes, paynents in |ieu of taxes,
the amount required to fund a debt service reserve account or other
account established wunder any indenture, ancillary agreenent or other
fi nanci ng docunent relating to the restructuring bonds, and fees and
expenses of the authority's advisors and outside counsel, if any.
Upfront financing costs include reinbursenment to any person of anounts
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advanced for paynent of such costs. Upfront financing costs do not
i ncl ude schedul ed debt service or other ongoing financing costs, to the
extent such ongoing financing costs are payable fromtransition charge
revenues. |If any upfront financing costs cannot be reasonably determ ned
before the principal anmunt of restructuring bonds is fixed, such
financi ng costs shall be estimated and the aggregate of such estinates
shall be included as an upfront financing cost for purposes of determ n-
ing the principal anount of restructuring bonds to be issued. If the
actual upfront financing costs are greater than the estinmated upfront
financing costs, the difference shall be deened to be an ongoi ng financ-
ing cost; if the actual upfront financing costs are | ess than the esti-
mat ed upfront financing costs, the proceeds corresponding to such
di fference shall be used to pay ongoi ng financing costs.

S 3. Procedure; judicial review 1. Standard. The authority may
prepare a restructuring cost financing order for the purpose of issuing
restructuring bonds to refinance outstandi ng debt of the authority based
on a finding that such bond issuance is expected to result in savings to
consunmers of electric transmssion and distribution services in the
service area on a net present val ue basis.

2. Public hearings. Notw thstanding any other provision of lawto the
contrary, at any tinme after the effective date of this act, after making
such finding, the authority shall schedule and hold one or nore expe-
dited public statenent hearings on the proposed restructuring cost
financing order. After the conclusion of such hearings and its revi ew of
any comments received, the authority shall finalize the restructuring
cost financing order for submission to the board of trustees of the
authority and to the public authorities control board ("PACB'). The
PACB shall have the power and it shall be its duty to, upon receiving an
application for approval of a restructuring cost financing order, within
thirty days after receipt of such order, either approve, absent any
conditions of approval, or disapprove such order based solely on the
assunptions and conditions set forth in the restructuring cost financing
order and whether such order conplies with the standards set forth in
this act. If the public authorities control board fails to approve or
di sapprove such restructuring cost financing order wthin such thirty
day period, the PACB shall be deened to have approved the restructuring
cost financing order. If the board of trustees of the authority approves
such restructuring cost financing order and the PACB approves or is
deened to have approved such restructuring cost financing order, the
restructuring cost financing order shall beconme a final rate order by
the authority.

3. Appeals. Because delay in the final determ nation of the petition
will delay the issuance of restructuring bonds, thereby dim nishing
savings to consuners that m ght be achieved if the restructuring bonds
were issued pronptly after the issuance of the restructuring cost
financing order, notwithstanding any other lawto the contrary, any
action, suit or proceeding to which the authority or the restructuring
bond issuer my be a party, in which any question arises as to the
validity of this act or any restructuring cost financing order, shall be
preferred over all other civil causes in all courts of the state, except
el ection matters, and shall be heard and determ ned in preference to al
ot her civil business pending therein, except election matters, irrespec-
tive of position on the calendar. Such preference shall al so be granted
upon application of counsel to the authority in any action or proceedi ng
gquestioning the validity of this act or any restructuring cost financing
order in which such counsel may be allowed to intervene. Notw t hstandi ng
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any other provision of lawto the contrary, the validity of this act nay
only be chal |l enged by an aggrieved party pursuant to an action, suit or
proceeding filed wthin thirty days of the effective date of this act,
and the wvalidity of any restructuring cost financing order may only be
chal I enged by an aggrieved party pursuant to an action, suit or proceed-
ing filed within thirty days after such restructuring cost financing
order beconmes a final rate order by the authority; provided, however,
that any such action, suit or proceeding and all supporting papers shal
be filed directly to the Suprenme Court, Appellate D vision, Second Judi-
ci al Departnent.

4. Expiration of appeals. The authority shall provide witten notifi-
cation to the restructuring bond issuer upon the authority's determ -
nation that any and all actions, suits and proceedings challenging this
act and the final restructuring cost financing order have been denied or
dismssed or the timng associated with the filing of such actions,
suits and proceedi ngs has | apsed or expired, and any related appeals
have been exhausted or the timng related to such appeals has | apsed or
expired.

5. Agreenent to sell restructuring bonds. Wthin the time specified in
the restructuring cost financing order, after receiving notice from the
authority that the tinme for petitions and appeal s has | apsed or expired,
the restructuring bond issuer shall enter into an agreenment with one or
nore underwiters or purchasers satisfactory to the authority to sel
the restructuring bonds in conpliance with the restructuring cost
financing order. No later than the third business day after the pricing
of the restructuring bonds in accordance wth such agreenent, the
initial servicer shall determne the initial transition charges and the
expected savings to consumers in accordance with the restructuring cost
financing order and shall file an issuance advice letter wth the
authority and the restructuring bond issuer setting forth the principa
anmount of restructuring bonds to be issued, the pricing, the net
proceeds, the initial transition charges, the expected savings to
consuners and any other information required by the restructuring cost
financing order. No later than the end of the third business day after
the filing of such issuance advice letter, the authority shall confirm
in a notice to the restructuring bond issuer that such pricing conplies
with the restructuring cost financing order.

6. Issuance of restructuring bonds. Wthin ninety days after receiving
notice of confirmation fromthe authority, the restructuring bond issuer
shall issue the restructuring bonds, in one or nore series or tranches
and at one or nore tines, pursuant to the agreenent to sell the restruc-
turing bonds. The restructuring bond issuer shall purchase the restruc-
turing property fromthe authority for a purchase price equal to the net
proceeds fromthe sale of the restructuring bonds |less any anounts of
such proceeds required to fund or pay upfront financing costs.

7. lrrevocability. Upon the issuance of the restructuring bonds, the
transition charges, including any adjustnments thereof as provided in the
restructuring cost financing order, shall be deened established by the
authority as irrevocable, final and effective without further action by
the authority, or any other entity. The state, including the authority
or any successor regulator, thereafter may not in any way take or permt
any action to reduce, inpair, postpone or termnate the transition
charges approved in the restructuring cost financing order, as the sane
may be adjusted fromtinme to tine pursuant to subdivision 3 of section
five of this act, or inpair the restructuring property or the collection
or recovery of transition charge revenues, including, but not Ilimted
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to, either directly or indirectly by taking transition charges into
account when setting other rates for any owner of the T&D system assets;
nor shall the amount of revenues arising with respect to restructuring
property be subject in any way to reduction, inpairnent, postponenent,
or term nation.

8. Application of proceeds. The restructuring bond issuer shall cause
the proceeds fromits issuance of the restructuring bonds to be placed
in one or nore separate accounts and used only to pay or fund upfront
financing costs and to purchase the restructuring property fromthe
authority. The authority shall cause the proceeds from its sale of
restructuring property to be placed in one or nore separate accounts and
used only to pay approved restructuring costs, and if funds remain in
those accounts after the paynent of all approved restructuring costs, to
make a refund or credit to consuners on the sane basis that transition
charges are then being inposed, to the extent such a refund or credit is
practical .

S 4. Creation of restructuring bond issuer. 1. Creation of restruc-
turing bond issuer. For the purpose of effectuating the purposes
declared in section one of this act, there is hereby created a specia
pur pose corporate nunicipal instrunentality of the state to be known as
"utility debt securitization authority", which shall be a body corporate
and politic, a political subdivision of the state, and a public benefit
corporation, exercising essential governnental and public powers for the
good of the public. The restructuring bond issuer shall not be created
or organized, and its operations shall not be conducted, for the purpose
of making a profit. No part of the revenues or assets of the restructur-
ing bond issuer shall inure to the benefit of or be distributable to its
trustees or officers or any other private persons, except as herein
provi ded for actual services rendered.

2. Activities |limted to issuing restructuring bonds and related
activities.

(a) The restructuring bond issuer is hereby authorized to:

(i) issue the restructuring bonds contenplated by a restructuring cost
financing order, and wuse the proceeds thereof to purchase or acquire,
and to own, hold and use restructuring property or to pay or fund
upfront financing costs provided, however, that the restructuring bond
i ssuer shall only issue and sell restructuring bonds once;

(ii) contract for servicing of restructuring property and restructur-
ing bonds and for admi nistrative services; and

(ii1) pledge the restructuring property to secure the restructuring
bonds and the paynment of ongoing financing costs, all pursuant to
section seven of this act.

(b) So long as any restructuring bonds remain outstanding, the
restructuring bond issuer shall not be authorized to nmerge or consol-
idate, directly or indirectly, with any person or entity. Additionally,
the restructuring bond issuer shall not have the power or authority to
i ncur, guarantee or otherw se becone obligated to pay any debt or other
obligations other than the restructuring bonds and financing costs
unl ess otherwise pernmtted by the restructuring cost financing order.
The restructuring bond issuer shall keep its assets and liabilities
separate and distinct fromthose of any other entity.

(c) The restructuring bond issuer shall have no additional authority
to engage in other business activities; provided, however, that in
connection wth the powers specified in paragraph (a) of subdivision 2
of this section, as a financing entity, the restructuring bond issuer
shall have the power to:
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(i) sue and be sued,;

(ii) have a seal and alter the sane at pl easure;

(ii1) make and alter by-laws for its organi zation and internal manage-
ment and nake rul es and regul ati ons governing the use of its property;

(iv) make and execute contracts and all other instruments necessary or
convenient for the exercise of its powers and functions under this act
and to commence any action to protect or enforce any right conferred
upon it by any law, contract or other agreenment, including, wthout
limtation, make and execute contracts with the authority, LIPA or any
successor owner of the T&D system assets, any servicers, any financing
entity or any other public or private entities to service restructuring
property owned by restructuring bond issuer, to service restructuring
bonds i ssued by restructuring bond issuer, and to provide services in
adm nistering the restructuring bond issuer, and to pay conpensation for
such servi ces;

(v) appoint officers, agents and enpl oyees, prescribe their duties and
qual ifications, fix their conpensation and engage the services of
private consultants, accountants, counsel and others on a contract basis
for rendering professional and technical assistance and advi ce;

(vi) pay its operating expenses, scheduled debt service on the
restructuring bonds and ot her ongoing financing costs;

(vii) issue restructuring bonds and provide for the rights of the
hol ders t hereof;

(viii) procure insurance against any loss in connection wth its
activities, properties and assets in such anmobunt and from such insurers
as it deens desirable;

(ix) invest any funds or other noneys under its custody and control in
i nvestment securities or under any ancillary agreenent;

(x) establish and maintain such reserves, special funds and accounts,
to be held in trust or otherwi se, as may be required by agreenents nade
in connection with the restructuring bonds, or any agreenent between
itself and third parties;

(xi) as security for the paynment of the principal of and interest on
any restructuring bonds issued by it pursuant to this act, and any
agreenent mnade in connection therewth, pledge all or any part of its
revenues or assets, including, without limtation, restructuring proper-
ty, unspent proceeds of its restructuring bonds, transition charge
revenues, and earnings fromthe investnent and rei nvestnment of unspent
proceeds of its restructuring bonds and transition charge revenues; and

(xi1) do any and all things necessary or convenient to carry out its
purposes and exercise the powers expressly given and granted in this
secti on.

3. No authority to file for bankruptcy protection. The restructuring
bond issuer shall not be authorized to be a debtor under chapter 9 of
the United States Bankruptcy Code or any other provision of the United
States Bankruptcy Code. No governmental officer or organization is
enpowered to authorize, whether by executive order or otherw se,
restructuring bond issuer to be a debtor under chapter 9 of the United
St at es Bankruptcy Code or any other provision of the United States Bank-
ruptcy Code. Until at |east one year and one day after all restructuring
bonds i ssued by restructuring bond issuer have ceased to be outstanding
and all unpaid financing costs have been paid, the state hereby pl edges,
contracts and agrees wth owners of restructuring bonds issued by
restructuring bond issuer that the state will not |imt or alter the
denial of authority to the restructuring bond issuer to be a debtor
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under chapter 9 of the United States Bankruptcy Code or any other
provi sion of the United States Bankruptcy Code.

4. CGovernance. The restructuring bond issuer shall be governed by a
board consisting of three trustees appointed by the governor. The trus-
tees shall not be trustees, directors, officers, or enployees of the
authority, LIPA or any successor owner of the T& system assets.

(a) One of the trustees first appointed shall serve for a term ending
four years from January first next succeedi ng his appoi ntnment; one of
such trustees shall serve for a termending five years from such date;
and one of such trustees shall serve for a termending six years from
such date. Their successors shall serve for terns of six years each
Trustees shall continue in office wuntil their successors have been
appoi nted and qualified and the provisions of section 39 of the public
officers law shall apply. 1In the event of a vacancy occurring in the
office of a trustee by death, renoval, resignation or otherw se, the
Governor shall appoint a successor to serve for the balance of the unex-
pired term

(b) Trustees shall serve wthout salary or other conpensation, but
each trustee shall be entitled to rei mbursenent for actual and necessary
expenses incurred in the performance of his or her official duties.

(c) Amjority of the trustees shall constitute a quorumfor the tran-
saction of any business or the exercise of any power or function of
restructuring bond issuer. Any one or nore trustees may participate in a
neeting of the board by neans of a conference tel ephone or simlar
comuni cations equi pnent allowing all persons participating in the neet-
ing to hear each other at the same tinme. Participation by such neans
shall constitute presence in person at a neeting. The board nmay del egate
to one or nore of its trustees, or officers, agents and enpl oyees, such
powers and duties as the board nay deem proper.

(d) Such trustees may engage in private enploynent, or in a profession
or busi ness. Restructuring bond issuer, its trustees, officers and
enpl oyees shall be subject to the provisions of sections 73 and 74 of
the public officers |aw

(e) Notwi t hstandi ng any inconsistent provision of law to the contrary,
general, special or local, no officer of the state or of any civil divi-
sion thereof shall be deened to have forfeited or shall forfeit his or
her office or enployment by reason of his or her acceptance of an
appoi ntnent as trustee of restructuring bond issuer.

(f) The governor may renove any trustee for inefficiency, neglect of
duty or msconduct in office after giving himor her a copy of the
charges agai nst himor her and an opportunity to be heard, in person or
by counsel, in his or her defense, upon not |ess than ten days noti ce.
If any trustee shall be so renoved, the governor shall file in the
office of the departnent of state a conplete statenent of the charges
made agai nst such trustee and his or her findings thereon, together with
a conplete record of the proceedi ngs.

(g) Each trustee shall have a fiduciary duty to act in the best inter-
ests of the restructuring bond issuer, including its «creditors, the
owners of the restructuring bonds, and such other duties as nay be spec-
ified in the organizational docunents or other agreenents of the
restructuring bond issuer.

(h) The restructuring bond issuer and its corporate existence shal

continue wuntil one year and one day after all restructuring bonds and
ongoi ng financing costs and other indebtedness of restructuring bond
i ssuer have been actually paid and all its other liabilities and obli -

gati ons have been paid, nmet or otherw se discharged. Upon term nation of
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the existence of restructuring bond issuer, all of its rights and prop-
erty shall pass to and be vested in the state.

S 5. Restructuring cost financing orders. 1. Content of restructuring
cost financing orders. The restructuring cost financing order shal
include the following: (i) a description of the approved restructuring
costs; (ii) the amount of approved restructuring costs that the authori-
ty proposes to pay through the sale of the restructuring property and
the issuance of the restructuring bonds; (iii) designation of the
authority as the entity in which initial ownership of restructuring
property will vest; (iv) an estimate of the date on which restructuring
bonds w |l be issued and the expected scheduled termto maturity of the
restructuring bonds; (v) a description of the estinmated debt service on
the restructuring bonds and other ongoing financing costs that may be
recovered through transition charges; as part of this description, the
restructuring cost financing order may include qualitative or quantita-
tive limtations on financing costs approved to be recovered provided
that no such limtation on financing costs shall inpair the ability of
the restructuring bond issuer to pay and service the restructuring bonds
in accordance with their ternms; (vi) a proposed nethodol ogy for all ocat-
ing transition charges on an equal percentage basis anong custoner
service classifications and anong volunetric (kW) and demand (kW
charges within those customer service classifications, along wth an
associated bill inmpact analysis of the proposed nethodol ogy; (vii) a
description of the proposed adjustnent nechanism to reconcile actua
collections with forecasted collection on at |east an annual basis and a
finding that the adjustment nechanismis just and reasonable; (viii) a
description of the benefits to consuners in the service area that are
expected to result fromthe sale of the restructuring property and the
i ssuance of restructuring bonds as opposed to traditional alternative
financing nechanisns; (ix) specifying the entity that will contract to
act as servicer with respect to the restructuring property and the
restructuring bonds on terns and conditions nutually acceptable to such
servicer and the restructuring bond issuer; (x) specifying the entity or

entities that will contract to provide adm nistrative or other services
to the restructuring bond issuer; (xi) specifying when the restructuring
property wll be created and vest and addressing such other natters as

may be necessary or desirable for the marketing or servicing of the
restructuring bonds or the servicing of the restructuring property;
(xi1) authorizing the inposition, billing and collection of transition
charges to pay debt service on the restructuring bonds and ot her ongoi ng
financing costs; (xiii) a description of the restructuring property that
will be created and that nay be used to pay and secure the paynent of
the restructuring bonds approved to be issued in the restructuring cost
financing order; (xiv) a requirenment that the anounts in the debt
service reserve accounts or other accounts funded with the proceeds of
restructuring bonds or transition charges be fully used, to the extent
practical, to make the final paynments of principal and interest on the
restructuring bonds and ot her ongoing financing costs or to nake refunds
to consunmers on the same basis as such consuners woul d have then been
obligated to pay transition costs; and (xv) the finding required by
subdivision 1 of section 3 of this act.

2. Periodic reports. A restructuring cost financing order shal
require the restructuring bond issuer or the servicer to file at |east
annually with the authority and the appropriate financing entity a peri-
odic report showing the billing and collection of transition charges,
the application of transition charge revenues to debt service on the
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restructuring bonds and ot her ongoing financing costs, and the bal ances
in any debt service reserve accounts or other accounts required by the
restructuring cost financing order.

3. Adj ustnent nechani sm

(a) Each restructuring cost financing order shall include a nmathenat -
ical formula for maeking periodic adjustnments to the transition charges.
The mat hematical formula shall apply the follow ng principles:

(i) The transition charges wll be adjusted at |east annually to
ensure that the collections of transition charges are adequate to pay
principal and interest on the associated restructuring bonds when due
pursuant to the expected anortization schedule, to fund all debt service

reserve accounts to the required levels and to pay when due all other
expect ed ongoi ng financing costs.
(ii) The adjustnments of transition charges will take into account

hi stori cal and reasonably foreseeable differences between anounts billed
and anounts col |l ected due to applicable taxes, consuner defaults and

del ays, billing lags, wite-offs and other factors.
(ii1) The adjustnents of transition charges will take into account
hi stori cal and reasonably foreseeable variations in billings due to

variations in electricity consunption associated wth the seasons,
stornms and ot her weather conditions, outages, gain or |oss of consuners,
efficiencies, electric vehicles, economc conditions or other factors.
(iv) The adjustnments of transition charges will take into account any
over-collection or under-collection of transition charges so that, to
the extent practical, the outstanding bal ance of restructuring bonds is
equal to the schedul ed balance on the expected anortizati on schedul e,
the amounts in the debt service reserve accounts are equal to the

required reserve level, and all ongoing financing costs are paid when
due.
(v) The adjustnents of transition charges will be applied ratably to

the transition charges for each custoner service classification.

(b) Once restructuring bonds have been issued, the adjustnent mech-
anismspecified in the restructuring cost financing order shall be
applied to correct for any over-collection or under-collection of tran-
sition charges and to provide for tinely paynment of scheduled principa
of and interest on the restructuring bonds and the paynment and recovery
of other ongoi ng financing costs in accordance wth the restructuring
cost financing order. Application of the adjustnment mechani sm shal
occur at least annually or nore frequently as provided in the restruc-
turing cost financing order. A notice of such periodic adjustnent of
transition charges shall be filed with the authority by or on behalf of
the owner of restructuring property and a copy shall be provided to the
owner of the T&D system assets at | east sixty days before the adjustnment
is to take effect, provided that the restructuring bond issuer my
request an earlier effective date.

(c) Each adjustnment to the transition charge, in anmounts as cal cul at ed
by or on behalf of the owner of restructuring property, shall autonat-
ically becone effective sixty days following the date on which the
notice of periodic adjustnment is filed with the authority unless the
authority approves an earlier effective date requested by the restruc-
turing bond issuer.

(d) Notwi thstanding any other provision of lawto the contrary, the
authority shall allow interested parties thirty days from the date of
filing of the notice for adjustnent within which to make comments. Such
comments shall be limted to the mathematical accuracy of the calcu-
lations of the anmount of the adjustnents. If the authority determ nes
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that the calculation of the transition charge adjustnent in the notice
was mat hematically inaccurate, the transition charge adjustnent shall be
changed as soon as it is reasonably practical to do so, but estinmated
overcol l ections or undercollections resulting from the nathematica
error shall be taken into account in the next succeeding periodic
adj ust nment .

(e) No adjustnment pursuant to this section shall in any way affect the
irrevocability of the restructuring cost financing order as specified in
subdivision 4 of section five of this act. No adjustnent pursuant to
this section shall require any approvals or action under any other |aw
or shall be deened to be the establishnment of a new charge, fee or rate
under any | aw.

4. lrrevocability of restructuring cost financing orders.

(a) Arestructuring cost financing order shall be an irrevocable fina
rate order when the tine for any actions, suits, proceedi ngs and appeal s
chal I engi ng such final restructuring cost financing order has | apsed or
expi red as provided in subdivision 3 of section three of this act.

(b) A restructuring cost financing order nmay be anmended on or after
the date of issuance of restructuring bonds approved thereunder only:
(i) at the request of the authority; (ii) in accordance with any
restrictions and limtations on anendnent set forth in the restructuring
cost financing order; (iii) subject to the Ilimtations set forth in
subdivision 7 of section three of this act; and (iv) upon approval by
the PACB within thirty days of receipt of such anendnent; provided,
however, that if no approval or disapproval is made within such tine,
t he amendnment shall be deened approved.

(c) This act, and any restructuring cost financing order made pursuant
to this act, shall not be interpreted to alter or Iimt the rights vest-
ed in the authority to establish sufficient T& rates to pay and perform
all of its obligations and contracts with the authority's bondhol ders
and ot hers when due.

5. Effect of restructuring cost financing order.

(a) A restructuring cost financing order shall remain in effect and
unabated until the restructuring bonds issued pursuant to the restruc-
turing cost financing order have been paid in full and all ongoing
financing and all anpbunts to be paid to an assignee or financing party
under an ancillary agreenent are paid or perfornmed in full.

(b) A restructuring cost financing order shall remain in effect and
unabat ed notwi t hstandi ng the bankruptcy, reorganization or insolvency of
the authority, the restructuring bond issuer, LIPA or any successor
owner of the T&D system assets, or any affiliate of the aforenentioned,
or the commencenent of any judicial or nonjudicial proceeding therefor.

(c) For so long as restructuring bonds issued pursuant to a restruc-
turing cost financing order are outstanding, and the rel ated approved
restructuring costs have not been paid in full, the transition charges
authorized in the restructuring cost financing order shall be non-by-
passabl e and shall apply to all consunmers connected to the T&D system
assets and taking electric delivery service |ocated within the service
area, whether or not the consuners produce their own electricity or
purchase electric generation services froma provider of electric gener-
ation services other than the owner of the T&D system assets and whet her
or not the T&D system assets continue to be owned by LIPA

S 6. Restructuring bonds. 1. No recourse. Restructuring bonds shal
be without recourse to the credit or any assets of the authority, LIPA
and the restructuring bond issuer, other than the restructuring property
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and other assets and revenues of restructuring bond issuer as specified
in the pertinent restructuring cost financing order.

2. Exenption fromtaxation.

(a) It is hereby found and declared that the activities of the
restructuring bond issuer are primarily for the benefit of the people of
the state of New York, for the inprovenent of their welfare and prosper-
ity, and is a public purpose, and the restructuring bond issuer shall be
regarded as perform ng an essential governnental function in carrying
out the provisions of this act.

(b) The restructuring bond issuer shall not be required to pay taxes
or assessnents upon any of the property acquired or controlled by it or
upon its activities in the use thereof or upon incone derived therefrom

(c) Restructuring bonds, their transfer and the incone therefrom
shall, at all times, be free fromtaxation by the state or any nunici-
pality, except for estate and gift taxes.

3. Restructuring bonds not debt of the state. Restructuring bonds
issued pursuant to a restructuring cost financing order and the
provisions of this act shall not constitute a debt, general obligation
or a pledge of the faith and credit or taxing power of the state or of
any county, nunicipality or any other political subdivision, agency or
instrunmentality of the state. Holders of restructuring bonds shall not
be taxed by the |legislature or the taxing authority of any county, nuni-
cipality or any other political subdivision, agency or instrunentality
of this state for the paynent of the principal thereof or interest ther-
eon. The issuance of restructuring bonds does not obligate the state or
any county, nunicipality or any other political subdivision, agency or
instrunmentality of the state to levy any tax or nmake any appropriation
for paynent of the principal of or interest on the restructuring bonds.
Al'l restructuring bonds nust contain a statenent to the follow ng
ef fect: “"Neither the full faith and credit nor the taxing power of the
state of New York is pledged to the paynent of the principal of, or
interest on, this bond."

4. Restructuring bonds as |egal investnments. Any restructuring bonds
i ssued by the restructuring bond issuer are hereby made securities in
which all public officers and bodies of this state and all munici-
palities, all insurance conpanies and associations and other persons
carrying on an insurance business, all banks, bankers, trust conpanies,
savi ngs banks and savi ngs associ ations, including savings and | oan asso-
ciations, building and | oan associ ations, investnment conpani es and ot her
persons carrying on a banking business, all trusts, estates and guardi-
anships and all other persons whatsoever, who are now or may hereafter
be authorized to invest in bonds or other obligations of this state, my
properly and legally invest funds, including capital in their control or
bel onging to them The restructuring bonds are al so hereby made securi -
ties which my be deposited with and shall be received by all public
of ficers and bodies of the state and all mnunicipalities for any purpose
for which the deposit of bonds or other obligations of the state is now
or may hereafter be authorized.

S 7. Restructuring property. 1. (a) Restructuring property that s
created pursuant to a restructuring cost financing order shall consti-
tute an existing, present property right, notw thstanding the fact that
the inposition and collection of transition charges will depend on
further acts that have not yet occurred, including but not limted to:
(i) LIPA or any successor owner of the T& system assets delivering
el ectric energy or related services, (ii) a servicer performng servic-
ing functions relating to the collection of transition charges, or (iii)
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the level of future consunption of electric energy. Restructuring prop-
erty shall exist whether or not transition charges have been inposed,
billed, accrued or collected and notw thstanding the fact that the val ue
or anount of the restructuring property is dependent on the future
provi sion of service to custoners by LIPA or any successor owner of the
T&D system assets.

(b) Al restructuring property created pursuant to a restructuring
cost financing order shall continue to exist wuntil the restructuring
bonds issued pursuant to such restructuring cost financing order are
paid in full and all ongoing financing costs relating to the restructur-
i ng bonds have been paid in full.

(c) The restructuring property nay be transferred, sold, conveyed or
assigned to the restructuring bond issuer. Al or any portion of
restructuring property may be pledged to secure the paynent of restruc-
turing bonds, anounts payable to financing parties, anounts payable to
hol ders of restructuring bonds, anmounts payable under any ancillary
agreenent and ot her ongoing financing costs. So |long as the restructur-
ing property remai ns pledged to secure the restructuring bonds, revenues
fromthe collection of transition charges shall be applied solely to the
repaynent of restructuring bonds and other ongoing financing costs.
After the occurrence of an event of default with respect to the restruc-
turing bonds, all or any portion of restructuring property nay be trans-
ferred, sold, conveyed or assigned to any person or entity. Any trans-
fer, sale, conveyance, assignment, grant of a security interest in or
pl edge of restructuring property by the authority, the restructuring
bond issuer, or other financing entity, to the extent previously
approved in a restructuring cost financing order, does not require the
prior consent and approval of any other person or entity under the
public service | aw or any other |aw.

(dy If the owner of the T&D system assets, servicer, third-party
biller, or any other person or entity authorized to collect transition
charges, defaults on any required remttance of transition charge reven-
ues, any court in the state, upon application by an interested party and
without Ilimting any other renedies available to the applying party,
shall order the sequestration and paynent of +the transition charge
revenues for the benefit of the owners or pledgees of restructuring
property. The order shall remain in full force and effect notw thstand-
I ng any bankruptcy, reorgani zation, or other insolvency proceedings with
respect to a servicer, authority, LIPA or any successor owner of the T&D
system assets or any affiliate thereof or of any other person or entity.

(e) Restructuring property, transition charges, transition charge
revenues, and the interests of an assignee, bondhol der, financing party
or any other person in restructuring property or in transition charge
revenues, are not subject to setoff, counterclaim surcharge or defense
by a servicer, any consuner, the authority, LIPA or any successor owner
of the T&D system assets or any other person or in connection wth any
default, bankruptcy, reorganization or other insolvency proceedi ng of
the authority, LIPA or any successor owner of the T&D system assets, any
affiliate thereof or any other entity or otherwise. To the extent that
any consuner makes a partial paynent of a bill containing both transi-
tion charges and any ot her charges, such paynent shall be allocated pro
rata between the transition charges and the other charges unless the
consuner specifies that a greater proportion of such paynent is to be
all ocated to the transition charges, except that the other charges shal
be reduced by the amount of any clainms of setoff, counterclaim
surcharge or defense for purposes of such allocation.
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(f) Any successor owner of the T& system assets and any successor
servicer shall be bound by the requirenments of this act and shal
perform and satisfy all obligations of a servicer in the sanme manner and
to the same extent under a restructuring cost financing order as did
LIPA and the initial servicer, including, without limtation, the obli-
gation to inpose, bill and collect the transition charges and to pay
such collections to the person entitled to receive the transition charge
revenues.

2. Security interests. Any pledge of restructuring property or
proceeds thereof, including any noneys, revenues or property or of a
revenue producing contract or contracts constituting part of the
restructuring property, nade by the owner of restructuring property,
shall be perfected, valid and binding fromthe time when the pledge is
made. The proceeds, noneys, revenues or proceeds so pledged and there-
after received by the owner of restructuring property shall inmmediately
be subject to the lien of such pledge, and such Iien shall be perfected,
wi t hout any physical delivery thereof or further act. The Ilien of any
such pl edge shall be perfected, valid and binding as against all parties
having claims of any kind in tort, contract or otherw se against the
owner of restructuring property irrespective of whether such parties
have notice thereof and shall be superior to any judicial |liens or other
liens obtained by such claimants or transferees. The description of the
restructuring property in a pledge or security agreenment and any fi nanc-
ing statenent is sufficient if and only if the description refers to
this Act and the restructuring cost financing order creating such
restructuring property. No instrunent by which a pledge or Ilien is
created pursuant to this subdivision need be recorded in order to
perfect such pledge or lien. However, the restructuring bond issuer
shall cause a financing statenment describing the pledge and referring to
the restructuring cost financing order and the restructuring property
described therein to be filed for informational purposes only under
article 9 of the uniformconmmercial code. The secretary of state shal
mai ntai n any financing statenment filed under this section in the sane
manner that the secretary nmaintains financing statenents filed by trans-
mtting utilities wunder section 9-501 of the uniformcomercial code
until a termnation statenent is filed. A pledge of restructuring prop-
erty is a continuously perfected security interest and has priority over
any other lien, <created by operation of |law or otherw se, that nay
subsequently attach to that restructuring property or proceeds thereof
unl ess the holder of any such lien has agreed in witing otherw se. Any
pl edgee of restructuring property shall have a perfected security inter-
est in the anount of all restructuring property revenues or other
proceeds that are deposited in any deposit account or other account of
the servicer or other entity in which restructuring property revenues or
ot her proceeds have been conmi ngled with other funds. Any other security
interest that may apply to restructuring revenues or other proceeds
shall be term nated when such revenues or proceeds are transferred to a
segregat ed account for an assignee or a financing party. No application
of the adjustment nechanismas described in this act shall affect the
validity, perfection, or priority of a pledge of, security interest in
or the sale or transfer of restructuring property.

3. Sal es of restructuring property.

(a) A transfer of all or any portion of restructuring property, which
the parties in the governi ng docunentation have expressly stated to be a
sale or other absolute transfer, in a transaction approved in a restruc-
turing cost financing order, shall be treated as an absol ute transfer of
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all of the transferor's right, title, and interest (as in a true sale),
and not as a pledge or other financing, of the restructuring property,
other than for federal, state and local income and franchise tax
pur poses.

(b) Any transfer of an interest in restructuring property shall be
perfected, vested, valid and binding fromthe time when the transfer is
made. Such transfer shall be perfected, vested, valid and binding as
agai nst the transferor, all parties having clains of any kind in tort,
contract or otherwi se against the transferor, and all other transferees
of the transferor, irrespective of whether such parties have notice
thereof and shall be superior to any judicial liens or other |iens
obtai ned by such claimants or transferees. The description of the
restructuring property in a sale or transfer agreenent and any financing
statement is sufficient if and only if the description refers to this
act and the restructuring cost financing order creating such restructur-
ing property. No instrument by which a transfer is created pursuant to
this section need be recorded in order to perfect such transfer. Howev-
er, the restructuring bond issuer shall cause a financing statenent
describing the pledge and referring to the restructuring cost financing
order and the restructuring property described therein to be filed for
i nformati onal purposes only under article nine of the uniform conmercia
code. The secretary of state shall nmmintain any financing statenment
filed under this section in the same nanner that such secretary main-
tains financing statenents filed by transmtting utilities under section
9-501 of the wuniformcomercial code until a term nation statenent is
filed.

(c) The characterization of the sale, assignnent or transfer as an
absolute transfer and true sale and the correspondi ng characteri zation
of the property interest of the purchaser, shall not adversely be
affected or inpaired by, anong other things, the occurrence of any of
the following factors: (i) commingling of revenues or other proceeds
from transition charges wth other anpbunts; (ii) the retention by the

seller of: (A a partial or residual interest, including an equity
interest, in the restructuring property, whether direct or indirect, or
whet her subordinate or otherwise; or (B) the right to recover costs
associated with taxes, paynents in |Ilieu of taxes, franchise fees or

license fees inposed on the collection of transition charges; (iii) any
recourse that the purchaser may have agai nst the seller; (iv) any indem
nification rights, obligations or repurchase rights nade or provi ded by
the seller; (v) the obligation of the seller to collect transition
charges on behalf of an assignee, including but not limted to, any
retention by the seller to bare legal title for the purpose of «collect-
ing transition charges; (vi) the treatnment of the sale, assignnment or
transfer for tax, financial reporting or other purposes; (vii) any
subsequent order of the authority anmending a restructuring cost financ-
i ng order pursuant to paragraph (b) of subdivision 4 of section five of
this act; or (viii) any application of the adjustnment nmechani sm as
provi ded in subdivision 3 of section five of this act.

(d) An assignee or financing party shall not be considered to be a
public wutility or person providing electric service solely by virtue of
the transacti ons described in this act.

S 8. Rights and duties while restructuring bonds are outstandi ng. 1.
Responsibilities of the authority. (a) For the purpose of investigating
conpliance wth the provisions of this act and the applicable restruc-
turing cost financing order, the authority shall have the right, juris-
di ction, power and authority to exam ne the books and records of LIPA or
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any successor owner of the T&D system assets, the restructuring bond
i ssuer, any other financing entity, any servicer, any third-party biller
and any other person or entity that owns restructuring property or has
the right to inpose, bill or <collect transition charges until the
restructuring bonds issued pursuant to the restructuring cost financing
order have been paid in full and all financing costs relating to such
restructuring bonds have been paid in full.

(b) Neither the authority nor any successor regulator may, in exercis-
ing its powers and carrying out its duties regarding regulation and
rat emaki ng, consider restructuring bonds issued pursuant to the restruc-
turing cost financing order to be the debt of any owner of the T&D
system assets, consider transition charges paid under the restructuring
cost financing order to be revenue of any owner of the T&D system
assets, or consider the approved restructuring costs or ongoing financ-
ing costs specified in the restructuring cost financing order to be
costs of any owner of the T& system assets or any affiliate, nor nay
the authority or any successor regulator determ ne that any action taken
by any owner of the T&D system assets that is consistent with the
restructuring cost financing order is wunjust or unreasonable from a
regul atory or ratenaking perspective; provided that, subject to the
limtations set forth in subdivision 4 of section five of this act and
the state pledge in section nine of this act, nothing in this subdivi-
sion shall (i) affect the authority to apply the adjustnment nmechani sm as
provi ded in subdivision 3 of section five of this act; (ii) prevent or
preclude the authority frominvestigating the conpliance of any owner of
the T& system assets and of any financing entity with the terns and
conditions of a restructuring cost financing order and requiring conpli-
ance therewith; or (iii) prevent or preclude the authority or any
successor regulator frominposing regul atory sanctions agai nst any owner
of the T&D system assets for failure to conply with the ternms and condi -
tions of a restructuring cost financing order or the requirenents of
this act. Wien setting other rates for any owner of +the T&D system
assets, nothing in this act shall prevent the authority or any successor
regulator from taking into account the collection by such owner of
servicing fees in excess of incremental costs of providing servicing
services, or the <collection by such ower of admnistration fees in
excess of increnmental costs of providing admnistration services;
provided that this would not result in a recharacterization of the tax,
accounting, and other intended characteristics of the financing, includ-
ing, but not limted to, either of the following: (i) treating restruc-
turing bonds as debt for federal incone tax purposes; or (ii) treating
any transfer of the restructuring property to the restructuring bond
issuer or to any other financing entity as a true sale for bankruptcy
pur poses.

2. Duties of financing entities and any owner of T&D system assets.

(a) Any failure of any financing entity to apply the proceeds of
restructuring bonds, or proceeds fromthe sale of restructuring proper-
ty, in a reasonable, prudent and appropriate manner or otherw se conply
with any provision of this act shall not invalidate, inpair or affect
any restructuring cost financing order, restructuring property, transi-
tion charge, or restructuring bonds.

(b) Any owner of T& system assets, any servicer, any third-party
biller and any other entity that bills or collects T& rates shal
simul taneously inpose, bill and collect any transition charges applica-
ble to consunmers in the service area, including all consuners connected
to the T&D system assets and taking electric delivery service |ocated
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within the service area, shall allocate partial paynments by consuners as
provided in this act, shall term nate service to non-payi ng consumers on
the sane basis as termnation of service is permtted for non-paynent of
T&D rates, shall exercise all enforcenent rights of the owner or pledgee
of the restructuring property for the benefit of such owner or pledgee,
and shall remt any transition charge revenue to the owner or pledgee of
the restructuring property.

S 9. State pledge. (a) The state pledges to and agrees with the hol d-
ers of restructuring bonds, any assignee and all financing entities that
the state will not in any way take or permt any action that I|imts,
alters or inpairs the value of restructuring property or, except as
requi red by the adjustnent nechani sm described in the restructuring cost
fi nanci ng order, reduce, alter or inpair transition charges that are
i nposed, collected and remtted for the benefit of the owners of
restructuring bonds, any assignee, and all financing entities, until any
principal, interest and redenption premumin respect of restructuring
bonds, all ongoing financing costs and all anobunts to be paid to an
assignee or financing party under an ancillary agreenent are paid or
performed in full.

(b) Any person who issues restructuring bonds is permtted to include
the pl edge specified in subdivision (a) of this section in the restruc-
turing bonds, ancillary agreenments and docunentation related to the
i ssuance and narketing of the restructuring bonds.

S 10. Choice of law. The | aw governing, as applicable, the wvalidity,
enforceability, attachnent, perfection, priority and exercise of rene-
dies with respect to the transfer of an interest or right or creation of
a security interest in any restructuring property, transition charge or
restructuring cost financing order, shall be the laws of the state of
New Yor K.

S 11. Conflicts. In the event of conflict between this act and any
other law regarding the attachnent, assignnment or perfection, or the
effect of perfection, or priority of any pledge of, security interest in
or transfer of restructuring property, this act shall govern to the
extent of the conflict. In the event of conflict between this act and
the public service law, the Long |sland power authority act or any other
law, this act shall govern to the extent of the conflict. Notw thstand-
ing any provisions of lawto the contrary, no approvals, notices or
aut hori zations other than those specified in this act shall be required
with respect to any restructuring cost financing order, and the trans-
actions and contracts authorized in or contenplated by this act or any
restructuring cost financing order, including but not Ilimted to the
i ncurrence and paynent of any financing costs, the incurrence or paynent
of any approved restructuring costs, the issuance of restructuring
bonds, the sale or other transfer of restructuring property, and any
contracts and expenses incurred to facilitate the preparation of any
restructuring cost financing order.

S 12. Effect of invalidity on actions. Effective on the date that
restructuring bonds are first issued under this act, if any provision of
this act is held to be invalid or is invalidated, superseded, replaced,
repeal ed or expires for any reason, that occurrence shall not affect any
action allowed under this act that is taken by the authority, LIPA the
restructuring bond issuer, any owner of T&D system assets, an assi gnee,
a collection agent, a financing party, a holder of restructuring bonds
or a party to an ancillary agreenent and any such action shall remain in
full force and effect.
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S 13. Effectiveness of the act. The authority may not adopt its first
restructuring cost financing order after the five year period after the
effective date of this act.

S 14. Severability. If any section, subdivision, paragraph or subpara-
graph of this act or the application thereof to any person, circumnstance
or transaction is held by a court of conpetent jurisdiction to be uncon-
stitutional or invalid, the unconstitutionality or invalidity shall not
affect the constitutionality or validity of any other section, subdivi-
sion, paragraph or subparagraph of this act or its application or valid-
ity to any person, circunstance or transaction, including, without lim -
tation, the irrevocability of a restructuring cost financing order
i ssued pursuant to this act, the validity of the issuance of restructur-
i ng bonds, the inposition of transition charges, the transfer or assign-
ment of restructuring property or the collection and recovery of reven-
ues from transition charges. To these ends, the |egislature hereby
decl ares that the provisions of this act are intended to be severable
and that the |legislature would have enacted this act even if any
section, subdivision, paragraph or subparagraph of this act held to be
unconstitutional or invalid had not been included in this act.

S 15. Standing. (a) The owner of restructuring property, or the trus-
tee representing holders of restructuring bonds, shall be expressly
permtted hereby to bring actions against any owner of the T& system
assets, any third-party biller, or any other entity authorized to bill
or collect T& rates, any consunmers in the service area or any other
person or entity for failure to inpose, bill, pay or collect any transi-
tion charges constituting part of the restructuring property then held
pl edged as security for such restructuring bonds or for enforcenent of
any other provision of this act or the applicable restructuring cost
fi nanci ng order.

(b) Except as provided in section three of this act, any court and the
authority shall have jurisdiction over any actions for failure to
i npose, bill, pay or collect any transition charges or for enforcenent
of other provision of this act or any restructuring cost financing
or der.

S 16. Third-party billing. If and to the extent that third parties are
allowed to bill and/or collect any transition charges, the authority,
any successor regulator, and any owner of the T&D system assets wll
take steps to ensure non-bypassability and minimze the |ikelihood of
default by third-party billers, which generally would include (i) opera-
tional standards and mininmumcredit requirenments for any such third-par-
ty biller, or require a cash deposit, letter of credit or other credit
mtigant in lieu thereof, to mnimze the likelihood that defaults by a
third-party biller would result in an increase in transition charges
thereafter billed to consuners, (ii) a finding that, regardl ess of who
is responsible for billing, consuners shall continue to be responsible
for transition charges, (iii) if a third party neters and bills for the
transition charges, that the owner of the T&D system assets and any
servicer must have access to information on billing and usage by consum
ers to provide for proper reporting to the restructuring bond issuer and
to performits obligations as servicer, (iv) in the case of a default by
a third-party biller, billing responsibilities nust be pronptly trans-
ferred to another party to mnimze potential |osses, and (v) the fail-
ure of consuners to pay transition charges shall allow service term -
nation by the owner of the T& system assets on behalf of the
restructuring bond issuer of the consuners failing to pay transition
charges in accordance with service ternmination rules and orders applica-
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ble to T&D rates. Any costs associated with such third-party billing
and/or collection shall be included as part of the recoverabl e ongoing
financing costs or other rates or charges, as appropriate. Further, the
authority and any successor regulator shall not permt inplenentation of
any third-party billing or collection that would result in a reduction
or withdrawal of the then current ratings on any tranche or series of
the restructuring bonds by any nationally recognized statistical rating
organi zati on designated by the restructuring bond issuer.

S 17. This act shall take effect inmediately.

S 2. Severability clause. |If any clause, sentence, paragraph, subdivi-
sion, section or part of this act shall be adjudged by any court of
conpetent jurisdiction to be invalid, such judgnent shall not take
affect, inpair, or invalidate the remainder thereof, but shall be
confined 1n its operation to the clause, sentence, paragraph, subdivi-
sion, section or part thereof directly involved in the controversy in
whi ch  such judgnent shall have been rendered. It is hereby declared to
be the intent of the legislature that this act would have been enacted
even if such invalid provisions had not been included herein.

S 3. This act shall take effect imedi ately; provided, however, that
the applicable effective date of Parts A through B of this act shall be
as specifically set forth in the last section of such Parts.



