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Long Island Power Authority

1 Introduction

The progress report for the Fourth Quarter 2008 (4Q08) addresses the status of programs, the schedule for
milestones, and the progress toward completion of the goals of the LIPA Energy Plan for 2004 — 2013
(“the 2004 Energy Plan”) as of December 31, 2008. Section 2 of the appendix provides a general
statistical overview and the highlights of the progress that LIPA staff is making toward accomplishing the
stated goals of the 2004 Energy Plan. Section 3 presents a brief tabular status report on each of the
targeted plans, with comments on the related programs and their associated goals. The figures in Section
2 are based on the numerical details contained in the target plan summaries presented in Section 3.

On June 23, 2004, the LIPA Board of Trustees (“the Board™) approved the LIPA Energy Plan 2004-2013,
reflecting a major milestone in the Plan’s development. The Board’s approval of the 2004 Energy Plan
consisted of the approval of the findings and recommendations that were incorporated in the planning
document, but did not constitute blanket approval for undertaking the necessary and specific tasks and
actions that were associated with implementing the 2004 Energy Plan. As the Plan was implemented,
progress reports provided updates for the Board and others. In the time since the 2004 Energy Plan was
approved by the Board, LIPA has made notable progress implementing its policies and recommendations.
Progress is reported in the context of the nine targeted plans that were developed to meet LIPA’s strategic
objectives.

Overall, there are five strategic objectives identified in the 2004 Energy Plan that were designed to be
achieved through nine targeted plans. The nine plans included Energy Efficiency and Demand Reduction,
Renewables and Distributed Generation, Power Supply, Transmission — Non-Merchant, Transmission —
Merchant, Distribution, Environmental, Customer Satisfaction, and, finally, Risk Management. The plans
were not limited to on-Island resources and therefore explored alternatives throughout the region.
Through the original targeted plans, 82 separate programs, with a total of 96 goals, were created.

The identified goals formed the framework that would facilitate the successful implementation of the
2004 Energy Plan. The status of these programs and goals are reported to maintain a forward momentum
toward realizing the full content of the Plan. The 2004 Energy Plan has been fine tuned throughout this
process to add, modify or cancel programs or goals that no longer meet the policies set forth by LIPA and
its Board. The Energy Plan Pyramid shown in Exhibit 1-1 provides a picture of how LIPA’s strategic
objectives translate into goals.

April 20, 2009 LIPA Draft Electric Resource Plan
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Exhibit 1-1 Energy Plan Pyramid
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2 Statistical Overview and Progress Highlights

The progress of the 2004 Energy Plan has advanced through the completion of stated goals and their
related programs. The progress reporting is done at the goal level within the nine targeted plans. As the
Plan has been executed over the past four years, goals have been added in response to additional
necessary implementation steps. Exhibit 2-1 summarizes the number of programs and their associated
number of goals in 2004 and in 2008 in the nine targeted plans.

Exhibit 2-1 Summary of Plans, Programs and Goals
Targeted Plans Programs Goals (2004) Goals (2008)

1. Energy Efficiency and Demand Reduction 13 12 14
2. Renewables and Distributed Generation 12 11 14
3. Power Supply 6 10
4. Transmission - Non Merchant 6

5. Transmission — Merchant 9

6. Distribution 12 12
7. Environmental 19 19
8. Customer Satisfaction 9 21
9. Risk Management 12 16
TOTAL 96 121

2.1 Status Review

The 82 programs in the LIPA Energy Plan for 2004-2013 and their associated 121 goals, as of December
31, 2008, are classified into one of five program types: Under Study, Planned, Committed, Cancelled and
Completed. The definition of each category is provided in the “Progress Report Definitions” at the end of
Section 3 of this report. Generally, programs and their goals will advance from Under Study to Planned
to Committed, and finally to Completed. As the Plan has progressed, some programs and goals were
eliminated due to infeasibility, better alternatives, or other reasons, and move to the cancelled category.
Similarly, programs and goals may be added to produce more measurable goals as the programs are
refined.

Exhibit 2-2 shows the distribution of goals in the Plan when it was issued in June 2004. There were 24
goals under study, 13 goals planned, and 59 goals committed for a total of 96 goals. Exhibit 2-3
summarizes the distribution of goals at the end of the 2008 (4Q08). There are 5 goals under study, 4
goals planned, 27 goals committed, 71 goals completed, and 14 goals cancelled for a total of 121 goals.

April 20, 2009 LIPA Draft Electric Resource Plan
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Exhibit 2-2 LIPA Energy Plan 2004-2013 - Distribution of Goals Types

Committed
59

Planned
13
Under
Study
24

Exhibit 2-3 Distribution of Goal Types as of December 31, 2008 (4Q08)

Committed
27

Planned
4

Under Study

5
Completed

71 Cancelled
14

The distribution of the goals by status category separated into the nine targeted plans as of December 31,
2008 is shown in Exhibit 2-4. Under Study, Planned, Committed, and Total columns are split into two
columns, illustrating the changes that have occurred between 2004 and 2008. The increase in the total

number of goals from 96 originally in the Plan to 120 at the end of 2008 reflects the refinement and/or
expansion of the nine targeted plans.
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Exhibit 2-4 Program Type of Energy Plan Goals

Under Study Planned Committed Completed ancelled Total
Targeted Plans | 4Q08 2Q04 | 4Q08 2Q04 | 4Q08 2Q04 4Q08 4Q08 4Q08 = 2Q04
1. Energy
Efficiency & 3 1 9 12 1 14 12
Demand
Reduction
2. Renewables
&
Distributed 2 5 2 4 11 1 14 11
Generation
3. Power 2 2 2 2 8 10 6
Supply
4.
Transmissio 2 2 2 6 6 6
n Non
Merchant
5.
Transmissio 8 1 3 6 9 9
n Merchant
6. Distribution 1 11 12 12 12
7 . 1 3 1 1 12 15 5 19 19
Environmental
8. Customer 3 1 10 11 7 1 21 9
Satisfaction
9. Risk 4 1 4 7 7 5 16 12
Management
TOTAL 5 24 4 13 27 59 71 4 121 96
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2.1.1 Cancelled Projects

Cancelled projects include goals that were eliminated for reasons including infeasibility, better
alternatives, etc. Those projects are explained further below.

One Energy Efficiency goal, EE-13, Energy Efficiency Request for Proposals (2003), was cancelled. The
RFP was successfully issued, evaluated, contract awarded and contract executed. However, by 2008 only
12 MW out of the targeted 75 MW had been attainted. One contactor withdrew from the program and the
other contracts were under performing. These programs were discontinued. LIPA intends to serve the
customers of these programs through LIPA’s new ELI program.

The goal that was cancelled in the Renewables and Distributed Generation Plan (R-7) was an element
targeting Offshore Wind RFP project. This goal was cancelled due to the cancellation of the wind project
by the developer. No further action on this program is contemplated at this time.

Six cancelled goals were in the Transmission Merchant Plan. The first goal (TM-3) is related to
transmission projects necessary to support commercial operation of the West Yaphank 80MW combined-
cycle power plant. That project never materialized. The second goal (TM-4) is related to transmission
projects to support commercial operation of Spagnoli Road 270MW combined-cycle power plant. The
developer decided not to proceed with the project. The third goal (TM-5) is related to transmission
projects necessary to support commercial operation of the Brookhaven Energy 580MW combined-cycle
power plant. That project was withdrawn by ANP. The fourth goal (TM-7) is related to transmission
projects necessary to support TransEnergie PJIM Newbridge 350MW HVDC Tie. Merchant vendor
decided not to proceed with this project. The fifth goal (TM-8) is related to transmission projects
necessary to support the Wind Turbine Farm 140MW interconnection. Wind project has been cancelled.
The sixth goal (TM-9) is related to transmission projects necessary to support commercial operation of
the PPL Kings Park 300MW combined-cycle power plant. That project was cancelled by PPL.

The Customer Satisfaction Plan goal (C-5.B), an element of the program targeting Accessing Wholesale
Markets outside Long Island, was cancelled. This goal involved developing “interim” plans to mange
issues that effect the operation of the Cross-Sound Cable (CSC). It was cancelled due to the uncertainty
associated with the CSC and the expectation that a more “long-term” solution could be found.

There are five goals that were cancelled in the Risk Management Plan. The first goal (RM-1.C) is the one
associated with Financial Risk Management activities in the Energy Markets. This program involves
sensitive information that the LIPA Board of Trustees decided should not be published and therefore
eliminated from the Energy Plan. The second goal (RM-6) is the one associated with the support of Use
of Competitive Market Mechanisms to Achieve Reliability. No further action on this program is
contemplated at this time. The third goal (RM-8.B) is the one associated with Short to Mid Term Off-
Long Island Capacity and Energy. This program involves competitively procuring capacity and energy
from off Long Island sources for the 2007 and beyond timeframe. No more contracts are required at this
time. No further action on this program is contemplated at this time. The fifth goal (RM-9) is the one
associated with Holtsville Fuel Conversion Plan. This program study was completed and the project is
not economically feasible at this time. The fifth goal (RM-11) is the one associated with Long Term Off-
Long Island Capacity and Energy Plan. This program involves competitively procuring capacity and
energy from off Long Island sources for the 2007 and beyond timeframe. No more contracts are required
at this time. No further action on this program is contemplated at this time.
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2.2 Schedule Review

The schedule review of the 121 goals as of December 31, 2008 is summarized in the Exhibit 2-5. There
are 71 goals completed, 36 goals underway, and 14 goals have been cancelled. The schedule review for
only the 36 goals that are underway is shown in Exhibit 2-6. There are 31 goals on schedule, 4 goals
behind schedule, 1 goal requiring intervention, and 0 goals as possible failures.

Exhibit 2.5 Schedule Position for Goals

Completed
71 B -
_. -

‘ Y
/ *4
'

: 3

Underway
36
Cancelled

14

Exhibit 2-6 Schedule Position for Underway Goals

On Schedule
31

Behind
Schedule Intervention
4 Required
1
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Exhibit 2-7 shows the schedule position of the 121 goals for the nine targeted plans in accordance with
the “Progress Report Definitions” provided at the end of Section 3 of this report.

Exhibit 2-7 Schedule Position for Goals

: e 28 | e 2Kl E | s
Targeted Plan % @ % g | §2 6 2 Bl = | O §
S S 2 %) N <0 8
1. Energy Efficiency & Demand Reduction 1 1 12 14
2. Renewables & Distributed Generation 1 1 1 11 14
3. Power Supply 2 8 10
4. Transmission Non Merchant 6 6
5. Transmission Merchant 6
6. Distribution 12 12
7. Environmental 1 12 5 19
8. Customer Satisfaction 1 2 11 7 21
9. Risk Management 5 4 7 16
TOTAL 14 1N 1 4 |8 | o | 1| 121

Underway =36

2.3 Targeted Plan Highlights

Major accomplishments, highlights, and/or issues for each of the nine targeted plans are discussed below.
Summary Reports which provide additional detail for each targeted plan are included in Section 3 of this
appendix.

2.3.1 Energy Efficiency and Demand Reduction Plan

All savings and customer participation numbers below are cumulative over the life of the program as of
December 31, 2008. At the conclusion of 2008 the total investment in Clean Energy Initiative (CEI) was
$315 million. CEI’s energy savings resulted in emissions savings of more than 1.5 million tons of CO,,
over 2,110 tons of NOx, and more than 5,560 tons of SO,. The energy savings to date translate into an
equivalent fuel savings of more than 3.9 million barrels of oil, or more than 24 million dekatherms of gas.

The Residential Energy Efficient Products Program (EE-1) achieved a peak reduction savings of 24.9
MW with 302,662 MWh savings and 4,994,722 customers in 2008. This exceeded the program goals of
5.5 MW, 30,332 MWh and 427,500 customers.

The Residential Cool Homes (HVAC) Program (EE-2) achieved a peak reduction savings of 47.3 MW
with 31,746 MWh savings and 42,621 customers in 2008. This exceeded the program goals of 5.6 MW,
4,182 MWh and 6,100 customers.

LIPA Draft Electric Resource Plan 2.6 April 20, 2009
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The Residential Information/Education Program (EE-5) achieved a peak reduction savings of 8.5 MW
with 23,795 MWh savings and 108,306 customers in 2008. This exceeded the program goals of 1.8 MW,
5,053 MWh and 23,000 customers.

The Customer-Driven Efficiency Program (EE-6) achieved a peak reduction savings of 2.0 MW with
19,657 MWh savings and 2,690 customers in 2008. This exceeded the program goals of 2 MW and 1,333
MWh.

The Commercial Construction Program (EE-7) achieved a peak reduction savings of 36.4 MW with
186,177 MWh savings and 4,324 customers in 2008. This exceeded the program goals of 3.3 MW and
21,200 MWh.

The LIPAedge Program (EE-8) achieved a peak reduction savings of 50.7 MW with 33,853 participants
in 2008. This exceeded the program goal of 31.8 MW.

The Peak Reduction Program (EE-9) achieved a peak reduction savings of 119.6 MW, which exceeded
the program goal of 70 MW.

The Clean Energy Initiative (CEI) Spending Program (EE-10) solar project costs will exceed the program
allocation.

At the conclusion of 2008 the total investment in CEI was $315 million. CEI’s energy savings resulted in
emissions savings of more than 1.5 million tons of CO,, over 2,110 tons of NOyx, and more than 5,560
tons of SO,. The energy savings through 2008 translated to an equivalent fuel savings of more than 3.9
million barrels of oil, or more than 24 million dekatherms of gas.

On June 23, 2004, the Board approved the contract awards associated with its Energy Efficiency
Resources RFP (EE-13) to six contractors and authorized staff to negotiate the Power Purchase
Agreements (PPAs) which will yield an estimated 73 MW of energy efficiency savings over a 10-year
period. The companies selected were: Aspen Systems, Custom Energy, Ameresco, CSG Services,
Honeywell, and Johnson Controls. The PPAs were submitted to the Board and approved. The program
only achieved 12 MW, 58,215 MWh and enrolled 1,136 customers through 2008.

The Keep Cool A/C Turn-In Bounty Program (EE-3) and Residential Energy Affordability Partnership
(REAP) Program (EE-4) have accomplished their goals and are not longer offered by LIPA. Both
programs are being evaluated in conjunction with NYSERDA to determine viability of reopening
programs in future. The Peak Reduction Program (EE-9) has been discontinued and incorporated in the
Demand Response Program.

2.3.2 Renewables and Distributed Generation Plan

The company officers fleet has been converted to 100% hybrid vehicles (R-1). LIPA achieves
compliance with EPACT by acquiring appropriate light duty vehicles, applying for and receiving waivers
for emergency vehicles, use of banked / acquired credits, and consumption of bio diesel (B20) in the truck
fleet. LIPA also achieves compliance with EO-111 as it relates to vehicles used in system operation
(EDO).

April 20, 2009 LIPA Draft Electric Resource Plan
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On-going education efforts towards streamlining standards that will be accepted by municipalities and
expedite the approval process for permitting clean/renewable alternative resources. Village and town
standards are on the LIPA website (R-3).

PPA negotiations with FPL (140.4 MW Off-shore Wind Park) have been discontinued (R-7).

2.3.3 Power Supply Plan

On May 26, 2004, the Board announced the contract award group for its 2005 Combined Cycle RFP. The
solicitation resulted in a contract award group of two projects. The first project was developed by Calpine
and located in Bethpage. The second project was developed by Pinelawn Power, and located in Babylon.
Each project is capable of producing a maximum of 79.9 MW of electricity. Commercial operation dates
for the facilities were the summer 2005 with contract terms of up to 20 years (P-3.A).

On June 23, 2004, the Board approved two projects for contract award under LIPA's Base Load RFP and
authorized staff to begin negotiations on the Power Purchase Agreements (PPA). The first project was a
660 MW High-Voltage Direct Current transmission project that connects LIPA to the PJM
Interconnection (P-4.B). The second project is a 326 MW combined-cycle project which is under
development by Caithness and is located in Bellport. LIPA has a PPA for 277 MW of the plant’s output.
Commercial operation for this facility is expected by the summer of 2009 (P-4.A).

The evaluation of the Generation Purchase Rights (GPR) has been incorporated into the Strategic
Organization Project. Advisors were selected and approved by the Board. The completed analysis
concluded the current organization structure should continue. However, certain aspects of the GPR need
to be renegotiated. As a result of negotiations with National Grid, LIPA is currently evaluating the
possibility of purchasing all of the National Grid generating stations on Long Island.

2.3.4 Transmission — Non Merchant Plan

All committed capital transmission projects scheduled to go in-service during 2004 have been completed
(TNM-1). All committed capital transmission projects scheduled to go in-service during 2005 have been
completed (TNM-2). All planned (TNM-3) and under study (TNM-4) transmission capital projects for
2005-2010 have been completed. The NUSCO interconnection cable replacement (TNM-5) is completed.
The NUSCO interconnection cable upgrade preliminary study has been completed and is now under study
with ISO-NE.

2.3.5 Transmission — Merchant Plan

On June 24, 2004, LIPA, TransEnergie, Northeast Utilities, and the state of Connecticut reached an
agreement that allowed the TransEnergie 330 MW New Haven—-Shoreham HVDC cable to be energized.
This agreement also required the reconstruction of the existing NUSCO cable and a $2 million
contribution by LIPA to the Long Island Study fund (TM-1). The Spagnoli Road 270 MW Combined
Cycle plant (TM-4) has been cancelled by the developer. The 180 MW Wind Turbine Farm
interconnection (TM-8) has been cancelled do to the cancellation of wind farm.

LIPA Draft Electric Resource Plan 2.8 April 20, 2009
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2.3.6 Distribution Plan

All 12 distribution programs and their associated goals for 2004 were completed (D-1 to D-12).

2.3.7 Environmental Plan

LIPA is striving to meet the Phase 1 Acid Deposition Reduction Program requirements (E-1.A). LIPA
completed the first non-ozone season NO, control period (Oct 04-April 05) with a wide compliance
margin, allowing carryover of allowances to the 05-06 control period. Following the first SO, control
period, LIPA switched to 0.7% Sulfur fuel at Northport and Port Jefferson.

In the continuing efforts to minimize the impacts from T&D system operations (E-3.H), LIPA has
installed spill protection structures in over 40 substations to prevent the release of fluids to the
environment and surrounding waters, in advance of regulatory requirements. This exceeds the protective
requirements for new substation construction.

LIPA continues to contract for and plan with a diverse resource base of energy efficiency, renewables,
natural gas with oil back-up, hydro, nuclear, and oil. Increased oil usage is frequently evaluated to
optimize the balance between environmental costs and fuel savings (E-2.B).

In-field training has been increased at construction sites to increase awareness of environmental
protections for sensitive areas (E-3.B). Training has also been given to operations personnel.
Environmental impacts of major projects have been completed.

LIPA has published a Wire-friendly Tree Program Guide to assist homeowners in preventing tree caused
outages (E-8).

2.3.8 Customer Satisfaction Plan

Retail Services performed an analysis indicating that the current base rates would produce adequate base
rate margins through 2010, beyond the initial ten-year horizon. Pricing proposals were developed to
increase revenues without resulting in an increase in base rates to customers. The proposals center on
additional fees for specific services that should not be recovered through base rates (C-2.A).

Cost-based service fees were added to the LIPA Tariff for Electric Service in late 2004. Retail Services
initiated review policies in 2005 to ensure that the new fees were being properly charged and collected
from affected customers (C-2.D).

LIPA is participating in the EPRI CEIDS RD&D program with the ultimate goal of developing
Distributed Energy Resources in Advanced Distribution Automation (C-2.F).

LIPA staff renegotiated and the Board approved a revised Management Services Agreement (MSA)
which resolved outstanding billing disputes with KeySpan to produce overall savings that will be
available to stabilize rates for the next two years (C-4).

Project (C-5.B) related to Access to Wholesale Power Markets outside Long Island concerning “Seams”
issues with the Cross Sound Cable has been cancelled since no progress was being made and the
expectation is that a long term solution could be found as an alternative. Project (C-5.D) related to the
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evaluation of procurement of short and long term off island capacity and energy commitments has been
completed. Delivery of the supply resources are expected in 2010.

2.3.9 Risk Management Plan

LIPA is incorporating explicit risk management activities into energy market operations (RM-1.C). The
Board approved the Energy Risk Management Policy (the Policy) in November 2002. The Policy created
the LIPA Executive Risk Management Committee (ERMC) and delegated authority to the ERMC for the
administration of the Policy. In February 2004, the ERMC created and formally adopted a procedures
manual - “LIPA Policies, Controls, And Procedures Manual for Energy Risk Management”. The manual
specifically spells out the risk management philosophy, delegation of authority to staff, standards of
conduct, management and controls, position quantification, and exposure limits. The manual establishes
LIPA’s primary exposure boundary levels for customer bill impact and the secondary boundaries for
individual energy commodities. The boundaries are established with the intent of achieving our year-end
net income goals, while balancing customer rate impact. Specific hedging decision protocols
(programmatic, defensive and discretionary) have been designed in the procedures manual as an
additional safeguard to managing volatile fuel prices. The Policy will not be published as part of the
energy plan and therefore the project (RM-1.C) is reflected as having been cancelled.

LIPA is working to enhance fuel source diversity (RM-3.A). The Board approved a plan to begin
negotiations to contract for pumped storage capacity located in New England. RFPs have been received
and contracts have been negotiated (RM-3-B).

The Board awarded a contract for the Mobile Generating Unit (MGU) RFP on March 24, 2004 (RM-7).
The RFP resulted in the acquisition of 48 MGUs with an average capacity rating of 1.85 MW.
Approximately 77 MW were located at Shoreham and Holtsville, with the remaining MGUSs located at
various other critical points on the distribution system. The supply contract term was from June 1, 2004
through Labor Day 2007.

LIPA is making progress in the competitive procurement of short to mid-term capacity and energy from
sources off Long Island (RM-8). The RFP was issued, proposals were evaluated, and the winners were
approved by the Board. Power Purchase Agreement negotiations are underway. No more RFPs will be
required at this time.
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Exhibit 3-1 Energy Efficiency and Demand Reduction Plan
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Exhibit 3-3 Power Supply Plan
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Exhibit 3-4 Transmission — Non Merchant Plan
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Exhibit 3-5 Transmission — Merchant Plan
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Exhibit 3-6 Distribution Plan
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Exhibit 3-7 Environmental Plan
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Exhibit 3-8

Customer Satisfaction Plan
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Exhibit 3-9

Risk Management Plan
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Exhibit 3-10  Schedule Legend

Ahead of Schedule/Target: A project progressing ahead of the schedule and/or exceeding the target(s) outlined in the Energy Plan and summarized in the Status Update.
Ahead of Schedule/Target: A project progressing ahead of schedule to meet completion date outlined in the Energy Plan and summarized in the Status Update.

On Schedule: A project progressing on the schedule and/or meeting target(s) outlined in the Energy Plan and summarized in the Status Update.

On Schedule/Target: A project progressing on the schedule to meet completion date outlined in the Energy Plan and summarized in the Status Update.

Behind Schedule: A project currently progressing slower than but expected to finish on the schedule and/or meet the target(s) outlined in the Energy Plan and summarized in
the Status Update.

Behind Schedule/Target: A project currently progressing slower than but expected to finish on the schedule to meet completion date outlined in the Energy Plan and
summarized in the Status Update.

Intervention Required: A project currently progressing slower than and not expected to finish on the schedule and/or meet the target(s) outlined in the Energy Plan and
summarized in the Status Update unless action is taken correct deficiencies.

Possible Failure: A project currently in danger of not meeting the schedule and/or target(s) outlined in the Energy Plan and summarized in the Status Update despite actions
already taken to correct deficiencies.

Cancelled: A project where a conscious decision has been made not to proceed due to changes in the priorities or circumstances that originally justified the project's inclusion
inthe Energy Plan.

Completed: A project that has met all the targets outlined in the Energy Plan and summarized in the Status Update.

Not Begun: A project that has not yet started but is not behind the schedule outlined in the Energy Plan and summarized in the Status Update.

Exhibit 3-11 Program Status Legend

Under Study — Program is currently under study.

Planned — Program has completed “under study” phase and is currently in “planning” phase.

Committed — Program has completed “plan” phase and is currently in “planning” phase.

Complete — Program has gone to completion.

Cancelled — Program has been cancelled.
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