
123 Main Street 
White Plains, New York 10601 
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l NewYorkPower James Knubel 
Senior Vice President and 

Authori Chief Nuclear Officer 

April 26, 1999 
IPN-99-044 
JPN-99-014 

U.S. Nuclear Regulatory Commission 
ATTN: Document Control Desk 
Washington, DC 20555 

Subject: Indian Point 3 Nuclear Power Plant 
Docket No. 50-286 
James A. FitzPatrick Nuclear Power Plant 
Docket No. 50-333 
Annual Financial Report 

Dear Sir: 

Enclosed are ten copies of the Authority's Annual Report for 1998. This report is being 
forwarded as required by 10 CFR 50.71 (b).  

This letter contains no new commitments. If you have any questions, please contact 
Ms. C. D. Faison.  

Very truly yours, 

Knube/ 
Senior c esi and 

Chief clear Officer 
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cc: Regional Administrator 
U.S. Nuclear Regulatory Commission 
475 Allendale Road 
King of Prussia, PA 19406 

Resident Inspector's Office 
Indian Point 3 
U.S. Nuclear Regulatory Commission 
P.O. Box 337 
Buchanan, NY 10511 

Office of the Resident Inspector 
James A. FitzPatrick 
U.S. Nuclear Regulatory Commission 
P.O. Box 136 
Lycoming, NY 13093 

Mr. George F. Wunder, Project Manager 
Project Directorate I 
Division of Licensing Project Management 
U.S. Nuclear Regulatory Commission 
Mail Stop 8C4 
Washington, DC 20555 

Mr. J. Williams, Project Manager 
Project Directorate I 
Division of Licensing Project Management 
U.S. Nuclear Regulatory Commission 
Mail Stop 8C2 
Washington, DC 20555
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ore Than Electricity
OPPOSITE PAGE: Sparks from a welder's 

torch illuminate a turbine at NYPAs 

Niagara Power Project, New York State's 

largest generating facility.  

LEFT: This silicon photovoltaic cell converts 

sunlight into electricity at a NYPA solar 

project in New Castle, Westchester County.  

CENTER: Mayville Mayor David 

Crandall, center, and NYPA s Bill 

Lemanski, left, and Bob Lund display a 

Power Authority partnership customer sign 

in the Chautauqua County village. Such 

signs are now in seven upstate communities.  

RIGHT: With help from a 1998 Power for 

jobs allocation, production picks up at Kozy 

Shack, Inc., a national leader in refrigerat

edpuddings, in Hicksville, Nassau County.

In 1998, the Power Authority: 

" supplied 26 percent of New York State's electricity 

" produced a record 39.3 billion kilowatt-hours 

" kept more than 300,000 New Yorkers at work with its low-cost power 

" cut rates by 10 percent for 81 businesses under extended contracts 

*boosted major government customers' annual savings by $25 million 

* saved taxpayers $55 million through energy-efficiency programs

[1 New York Power Authority
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Governor's Message 

On a mild Sunday evening in early December 1998, the historic state Capitol building in Albany basked for the 

first time in the glow of a new outdoor lighting system, installed by the New York Power Authority as part of 

its nationally recognized High Efficiency Lighting Program.  

The weather may have been out of character, but the Power Authority's role in providing the new lights-as 

well as efficiencies inside the building that will save $140,000 a year for taxpayers-typified the many ways in 

which it serves New York.  

It's particularly striking to me how essential NYPA is in implementing a number 

of our key economic and environmental initiatives.  

We have, for example, gained more than 400,000 private-sector jobs across the 

state in the past four years. And our Power for Jobs program, administered by the 

Power Authority, has been a key factor in that success, with more than 176,000 

jobs created or retained at businesses and non-profit entities by the end of 1998, 

the program's first full year.  

NYPA is also demonstrating its value by implementing the Clean Air for Schools 

Program, under which we're using funds from our 1996 environmental bond act 

to replace antiquated coal-burning furnaces at public schools with clean boilers 

fueled by natural gas or oil.  

Gov. George E. Pataki And in other efforts to improve the environment-while creating the potential for future private-sector 

and NYPA Chairman jobs-the Authority is building on its national reputation as a leader in electric transportation and in develop

Clarence D. Rappleyea ment of new energy sources such as fuel cells and solar power.  

mark the replacement of It's worth noting that NYPA is doing all this without using tax dollars and with an emphasis on cost-cutting 

coalfin-naces at Buffalao and fiscal responsibility, exemplified by a 1998 bond refinancing that will significantly cut its debt and debt

Early Childhood Center under service costs.  

the Governor's Clean Air for With the state's electricity industry advancing steadily along the road to deregulation and competition, the 

Schools Progran. Power Authority is well-positioned to remain a positive force in the new era. Those brilliant lights now illumi

nating the Capitol may well prove an omen of new accomplishments that will brighten the future for all 

New Yorkers.  

George E. Pataki 
GOVERNOR

[2 New York Power Authority
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Chairman's Message 

Almost any way you look at it, 1998 was a banner year for the Power Authority.  

V/e produced more electricity than ever before, but that was just part of the story. W/e also spearheaded 

Governor Pataki's Power for jobs program, which has exceeded all expectations in helping businesses and non

profit groups bridge the gap to the coming competition in our industry. Thanks to this and other programs, 

NYPA had a hand in maintaining more than 300,000 New York jobs by year's end.  

Meanwhile, we moved toward our goal of remaining the low-cost power provider for our customers in the 

age of competition. Most notably, we completed a major bond refinancing that will reduce our total debt ser

vice costs by nearly $740 million and enable us to speed repayment of debt on our facilities.  

The refinancing included issuance of our first taxable bonds, opening the way to long-term power sales 

agreements with 81 businesses throughout the state that had previously been limited to year-to-year service.  

The contracts featured cuts of 10 percent in already economical rates. Our operating efficiencies also permitted 

us to provide one-year "rebates" totaling $25 million to six large downstate government customers.  

In other 1998 highlights, we expanded our ambitious energy efficiency, electric transportation and solar 

power initiatives; pressed ahead in replacing coal furnaces under the Clean Air for Schools Program; and 

installed thousands of additional energy-efficient refrigerators for public housing. And, with an eye toward the 

demands of competition, we approved a major investment in cutting-edge: technology that will permit more 

power to flow on the state's heavily used transmission system while improving reliability.  

With a tradition of taking on tough assignments in the public interest, NYPA gives New York a tremendous 

edge in meeting the challenges of the changing industry In addition, we can draw on solid partnerships with 

our business and government customers, the communities in which we operate and others throughout the state 

in pursuit of important goals. Some of those partnerships are featured in this Annual Report.  

Working alone or in concert with others, NYPA is much more than just a power supplier. It commands -the 

resources and expertise to help lead the way in ensuring that deregulation and competition deliver the greatest 

possible benefit for New Yorkers. In doing so, the Power Authority will again demonstrate that it is a valuable 

public asset, capable of measurably improving the quality of life in the Empire State.  

Clarence D. Rappleyea 
CHAIRMAN AND CHIEF EXECUTIVE OFFICER

[3 New York Power Authority
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mePOWER K 
of Partnerships

OPPOSITE PAGE: NYPA-sponsoredfire

works attracted a record crowd of 135,000 

to Oswego Harborfest on July 2 5.  

LEFT: Gov. George E. Pataki announces a 

NYPA coal-furnace conversion project at 

P.S. 171 in Manhattan.  

CENTER. Efficient new lighting installed 

by NYPA brightens the Million Dollar 

Staircase in the state Capitol building.  

RIGHT: Powerforjobs electricity helps 

anchor 3,200jobs at New Venture Gear's 

East Syracuse plant.

THE POWER AUTHORITY IS CATALYZING the electricity industry's transition from 

regulation to competition by moving beyond its traditional role as a low-cost power 

supplier to serve New York in many other ways. In doing so, said Eugene W Zeltmann, 

the Authority's president and chief operating officer (above), NYPA is forming partner

ships with its customers, the recipients of its energy services and citizens across the 

Empire State. In 1998, these efforts helped to: 

* Create and preserve more private-sector jobs for New Yorkers; 

* Cut government costs-and the burden on taxpayers-through energy-efficiency 

improvements at public buildings; 

* Conserve natural resources and improve the environment through advancement of 

clean energy technologies such as solar power and electric vehicles and replacement of 

coal furnaces at public schools; 

* Bolster the capacity and reliability of New York's power-delivery system through 

pioneering technology.  

"These varied initiatives demonstrate the Power Authority's ability and flexibility to 

take on new challenges emerging from changing public needs," Zeltmann said.  

The following pages present some of the ways NYPA is joining with its partners to 

serve them and all New Yorkers.

[5 New York Power Authority
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Lew Allyn, Welch Allyn's exectitive 

vice president, center, and Peter Soderberg, 

its group vice president and chief operating 

office, Medical Products division, with 

NYPAsJudieanne Sidlivan.  

Partners in 

Economic Growth
POWER FOR JOBS TM 

In itsfirstyea; Gov. George E. Patakis Power for Jobs 

program created or protected more than 176,000jobs, well over 

four times what had been estimated for the entire three-year 

program. By year' end, 265 businesses and 65 non-profit orga

nizations had received allocations of the program ' low-cost 

electricity in return for job commitments. In response to over

whelming demand for the power, the Governor and Legislature 

in July accelerated and expanded the program, intended to 

bridge the transition to electricity-indusy competition and 

lower rates. The Power Authority administers Power for Jobs 

and supplies half the electricity; it obtains the rest through 

competitive bids.  

NURTURING SUCCESSFUL RELATIONSHIPS with 

business partners in production, marketing, customer 

services and technology has helped establish WELCH 

ALLYN, INC. as one of the world's largest manufacturers 

of precision medical-diagnostcand related equipment.  

Now, partnering with the Power Authority through a 

2,000-kilowatt Power for Jobs allocation "will go a long 

way in helping Welch Allyn preserve over 1,300 New 

York jobs and add close to 200 new positions in the next

few years," said Bill Allyn, president of the family-operat

ed technology leader. "The savings will help us expand at 

our two Skaneateles Falls facilities rather than out of 

state." Plans include an International Training and 

Development Center to manage the 83-year-old compa

ny's dramatic worldwide growth.  

Power for Jobs helps the New York facilities meet 

competition from the company's plants in other states 

that have lower power costs, Allyn said. And, he added, 

Welch Allyn's tens of millions of dollars in annual pur

* chases from New York firms multiply the program's ben

efits throughout the state's economy.  

"We've valued our Central New York heritage since 

1915, especially the quality, reliability and loyalty of 

our work force," Allyn said. "You can't easily relocate 

those values." 

WELCH ALLYN, INC.  

Location: Skaneateles Falls, Onondaga County 

Products: Medical-diagnostic and related equipment 

Jobs Created or Saved: 1,415 (including 84 new jobs) 

Customer Since: 1998

[7 New York Power Authority
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POWER FOR 150,000 MORE JOBS liquid hyd 

In addition to Power for Jobs, other Authority programs supply A NYPI 

economical electricity that helps keep upwards of 150, 000 New more than 

Yorkers on the job at 200-plus companies statewide. More than Power Pr 

50,000jobs in Northern and Western New York are linked to "We tal 

allocations from NYPA's St. Lawrence-FDR Power Project in Lenci, citi 

Massena and Niagara Power Project in Lewiston, which pro- Niagara p 

duce some of the nation's least expensive electricity. The James same coni 

A. FitzPatrick Nuclear Power Plant, in Scriba, near Oswego, and is one 

fuels an additional 100, 000 jobs at businesses throughout New Northeast 

York under various programs and also supplies the Authority's 

portion of Power for Jobs electricity. MORE SA 

"WITH ELECTRICITY ACCOUNTING for about 75 Eighty-one 

percent of industrial-gas production costs, a stable and state secure, 

secure power supply is absolutely critical," said Christian with NYPI 

Lenci, energy manager for PRAXAIR, INC. (below), designed to 

explaining the impor

tance of the Power 

Authority's low-cost 

hydropower to opera

tion of the company's 

hydrogen and oxygen 

production plnsin NVIAGARA FALLS N~Y 

Niagara 

Falls and its PRAXAIR, INC.  
Location: Niagara Falls, Niagara County; TonaWanda, Erie Comnty 

Technology Products: Atmospheric, process and specialty gases; surface 

Center in coatings and powders 

nearby Jobs Created or Saved: 1,322 

Tonawanda. Customer Since: 1961 

"It's the highest percentage for any major industry." AS PRESII 

And the power supply's dependability has been a key to of frozen d 

Praxair's rise to global leadership in its industry and its under one 

decision to sustain a major presence in Western New KITCHEDN 

York. About 40 percent of Praxair's continentwide knows a sv

rogen is produced in Niagara Falls.  

A customer since 1961, Praxair today receives 

* 53,000 kilowatts from the Authority's Niagara 

)ject, supporting more than 1,300 area jobs.  

ke the partnership concept seriously," said 

ng close coordination in activities such as the 

roject's relicensing, "and NYPA has shown the 

mitment. It has improved its customer focus 

of the best-performing electric utilities in the 

NYPA is a pleasure to work with." 

VINGS FOR CUSTOMERS 

Power Authority business customers across the 

d rate cuts totaling nearly $54 million by joining 

i in 1998 in new long-term electricity contracts 

protect jobs. The companies, employing almost 

90,000 people, saw their already eco

nomical rates drop by another 10 

percent, bringing their overall pro

jected savings to more than $500 

million during the next seven years.  

Reductions in the Authority's debt 

and operating costs made the cuts pos

sible. NYPA also provided 1998 bill 

'savings totaling $25 million for six 

major downstate government cus

tomers, following through on a commitment in 

its energy partnership agreements with them to 

share savings from the Authority s operations.  

)ENT OF THE NATION'S largest producer 

loughnuts-more than 1.6 million a day

roof, Alan Rosenblum of GRANNY'S 

TS, LTD., in Frankfort, Herkimer County, 

veet deal when he sees one.

[8 New York Power Authority
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So Granny's was among the first to take up the 

Authority's 1998 offer of a rate cut for companies extend

ing their power contracts. The firm pledged to protect 

100 jobs and create 45 new positions in the next few 

years. Its savings will help fund a major expansion of its 

production space.  

"Our NYPA partnership will help us expand product 

variety, add an entirely new production line and lower 

our cost-per-unit due to higher volume," said Rosenblum 

(below). "The rate savings even impact quality by allowing 

us to 

ship on 

demand, 

reduce 
invento

-ries and 
decrease 

. GRANNY'S KITCHENS LTD.  

Location: Frankfort, Herkdmer County, 

Products: Frozen doughnuts for retail, supermarket and 
institutional markets 

Jobs Created or Saved: 145 (including 45 new jobs) 

Customer Since: 1994 

customer lead time. All of this enhances product fresh

ness. And that's our philosophy: to make doughnuts, and 

only doughnuts, and make them constantly better." 

When customers think of Granny's Kitchens, they 

probably have visions of glazed, iced, sugared or sprinkled 

doughnuts. But when Alan Rosenblum drives to work, 

past a rising new production, storage and freezer com

plex, he sees an emerging New York success story.  

"The roughly $90 million we save with low-cost Power 

Authority electricity each year helps keep transportation

affordable and reliable for the more than two billion sub

way, bus and railroad customers we carry annually," said 

Christopher Boylan, deputy executive director, corporate 

affairs and communications, for the METROPOLITAN 

TRANSPORTATION AUTHORITY (MTA). "That's a 

major factor in our broader mission to contribute to the 

region's economic and environmental health, keeping 

half a million cars off regional roads every day." 

"Low-cost power has certainly been an important ele

ment of the financial plan that helped us launch four dis

count programs in the last 18 months," he said, citing 

free bus-to-subway transfers, a 10 percent bonus pro

gram, unlimited weekly and monthly passes, and a one

day, unlimited-ride Fun Pass. It's working: Subway rider

ship rose 9 percent in 1998; bus ridership rose by nearly 

20 percent.  

Driven by 1.8 billion kilowatt-hours of NYPA electric

ity a year, the MTA is the 

Power Authority's largest 

government customer after 

New York City itself. "We 

share the same goal of low

ering the cost of govern

ment," Boylan said. "We're 

well into a massive $34 bil

lion capital rebuilding pro

gram that's producing the 

finest public transit system 

in the METR0 TAN 

nation. -AUJTHRI Location New YrkGl,_I l4an 1,omer D, arts of 

NYPA is New York, 1),ri 6f Cneciu 

an essential Service: Four-thousand-square-mile subway, bus, rail 

partnr intunnel transportation network partner in 
thatAnnual Ridership: ore than 2 billion 

Customer Since: 1976

[9 New York Power Authority
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Partners in Clean 
Energy Technologies

CLEAN AIR FOR SCHOOLS 

Children at 51 public schools across the state were breathing eas

ier in 1998, thanks to Power Authority-administered 

programs to replace old, polluting coal-fired furnaces with clean, 

modern gas- and oil-fired boilers. All 51 schools-located in 

New York City and Buffalo and on Long Island-stopped burn

ing coal by October, with new permanent or temporary boilers in 

operation. Final installations will be completed in 1999. Gov.  

George E. Patakis Clean Water/Clean Air Bond Act provided 

funds for 39 schools. Another 12 schools have been converted 

under a separate program, using funds from NYPA and the 

federal Petroleum Overcharge Restitution Fund. The replace

ment of the coal furnaces is expected to cut emissions of air pollu

tants by more than 400,000 pounds a year.  

IN THE PAST, Principal Patricia Evans could find her 

way to work at Buffalo's Early Childhood Center each 

morning by the black clouds of smoke belching from the 

school's two coal furnaces.  

For most of this century, smells, smoke and soot were a 

fact of life for the school's approximately 600 students, 

their educators-and the surrounding residential commu

nity on Buffalo's East Side.  

Then, in August, the Power Authority completed 

installation of three replacement boilers that generate 

steam heat for the school, using natural gas or oil. Evans 

reported that the skies over her school are clearer and

the smiles of her students are brighter as a result of 

the project.  

"We're no longer polluting the air in the neighbor

hood, and our children are much healthier without all 

that coal dust," she said. "We don't have as many stu

dents using inhalers for their asthma or allergies.  

I definitely believe that's due to the cleaner air we can 

now breathe, thanks to the Power Authority." 

PROMOTING ENERGY EFFICIENCY 

Besides producing some of the nation's cleanest and lowest-cost 

electricity, NYPA provides environmental and economic benefits 

through its wide-ranging energy-efficiency programs at various 

locations, which in 1998 included the state Capitol (below).  

These measures have resulted in hundreds of energy- and 

money-saving projects at local, county and state 

government facilities, public 

schools and state university cam

puses, reducing taxpayers' costs 

by more than $55 million a year 

and improving air quality by 

avoiding emissions from fossil

fueled power plants. In addition 

to installing high-efficiency 

lighting, motors, chillers and boilers at public facilities, NYPA 

is providing energ-saving refrigerators for public housing.

[11 New York Power Authority
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THE HISTORIC STATE CAPITOL building has assumed 

a shining new presence on Albany's nighttime skyline as a 

result of Power Authority lighting improvements.  

Efficient new floodlights bathe the Capitol's ornate 

19th-century facade in high-intensity light from dusk to 

midnight, "adding a whole new dimension to the center 

of government," said Joseph Seymour, commissioner of 

the state Office of General Services (OGS).  

Inside the Capitol, the Power Authority replaced or 

retrofitted more than 5,000 fixtures with more-efficient 

light bulbs and improved ballasts and reflectors that will 

provide better illumination with less energy.  

The $1 million Capitol project was completed under 

NYPs national award-winning High Efficiency Lighting 

Program (HELP), without cost to taxpayers. Even with 

the addition of the outdoor lights, the project will save 

tax dollars by reducing the Capitol's electric bill by 

$140,000 a year. Power Authority-installed HELP 

lighting at other state buildings maintained by the OGS 

in and around Albany's Empire State Plaza will provide 

additional savings.  

"This is a great program, with dramatic results," said 

Seymour. "All this beauty, and all at a substantial cost 

savings to the taxpayer." 

ENERGY FROM THE SUN 

The Power Authority affirmed its position as a national leader 

in the installation of rooftop solar photovoltaic (P) systems in 

1998 with the completion of three new projects in Westchester 

County. It is planning seven similar projects at sites from Long 

Island to Buffalo. From these and eight previous PVprojects

including the nation's second-largest rooftop system, at a Bronx 

bus depot-the Power Authority is gaining valuable knowledge 

that will help improve solar energys potential and increase its 

application in the United States and elsewhere.

HOW MUCH ELECTRICITY does it take to spark a 

youngster's interest in science? At Yorktown's Mildred E.  

Strang Middle School, it took just six kilowatts of clean, 

renewable solar power generated on the Westchester 

County school's rooftop by a NYPA-installed PV system.  

Dr. Robert Van Zanten, district superintendent, said 

the educational value of the project is even more signifi

cant than the school's electric bill savings. The project has 

prompted the school's administrators to develop a new 
"Solar Connections for 

Learning" curriculum 

aimed at promoting energy 

awareness.  

"The real power we're 

harnessing with this instal

lation is the creativity of 

our students," Van Zanten 

said. "They'll use science, math and technology skills to 

study how electricity is made and used, helping them 

make informed decisions as energy consumers." 

POWER BOOST 

The Power Authority, which owns and operates more than one

third of New York State's high-voltage transmission lines

1,400 circuit-miles-is in the forefront of efforts to prepare the 

states power delivery system for the challenges of a competitive 

electricity marketplace. NYPA has joined with the states 

investor-owned utilities in developing a proposal for an 

Independent System Operator to ensure fair and equal access to 

the system for all buyers and sellers of electricity. And with 

heavy transmission use pushing the grid to its physical limits, 

the Power Authority is playing a vital role in boosting the 

systems capacity and reliability without building new lines 

that could have adverse environmental effects.

[12 New York Power Authority
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"IT'S A CLASSIC BOTTLENECK problem," summed up 

Karl Stahlkopf, vice president of power delivery at the 

Electric Power Research Institute (EPR, the utility 

industry's research arm. "New York State has extensive 

generating capacity north and west and heaviest demand 

in the south and east." The crux of the problem is in 

Central New York, where transmission lines converge 

and power is directed downstate.  

Working with EPRI, the Power Authority is develop

ing a technological solution: advanced power electronics 

that will permit existing lines to carry more electricity 

while bolstering the system's reliability and ultimately 

saving money for New Yorkers.  

The Convertible Static Compensator (CSC), to be 

completed in 2002 at NYPAs Marcy substation, near 

Utica, will redirect electricity from overtaxed to 

underutilized lines and eliminate the mid-state bottle

neck. The CSC will be the first of its kind in the world and 

the latest generation of Flexible 

Alternating Current Transmission 

Systems (FACTS) being developed 

by EPRI.  

NYPA has approved investing 
$35 million in the $48-million 

project, with the remainder com

ing from EPRI and corporate and 

utility sponsors.  

"The CSC will help get 

power where it's needed in 

New York State in a most-cost

effective way," said Stahlkopf. "NYPA is pioneering this 

innovative technology and shows great leadership in 

applying it for the benefit of its customers."

ELECTRICITY IN MOTION 

Already the nation's largest supplier of electricityfor mass tran

sit, the Power Authority also stepped up its efforts in 1998 to 

promote greater use of cars, buses, trucks and other vehicles that 

run on electricity. With the strong support of Governor Pataki, 

the NYPA program is helping New York State achieve impor

tant goals: reduced air pollution and oil dependency, less traffic 

congestion and urban noise, and new job opportunities. By the 

end of 1998, NYPA had put into service more than 130 elec

tric vehicles, from buses to bicycles. On deck: a hybrid-electric 

sanitation truck, scheduled for a trial run by late 1999.  

NEW YORK CITY TRANSIT (NYCT) saw the future of 

mass transportation in 

1998, and the view was 

encouraging. With the 

arrival during the year 

of four hybrid-electric 

buses purchased by 

NYCT with the Power 

Authority's financial support, the city's mass-transit ser

vice took a big step toward cleaner, quieter, more-effi

cient transportation for residents and commuters.  

Millard "Butch" Seay, NYCT's senior vice president of 

buses, said initial tests indicate that the hybrid-electric 

technology offers a winning combination with its electri

cally charged battery and diesel-fueled auxiliary power 

unit. The buses are being made by New York State 

manufacturers, an economic plus.  

"This is still considered a development project, but 

we're very pleased with their performance so far," Seay 

said. "New York City Transit has a commitment to 

improve the environment through its operations, and we 

consider ourselves to be the leader in North America 

with this technology."

[13 New York Power Authority
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Partners in, 

Service
The Power Authority's commitment to being a good neighbor 

takes many forms. In NYPA project areas, it has resulted in cre

ation ofparks, playgrounds and visitors centers, preservation of 

scenic areas and restoration of historic sites. The Power 

Authority has also strengthened its community ties by providing 

financial support for local hospitals, fire companies and other 

emergency organizations; working with schools on varied educa

tional programs; and sponsoring free public concerts and fire

works displays. The same spirit has moved NYPA employees to 

take an active role in community life, as was dramatically 

shown by their response to a 1998 storm emergency in the 

North Country.  

WHEN A DEVASTATING January ice storm paralyzed 

Northern New York-leaving hundreds of thousands 

without electricity-employees at the St. Lawrence-FDR 

Power Project in Massena and other NYPA facilities 

sprang into action.  

Dozens of Power Authority staff members from around 

the state trekked to the North Country to assist in repair

ing transmission lines and keeping the project's power 

flowing to NYPA customers throughout the storm. For a 

while, the St. Lawrence-FDR project was the sole 

provider of power to almost all of Northern New York.  

But the Power Authority had more than just electricity 

to share with its neighbors. About 20 St. Lawrence-FDR 

staff members received permission to take time off from

work, with pay, to volunteer for organized relief efforts.  

They transported invalids to and from shelters, provided 

emergency medical support and helped keep two local 

radio stations on the air to broadcast emergency information.  

Other NYPA volunteers, armed with chain saws and 

portable pumps and generators, cleared roadways, drained 

flooded basements and restored power to dairy farms.  

NYPA donated two 25-kilowatt generators to St.  

Lawrence County, along with a team of electricians to 

operate the equipment.  

"The Power Authority was truly heaven-sent," said 

Elaine Eggleston, director of the Massena Neighborhood 

Center, which coordinated the emergency response for St.  

Lawrence County. "Besides supplying us with electricity, 

NYPA sent volunteers that helped us respond to our local 

residents as well as those in surrounding communities." 

NYPs Clark Energy Center in Marcy offered its facili

ties to the Utica chapter of the American Red Cross for a 

14-hour telethon that raised $136,600 for rescue opera

tions. A separate fundraiser by NYPA employees collected 

$2,700 more.  

It took the Power Authority just 70 minutes to restore 

power to all of its local customers during the storm. But 

the goodwill generated by the community service of its 

employees has had a lasting impact.

[15 New York Power Authority
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NYPA Sets Record 
For Production 
For the second year in a row, 

the Power Authority in 1998 

set an annual production 
record, generating 39.3 bil

lion kilowatt-hours (kwh), up 

by 354 million kwh from last 
year. NYPA supplied 26 per

cent of New York State's 
electricity in 1998, with sales 

of 42.3 billion kwh, including 
energy purchased from other

sources. Hydropower genera

tion of 23 billion kwh 
accounted for 59 percenf of 

the Authority's output; 
nuclear power, 12.6 billion 
kwh, or 32 percent; and nat

ural gas and oil, 3.7 billion 
kwh, or 9 percent.

Nuclear Generation 
Reaches New High 
NYPs James A. FitzPatrick 

and Indian Point 3 nuclear 
power plants continued their 
strong performance in 1998, 

combining for production of 

12.6 billion kwh, an annual 

record. The two plants' out

put was nearly 10 percent

greater than the previous top 

nuclear generation total, 11.5 

billion kwh, in 1986. The 
FitzPatrick plant, in Scriba, 
Oswego County, reached a 

lifetime production milestone 

of 100 billion kwh in January 
1998. It generated 4.9 billion 

kwh during the year despite 
being out of service for two 
months for a scheduled refu-

eling. Indian Point 3, in 
Buchanan, Westchester 

County, logged its most-pro

ductive year in 1998, with 

output of 7.7 billion kwh, 
bettering by 5 percent its 

previous highest total, 

achieved in 1991.  

NYPA Completes 
Refinancing Plan 
The Power Authority in 
April completed the refinanc-

ing of all of its approximately 

$1.9 billion of outstanding 

General Purpose Bonds 
through the issuance of 
about $1.6 billion in both 

taxable and non-taxable

financial instruments and the 

use of various reserves made 

available by the refinancing.  
By reducing its debt and 

debt-service costs-while 

retaining substantial guaran
tees and bondholder protec

tion-the Power Authority 
will save up to $35 million a 

year, with total savings of 
close to $740 million.  

Accelerated payment of debt

on NYPAs two nuclear power 
plants will account for a large 

part of the savings.  

Project Upgrades 
Move Ahead 
Continuing the Power 
Authority's role as steward of 

New York's major hydropower

APRIL 15 
NYPA completes refunding 
of its entire $1.9 billion long-term 
debt, with total savings of nearly 
$740 million.

JULY 7 
Governor Pataki announces 
rate rollback for NYPA busi
ness customers agreeing to 
new long-term contracts.  
JULY 15 

The Governor signs 
legislation expanding 
Power for Jobs program.

JAN. 14 
FitzPatrick nuclear plant 
reaches 100 billion kilowatt
hour production milestone.

JUNE 29 

Concert and fireworks mark 
Blenheim-Gilboa project's 
25th anniversary.

JULY 23 
St. Lawrence-FDR project 
celebrates 40th anniversary 
with concert and fireworks.

[16 New York Power Authority
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assets, NYPA trustees 
approved additional funding 

in 1998 for large-scale 

improvements at the Niagara 

Power Project in Lewiston 

and the St. Lawrence-FDR 

Power Project in Massena.  

The Niagara upgrade, begun 
in 1989, will boost the capac
ity of all 13 turbine-genera
tor units at the project's main 
generating plant to 200,000 
kw apiece, up from 175,000

kw, when work is completed 
in 2006. A 15-year improve
ment program under way at 
St. Lawrence-FDR will 
result in renovation of all 16 
of the project's turbines, 
improving their efficiency 

and keeping the project run
ning smoothly for the next 
50 years.

NYPA Ranked Among 
Cleanest Utilities 
The Power Authority ranks 
among the environmentally 
cleanest of the 100 largest 
electric utilities in the 

United States, according to a 
study released in 1998 by the 
Natural Resources Defense 
Council and Public Service 
Electric & Gas Co. of

Newark, NJ. Among utili
ties that burn fossil fuels, 
NYPA had the lowest emis
sion rates for nitrogen oxides 
and carbon dioxide and the 
second lowest rate for sulfur 
dioxide. Also in 1998, the 
Power Authority received a 
certificate of achievement 
from the U.S. Environmental 

Protection Agency and

Renew America for improv
ing air quality by reducing 
fossil-fuel combustion and 
emissions through its High 
Efficiency Lighting 
Program,.which promotes 

energy efficiency and clean 
energy technologies.  

Two NYPA Projects 
Mark Anniversaries 
The Power Authority 

marked the 25th anniversary

of its Blenheim-Gilboa 
Pumped Storage Power 

Project in Schoharie County 

on June 29 with a communi
ty concert, a gala fireworks 

show and opening of a reno
vated visitors center. The 
1,040,000-kw project, which 

began operation in 1973, 
produces power primarily at 

times of peak customer

demand. It is New York 

State's first-and only self-con

tained pumped storage pro

ject. Fortieth-anniversary 

events at NYPAs St.  

Lawrence-Franklin D.  
Roosevelt Power Project in 

Massena in July included a 

Syracuse Symphony concert, 
tours of its powerhouse and 

exhibits by its "Big Three" 

industrial customers: Alcoa, 

Reynolds Metals and

General Motors Powertrain.  
Since producing its first 

power in 1958, the 800,000
kw St. Lawrence-FDR proj
ect has generated more than 
270 billion kwh.

\Y
SEPT. 27 

NYPA power walkers help 
Westchester County's 
Juvenile Diabetes 
Foundation raise $200,000.

OCT. 15 

NYPA marks completion of 
solar photovoltaic projects 
at three Westchester 
County sites.

AUG. 23 

NYPA's Yonkers fuel cell 
reaches 1 million 
kilowatt-hour 
generation mark.

SEPT. 28 

Trustees approve $35 
million for cutting-edge 
transmission-system 
improvements.

DEC. 6 

NYPA unveils lighting 
improvements at state 
Capitol and Empire State 
Plaza in Albany.

[17 New York IPower Authority
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Power Authority 
lroQuebec 

Ontario Hydro 
Fa il ti sSt. LWGK ,zI-A

1 ST. LAWRENCE-FRANKLIN D.  
ROOSEVELT POWER PROJECT 
Type: Hydroelectric 
Location: Massena, on the St.  
Lawrence River St. Lawrence County 
Net Dependable Capability: 
800,000 kw 
First Commercial Power.  
July 1958 
1998 Net Generation: 
7.2 billion kwh 
Net Generation Through 1998: 
274.2 billion kwh 

2 NIAGARA POWER PROJECT 
Type: Hydroelectric 
Location: Lewiston, on the Niagara 
River, Niagara County 
Net Dependable Capability: 
2,400,000 kw 
First Commercial Power.  
January 1961 
1998 Net Generation: 
16.5 billion kwh 
Net Generation Through 1998: 
565.6 billion kwh

A Power Authority Projects 

fl Power Authority Substations 

fl Substations of Others 

Power Authority Lines 

Lines of Others (Available as Needed)

6 INDIAN POINT 3 NUCLEAR 
POWER PLANT 
Location: Buchanan, on the Hudson 
Rive?, Westchester Counqy 
Net Dependable Capability: 
970,000 kw 

First Commercial Powen 
Augut 1976 
1998 Net Generation: 
7.7 billion kwh 
Net Generation Through 1998: 
97.0 billion kwb 

7 RICHARD M. FLYNN 
POWER PLANT 
Type: Gas/Oil 
Location: Holtsville, Suffilk County 
Net Dependable Capability: 
135,600 kw 
First Commercial Power: 
May 1994 
1998 Net Generation: 
1.1 billion kwh 
Net Generation Through 1998: 
5.0 billionkwh 

8 FREDERICK R. CLARK 
ENERGY CENTER 
Function: Coordinates NTtRM 

esn operations 
Location. Mary, north of Utica, 
Oneida County 
Opened: June 1980 

9 SMALL HYDRO FACILITIES 
Located on reservoirs and waterways 
around the state, these facilities incude 
the Ashokan Project (lft), the Kensico 
Prject, the Gregory B. Jarvis Plant, 
the Crescent Plant and the Vischer 
Ferty Plant, with a combined net 
dependable capability of 29,596 kw.  
They produced a total of 170 million 
kwh in 1998.  

PERTURE 
CARD 

kAfo Available on 
Apenure Card

[18 New York Power Authority

3 BLENHEIM-GILBOA PUMPED 
STORAGE POWER PROJECT 
Location: Blenheim and Gilboa, 
soutbwest of Albany, in Sboharie 
Conty 
Net Dependable Capability: 
1,040,000 kw 
First Commercial Powen 
July 1973 
1998 Gross Generation: 
1.8 billion kwh 
Gross Generation Through 1998: 
39.1 billion kwh 

4 JAMES A. FITZPATRICK 
NUCLEAR POWER PLANT 
Location: Sriba, on Like Ontario, 
Oswego Coun 
Net Dependable Capability: 
820,000 kw 
First Commercial Power. July 
1975 
1998 Net Generation: 
4.9 billion kwh 
Net Generation Through 1998: 
105.2 billion kwh 

5 CHARLES POLETTI POWER 
PROJECT 

Type: Gas/Oil 
Location: New York City, on the 
East River 
Net Dependable Capability: 
825,000 kw 
First Commercial Power.  
March 1977 
1998 Net Generation: 
2.6 billion kwb 
Net Generation Through 1998: 
52.7 billion kwh 

I 
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assets, NYPA trustees 
approved additional funding 

in 1998 for large-scale 
improvements at the Niagara 

Power Project in Lewiston 

and the St. Lawrence-FDR 

Power Project in Massena.  
The Niagara upgrade, begun 
in 1989, will boost the capac

ity of all 13 turbine-genera

tor units at the project's main 
generating plant to 200,000 

kw apiece, up from 175,000

kw, when work is completed 
in 2006. A 15-year improve
ment program under way at 

St. Lawrence-FDR will 
result in renovation of all 16 

of the project's turbines, 

improving their efficiency 

and keeping the project run
ning smoothly for the next 

50 years.

NYPA Ranked Among 
Cleanest Utilities 
The Power Authority ranks 

among the environmentally 
cleanest of the 100 largest 

electric utilities in the 
United States, according to a 
study released in 1998 by the 
Natural Resources Defense 

Council and Public Service 
Electric & Gas Co. of

Newark, NJ. Among utili
ties that burn fossil fuels, 
NYPA had the lowest emis
sion rates for nitrogen oxides 

and carbon dioxide and the 

second lowest rate for sulfur 
dioxide. Also in 1998, the 

Power Authority received a 
certificate of achievement 

from the U.S. Environmental 

Protection Agency and

SEPT. 27 
NYPA power walkers help 
Westchester County's 
Juvenile Diabetes 
Foundation raise $200,000.

AUG. 23 
NYPA's Yonkers fuel cell 
reaches 1 million 
kilowatt-hour 
generation mark.

0

Renew America for improv
ing air quality by reducing 
fossil-fuel combustion and 

emissions through its High 
Efficiency Lighting 

Program, which promotes 
energy efficiency and clean 

energy technologies.  

Two NYPA Projects 
Mark Anniversaries 
The Power Authority 
marked the 25th anniversary

of its Blenheim-Gilboa 

Pumped Storage Power 
Project in Schoharie County 
on June 29 with a communi

ty concert, a gala fireworks 
show and opening of a reno
vated visitors center. The 

1,040,000-kw project, which 
began operation in 1973, 

produces power primarily at 
times of peak customer

demand. It is New York 
State's first and only self-con
tained pumped storage pro
ject. Fortieth-anniversary 

events at NYPAs St.  
Lawrence-Franklin D.  

Roosevelt Power Project in 
Massena in July included a 
Syracuse Symphony concert, 

tours of its powerhouse and 
exhibits by its "Big Three" 
industrial customers: Alcoa, 

Reynolds Metals and

General Motors Powertrain.  

Since producing its first 
power in 1958, the 800,000

kw St. Lawrence-FDR proj
ect has generated more than 

270 billion kwh.

OCT. 15 
NYPA marks completion of 
solar photovoltaic projects 
at three Westchester 
County sites.

SEPT. 28 
Trustees approve $35 
million for cutting-edge 
transmission-system 
improvements.

DEC. 6 
NYPA unveils lighting 
improvements at state 
Capitol and Empire State 
Plaza in Albany.

1998 Generation and Sales 
(biLlions of kwh)

Power Generated 

Power Purchased 

n Power Sold

Energy Sates (billions of kwh) 

90 92 94 96 98

Energy Sates to New York 
State Municipal Systems and 
Rural Electric Cooperatives 
(biLtions of kwh)

.~ 'It 

sns

.~.. N 5 .~ - - -

q.

1998 New York Utilities' 
Total Sales and Power 
Authority Sates To Utilities 
(bilons of kwh)

r

F G|

Utility's Total Sales (1) 
* Authority Sales To Utility (2)

A Central Hudson 
B Con Edison 
C Long Island Lighting Company/ 

Long Island Power Authority 
D New York State Electric & Gas (3) 
E Niagara Mohawk 
F Orange and Rockland 
0 Rochester Gas and Electric 
H Total Authority Sales 

(1) Power Authority sales totaled 19.020 billion 
kwh, which excluded .332 billion kwh sold 
through the New York Power Pool for supply 
to the utilities as needed.  

(2) includes .004 billion kwh associated 
with sales to reallocated expansion 
power customers.  

(3) estimated 1998 sales.
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AND ANALYSIS

Summary Statement of Net Revenues 
aIn Milli-u)

1998 1997 (Unfavorable) 

Operating Revenues $1,483.9 $ 1,480.8 $ 3.1 
Operating Expenses 1,368.2 1,335.6 ( 32.6) 
Net Operating Revenues 115.7 145.2 ( 29.5) 
Investment and 

other income 112.9 99.6 13.3 
Interest and other expenses 147.2 173.1 25.9 
Revenues, net before 

extraordinary item 81.4 71.7 9.7 
Debt refinancing charge 18.5 3.0 (15.5), 
Net Revenues S 62.9 $ 68.7 (5.8) 

Operating Results 
Net revenues before extraordinary items increased by $9.7 million (or 
13 percent) to $81.4 million in 1998. The decrease in net operating 
revenues of $29.5 million was more than offset by lower interest expense 
($25.9 million) and higher investment and other income ($13.3 million).  

Lower net operating revenues were primarily attributable to the imple
mentation of accelerated depreciation at the Indian Point 3 (1P3) Nuclear 
Power Plant in 1998 (see below for details). Interest on long-term debt 
decreased significantly as a result of the bond refinancing. The Authonity 
also received a reimbursement of $9 million from the Long Island Power 
Authority, resulting in increased investment and other income. Net 
revenues decreased by $5.8 million to $62.9 million in 1998. In addition 
to the aforementioned items, an increase in debt refinancing charges 
(classified as extraordinary) occurred due to long-term debt retirements 
in April 1998.  

Operating Revenues 
Operating revenues, at $1.48 billion, were slightly higher than in 1997.  
This increase was achieved despite provisions for $26 million in cost sav
ings associated with operating efficiencies to be passed on to Southeastern 
New York (SENY) customers.  

Operating Expenses 
Operating expenses increased by $32.6 million (2 percent) to $ 1.368 billion 
from $1.336 billion in 1997. This increase includes higher depreciation 
($54 million), primarily due to the implementation of a plan to accelerate 
the depreciation of the 1P3 nuclear power plant. This plan was adopted in 
anticipation of a future decrease in the revenues generated by the plant as 
competition in the industry increases. Purchased power costs increased by 
$25.6 millon due to higher volumes purchased for resale to customers.  
Higher nuclear fuel expenses due to increased generation were substantially 
offset by lower fossil fuiel costs. Operations and maintenance expenses 
decreased by $50.7 million in 1998. Lower nuclear-outage-related expenses 
and lower requirements for nuclear plant decommissioning contributed to 
this decrease. These items were partially offset by the write-off of the 
Authoritys cumulative contributions to the New York State Energy 
Research and Development Authority ($2 3.6 million) for the development 
of a State low-level waste disposal facility since it does not appear likely 
that a facility will be available in the foreseeable future.

Cash Flows 
Net cash provided by operating activities was $497.8 million in 1998, an 
increase of 36 percent over the prior year. As described above, net rev
enues decreased by $5.8 million. However, 1998 operating expenses 
included significant non-cash charges. Major items included provisions for 
additional depreciation at 1P3 and the write-off of low-level radioactive 
waste site development costs expended in prior years. A significant portion 
of the operating cash flow generated in 1998 was utilized to retire long
term debt on an accelerated basis.  

Deregulation 
The Authority continues to prepare for a deregulated environment.  
Employees have undergone intensive training to gain a detailed under
standing of the Authority's mission, goals and strategic plan, and the need 
to adapt their performance to new competitive challenges.  

During 1998, the Authority negotiated modifications to existing power 
sales arrangements with 87 business customers served by the James A.  
Fitzpatrick OJAF) Nuclear Power Plant, as augmented by other Authority 
resources, which would extend the customers' purchases of Authority 
power and energy to either 2005 or 2007. In prior years, the Authority 
signed agreements with substantially all of its SENY governmental cus
tomers, resulting in existing power sales agreements with such customers 
extending to either 2004 or 2005, depending upon the agreement. These 
contracts will help to stabilize the Authoritys revenue base in the future.  
The contracts and contract modifications represent approximately 44 per
cent of the Authority's 1998 operating revenues (excluding wheeling 
charges).  

Net Generation 
During 1998, the Authority's total net generation increased by 1 percent 
to 39.3 billion kilowatt-hours (kwh) from 38.9 billion kwh in 1997. The 
1998 generation was a record for the Authority, surpassing the previous 
annual high, achieved in 1997. The increase was primarily due to 1P3's 
1998 record production of 7.7 billion kwh. This was a 77 percent increase 
over 1P3 s generation in 1997, an outage year, and exceeded by 5 percent 
the plant's previous record of 7.3 billion kwh, in 1991. During 1998, 1P3 
operated at 91 percent of Maximum Dependable Capacity.  

Even though a refuieling outage atJAF resulted in 1998 production of 
4.9 billion kwh, down 26 percent from the prior year's record of 6.6 billion 
kwh, the two-plant output of 12.6 billion kwh surpassed by 10 percent the 
previous best nuclear generation total of 11. 5 billion kwh, in 1986.  

Net generation at the Authority's hydro facilities decreased by 4 per
cent due to lower river flows.  

Financing Cost Reduction and Containment Strategy 
The Authority is aggressively pursuing a financing cost reduction and con
tainiment strategy by reducing debt; refinancing outstanding debt at more 
attractive rates; and managing the mix of fixed-rate and floating-rate debt.  

During the last four years, the Authority reduced long-term debt by 
$1.323 billion, or 40) percent, and total debt by $1.160 billion, or 
33 percent.

[20 New York Power Authority
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Debt Restructuring 
In April 1998, the Authority completed the $2.6 billion long-term debt 
restructuring program, which began in the last quarter of 1997.  

The refundings were accomplished with both short-term and long
term, tax-exempt and taxable, debt. The objectives of the debt 
restructuring were to replace the 1974 General Purpose Bond Resolution, 
as amended, with the 1998 General Resolution authorizing Revenue 
Obligations (Bond Resolution) that gives the Authority the flexibility it 
needs to function in the competitive environment, to achieve debt service 
savings and to manage the mix between fixed- and floating-rate debt.  

The Authority implemented a new Bond Resolution, which will afford 
the Authority greater flexibility in several areas. The Bond Resolution 
does not contain many of the covenants and provisions that in the past 
have been common to many municipal revenue bond indentures but were 
viewed by the Authority as unduly restrictive in the changing electric utili
ty industry environment. For example, the Bond Resolution is less 
restrictive in that it: 

(1) includes a coverage of revenues to operating and debt service pay
ments of 1.0; 

(2) permits additional debt to be issued without limitation as to princi
pal amounts and without any debt service coverage test or historical or 
projected earnings test; 

(3) does not require reserves for operating expenses or debt service 
other than such reserves as the Authority may detennine to establish; 

(4) does not require periodic advance deposits for the payment of debt 
service; and 

(5) permits the disposition of most Authority assets (other than the 
Niagara and St. Lawrence-FDR projects) without the requirement that 
the proceeds of such disposition be used for the redemption of debt.  

These less restrictive provisions are intended to increase the ability of 
the Authority to retain its existing customer base, to enable the Authority 
to more efficiently manage its cash flows and investments and to allow the 
Authority to determine whether to sell or retain certain of its assets on the 
basis of its judgment regarding the effect of such sale or retention on its 
overall business.  

Capital Structure 
aIn Mihan) 

1998 1997 

Long-term debt 
Revenue bonds $1,153.4 
General purpose bonds $1,813.9 
Adjustable rate tender notes 188.1 191.5 
Commercial paper 602.6 536.6 

Total long-term debt 1,944.1 2,542.0 
Accumulated net revenues 

employed in the business 1,645.0 1,582.0 
Total Capitalization $ 3,589.1 $4,124.0 

Total long-term debt, net of current maturities, decreased by $598 million 
to $1.944 billion from $2.542 billion in 1997 as a result of the accelerated 
retirement and the scheduled maturities of long-term debt.

Debt Ratings

Moodys

Long-term debt 
Adjustable Rate 

Tender Notes 
Commercial Paper

Standard 
& Poor's

Aa3 AA-

Aa3/VMIGl AA-/A-l N/A 
P-1 A-1 Fl+

NA - Not applicable.  

The Authoritys long-term debt rating was refined to Aa3 by Moodys 
Investors Service, Inc. during 1998. The Authority has two lines of credit 
under revolving credit agreements with two syndicates of banks for $575 
mnillion and $40l0 million. These agreements extend to April 14, 1999, and 
November 9, 1999, respectively. These lines of credit support the 
Authoritys commercial paper program.  

The Year 2000 
See Year 2000 Readiness Disclosure for a discussion of Year 2000 issues, in 
Required Supplemental Information, provided on page 42.

[21 New York Power Authority
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Report of Management Report of Independent Accountants

Management is responsible for the preparation, integrity and objectivity of 
the financial statements of the New York Power Authority (NYPA), as well 
as all other information contained in the Annual Report. The financial 
statements have been prepared in conformity with generally accepted 
accounting principles applied on a consistent basis and, in some cases, 
reflect amounts based on the best estimates and judgments of manage
ment, giving doe consideration to materiality. Financial information 
contained in the Annual Report is consistent with the financial statements.  

NYPA maintains a system of internal controls to provide reasonable 
assurance that transactions are executed in accordance with management's 
authorization, that financial statements are prepared in accordance with 
generally accepted accounting principles and that the assets of NYPA are 
properly safeguarded. The system of internal controls is documented, 
evaluated and tested on a continuing basis. No intemnal control system ran 
provide absolute assurance that errors and irregularities will not occur due 
to the inherent limitations of the effectiveness of internal controls; howev
er, management strives to maintain a balance, recognizing that the cost of 
such system should not exceed the benefits derived.  

NYPA maintains an internal auditing program that independently 
assesses the effectiveness of internal controls and reports findings and rec
ommends possible improvements to management. In addition, as part of 
its audit of NYPMs financial statements, PricewaterhouseCoopers LLP, 
NYPMs independent accountants, considers internal controls in determin
ing the nature, timing and extent of audit procedures to be applied.  
Management has considered the recommuendations of the internal auditors 
and the independent accountants concerning the system of internal con
trols and has taken actions that it believed to be cost-effective in the 
circumstances to respond appropriately to these recommendations.  
Management believes that, as of December 31, 1998 and 1997, NYPMs 
system of internal controls provides reasonable assurance as to the integri
ty and reliability of the financial statements, the protection of assets from 
unauthorized use or disposition and the prevention and detection of fraud
ulent financial reporting.  

NYPMs Board of Trustees has an Audit Committee composed of 
Trustees who are not employees of NYPA. The Audit Committee meets 
with NYPAM management, its Director of Internal Audits and its indepen
dent accountants several times a year to discuss intemnal controls and 
accounting matters, NYPMs financial statements, and the scope and results 
of the audit by the independent accountants and of the audit programs of 
NYPMs internal auditing departnent. The independent accountants and 
Director of Internal Audits have direct access to the Audit Committee.  

Arnold M. Bellis 
Vice President - Controller

To the Board of Trustees 
Power Authority of the State of New York 
New York, New York 

We have auditred the accompanying balance sheets of the Power Authority 
of the State of New York (the "Authority") as of December 31, 1998 and 
1997, and the related statements of net revenues and accumulated net rev
enues employed in the business and of cash flows for the years then ended.  
These financial statements are the responsibility of the Authority's man
agement. Our responsibility is to express an opinion on these financial 
statements based on our audits.  

We conducted our audit in accordance with generally accepted auditing 
standards. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial state
ments. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the over
all financial statement presentation. We believe that our audit provides a 
reasonable basis for our opinion.  

In our opinion, the financial statements referred to above present fairly, 
in all material respects the financial position of the Authority, as of 
December 31, 1998 and 1997, and the results of its operations and its cash 
flows for the years then ended in conformity with generally accepted 
accounting principles.  

Our audit was conducted for the purpose of forming an opinion on the 
basic financial statements taken as a whole. The sumunary of funds (cash 
basis) is presented for purposes of additional analysis and is not a required 
part of the basic financial statements. Such information has been subjected 
to the auditing procedures applied in the audit of the basic financial state
ments and, in our opinion, is fairly stated in all material respects in 
relation to the basic financial statements taken as a whole.  

The Year 2000 Readiness Disclosure on page 42 is not a required part 
of the basic financial statements but is supplementary information required 
by the Govemnmental Accounting Standards Board, and we did not audit 
and do not express an opinion on such information. Further, we were 
unable to apply to the information certain procedures prescribed by pro
fessional standards because the disclosure criteria specified by Technical 
Bulletin 98- 1, Disclosures About Year 2000 Isrues, as amended, are not suffi
ciently specific and, therefore, preclude the prescribed procedures from 
providing meaningful results. In addition, we do not provide assurance 
that the Authority is or will become year 2000 compliant, that the 
Authority's year 2000 remediation efforts will be successful in whole or in 
part, or that panries with which the Authority does business are or will 
become year 2000 compliant.  

New York N.Y 
February 12, 1999

[22 New York Power Authority
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Assets 1998 1997 

Utility Plant Electric plant in service $5,398,419 $5,284,160 
................. .L e ss................................................ . .... .... ............ ......................... 2 , ......4 .................................................................at2 , 3 2 .,3 5 5 

3,088,685 3,151,805 
Construction work in progress 78,624 112,026 
Nuclear fuel less accumulated amortization 

.o................................................... $ ..187,.444.3......................................... ($199,439.in.1. 40..,92 7 1.....................................................................4 ,7 .50 ...  
Net utility plant 3,308,236 3,409,581 

Restricted Funds Cash 882 180 
Investment in securities, at fair value 

(Notes D,J and K) 693,167 939,212 
.............. I...........Escerow.deposit.-Series Z .Bonds [Note F(d)I 54,288 ... ... ... ... ... ... ... ... ... ... ... ... .E scr d p p s t-S fi e8.. ..B n d~ .. .. .d .. .......... ........................ ..................................................................... . 8.... ...  

694,049 993,680 
Capital Funds Cash 10 307 

Investment in securities, at fair value 129,115 186,716 
Interest receivable on investments 2,098 3,359 ...................................... ........... I ......r c v !. o .n .. en .. .. ........................................... 2 8............................................................... ........ 3..5 ... ...  

•131,223 190,382 
Current Assets Cash 298 195 

Investment in securities, at fair value 495,233 307,928 
Interest receivable on investments 10,882 18,572 
Receivables--customers 139,525 148,638 
Materials and supplies, at average cost: 

Plant and general 79,777 79,488 
Fuel (Note M) 13,343 12,437 

..... .. Prepayments, miscellaneous receivables and other3,53260 .. ......... .. .... ............Pre..y.ep.....sce..eo u ..re e v b e .3. . 9. . .................3 ,5 3 .................... ........................................................0 ....  

771,591 593,864 
Other Non-current Assets Unamortized debt expense 8,906 14,760 

Deferred charges, long-term receivables and other 263,720 311,098 ............. .. .... ......... .................... .. ...... s .o t ..r.... .. ... .. ... .. .. ...t... .. .............. ....... ..... ................................................................... .. 9 ...  
272,626 325,858 

Total Assets $5,177,725 $5,513,365 

Liabilities and Capitalization 
Capitalization Long-term debt (Notes C, F, G and H): 

Revenue bonds $1,153,425 
General purpose bonds $1,813,911 
Adjustable rate tender notes 188,125 191,445 

.......................I....Commeri paper............602,578 536,600 .. ........ ........ ...... .... ...... -r~ a m r ................ ................................ ....... ...... I 7 .... ................... .. .................... .................. ..3 6 0 ... .  
1,944,128 2,541,956 

Accumulated net revenues employed 

... i b s95.....................................8 2 ,0 21........ .b , ........................................ ..................... ..... .................... . .................... ................... . .....  
Total Capitalization 3,589,116 4,123,977 

Current Liabilities Long-term debt due within one year 165,950 76,900 
Short-term debt (Note H) 259,150 249,050 

........................................ ....... ..A o .. d ..............................unts I... . ............... ................................. I pa a le a.ac e................ 19 0,67 6 
663,426 

516,626 

Other Non-current LiabilitiesNuclear plant decommissioning (Note J) 592,678 529,387 
Disposal of spent nuclear fuel (Note 1) 155,158 147,530 

.. D............................................. ..e ..re e.. .. d...e. ................. ............................. ......4 ..................................................................... r e a...84 .  
925,183 872,762 

Commitments and 

Contingencies (Note L) 
Total Liabianes and Caitiniation $5,J77,725 $s5i,5s13,36te5ens 

The accompanying notes are an integral pare of these fianidal stateo to.
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TS OF NET REVENUES AND ACCUMULATED NET REVENUES 
IN THE BUSINESS Years Ended December 31, 1998 and 1997 (In Thousands)

Statement of Net Revenues 1998 1997 

Operating Revenues Power sales $1,078,077 $1,076,755 
Transmission charges 129,366 132,724 
Wheelig charges 276,496 271,324 ............ ................. .............................. e m .c a g s. ........ ...................... -.. .. .... I ... ......................27 6 .4 6. ...................................................... 7 .....  
Total Operating Revenues 1,483,939 1,480,803 

Operating Expenses Operations 460,772 489,759 
Nuclear fuel 74,303 61,677 
Fuel oil and gas (Note M) 119,832 132,852 
Purchased power - Hydro-Qu6bec 52,164 42,958 

- Other 57,325 40,922 
Maintenance 131,604 154,436 
Wheeling 276,496 271,324 
Depreciaton .195,691.141,686................... .. . 19 691 141,686 
Total Operating Expenses 1,368,187 1,335,614 
Net Operating Revenues 115,752 145,189 

Other Income Investment income (Note D) 99,690 96,443 
............. O................................... Nth e .[N o te . 9 )j ................ 1 ....... 3..................... . 13 ,2 4 6 ..................................................................... 3 ,11.53 ...  

Total Other Income 112,936 99,596 
Other Deductions Interest on long-term debt 139,897 164,901 

Interest-other, net 5,128 1,459 
.................. o r i ai........................................... .....on ...... . t . . .................. ........... ................ ...................................................... o d e t is n.06 , 0 6...  

Total Other Deductions 147,234 173,066 
Revenues, net before extraordinary item $ 81,454 $ 71,719 
Debt refinancing charge (Note G) 18,487 3,006 
Net Revenues $.62,967~. 68,713 

Statement of Accumutated Net Revenues Emptoyed in the Business 
Accumulated Net Revenues Employed in 

the Business atJanuary 1 $1,582,021 $1,513,308 
Net Revenues 62,967 68,713 
Acciuuated Net Revenues Emppl,)yed Iin 

~the Businessatice 31 $1,644,988. $1,582,021

The accompanying notes are an integral part of these financial statements.
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~TATEMENTS OF CASH FLOWS Years Ended December 31, 1998 and 1997. Increase (Decrease) in Cash (In Thousands).  

1998 1997 

Cash Flows From Received from customers for the sale of power, transmission, wheeling $1,500,622 $1,474,170 
Operating Activities Earnings received on nuclear decommissioning trust fund 41,350 38,632 

Paid to suppliers and employees for: 
Operations and maintenance ( 526,377) ( 596,215) 
Purchased power ( 101,292) ( 79,520) 
Fuel oil and gas ( 94,064) ( 133,354) 
Wheeling of power by other utilities ( 280,998) ( 267,495) 

Paid to nuclear decommissioning trust fund ( 41,350).( 71,117) .............. .. . .... as......ed..o.rai n a id i~s.............. N i..... ... ...................... .................... .. )7 8/i.............. .. ..... ... ... . ....... 76 5,1 0 1 .7 ...  
Netash provided byoperating activities 497,89 365,101 

Cash Flows From Capital Earnings received on construction fund investments 11,016 11,624 
and Related Sale ofcommercial paper 271,578 536,600 
Financing Activities Issuance of 1998 Bonds 1,381,895 

Repayment of adjustable rate tender notes ( 6,722) 2,845) 
Refunding of bonds (1998: $1,923,455 and 

1997: $602,880 principal amount) (1,960,273) 613,274) 
Retirement of bonds (1998: $35,213 and 

1997: $152,170 principal amount) ( 22,878) 153,573) 
Construction and acquisition of utility plant: 

Gross additions to utility plant ( 76,711 ) 73,093) 
Gross additions to nuclear fuel ( 51,288) 26,457) 

Paid for preliminary investigations ( 4,456) 8,946) 
Interest paid, net ( 93,390) 158,542) ............................................... c. a s sh usedii .paitaland related finaIcing activites ..................................... 551,229"') . . ... ... ..... 48 ,'506) 

Cash Flows From Energy conservation program payments 
NoncapitaL-ReLated received from plan participants 22,724 30,889 
Financing Activities Energy conservation program costs 64,900) ( 56,945) 

Sale of commercial paper 35,000 60,000 
Repayment of master notes ( 30,800) 
Repayment of commercial paper 173,700) 
Interest paid on commercial paper 33,657) ( 6,138) 
POCR funds received from New York State (Note K) 8,000 9,000 
CAS funds received from New York State (Note K) 29,724 22,000 
Payment to New York State (Note K) 8,000) ( 9,000) 
Transfer (to) \ from LIPA [Note L(9)] 9,000 9,000) 

........................N et .... *h"** idd ... (used).by.. ia ia~ eae civte .. ( 90 0 .............. N ro ed \ (us deedyi ........... ............. ..... 175,809 ) .10,00................... 0* 6....  
Cash Flows From Earnings received on investments 57,026 57,521 
Investing Activities Purchase of investment securities (10,606,882 ) (7,863,584) 

Sale of investment securities 10,779,511 7,919,570 ...... .......................................... N e a sh ..... A b............ ........... ................................................................. .2 9I5.. ".. ........................................... .... .  
et.cash ........... provi ed by investing activities 229,655 113,507 

Net increase in cash- 508 108 
(as andcash eqivalents, ..an. 682 574 1 
Cash and cash equivalents, December 31 $ 1,190 $ 682 

Reconciliation to Net Cash Net Revenues S 62,967 $ 68,713 
Provided by Operating Adjustments to reconcile net revenues to 
Activities net cash provided by operating activities: 

Earnings received on investments ( 57,026) 57,521) 
Provision for depreciation 195,691 141,686 
Amortization of nuclear fuel 52,730 41,560 
Provision for spent fuel disposal and nuclear 

plant decommissioning 53,139 89,453 
Amortization of deferred revenues ( 9,006) 8,679) 
Amortization of debt discount and expenses 18,144 6,706 
Preliminary investigations expensed 24,962 6,327 
DOE decommissioning and decontamination costs charged to expense 3,182 2,362 
Nuclear decommissioning trust fund ( 41,350) 71,117) 
Interest paid, net 127,047 164,680 
Debt refinancing charge 18,487 3,006 
Net (increase) \ decrease in prepayments and other ( 5,927) 4,897 
Net (increase) \ decrease in receivables and inventory 15,608 ( 13,291) 
Net increase \ (decrease) in accounts payable 

and accrued liabilities 47,650 ( 23,267) 
Transfer to \ (from) LIPA ( 9,000) 9,000 
Other 593 586 
Net c shovrbvidedby operanactivities 497,891 365,01 

The accompanying notes are an integral part ofthesefinancial statement.
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FINANCIAL STATEMENTS

Note A - General.  
The Power Authority of the State of New York (Authority) is a corporate 
municipal instrumentality and political subdivision of the State of New 
York (State) rreated by the Legislature of the State by Chapter 772 of the 
Laws of 193 1, as last amended by Chapter 3 86 of the Laws of 1998.  

The Authority is authorized by the Power Authority Act (Act) to help 
provide a continuous supply of electricity to the people of the State. The 
Authority generates, transmnits and sells electricity principally at wholesale.  
The Authority's primary customers are municipal and rural cooperative 
electric systems, investor-owned utilities, high-load-factor industries and 
other businesses, various public corporations located within the metropol
itan area of New York City, including The City of New York and certain 
out-of-state customers.  

The Authority's trustees are appointed by the Govemnor of the State, 
with the advice and consent of the State Senate, to serve five-year terms.  
The Authority is a fiscally independent public corporation that does not 
receive State funds or tax revenues or credits. It generally finances con
struction of new projects through sales of bonds and notes to investors 
and pays related debt service with revenues from the generation and 
transmission of electricity. Accordingly, the financial condition of the 
Authority is not controlled by or dependent on the State or any political 
subdivision of the State. However, pursuant to the Clean Water/Clean Air 
Bond Act of 1996, the Authority administers a Clean Air for Schools 
Projects program, for which $125 million in Bond Act monies have been 
allocated for effectuation of such program. Under the criteria set forth in 
Governmental Accounting Standards Board (GASB) Statement No. 14, 
"The Financial Reporting Entity," the Authority considers its relationship 
to the State to be that of a related organization.  

Income of the Authority and properties acquired by it for its projects 
are exempt from taxation. However, the Authority is authorized by 
Chapter 908 of the Laws of 1972 to enter into agreements to make pay
ments in lieu of taxes with respect to property acquired for any project 
where such payments are based solely on the value of the real property 
without regard to any improvement thereon by the Authority and where 
no bonds to pay any costs of such project were issued prior to January 1, 
1972.  

Note B - Accounting Policies 
(1) Accounts of the Authority are maintained substantially in accordance 
with the Uniform System of Accounts prescribed by the Federal Energy 
Regulatory Commission (FERC). The Authority complies with all applic
able pronouncements of the GASB. In accordance with GASB Statement 
No. 20, "Accounting and Financial Reporting for Proprietary Funds and 
Other Goverrnental Entities That Use Proprietary Fund Accounting," the 
Authority also complies with all authoritative pronouncements applicable to 
non-governmental entities [i.e., Financial Accounting Standards Board 
(FASB) statements] that do not conflict with GASB pronouncements.  

The preparation of financial statements in conformity with generally 
accepted accounting principles requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the finan
cial statements and the reported amounts of revenues and expenses during 
the reporting period. Actual results could differ from those estimates.  

(2) Utility plant is stated at original cost and consists of amounts 
expended for labor, materials, services and indirect costs to license, con
struct, acquire, complete and place in operation the projects of the 
Authority. Interest on amounts borrowed to finance construction of the 
Authority's projects is charged to the project prior to completion.  
Borrowed funds for a specific construction project are deposited in a capi-

tal fund account. Eamnings on fund investments are held in this fund to be 
used for construction purposes.  

Earnings on unexpended funds are credited to the cost of the related 
project until completion of that project. Utility plant costs are reduced by 
revenues received for power produced (net of expenditures incurred in 
operating the projects) prior to the date of completion. The costs of cur
rent repairs are charged to operating expense, and renewals and 
betterments are capitalized. The cost of utility plant retired and the cost 
of removal less salvage are charged to accumulated depreciation.  

Management assesses the operating efficiency and economic value of 
the Authority's operating facilities on an ongoing basis in light of increas
ing competition in the utility industry.  

(3) During 1998, the Authority implemented a plan to accelerate the 
depreciaoion of its remaining investment in the Indian Point 3 (1P3) 
Nuclear Power Plant ($481 million) through the year 2004 and record 
additional depreciation of $51 million. The Board of Trustees of the 
Authority, which establishes rates, has approved the recovery of this addi
tional annual charge to depreciation in anticipation of increased 
competition, which may have a significant impact on revenues by the 
year 2005. (Generally accepted accounting principles for rate-regulated 
entities permit an additional charge to expense for a cost (a) included in 
rates approved by the regulator and (b) collected from customers during 
the period.) 

Depreciation of all other Authority plant assets is provided on a 
straight-line basis over the estimated useful lives of the various classes of 
plant as determined by independent engineers and includes estimated cost 
of removal, net of estimated salvage value.  

(4) Net electric plant in service at December 31, 1998 and 1997, and 
the related depreciation provisions expressed as a percentage of average 
depreciable electric plant on an annual basis were:

Net 
Electric Plant 

in Service

Average 
Depreciation 

Rate
Type of Plant 1998 1997 1998 1997 

Production: (S in millions) 
Steam S 171.2 $ 185.3 3.2% 3.2% 
Nuclear 845.0 881.4 6.4% 3.3% 
Hydro 781.6 792.5 1.7% 1.7% 

Other 120.6 121.8 2.5% 2.5% 
Transmission 998.8 1,005.8 2.5% 2.5% 
General 171.4 165.0 4.9% 4.9% 

F _$3,088.6 $3,151.8 3.7% 2.7%1 

(5) The amortization of nuclear fuel is provided on a units-of-produc
tion basis. Amortization rates are determined and periodically revised to 
amortize the cost of nuclear fuel over its estimated useful life. The esti
mated costs of disposal of spent nuclear fuel are included in provisions for 
operating expenses (see Note 1). The Authority is providing for the 
decommissioning of its nuclear plants over their estimated useful lives 
(see Note J).  

(6) FAS No. 12 1, "Accounting for the Impairment of Long-Lived Assets 
and for Long-Lived Assets to be Disposed of," requires long-lived and cer
tain other assets to be reviewed for imnpainnent if the carrying amount of an 
asset may not be recoverable. The application of FAS No. 121 had no effect 
on the Authoritys financial position or results of operations in 1998.  

(7) Deferred revenues for 1998 and 1997 of $115.6 mnillion and $121.4 
million, respectively, represent certain billings related to the recovery of

[26 New York Power Authority
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costs that have been deferred and are being amortized over the life of the 
applicable asset.  

The national Energy Policy Act of 1992 (Energy Act) provides, among 
other things, that utilities with nuclear reactors will collectively contribute a 
total of $150 million annually, based upon an assessment, for a period of 15 
years, up to a total of $2.25 billion (in 1992 dollars), for the decommissioning 
and decontamination of the United States Department of Energy (DOE) 
nuclear fuel enrichment facilities. As of December 31, 1998 and 1997, the 
Authority has deferred charges of $15.2 million and $16.9 million, respec
tively, pertaining to the aforementioned assessment, which are being 
recovered from customers. The Authority's remaining liability to the DOE 
for its share of these costs, as of December 31, 1998 and 1997, amounted to 
$30.1 million and $33.3 million, respectively.  

At December 31, 1998 and 1997, deferred charges also included $64.2 mil
lion and $94.5 million, respectively, of energy conservation program costs and 
$15.1 million and $16.2 million, respectively, of fixed gas costs in excess of cur
rent recoveries. These deferred costs are being recovered from customers.  

(8) For purposes of reporting cash flows, cash includes cash and cash 
equivalents and short-term investments with maturities, when purchased, of 
three months or less.  

(9) Debt refinancing charges representing the difference between the 
reacquisition price and the net carrying value of the debt reacquired are 
amortized using the interest method over the life of the new debt or the old 
debt, whichever is shorter, in accordance with GASB Statement No. 23 
(GAS No. 23), "Accounting and Financial Reporting for Refundings of Debt 
Reported by Proprietary Activities." 

(10) Revenues are recorded when billed. Customers' meters are read, and 
bills are rendered, monthly. Wheeling charges are for costs incurred for the 
transmission of power over transmission lines owned by other utilities. Sales 
and purchases of power between the Authority's facilities are eliminated from 
revenues and operating expenses. Energy costs are charged to expense as 
incurred. Sales to three Southeastern New York (SENY) governmental cus
tomers and three investor-owned utilities operating in the State accounted 
for approximately 67 and 64 percent of the Authority's operating revenues in 
1998 and 1997, respectively. The aforementioned SENY governmental cus
tomers have entered into long-term contracts with the Authority through at 
least December 31, 2004 [see Note L(4)].  

(11) Certain prior year amounts have been reclassified to conform with 
the current year's presentation.  

Note C - Bond Resolution 
On February 24, 1998, the Authority adopted its "General Resolution 
Authorizing Revenue Obligations" and, supplemental thereto, the "First 
Supplemental Resolution Authorizing Series 1998 Revenue Bonds" (collec
tively, the "Bond Resolution"). Pursuant to the Bond Resolution, the 
Authority issued on April 15, 1998, its Series 1998 Revenue Bonds in the 
aggregate principal amount of $1,381.9 million. The Authority used the pro
ceeds of the Series 1998 Revenue Bonds, together with the proceeds of the 
Series 4 Notes and other available funds of the Authority, to refund all of the 
Authority's General Purpose Bonds outstanding under the General Purpose 
Bond Resolution, adopted November 26, 1974 (the 1974 Resolution). The 
replacement of the 1974 Resolution with the Bond Resolution gives the 
Authority greater flexibility in the restructured electric utility industry in 
New York State.  

The Bond Resolution covers all of the Authority's projects, which it 
defines as any project, facility, system, equipment or material related to or 
necessary or desirable in connection with the generation, production, trans
portation, transmission, distribution, delivery, storage, conservation, purchase 
or use of energy or fuel, whether owned jointly or singly by the Authority,

including any output in which the Authority has an interest authorized by 
the Act or by other applicable State statutory provisions, provided, however, 
that the term "Project" shall not include any Separately Financed Project as 
that term is defined in the Bond Resolution. The Authority has covenanted 
with bondholders under the Bond Resolution that at all times the Authority 
shall maintain rates, fees or charges, and any contracts entered into by the 
Authority for the sale, transmission, or distribution of power shall contain 
rates, fees or charges sufficient together with other monies available therefor 
(including the anticipated receipt of proceeds of sale of Obligations issued 
under the Bond Resolution or other bonds, notes or other obligations or 
evidences of indebtedness of the Authority that will be used to pay the prin
cipal of Obligations issued under the Bond Resolution in anticipation of such 
receipt, but not including any anticipated or actual proceeds from the sale of 
any Project), to meet the financial requirements of the Bond Resolution.  
Revenues of the Authority (after deductions for operating expenses and 
reserves, including reserves for working capital, operating expenses or com
pliance purposes) are applied first to the payment of, or accumulation as a 
reserve for payment of, interest on and the principal or redemption price of 
Obligations issued under the Bond Resolution and the payment of Parity 
Debt issued under the Bond Resolution.  

The Bond Resolution also provides for withdrawal for any lawful corpo
rate purpose as detennined by the Authority, including but not limited to 
the retirement of Obligations issued under the Bond Resolution from 
amounts in the Operating Fund in excess of the operating, debt service on 
Obligations and Parity Debt issued under the Bond Resolution, and subor
dinated debt service requirements. The Authority has periodically purchased 
Series 1998 Revenue Bonds when available at favorable prices.  

Note D - Cash and Investments 
Investment of the Authority's funds is administered in accordance with the 
applicable provisions of the Bond Resolution and with the Authority's 
investment guidelines. These guidelines comply with the New York State 
Comptroller's investment guidelines for public authorities and were adopted 
pursuant to Section 2925 of the New York Public Authorities Law. The 
Authority's investments have been restricted to (a) collateralized certificates 
of deposit; (b) obligations of the United States Government, its agencies and 
instrumentalities and agreements for the repurchase of such obligations; and 
(c) direct and general obligations of any state or political subdivision, provid
ed that such obligations were rated in either of the two highest rating 
categories by two nationally recognized bond-rating agencies. All invest
ments are held by designated custodians in the name of the Authority.  
Securities that are the subject of repurchase agreements must have a market 
value at least equal to the cost of the investment and interest, and the agree
ments are limited to a maximum fixed term of five business days. At 
December 31, 1998 and 1997, the Authority had investments in repurchase 
agreements of $27.7 million and $8.3 million, respectively. The bank bal
ances were $4.9 million and $4.2 million, respectively, of which $0.3 million 
and $0.2 million, respectively, were covered by Federal depository insurance 
and $4.6 million and $4.0 million, respectively, were uninsured. The unin
sured balance related primarily to amounts in checking accounts for which 
checks had been issued but had not yet cleared.  

A summary of unexpended funds for projects in progress included in 
the Capital Fund and Construction Fund at December 31, 1998 and 1997, 
respectively, is in the Investment Summary.  

The Authority does not engage in securities lending or reverse repur
chase agreements.  

The Authority is authorized to engage in hedging fuel and electricity 
transactions and interest rate swaps (see Note M -Hedging) that are 
considered derivatives under GASB Technical Bulletin 94-1.
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0

Thousands)

1998 1997 
Gross Gross Estimated Gross Gross Estimated 

Unrealized Unrealized Fair Unrealized Unrealized Fair 
SECTION Ia: Cost Gains (i Losses u) Value Cost Gains (2) Losses (2) Value 

Securities included in current assets, restricted funds and unexpended funds on completed projects within the Capital Fund or the Construction Fund, 
.a.sth e .case .m ay b e ............... .................................... ... ....... .... ... ........... ..... .. ... ... ..  

U.S. Government/Agencies S 464,048 S 4,578 ($ 1,544) $ 467,082 $ 553,779. $ 3,732 . ($2,165) $ 565,346 

Other debt securities 41,439 2,321 ( 766) 42,994 78,821 2,609 (2,365) 79,065 
Repurchase agreements 22,700 - 22,700 8,300 - - 8,300 

$ 528,187 S 6,899 ($ 2,310) $ 532,776 $ 640,900 $ 16,341 ($4,530) $ 652,711 
SECTION Ib: 
Unexpended funds for projects in progress included in the Capital Fund or the Construction Fund, as the case may be 
U.S. Govemment/Agencies $ 105,715 $ 1,151 ($ 126) $ 106,740 $ 178,002 $ 1,536 ($ 565) $ 178,973 

Repurchase agreements 5,000 - - 5,000 

$ 110,715 S 1,151 ($ 126) $ 111,740 $ 178,002 $ 1,536 ($ 565) $ 178,973 
Section ITotals $ 638,902 $ 8,050 ($2,436) $ 644,516 $ 818,902 $ 17,877 ($5,095) $ 831,684 
SECTION II: 

Decommissioning Trust Funds (Note J) 

U.S. Government/Agencies S 216,796 S 533 ($ 163) $ 217,166 $ 185,683 $ 1,681 (S 24) $ 187,340 

Other debt securities 201,682 7,374 ( 18) 209,038 214,401 7,115 - 221,516 

Equity securities 136,343 25,493 - 161,836 113,486 3,736 117,222 

Cash and equivalents 22,580 - - 22,580 22,481 63 22,544 

$ 577,401 $ 33,400 ($ 181) $ 610,620 $ 536,051 $12,595 ($ 24) $ 548,622 
SECTION III: 
Petroleum Overcharge Restitution (POCR) Funds and Clean Air for Schools (CAS) Projects Funds (Note K) 

U.S. Government/Agencies S 61,732 $ 560* (S 93) $ 62,199 $ 52,486 $ 1,064* ($ 1) $ 53,549 

Cash and equivalents 180 - - 180 1 -

$ 61,912 $ 560 (S 93) $ 62,379 $ 52,487 $ 1,064 ($ 1) $ 53,550 

Thals for Sections 
1,11 & IlI S 1,278,215 S 42,010 ($ 2,710) $ 1,317,515 $1,407,440 $31,536 ($5,120) $1,433,856 

Recondliation to Balance Sheet Amounts**: 
1.Restricted Funds: Investment in nuclear 

decommissioning trust fund (Section I) $ 610,620 $ 548,622 

2. Restricted Funds: Investment in POCR Funds 
and CAS Projects Funds (Sect I) 62,379 53,550 

3. Restricted Funds: Operating Fund and other 20,168 337,040 

4. 'Restricted Funds: Investment in securities 693,167 939,212 

5. **Construction Funds: Investment in securities 129,115 186,716 

6. **Current Assets: Investment in securities 495,233 307,928 

7. Sum of lines 3,5 & 6: Total of Section I 644,516 831,684 

. Sum of lines 4, 5 & 6: Total of Balance Sheet Amounts $1,317,515 $ 1,433,856 
Realized Gains and Losses (1), (3) SECTION Ia SECTION lb SECTION I SECTION III SECTION Ia SECTION lb SECTION II SECTION IN 
Realized Gains $8,068 $ 829 $12,749 $263 $2,722 $ 86 $21,090 $ 11 

Realized Losses ( 2,032) (380) ( 3,038) ( 1) ( 997) (213) (13,898) ( 6) 
*An unrealized net gain on investments of$241 and $508 in the CAS Project Funds was reflected as an adjustment to the CAS Projects liability account in 1998 and 1997, respectively.  

1998 FOOTNOTES: 

(1) Realized and unrealized gains and losses on investnents in these funds were recognized as investment income beginning in 1998 in accordance with GAS No.31, 'Accounting and Financial Reporting for Certain 
Invesments and for External Investment Pools."

1997 FOOTNOTES: 

(2) Unrealized gains and losses on investments in these funds were recognized as follows: 
Section la & IH - included as an adjustment to Accumulated Net Revenues Employed in the Business.  
Section lb - reflected as an adjustment to construction in progress.  
Section I - reflected as adjustments to liability for nuclear plant decommissioning.

(3) Realized gains and losses on the sale of investments in these funds were recognized as follows: 
Section Ia & III - recognized as invesment income.  
Section lb - reflected as an adjustment to construction in progress.  
Section II - reflected as adjustments to liability for nuclear plant decommissioning.
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Summary of Maturities (4): 

(an Tbousana6)

SECTION I 
Etimated 

Fair

SECTION II 
Estimated 

Fuir

1998 
SECTION III 

Estumated 
Fate

SECTION I 
Estimated 

Fair

SECTION II 
Eatimoated 

Fuir

SECTION III 
Estimated 

Fair
Than TO Cost Value Cost Value Cost Value Cost Value cost Value Cost Value 

0 1 year $241,916 $242,393 S 27,107 $27,098 $54,108 $54,503 $245,701 $246,349 $ 16,818 $16,818 $52,487 $53,550 
I year 5 years 226,946 229,365 71,367 71,907 7,804 7,876 216,502 221,923 81,753 82,362 -

5 years 10 years 89,706 92,547 73,539 73,340 - - 286,791 289,099 26,172 26,708- 
10 years onward 80,338 80,211 269,045 276,439 - - 69,901 74,313 308,041 315,731- 

Common Stock - - 126,124 151,007 - -- - 103,267 107,003- 
Nonconverible Preferred 10,219 10,829 - - -

i $638,906 $644,516 $577,401 $610,620 $61,912 $62,379 $818,902 $831,684 $536,051 $548,622 $52,487 $53,550 

(4) The cost and estimtnaed fir value of these tovestmerots, by stated mtonorides, are shown tointhis schedule. Actual maturities are likely to differ from seated maturities since the issuera of certain securities have the 
right to prepay obligations without penalty.

Note E - Pension Plans, Other Retirement Benefits, Deferred 
Compensation and Savings Plans 

Pension Plans: 
Substantially all employees of the Authority are members of the New York 
State and Local Employees Retirement System (System), which is a cost
sharing, multiple-public-employer defined-benefit pension plan.  
Membership in and annual contributions to the System are required by 
the New York State Retirement and Social Security Law. The System 
offers plans and benefits related to years of service and final average salary, 
and, effective July 17, 1998, all benefits generally vest after five years of 
accredited service.  

For personnel who became members of the System prior to July 2 7, 
1976, the Authority contributes the entire amount determined by the 
System to be payable. Gross salaries, for Federal income tax purposes, of 
personnel who joined the System after July 27, 1976, are reduced by 3 per
cent. The aggregate amount of these reductions, together with any balance 
payable to the System, is contributed to the System by the Authority 

The Authority's contributions to the System are paid in December of 
each year on the basis of the Authoritys estimated salaries for the System's 
fiscal year ending the following March 3 1. Contributions are made in 
accordance with funding requirements determined by the actuary of the 
System.  

After a 1990 State law that required changes in the actuarial calcula
tions made by the System was ruled unconstitutional, the State 
Comptroller implemented a plan that restored the aggregate cost method 
with a cap on contribution rates for the four years ending Match 3 1, 1998.  
After March 31, 1998, the aggregate cost method was applied without a 
cap. Under this plan, the Authority's required contributions to the System 
were $1.4 million, $2.6 million and $6.0 million for the years ended March 
31, 1999, 1998 and 1997 (100% paid on or about December 15, 1998, 
1997 and 1996), respectively.  

For detailed information concerning the System, refer to the State of 
New York Comprehensive Annual Financial Report of the Comptroller 
for the fiscal year ended March 31, 1998.

Post -retirement Benefits: 
The Authority provides certain health care and life insurance benefits for 
eligible retired employees and their dependents. Employees and/or their 
dependents become eligible for these benefits when the employee has 10 
years of service and retires or dies while working for the Authority.  
Approximately 625 participants were eligible to receive these benefits at 
December 31, 1998. The cost of these benefits is charged to expense as 
paid and totaled $3.5 million and $3.2 million for the years ended 
December 31, 1998 and 1997, respectively. The Authority accrues the cost 
of unused sick leave payable upon retirement.  

Deferred Compensation and Savings Plans: 
The Authority offers employees a deferred compensation plan created in 
accordance with Internal Revenue Code, Section 457. This plan permuits 
participants to defer a portion of their salaries until future years. Amounts 
deferred under the plan are not available to employees or beneficiariea 
until termination, retirement, death or unforeseeable emergency.  

The Authority also offers salaried employees a savings plan created in 
accordance with Internal Revenue Code, Section 40 1(k). The Authority 
matches contributions of employees with a minimum of one year's service 
up to limits specified in the plan, and such matching contributions totaled 
$3.5 million and $3.4 million for 1998 and 1997, respectively.  

Independent trastees are responsible for the investment and manage
ment of 457 (effective the beginning of 1999) and 401(k) plan assets under 
the direction of a committee of union representatives and a committee of 
employees, respectively.  

The asset and liability accounts relating to the 457 plan were removed 
from the Authority's balance sheet as of December 31, 1998.
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Note F - Long-term Debt 
A summary of the Series 1998 Revenue and General Purpose Bonds payable at December 31, 1998 and 1997, follows:

1998 
Amount

Term Bonds 

Term Bonds 

Term Bonds 

Term Bonds 

Serial Bonds 

Serial Bonds 

Term Bonds 

Term Bonds 

Term Bonds 

Serial Bonds 

Term Bonds 

Term Bonds 

Term Bonds 

Serial Bonds 

Term Bonds 

Term Bonds 

Serial Bonds 

Serial Bonds 

Term Bonds 

Term Bonds 

Serial Bonds 

Revenue Bonds 

Revenue Bonds 

Revenue Bonds

1997 
Amount 

$ 47,485,000 

35,005,000 

44,310,000 

82,110,000 

163,785,000 

340,000 

47,775,000 

119,770,000 

45,385,000 

72,885,000 

8,970,000 

41,175,000 

7,515,000 

75,975,000 

56,785,000 

81,155,000 

68,330,000 

92,450,000 

117,385,000 

149,375,000 

589,590,000

$ 350,860,000(a) 

499,410,000(b) 

135,035,000(a)

Maturity 
January 1

2008 

1999 to 2005 

1999 

2011 

2018 

2020 

1999 to 2007 

2012 

2019 

2020 

1999 to 2007 

2012 

2023 

1999 to 2007 

1999 to 2007 

2014 

2018

Interest Rate(a) 

6.000% 

5.000% 

5.750% 

6.500% 

6.1% to 6.700% 

6.6% to 6.700% 

6.500% 

6.750% 

6.000% 

5.9% to 6.250% 

6.625% 

6.500% 

5.500% 

5.5% to 6.500% 

6.375% 

6.250% 

5.2% to 6.300% 

5.2% to 6.300% 

5.000% 

5.250%

1999 to 2011 3.6% to 5.125%

02115/2002 to 2016 

11/15/2011 & 2015 

02/15/1999 to 2018

4.1% to 5.5% 

6.05% to 6.11% 

4.0% to 5.25%

Earliest 
Redemption 

Date 
Prior to 

Maturity (c)

1/1/1994 

1/1/1996 

1/1/1996 

1/1/1998 

1/1/2001

1/1/2002 

1/1/2002 

1/1/2002 

1/1/2003 

2/15/2008 

(0 
2/15/2008

aelnes 199o D Rievenue DonUs rt7,3owuuo3a) UL1ItIJYtoy 1O tV JO. O O U.ZtO-/O 

1,334,690,000(e) 1,947,555,000(e) 

Plus: Unamortized premium 8,700,000 
Less: Unamortized discount - 38,360,000 

Deferred refinancing costs 79,935,000 21,459,000 

1,263,455,000 1,887,736,000 

Less: Due within one year 110,030,000 73,825,000

(a) Interest on the General Purpose Bonds is payable semoiantually on January I and July 1; interest on the Series 1998 AC and D Revenue Bonds is due on Febrtary 15 and August 15.  
(b) Interest on the Series 1998 B Revenue Bonds is due on May IS and November 15.  
(c) Bonds are subject to redemption prior to maturity in whole or in pan as provided in the supplemental resolutions authorizing the issuance of each series of bonds, beginning for each series on the date indicated, at 
principal amount or at various redemption prices according to the date of redemption, together with accrued interest to the redemption date. Annual maturities for the next five calendar years are as follows: 1999, 
$110.0 million; 2000, $88.9 million; 2001,$331.8 million (see Note (0 below); 2002, $349.7 million (see Note (0 below); and 2003, $93.7 million.  
(d) In December 1991, in order to achieve debt service savings, the Authority issued $298.8 million principal amount of General Purpose Bonds, Series Z, to refund previously issued bonds. A portion of the proceeds of 
this issue was used to establish an irrevocable escrow deposit in the amaunt of $54.3 million, which was invested in non-interest-bearing direct obligations of the United States of America and was to be used to pay a por
non of the principal and interest on Series Z Bonds matnning January 1, 2000. Subsequently, Series Z Bonds were retired early in 1998 (See Note G).  
(e) At December 31, 1998 and 1997, the current market value of these bonds was approximately $1.37 billion and $2.04 billion, respectively. Market values were obtained from a third-party pricing service that utilized a 

matrix pricing model.  
(1 Mandatory tenders of the Series 1998 B Revenue Bonds in accordance with the Bond Resolution in the amount of $242.4 million and $257.0 million, respectively, are required on November 15, 2001 and November 
15, 2002. Thes amounts are reflected in the five-year maturities schedule in (c) above.  

In prior years, the Authority defeased certain General Purpose Bonds by placing the proceeds of new bonds in an irrevocable mist to provide for all future debt service payments on the old bonds. Accordingly, the trust 
account assets and the liability for the defensed bonds are not included in the Authority's financial statements. At December 31, 1998 and 1997, $2.3 billion and $1.23 billion, respectively, of bonds outstanding were con
sidered defeased.
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Summary of Commercial Paper (Long-term portion)

December 31, 1998 December 31, 1997

Notes Interest Rate at
(In Thouands) 1998 1997 12/31/98 12/31/97 

Due March 1, 2007 $ 41,445 $ 44,520 3.45% 3.75% 
Due March 1, 2016 75,000 75,000 3.45% 3.75% 
Due March 1, 2020 75,000 75,000 3.45% 3.75% 

$191,445 194,520 
Less: due within 
one year 3,320 3,075 

$188,125 $191,445 

Annual maturities for the nest five calendar years am as follows: 1999, $3.3 million; 2000, $3.6 million; 

2001, $3.9 million; 2002, $4.2 million and 2003, S4.5 nillion.  

In accordance with the Adjustable Rate Tender Note Resolution adopt
ed April 30, 1985 (Note Resolution), the Authority may designate a rate 
period of different duration, effective on any rate adjustment date. The 
Remarketing Agent appointed under the Note Resolution determines the 
rate for each rate period, which in the agent' opinion is the minimum rate 
necessary to remarket the Notes at par. The Notes may be tendered to the 
Authority by the holders on any adjustment date. The next rate adjust
ment date is March 1, 1999.  

The Authority has entered into a revolving credit agreement 
(Agreement) with a syndicate of banks to provide a supporting line of 
credit. Under the Agreement, which terminates on September 5, 2001, the 
Authority may borrow up to $191.5 million for the purpose of repaying, 
redeeming or purchasing the Notes. The Agreement provides for interest 
on outstanding borrowings (none outstanding at December 31, 1998 and 
1997) at either (i) a rate based on the London Interbank Offered Rate or 
(ii) the agent bank's prime commercial lending rate as in effect from time 
to time or the Federal Funds Rate plus a percentage, whichever is higher.  

In accordance with the Note Resolution, a Note Debt Service Reserve 
account has been established in the amount of $20 million.

(In Millions) Availability Outstanding Availability Outstanding 

CP (Series 2)* $300.0 $300.0 $300.0 $300.0 
CP (Series 3)** 350.0 83.6 350.0 236.6 
CP (Series 4)*** 275.0 271.6 

$925.0 $655.2 $650.0 $536.6 
Less: due within 

one year 52.6 

$602.6 $536.6 

Annual maturities for the next five calendar years are as follows: 1999, $52.6 million; 2000, $37.4 million; 

2001, $8.8 million; 2002, $9.4 million and 2003, $46.6 million (see Note H).  

Interest excluded from gross income for federal income tax purposes. Average interest rate for 1998 

was 3.46 percent. Matures 2003 to 2008.  

Interest not excluded from gross income for federal income tax purposes. Average interest rate for 

1998 was 5.58 percent. Matures 1999 to 2000.  
Interest not excluded from gross income for federal income tax purposes. Average interest rate for 

1998 was 5.54 percent. To be converted to tan-exempt status in March 1999. Matures 2000 to 2020.  

Adjustable Rate Tender Notes (Notes) outstanding at December 31 were:
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Note G - Bond Defeasance 
(1) 1998 Refinancing 
Fulfilling the objective of restructuring its debt (see Note C), the 

Authority completed the refunding of all of its outstanding General 
Purpose Bonds on April 15, 1998. To accomplish the refunding, the 
Authority sold $272 million in commercial paper and issued four Series of 
1998 Revenue Bonds. The four Series of 1998 Revenue Bonds consisted 
of: $362 million of tax-exempt Series 1998 A Bonds; $500 million of feder
ally taxable Series 1998 B Bonds; $150 million of tax-exempt Series 1998 
C Bonds; and $370 million of federally taxable Series 1998 D Bonds (see 
Note F for maturities and interest rates).  

As a result of the refunding and the deposit with the Escrow Agent, the 
Series N, T, U, W, X, Y, Z, AA, BB and CC Bonds that were refunded are 
deemed to have been paid pursuant to the 1974 Resolution, and they cease 
to be a liability of the Authority. Accordingly, the refunded bonds (and 
the related deposit with the Escrow Agent) are excluded from the 
Balance Sheet.  

The Authority expects to realize gross debt service savings from this 
debt restructuring program of approximately $700 million over the life of 
the bonds, with annual savings of between $25 million and $35 million.  
The 1998 and 1997 portions of the refunding program produced econom
ic gains (the present value of the debt service savings, adjusted for 
additional cash paid) of approximately $135 million and $122 million, 
respectively.  

A debt refinancing charge of $87.2 million resulted from this transac
tion because of the difference ($36.7 million) between the total cash 
deposited with the Escrow Agent and the principal amount of the refund
ed Series bonds, plus the unamortized discount and expense pertaining to 
the refunded bonds ($50.5 million). In accordance with the provisions of 
GAS No. 23, $74.4 million has been deferred and is shown in the Balance 
Sheet as Debt Refinancing Charges and will be amortized over the lives of 
the new bonds and notes. The remaining $12.8 million, attributable to the 
cash contributed from the bond reserve account under the 1974 
Resolution to the escrow deposit account, is presented as an extraordinary 
item in the Statement of Net Revenues. In addition, a loss of $5.7 million 
was experienced due to the early retirement of Series Z bonds, bringing 
the total extraordinary item to $18.5 million.  

(2) 1997 Refinancing 
The initial step in the refinancing took place in December 1997 when the 

Authority issued a total of $536.6 million in tax-exempt and taxable com
mercial paper to refund its Series V General Purpose Bonds and various 
bonds associated with its James A. FitzPatrick OAF) Nuclear Power Plant 
and Blenheim-Gilboa Pumped Storage Power Project.  

As a result of the refunding and the deposit with the Escrow Agent, the 
Series T, V, Z, and CC Bonds that were refunded are deemed to have been 
paid pursuant to the 1974 Resolution, and they cease to be a liability of the 
Authority. Accordingly, the refunded bonds (and the related deposit with 
the Escrow Agent) are excluded from the Balance Sheet.  

A debt refinancing charge of $24.5 million resulted from this transac
tion because of the difference ($10.4 million) between the total cash 
deposited with the Escrow Agent and the principal amount of the refund
ed bonds, plus the unamortized discount and expense pertaining to the 
refunded bonds ($14.1 million). In accordance with the provisions of GAS 
No. 23, $21.5 million has been deferred and is shown in the Balance Sheet 
as Debt Refinancing Charges and will be amortized. The remaining $3.0 
million, attributable to the cash contributed from the bond reserve 
account to the escrow deposit account, is presented as an extraordinary 
item in the Statement of Net Revenues.
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Note H - Short-term Debt 
Master notes and commercial paper (CP) outstanding were as follows: 

December 31, 1998 December 31, 1997 
(an Millions) Availability Outstanding Availabitity Outstanding 

Master Notes $150.0 $61.3 $150.0 $ 61.3 
CP (Series 1) 300.0 197.9 300.0 187.8 

$450.0 $259.2 $450.0 $249.11 

Master Notes 
Under a $150 million master note arrangement with a bank expiring 
February 1, 2000, the Authority can issue short-term notes, payable on 
demand. Under the arrangement, the proceeds of the notes may be used 
to finance the costs of fuel and energy conservation programs and of con
struction of any project designated pursuant to the 1974 Resolution and 
the repayment of any obligations issued for such purposes. Interest is com
puted based on a rate adjusted weekly and applied to the daily principal 
amount outstanding.  

These master notes were issued in prior years to fund a portion of the 
construction cost of the Authority's small hydroelectric facilities.  

Commercial Paper 
Under the Commercial Paper Note Resolution adopted June 2 8, 1994, as 
last amended on January 2 6, 1999, the Authority may issue from time to 
time a separate series of notes maturing not more than 270 days from the 
date of issue, up to a maximumn amount outstanding at any time of $350 
million (Series 1); $300 million (Series 2); $350 million (Series 3); and 
$220 million (Series 4).  

The proceeds of the Series 1 notes have been and shall be used to 
finance the Authority's current and future energy conservation programs 
and for other corporate purposes, including refunding short-term notes.  

The proceeds of the Series 2, 3 and 4 notes were used to refund 
General Purpose Bonds and may be used for other corporate purposes. It 
is the Authority's intention to refinance Series 2, 3 and 4 notes as they 
mature so that their ultimate maturity dates will range from 1999 to 2020, 
as indicated in Summary of Commercial Paper in Note F.  

During 1998 and 1997, the Authority issued $10.1 million and $29.2 
million, respectively, of commercial paper notes and had $197.9 million 
and $187.8 million of commercial paper notes outstanding, and classified 
as short-term debt, at December 31, 1998 and 1997, respectively.  

The Authority has two lines of credit under revolving credit agree
ments to provide liquidity support for the commercial paper notes, with 
two syndicates of banks for $575 million, for the Series 1 and Series 4 
commercial paper notes, and $400 million, for the Series 2 and Series 3 
commercial paper notes. These agreements extend to April 14, 1999 and 
November 9, 1999, respectively. As of December 3 1, 1998 and 1997, no 
borrowings have been made under these revolving credit agreements.  

Master note and commercial paper obligations are subordinated to the 
Series 1998 Revenue Bonds and Adjustable Rate Tender Notes.  

Note I - Nuclear Fuel Disposal 
In accordance with the Nuclear Waste Policy Act of 1982, the Authority 
in June 1983 entered into a contract with DOE, under which DOE, com
mencing not later than January 3 1, 1998, would accept and dispose of 
spent nuclear fuel. However, it appears unlikely that DOE will accept 
any spent nuclear fuiel from the Authority or others before 2010. The 
contract provides that the Authority will pay quarterly to DOE a fee 
based on nuclear generation and sales of electricity at a specified rate from 
April.7, 1983.

In addition, the contract requires the payment to DOE of a one-time 
fee relating to spent nuclear fuel discharged prior to April 7, 1983, and for 
in-core spent fuel on that day. As permitted by the contract, the Authority 
currently intends to pay this one-time fee of $58.7 million, together with 
interest accrued thereon from April 7, 1983, when the Authority first ships 
spent nuclear fuel to an approved DOE disposal facility. As of December 
31, 1998 and 1997, the liability to DOE related to the one-time fee, 
including accrued interest from April 7, 1983, totaled $155.2 million and 
$147.5 million, respectively.  

In November 1998, the U.S. Supreme Court declined to review a 1997 
Circuit Court of Appeals ruling that denied certain utilities' and state reg
ulators' requests that DOE accept the waste. The Circuit Court ruling by 
the federal appeals cnurt in Washington, D.C., held that mere unavailabili
ty of a repository was not sufficient reason to relieve DOE of its obligation 
to dispose of the waste. The court, however, refused to direct DOE to take 
the waste based upon its finding that this involved a contract issue over 
which the court would not take jurisdiction. The utilities are now seeking 
monetary damages directly from the Federal Government or through 
actions in the U.S. Court of Claims.  

Note J - Nuclear Plant Decommissioning 
The Authority has established a decommissioning trust fund for each of its 
nuclear plants in accordance with Nuclear Regulatory Commission (NRC) 
rules requiring reactor operators to certi that sufficient funds, in 
amounts not less than certain prescribed minimums, will be available for 
decommissioning. These mninimumn amounts, which represent only the 
decontamination portion of the total cost, were $286 million and $347 
million, in 1998 dollars, for IP3 and JAE, respectively. These funds must 
be segregated from the licensee's assets and outside of its, administrative 
control. Current projections indicate that the amounts deposited in its 
decommissioning trust through December 31, 1998, will be sufficient to 
meet current NRC-required minimum amounts at the end of the plants' 
useful lives. If such NRC-required minimums should increase, the 
Authority expects to deposit additional funds into the decommissioning 
trust to meet the revised requirements. The Authority currently expects 
decommissioning to commence in 2021 for 1P3 and 2032 for JAE The 
annual provision for decommissioning ($42.8 mnillion and $70.5 million for 
1998 and 1997, respectively) included in the Statement of Net Revenues is 
based on the estimated total cost of decommissioning, including deconta
muination, demolition and site restoration, adjusted for the actual yield on 
segregated funds. The total cost of deconunissioning is estimated to be 
$413 million and $487 million in 1998 dollars, for 1!P3 and JAFE respective
ly. The Balance Sheet includes liabilities of $592.7 million and $529.4 
million, respectively, as of December 31, 1998 and 1997, representing 
cumulative provisions recorded to date.  

The nuclear decommissioning funds (Section II, Investment Summary, 
in Note D) are held in trust and are managed by two professional invest
ment management firms. The trust allows for investment in a broad range 
of government, corporate and foreign securities and permits the use of 
futures and foreign currency contracts. Securities rated A are limited to 
20% of the total fixed income portfolio; however, the overall rating of the 
fixed income portion of the portfolio must be AA. Up to 2 5% of the assets 
(at cost) may be invested in a diversified portfolio of equity securities.  

The allowable investments include a number of different types of deriv
ative securities that may be purchased to increase yield, control risk and 
hedge currency fluctuations. At December 31, 1998 and 1997, respectively, 
the decommnissionting trust funds had approximately 18 and 14 percent of 
their holdings in Collateralized Mortgage Obligations (CMOs); and the
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fair value of such investments was $108.0 million and $117.8 million, 
respectively. The par value of the CMOs at December 31, 1998 and 1997, 

* was $108.2 million and $118.3 million, respectively. During these years, 
the funds held amounts up to 5 percent of their value in forward foreign 
currency contracts. The investment managers may use Treasury Bond 
Futures to increase or decrease the duration of the portfolio, but their use 

* is limited to 10 percent of the market value of the portfolio. The trust 
funds may invest up to 20 percent of their market value in foreign curren
cy denominated bonds. The trust fund managers are required to use 

* forward foreign currency contracts to lock in the expected yield on the 
amounts that exceed 5 percent of the market value of the fund. Foreign 
currency exchange contracts at December 31, 1998 and 1997, were valued 
at ($0.01) million and $0.2 million, respectively.  

Investments in the decommissioning trust funds at December 31, 1998 
and 1997, are summarized in the Investment Summary, in Note D.  

Note K - Petroleum Overcharge Restitution (POCR) Funds and 
* Clean Air for Schools (CAS) Projects Funds 

Legislation enacted into State law from 1995 to 1997 authorizes the 
Authority to utilize $50.4 million in petroleum overcharge restitution 

* (POCR) funds and $0.6 million in other State funds (Other State Funds), 
to be made available to the Authority by the State pursuant to the legisla
tion, for a variety of energy-related purposes, with certain funding 
limitations. The legislation also states that the Authority "shall transfer" 
equivalent amounts of money to the State prior to dates specified in the 
legislation. The use of POCR funds is subject to comprehensive Federal 
regulations and judicial orders, including restrictions on the type of pro
jects that can be financed with POCR funds, the use of funds recovered 

* from such projects and the use of interest and income generated by such 
funds and projects. Pursuant to the legislation, the Authority is utilizing 
POCR funds and the Other State Funds to implement various energy con
servation programs that have received all necessary approvals.  

The disbursements of the POCR funds and the Other State Funds to 
the Authority, and the Authority's transfers totaling $51 million from its 
General Reserve Account to the State to date (of which $8.0 million was 
transferred in March 1998), took place in May 1996, April 1997 and 
March 1998. In December 1998, the Authoritys Trustees authorized the 
transfer of $2.2 million to be withdrawn from the Operating Fund to the 
State in exchange for POCR funds to be made available to the Authority 
by the State pursuant to legislation enacted into law in 1998, conditioned 
upon the execution of an agreement between the Authority and the State 
governing the transfer. The POCR funds are included in restricted funds 
in the Balance Sheet. The funds are held in a ieparate escrow account, and 
the Authority invests the funds until they are utilized.  

The New York State Clean Water/Clean Air Bond Act of 1996 made 
available $125 million for Clean Air for Schools projects (CAS Projects) 
for elementary, middle and secondary schools, wAith the Authority autho
rized to undertake implementation of the CAS Projects program. The 

* CAS Projects are designed to improve air quality for schools and include, 
but are not limited to, projects that replace coal-fired fumnaces and 
heating systems with furnaces and systems fueled with oil or gas. In July 
and October 1998, and in March 1997, $29.7 million and $22 million, 

* respectively, were transferred to the Authority and held in an escrow 
account (Section III, Investment Summary, in Note D) for the CAS 
Projects program.

Note L - Commitments and Contingencies 
(1) Competition 
The electric utility indusory, including the utility industry in New York 
State, is undergoing a fundamental transformation intended to lead to a 
more competitive environment through changes in Federal and state laws 
and actions by regulatory bodies that would permit competition for sales 
of electricity at the wholesale and, ultimately, at the retail level. In addi
tion, the restructuring has brought, and is expected to bring, industry 
mergers and acquisitions, open-access transmission service -and competi
tion among utilities, marketers and the independent power producers in 
the sale of power and energy.  

Currently, the Authority is a provider of low-cost power and energy in 
New York State. To maintain its position mn this changing environment, 
the Authority is taking a variety of actions.  

First, the Authority is restructuring its long-term debt through open
market purchases and refundings, which program has resulted in, and is 
expected to continue to result in, cost savings and increased marketing 
flexibility (see Note G). Since December 31, 1994, the Authority has 
reduced its total debt by $1.16 billion, or 33 percent.  

The Authority expects to continue acceleration of debt retirement to 
the extent funds are available and not needed for other Authority expenses 
or reserves. During 1998, the Authoritys Trustees authorized the use of up 
to $100 million for the open-market purchase of Series 1998 Revenue 
Bonds and Notes to the extent funds are determined to be available for 
such purpose. That authorization was fully utilized and the Authutitys; 
Trustees subsequently authorized the use of up to $200 million additional 
for this purpose.  

Second, the Authority is taking steps to improve the performance of its 
two nuclear facilities, WP3 and JAF, and is considering the advisability and 
practicality of entering into the New York Nuclear Operating Company 
(NYNOC) arrangement to achieve economies of scale and cost effective
ness. The Authority also intends to operate its nuclear plants on a 
two-year refueling basis to achieve cost savings.  

Third, the Authority has negotiated modifications to the existing power 
sales agreements with substantially all of its SENY governmental cus
tomers [see (4) Long-term Contracts below].  

The Authority has also negotiated modifications to existing power sales 
arrangements with 87 business customers served by power and energy 
from the JAF plant, as augmented by other Authority resources, which 
would extend the customers' purchases of Authority power and energy to 
either 2005 or 2007 and under which the Authority would provide the cus
tomers wvith rate discounts and other compensation and would forego 
certain rate adjustments rights over the term of the agreements. These 
agreements would encompass approximately 337 megawatts of JAF power 
and account in 1999 for an estimated $85 million in annual revenues.  

Fourth, the Authority contended in the New York State Public Service 
Commission (PSC) proceedings dealing with the restructuring of the New 
York State electric utility industry that Authority customers should not 
bear the burden of New York investor-owned electric utility stranded costs 
and has succeeded in this effort for certain of its customers in several of 
these proceedings.  

Fifth, the Authority has commenced negotiations with interested enti
ties concerning its upcoming application for the relicensing of the St.  
Lawrence-FDR project and has commenced efforts for the reficensing of 
the Niagara project.  

Sixth, the Authority continues to identify and implement cost contain
ment and reduction measures.  

Finally, the Authority's projected debt issuance for capital expenditures
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for the period 1999-2003 is estimated to be $120 million, with the remain
ing funding for capital requirements coming from internal funds and 
customer receipts.  

In addition to the developments described above, the Power for Jobs 
Program has been implemented under legislation enacted in 1997 and 
1998 [see (5) Power for Jobs below].  

However, weighing against these factors are various limitations placed 
on the Authority's ability to market its power and energy, including provi
sions of the Act which restrict the marketing of IP3 and Poletti generating 
plant output and JAF output, restrictions under State and Federal law as to 
the sale and pricing of a large portion of the output from the Niagara and 
St. Lawrence-FDR projects, and restrictions on marketing arising from 
Federal tax laws and regulations.  

The Authority can give no assurance that any of the forgoing actions to 
maintain its existing competitive position will be continued, completed or 
implemented, as the case may be. Nor can there be any assurance given 
that even with these measures the Authority would not lose customers in 
the future as a result of the restructuring of the New York State electric 
utility industry and the emergence of new competitors or increased com
petition from existing competitors.  

(2) Transmission System Purchase Proposal 
Although not under the regulatory oversight of the PSC, on October 1, 
1996, the Authority submitted to the PSC the Authority' proposal for 
restructuring New York's electric utility industry. The Authority proposed 
the establishment of a single owner and operator of the transmission sys
tem in New York, with the Authority to become the owner and operator 
of all of New York's high-voltage transmission lines to provide ratepayer 
savings, improve reliability of service and facilitate the move to customer 
choice. To accomplish this, the Authority proposed to purchase all of the 
transmission facilities at a price above the facilities' book value, with the 
increment to be used for reducing the utilities' stranded investments aris
ing from restructuring. The Authority would issue taxable bonds, which 
could be bonds issued under the Bond Resolution, the principal amount 
not to exceed $4.4 billion, to effectuate the purchase. In light of changed 
circumstances and the Authority's participation in the development of the 
statewide Independent System Operator (ISO) Proposal [see (3) Statewide 
ISO Proposal below], the Authority is reviewing all aspects of the trans
mission system purchase proposal. The Authority is unable to predict 
whether such transmission system purchase proposal will be effectuated.  

(3) Statewide ISO Proposal 
In 1997, pursuant to FERC Order 888, the seven investor-owned electric 
utilities (the IOUs) in New York, which included the Long Island Lighting 
Company (LILCO), undertook, with the Authority, to develop an arrange
ment for providing non-discriminatory open-access transmission over all 
of the electric transmission lines in New York. The IOUs and the 
Authority composed the New York Power Pool (NYPP). Upon the 
takeover of the LILCO transmission and distribution system by the Long 
Island Power Authority through the acquisition of the system by its whol
ly-owned subsidiary, doing business as LIPA (hereinafter such subsidiary 
shall be referred to as LIPA), LIPA assumed membership in the NYPP 

As a result of this effort, the seven IOUs and the Authority filed a pro
posal in 1997 with FERC to provide open access to their transmission 
lines (as most recently revised in October 1998, the Proposal). Under the 
Proposal, the six remaining IOUs (the Remaining IOUs) and the 
Authority would form a not-for-profit corporation, the ISO, which would 
have responsibility for the operation of most of the transmission lines of 
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the Remaining IOUs and all of the transmission lines of the Authority 
except the Authority's Long Island Sound Cable (LISC) Project. Under 
normal circumstances, the ISO would not be expected to operate or sched
ule the use of transmission facilities owned by LIPA. The Proposal also 
contemplates the formation of a separate corporate entity (the Reliability 
Council) which would establish safety and reliability standards for all 
entities, including the ISO, engaging in electric power transactions on 
the ISO's transmission system. If implemented, the ISO would replace 
the NYPP.  

The ISO would be responsible for scheduling the use of the transmis
sion lines and collecting fees from transmission customers. Each IOU and 
the Authority would retain owhership, and would be responsible for main
tenance, of their respective transmission lines. All customers of the ISO 
would pay fees to the ISO. Each such customer would also pay a separate 
fee for the benefit of the Authority that is designed to assure that the 
Authority will recover its entire annual transmission revenue requirement.  
The Authority's annual transmission revenue requirement would be sub
ject to review by FERC. If the ISO does not maintain a FERC-accepted 
tariff which provides for fll recovery by the Authority of its annual trans
mission revenue requirement, the Authority would be permitted to 
withdraw from the ISO and the arrangement contemplated by the 
Proposal on 90 days' notice to the other parties to the arrangement. In 
addition, any of the Remaining IOUs and the Authority may withdraw 
from the arrangement contemplated by the Proposal on 90 days' notice to 
the Board of Directors of the ISO, but, in the case of a Remaining IOU, 
such withdrawal is conditioned upon the effectiveness of an "open access" 
transmission facilities tariff on file with FERC.  

The effectiveness of the Proposal is conditioned, among other things, 
upon approval of the Proposal by FERC, including the full recovery of the 
Authority's annual transmission revenue requirement, and a determination 
by the United States Internal Revenue Service (IRS) that participation in 
the arrangement contemplated by the Proposal will not adversely affect 
the Federal-tax-exempt status of any obligations issued by the Authority 
nor adversely affect its ability to issue future tax-exempt obligations. The 
Proposal is further premised on each of the Remaining IOUs being able to 
fully recover the compensation paid to the Authority from the IOUs' 
transmission and retail customers and any necessary regulatory approvals 
for such full recovery being granted by the PSC and FERC.  

The Proposal was partially accepted by FERC in June 1998. FERC 
approved the ISO generally and the Reliability Council, but returned the 
matter to the Remaining IOUs and the Authority to revise certain terms 
of the Proposal concerning governance. A settlement was reached which 
resulted in a modified governance proposal being submitted to FERC on 
October 23, 1998. FERC has yet to rule on the modified governance pro
posal. In an Order issued January 27, 1999, FERC conditionally accepted, 
with modifications, the proposed ISO tariff and the proposed market rules 
of the ISO, including locational-based-marginal pricing for determining 
transmission charges. FERC also approved market-based rates for energy 
sales into the spot market to be developed as part of the ISO arrangement.  
Certain issues arising from the Proposal were set for hearing, including 
transmission rate issues, and FERC ordered compliance filings on other 
aspects of the Proposal. FERC approved the imposition of the NYPA 
Transmission Adjustment Charge and NYPA Transmission Service Charge 
as components of the transmission charge under the ISO tariff to recover 
the Authority's transmission system revenue requirement. While the 
Authority believes that the Proposal will become effective in substantially 
the form described herein, there can be no assurance that the necessary 
approvals will be obtained or that substantial modifications of the Proposal
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which may make it unacceptable to the Authority, wkill not be required.  
In January 1998, the IRS issued temporary regulations which provide, 

among other things, that the use of transmission facilities financed with 
tax-exempt debt will not constitute a "deliberate action" adversely affecting 
the exemption of interest on such debt if such action was taken to imple
ment the offering of non-discriminatory open-access tariffs for the use of 
transmission facilities in a manner. consistent with rules promulgated by 
FERC under Sections 205 and 206 of the Federal Power Act (or by a State 
regulating authority under comparable provision of state law). The 
Authority interprets these temporary regulations as permitting the 
Authority to participate in a FERC-sanctioned ISO arrangement based on 
the Proposal.  

(4) Long-term Contracts 
The Authority has negotiated modifications to the existing power sales 
agreements with substantially all of its SENY governmnental customers 
resulting in such agreements extending until at least either 2004 or 2005, 
depending upon the agreement.  

The agreements extend through at least December 31, 2004. They pro
vide stabilized rate features through 2001 or 2 002, depending upon the 
contract, with rates thereafter adjusted based upon, in the case of some 
contracts, changes in the cost to provide service or, in the case of other 
contracts, a market-based electric price index. Certain of the contracts 
provide for shared savings, beginning in 1998, contingent upon the 
Authority reducing the cost of service in the Southeastern New York ser
vice area. In other instances, rate rebates and economic development 
incentives are provided. Customers have the right to terminate service if 
the Authority increases baseline demand and energy charges to meet bond 
covenant requirements. Customers may also reduce service by limited 
amounts under certain specified conditions and, under certain contracts, 
may exercise their right to transfer load not already transferred pursuant to 
the agreements to another supplier, if rate increases exceed specified 
amounts at specified times.  

Pursuant to these contracts, the Authority has agreed to undertake up 
to $401 million in energy-efficiency projects over the term of the con
tracts. Such projects must be approved by Authority management before 
being undertaken, and agreements covering these projects, providing for 
full repayment of costs from customers, must be in place. Through 
December 31, 1998, $56.9 million has been expended.  

The Authority has also negotiated modifications to existing power sales 
arrangements with 87 business customers served by power and energy 
from the Authority's JAF plant, as augmented by other Authority 
resources. See (1) Competition above for additional information.  

The revenues from these SENY and business customers were approxi
mately 44 percent of the Authority's 1998 Operating Revenues (excluding 
wheeling charges).  

(5) Power for Jobs 
On July 2 9, 1997, State legislation was enacted into law that created the 
Power for jobs Program (the Program) to make available low-cost electric 
power to businesses, small businesses and not-for-profit corporatioms.  
Under the Program, as amended by legislation enacted into law on July 
15, 1998, the New York State Economic Development Power Allocation 
Board (EDPAB) recomanends to the Authoritys Trustees allocations to eli
gible recipients of power from the Authority's JAF nuclear power plant 
and of power purchased by the Authority. A total of 450 megawatts (mw) 
of power (as amended, 2 67 mw, 13 3 mw and 50 mw for the first, second 
and third year of the Program, respectively),will be allocated under the

Program, and not less than 225 mw of the 450 mw wAill be obtained from 
the competitive procurement process. The 450 mw includes 100 mw allo
cated for small businesses and not-for-profit corporations. The Program 
power is sold to eligible recipients at a rate that is an amalgamation of the 
rate for JAF power and the cost of the competitive procurement power, 
plus a charge for the transmission of such power. Pursuant to the Program 
legislation, the Authority is authorized, as deemed feasible and advisable 
by the Authority's Trustees, to utilize any revenues from the sale of 
Program power from JAF in excess of the amount of revenues obtained 
from sale of such power in 1996 to make a voluntary contribution to the 
State Treasury. There were no such revenues available for consideration 
in 1998.  

(6) Natural Gas Contract 
The Authority has entered into a long-term contract with Enron Gas 
Marketing, Inc. (Enron) under which it is obligated to purchase approxi
mately 10.75 billion cubic feet of natural gas annually until April 30, 2014, 
or pay a penalty on the unused volumes. Based on minimum purchase 
obligations in the contract, the Authority estimates that it will pay an aver
age annual amount for gas purchased under the contract of approximately 
$36 million during the term of the agreement. Under the agreement, the 
price paid for gas by the Authority would be market based, with a 10 per
cent demand charge to be paid on the 90 percent "take-or-pay" quantity 
and, until December 31, 2002, with a "floor" imposed on the price, which 
floor escalates 3.5 percent each year. The floor exceeds the market price of 
natural gas as of December 31, 1998. Given the terms of the Enron con
tract and the rapacity supply agreement for the Authoritys Richard M.  
Flynn combined-cycle generating plant (Flynn) [see (9) Long Island 
Matters below], there is no assurance that in any given year payments to 
the Authority under such capacity supply agreement in compensation for 
Enron gas costs will fully compensate the Authority for payments for such 
gas under the Enron contract.  

(7) Legal and Related Matters 
a. During 1996, Consolidated Edison Company of New York Inc. (Con 
Ed) informed the Authority that it intended to seek damages in connection 
with recent periods when the Authority's IP3 nuclear plant was not in ser
vice, including the recovery of capacity charge payments and the cost of 
replacement energy it purchased for prices exceeding those which Con Ed 
would have paid the Authority. In January 1999, the parties reached a ten
tative settlement of this matte, which will have minimal financial impact 
on the Authority.  

b. The eight municipalities which are the plaintiffs in Vilage of Bergen v.  
Power Authority object to the Authority's apportionment of indirect over
head costs in determining rates charged for service provided from the 
Authority's hydroelectric facilities. These municipalities claim that the 
Authority's apportionment methodology resulted in overcharges from May 
1, 1992. Based upon the case's progress, an estimated loss provision has 
been accrued..  

c. Several groups of Mohawk Indians have filed lawsuits against the State, 
the Govemnor of the State, St. Lawrence and Franlin counties, the 
Authority and others, claiming ownership to certain lands in St. Lawrence 
and Franlin counties and to Barnhart, Long Sault and Croil islands.  
These islands are within the boundary of the St. Lawrence-FDR project.  
Settlement discussions, which were held periodically between 1992 and 
1997, have now been discontinued. Defense motions for dismissal of both
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complaints are scheduled for argument in March 1999. In the meantime, 
the Federal Government has intervened on behalf of the Mohawk Indians.  

There are actions, proceedings and matters pending before Federal and 
State courts and agencies involving certain Authority projects, the title to 
land occupied by such projects (including that discussed above) and rates 
for the sale of power that may result in impeding the operations of such 
projects and may require the Authority to incur substantial additional costs 
or revenue reductions.  

While the ultimate outcome of these matters is not presently deter
minable, the Authority's General Counsel believes that the Authority has 
meritorious positions, which have been or will be asserted in these matters.  

(8) Nuclear Liability Insurance 
Under provisions of the Federal Price-Anderson Act, the overall maximum 
public liability for a single nuclear incident is limited to approximately 
S9.8 billion. Coverage for the first $200 million of such liability is provid
ed by private insurance. In the event that public liability from an insured 
nuclear incident were to exceed $200 million, the Authority would be sub
ject to a pro rata assessment of up to $88.1 million, in addition to inflation 
adjustments thereon, for each reactor owned, with a yearly assessment no 
greater than $10 million per incident per reactor owned.  

In addition to the liability insurance required by the Federal Price
Anderson Act, the NRC requires each licensee to carry decontamination 
liability and excess property damage insurance in the aggregate minimum 
amount of at least $1.06 billion for each reactor site. The Authority has 
such coverage in force. In the event there is a covered loss at any of the 
member groups' (i.e., owners of domestic nuclear power plants who are 
also covered by the insurance companies that insure the Authority) nuclear 
facilities, the Authority could be subject to retrospective premium assess
ments for both its reactors during any one policy year, based on a multiple 
of the annual premium. As of December 31, 1998, the Authority could be 
liable for a maximum assessment of approximately $15.0 million during 
any one policy year.  

(9) Long Island Matters 
The Authority entered into contracts with LILCO for the provision to 
LILCO of electricity from its Flynn plant and of transmission service from 
its LISC. During 1998, the Long Island Power Authority acquired 
LILCO's transmission and distribution system through the acquisition of 
the system by its wholly-owned subsidiary (herein such subsidiary is 
referred to as LIPA). By operation of the acquisition, LIPA is obligated 
under the contracts for the Flynn plant and the LISC. LIPA is the sole 
customer under the Flynn plant agreement, and utilizes the bulk of the 
LISC's transmission capacity under the LISC agreement. Revenues from 
these agreements represented $88.5 million of the Authority's 1998 oper
ating revenues. The net book values of these facilities at December 31, 
1998, were $127 million for the Flynn plant and $229 million for the 
LISC.  

On August 5, 1997, the Authority transferred $9 million to the Long 
Island Power Authority as interim financial assistance to help fund its 
development and implementation of its proposed acquisition of the trans
mission and distribution facilities of LILCO.  

During 1998, the Long Island Power Authority repaid the $9 million to 
the Authority. The repayment is classified as Other Income in the 
Statement of Net Revenues.

(10) Low-Level Radioactive Waste 
The Federal Low-Level Radioactive Waste Policy Act, as amended in 
1985, requires states to join compacts or to individually develop their own 
low-level radioactive waste disposal site. In response to the Federal law, the 
State had decided to develop its own site because of the large volume of 
such waste generated in New York and had committed to develop a plan 
for the management of the low-level radioactive waste in New York State 
during the interim period until the disposal facility was available. To sup
port this effort, New York State utilities, including the Authority, have 
been required to make cost contributions since 1986. The State expected 
the disposal facility would begin operation in 2001. In December 1998, 
the Authority wrote off its related cost contributions of $23.6 million. It 
does not appear likely that a New York disposal facility will be available in 
the foreseeable future.  

The Authority currently ships the low-level radioactive waste generated 
at its two nuclear power plant sites to a disposal facility in Barnwell, South 
Carolina. During the period July 1, 1994, to June 30, 1995, the legislature 
of South Carolina denied access to the facility to out-of-region low-level 
radioactive waste generators, including New York State. The Authority 
cannot predict whether the Barnwell facility will be closed again to out-of
region low-level radioactive waste generators at some future date before 
the New York State disposal facility becomes available.  

(11) New York Nuclear Operating Company 
On August 28, 1997, the Authority, Con Ed, Niagara Mohawk Power 
Corporation and Rochester Gas and Electric Corporation, the four utili
ties operating nuclear generating facilities in the State, jointly announced 
their desire to move forward with plans to form the NYNOC to operate 
the six nuclear plants currently operated by the four entities to achieve 
economies of scale and increased cost effectiveness. The plants would con
tinue to be owned, and the output of the plants marketed, by the 
respective owners of the plants. It is contemplated that NYNOC would 
obtain the NRC operating licenses for the plants while other aspects of the 
NRC licenses would remain with the owners of the plants.  

The three investor-owned utilities have formed NYNOC. It is uncer
tain, however, whether the Authority will participate in the NYNOC 
arrangement; nor can the Authority predict the effect on such an arrange
ment of a proposal by PSC staff to have the nuclear plants owned by New 
York investor-owned utilities auctioned as part of a New York electric utili
ty industry restructuring plan; or, if the Authority participates in the 
NYNOC arrangement, what effect such participation will ultimately have 
on the Authority's operations and financial condition.
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Note M - Hedging 
The Authority's Trustees have authorized the Authority's staff to enter into 
various fuel, electric and interest-rate hedging contracts that are consid
ered derivatives under GASB Technical Bulletin 94-1. The use of hedging 
will allow the Authority to lock in prices over time and effectively reduce 
its exposure to price volatility.  

Gains and losses on, as well as the cost of, hedging instruments and the 
related losses and gains on the item being hedged will be reflected in the 
Statement of Net Revenues (e.g., the cost of fuel) and in the Balance Sheet 
item as an increase or decrease in value (e.g., fuels inventry). In a perfect 
hedge, a gain on a hedging instrument will be offset by a loss in the item 
being hedged, and vice versa. In such a case, there would be no effect 
on earnings.  

During 1998, the fuel hedging transactions resulted in an additional 
cost of $5.7 million, primarily related to hedges against increases in prices.

These costs, for the most part, were offset by gains resulting from the 
physical purchases of the fuels.  

In addition, during 1998, the Authority entered into forward interest 
rate swap agreements to fix current rates on long-term obligations expect
ed to be issued to refinance (a) $499.4 million of Series B Bonds required 
to be redeemed in the years 2001 and 2002 and (b) $272.7 mnillion of 
Commercial Paper (Series 4) expected to be refinanced in 1999. Based on 
these swap agreements, the Authority owes interest calculated at fixed rates 
(4.7 percent to 5.1 percent) to the counterparties. In return, the counter
parties owe interest to the Authority based on rates that match those 
required by the long-term obligations. The termination of these swap 
agreements at December 31, 1998 would have required the Authority to 
pay approximately $21 million to the counterparties.

137 New York Power Authority
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Basis) Year Ended December 31, 1998 (In Thousands)

Fuel Reserve Projects'
Revenue Operating Account Study 

Available Funds, January 1, 1998 $ 0 $ 304,269 $ 0 $ 0 

Cash Receipts 
Sale of power, transmission and wheeling 1,500,622 
Earnings on investments 48,254 
Bonds issued 4/15/98 
Sale of commercial paper 
Administrative expenses reimbursed from other funds 10,476 
Receipts from New York State per legislation (Note K) 
Reimbursement from LIPA (note L (9)) 9,000 
Energy conservation programs 
Other T o t l ece p .............................. ......... 1................................................ ..........................................................................................,5 4 8 ,8 7 6 19 ,4 7 6............................  

Total Available 1,548,876 323,745 0 0 
Transfer of funds-revenue (1,548,876) 1,349,513 145,352 4,456 

-other ( 32,855) 
4~4 V ~ ~ ~ /~ $Aj3,64, Ml3 ~ $ 145,3 52,2 $4,4561 

Cash Disbursements 
Interest on bonds, notes and commercial paper 52,296 
Retirement of bonds ($35,213 principal amount) 35,366 
Advance bond refunding ($1,911,125 principal amount) 
Repayment of notes 
Commercial paper repayment 136,200 
Bond issuance cost 2,135 
Utility plant additions 7,583 
Nuclear fuel 51,288 
Fuel oil and gas 94,064 
Operations and maintenance 526,312 
Purchased power 101,292 
Wheeling 280,998 
Expenditures chargeable to other funds 8,354 
Research and development 4,456 
Energy conservation program costs 
Administrative expenses reimbursed to the operating fund 
Payment to New York State per legislation (Note K) 
Other 
T.tD.sursement ....... ............... *i50 36 ............ 145,J 52 .... 4,456 

I, I ";f 5~$ 0 S W 0 
Distributed as foltows: 
Cash $ 299 
Investments in securities, at cost. ....... 489,568 ..~ ..t . e . i... ... .. ... ... .. ......e , .a I s .......................................................... ..................................................... 8 .5.... .............................................................  

$ 489,867 
Investments'i secirities~af~v 1jUL ~ $495,233- .' ~
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SupplementaL Information

PetroLeum 
Overcharge 
Restitution 

(POCR)

lean Air 
for Schools 

(CAS) 
Projects

$ 0 $226,226 $82,922 $536,051 $31,180 $21,307 $20,153 $ 0 $ 1 

3,690 41,350 1,811 1,418 1,205 
1,381,895 

271,578 

7,400 29,724 

153 .. . ......................... .................. i 9 ........................ .................. ....... ................ 9 i................ ..... .... .. ... ..................... .......... ............................... 3 ..  
- 3,690 - 41,350 . 9,211....31,142 1,205.1,653,473......3 

229,916 82,922 577,401 40,391 52,449 21,358 1,653,473 154 

45,250 5,266 ( 35,392) ( 637) 
235,182) ( 5,411) ( 174) 131 ( 533) 282,202 33,590 

$45,250 $ 0 $42,119 $577,41 $,217 $52,580 $20,188 $1,935,675 $33,744 

33,100 7,992 33,657 

12,150 1,935,675 
6,722 

12,600 

6,758 

13,386 17,404 
27 69 

8,000 
47 153 

.. ........ 4. 2 6.......................... .................45 2 0- ................ 4 , i ............... ............ I ................. f 3 , . ................ 7 2f ................ ..... I ............. 5 6 5............... ....  
4540 - 42,119 - 13,413 17,473....153. 1,935,675 367 

0 S 0 $577,401 $26,804 $35,107 $20,035 $ 0 $ 871 

- - $177 $ 2 - - $ 87 
26,627 35,105 $20,035 .... 3 5............................................................................. I .......................... . .$ , ............... $ 3 5 1 7 ............... $ 2 0. -$ 8 7
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1998 (In Tbowands)

Indian Point 3 
Project Improvement Fund 

No.1 No.3 
Available Funds, January 1, 1998 $ 9,464 $116,471 
Cash Receipts 
Earnings on investments 218 6,292 
Sale of commercial paper 
Energy conservation programs 
Transfer from New York State 
t o e ....... .. .................................. 6............................................................... ...................................................................................................................................2 18.... ...........................................................6.................... 6 2- -9-2-

Total Available 9,682 122,763 
Transfer of fumds-revenue 
Transfer of funds-other ( 9,500) (40,758)

Cash Disbursements 
Utility plant additions 139 7,515 
Energy conservation program costs 
Commercial paper repayment 

Adiisrtve ynes reimbursed to the operating fuind 43 696 A ~ a ... ns ...~ e ...... .. _ d ......... .. . . . . .. . ...... .. .. . ..... ---.. .. .......... . .... ..... 69 6--
Total Disbursements 182 8,211 

Aylb & Fe~49 : .* ~ t§~ 73,794
Distributed as follows 
Cash $ 5 
Investments in securities, at cost 73,789 

$ 73,794Svestmientsjhcureswcff iiJt- 676
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Supplementat information

Capitat 

3.A. FitzPatrick 
Project Improvement Fund 

Sound Cabe Energy Rynn Facilities 
No.2 No.3 Project Conservation Ptant Improvement Total 

$15,202 $36,878 $ 33 $ 7,721 $ 219 $ 26 $186,014 

288 3,107 648 1,111 11,664 
35,000 35,000 
22,724 22,724 

600 600 288 ......... 3,107 58972 .......... i1.. 69,988 
15,490 39,985 33 66,693 1,330 26 256,002 

35,068 35,068 
15,490) 15,135 730 1,571 800 5,744 ( 41,768) 
~$ 0 ) ~ S 12 S 73j So ,'64 ,, 7. S-15,~7 ;. $49,302 

17,643 727 20,777 5,093 51,894 
34,110 34,110 
24,900 24,900 

548 36 4,224 4,156 677 10,380 .... ... ..................... ..... ..................... 48 . ........ ... ....3 .0 4. ..... .......... ..... 4 ,W .... ... .. ...... ......... 4: .! .s .6 ............... ............ 6 7 ....... ........... ..... i , 2-8 -. ..  
-18,191 763.....63,234.....24,933.....5,770 121,284 

-. W.'$36929. S$ ~0 >" . ,0.~30 S I 2(265 $ 0. $2,1 

$ 1 $ 4 $ 1 $ 11 
36,928 5,026 12,264 128,007 

$36,929 $5,030. .$12,265 $128,018
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Year 2000 Readiness Disclosure 
The date functions of many software programs currently used by business
es were written utilizing two digits to abbreviate the year. The two-digit 
"98" is recognized by such programs as the year 1998. The digits "00" 
may be recognized as the year 1900 but will not be recognized as the year 
2000. The NRC has notified all nuclear plant operators to confirm by July 
1, 1999, that their facilities will be Year 2000 (Y2K) ready, as that term is 
defined in the applicable NRC regulation. This nuclear plant requirement, 
along with the need to make other Authority operations utilizing comput
er systems and software Y2K ready, presents significant tasks. The 
Authority has established a Year 2000 Program Management Office to 
assure Y2K readiness.  

The Authority's Awareness Stage encompassed establishing a project 
plan, creating the Program Management Office and ensuring the commit
ment of the Authority's senior management. The Assessment Stage was 
separated into two phases: Initial Assessment and Detailed Assessment.  
The Initial Assessment included the actual process of identifying all of the 
Authority's systems and components and creating an inventory.  

During 1998, detailed assessment of the inventoried systems and com
ponents took place to determine whether the systems were Y2K-ready and 
the appropriate remediation strategy. Also during 1998, the Authority 
moved through the Remediation Stage on a number of critical business

systems. This included the replacement of the Authority's Financial, 
Human Resources and Procurement systems with Y2K-ready software.  
The replacement software was installed and tested and became operational 
on January 4, 1999.  

The Authority is currently in the Remediation and Testing/Validation 
Stages for plant-embedded systems and computer systems. In these phases, 
systems are fixed or replaced to accurately process dates. The Testing/ 
Validation Stage includes development of test data and test scripts, the 
running of test scripts and the review of test results.  

The completion of all of these stages is not a guarantee that systems 
and equipment will be Y2K-compliant.  

As part of Authority's Y2K process, critical vendors and suppliers have 
been or will be contacted to ascertain their readiness. The Authority has 
also met with major customers and responded to hundreds of inquiries in 
order to address the concerns of the Authority's customers and vendors.  

The Authority plans to have all mission-critical systems Y2K ready by 
the end of the second quarter of calendar year 1999.  

Excluding the cost of the replacement of the Authority's Financial, 
Human Resources and Procurement systems, which would have been 
replaced in any event, the Authority estimates that the total cost to 
remediate its Y2K issues will be approximately $40 million, with the 
majority of the spending occurring during calendar year 1999.
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--KEY TO ABBREVIATIONS

A-C 

Act - Power Authority Act 

Authority - Power Authority of the State of New York or New York 

Power Authority 

B-G -Blenheim-Gilboa Pumped Storage Power Project 

CAS Projects Funds - Clean Air for Schools Projects Funds 

Con Ed- Consolidated Edison Company of New York, Inc.  

CP - Commercial Paper 

D-H 

DOE -U.S. Department of Energy 

EDPAB - New York State Economic Development Power Allocation 

Board 

Energy Act - Energy Policy Act of 1992 

FAS - Financial Accounting Standards 

FASB - Financial Accounting Standards Board 

FERC - Federal Energy Regulatory Commission 

Flynn - Richard M. Flynn Power Plant 

GAAP - Generally Accepted Accounting Principles 

GAS - Governmental Accounting Standards 

GASB - Governmental Accounting Standards Board 

I-L 

IP3 - Indian Point 3 Nuclear Power Plant 

IRS - U.S. Internal Revenue Service 

ISO - Independent System Operator 

JAF - James A. FitzPatrick Nuclear Power Plant 

KW - Kilowatt: 1,000 watts 

KWh - Kilowatt-hour: a unit of electrical energy equal to one kilowatt 

of power supplied or taken from an electric circuit steadily for one 

hour. A kilowatt-hour is the amount of electrical energy necessary to 

light ten 100 watts light bulbs for one hour.  

LIBOR - London Interbank Offered Rate

LILCO - Long Island Lighting Company 

LIPA - Long Island Power Authority 

LISC - Long Island Sound Cable transmission facility 

M-O 

MDC -Maximum Dependable Capacity 

NIMO - Niagara Mohawk Power Corporation 

NRC - U.S. Nuclear Regulatory Commission 

NYNOC - New York Nuclear Operating Company 

NYPA - New York Power Authority 

NYPP - New York Power Pool 

NYPP Member Systems - Eight Member Systems are: the six New 

York State investor-owned electric utilities, LIPA and NYPA.  

NYSEG - New York State Electric & Gas Corporation 

O&M - Operations and Maintenance 

P-Z 

POCR Funds- Petroleum Overcharge Restitution Funds 

Poletti - Charles Poletti Power Project 

PSC - New York State Public Service Commission 

RG&E - Rochester Gas and Electric Corporation 

SENY - Southeastern New York 

State - State of New York 

Y2K - Year 2000
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NYPA'SM1S .Sion 
Statement 

AFFORDABLE AND RELIABLE energy is one of the cornerstones of 
New York's economic renaissance. NYPA has the resources and talent 
to play a leadership role in meeting the challenges presented by our 
changing industry.  

" We will retain and create jobs in New York State by: 
" Facilitating the transition to competitive energy costs, 
" Reducing the cost of energy to business, to government and to consumers 

throughout the state, 
" Delivering essential utility services that others can't or won't provide as well 

as we do, 
" Promoting the development and use of electric transportation and other energy

related innovative technologies.  

" Our total commitment to performance excellence will prove us to be "best of class" in 

key areas of our operation. This will ensure we preserve our bedrock financial 

strength and achieve true customer satisfaction and loyalty.  

" We recognize that a talented, skilled and motivated work force, committed to the 

highest standards of integrity, is an essential factor in meeting our goals.  

" Our stewardship of our hydroelectric, nuclear and fossil generating assets and our 

transmission facilities will help assure a robust, diverse and economically beneficial 

energy mix in New York State.  

" NYPA will achieve these goals consistent with our commnitment to the environment.  

" We all are absolutely committed to change the way we think, act, measure ourselves 

and execute our business to produce these positive results.  

Our customers and the people of New York State will be the 
beneficiaries of all that we accomplish.
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