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LONG ISLAND POWER AUTHORITY

BALANCE SHEETS
March 31, 1991 and 1990

ASSEY

CURRENT ASSETS
Cash, including restricted amounts of
$26.061 in 1991 and $269,330 in 1990
Investments in U.8. Treasury Bills, including
restricted amourits of $3,361,003 in 1891
and $2,630,0588 in 1980
Other current assets

Total current assats

OFFICE EQUIPMENT AND FURNITURE
Net of accumulated depreciation of
819,577 in 1991 and $8,548 in 1990

OTHER ASSETS
Security deposits

LIABILITIES AND ACCUMUILATED DEFICIT

CURRENT LIABILITIES

Attributable to Shoteham
Advances froin Long Island Lighting Company
Due to New York Power Authority and LIPA

Third Party Suppliers

Accrued expenses, other

Accrued consulting costs
corued expenses, other

Due to the State of New York,
ks agencies and authorities

Total current liabilives
STATE OF NEW YORK ALLOCATIONS

ACCUMULATED DEFICIT

Sae Notes 1o financial statemerits

890

$ 155875

5.0084 568
8716

5,149,159

$ 6209513
s

14,203,300

1 w0

31,951
Fn )\l‘\
< 5Ty 00
$ 8§ 477 224
AN

3.347.307
13,799,983
(11.170,066)

$ 5877224
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LONG ISLAND POWER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
Organization and Nature of Operations

The Long Isiand Power Authority ("LIPA") was established on January 15, 1987, LIPA is a
corporate municipal instrumentality of the State of New York (the *State®), constituting a body
corporate and politic and a poiltical subdivision of the State, created by Chapter 517 of the
Laws of 1986 (the *LIPA Act')

Under the LIPA Act, LIPA is authorized 1o acquire, through negotiated purchase, tender offer,
or exercise of the powar of eminent domain, all or any part of the securities or assets of the
Long Island Lighting Company ("LILCO"), provided LIPA first determines that such acquisition
would result in rates that would not be higher than the rates that would be charged by LILCO
it such acquisition did not occur.

Under the LIPA Act, LIPA is further authorized to undertake the following activities, among other
things, within its service area: to assist in the developiment and implementation of conservation
and load management programs; tc faciiitate the development of cogeneration and alternate
energy production facilities; and 1o serve as an advocate for utility ratepayers. LIPA's service
area is comprised of Nassau and Suffolk Counties and the portion of Queens constituting
LILCO's franchise area.

LIPA is dependent upon tie State for appropriations 1o meet its funding requirements  State
appropriations are subject to approval each session of the State Legislature and do not
constitute a legally enforceable obligation of the State; accurdingly, LIPA has no assurance (hat
required approprations will be made beyond the current State appropriations for LiPA's
operating expenses. An amount of $499,000 was appropriated by the State 10 LIPA in the State
Budget for LIPA's expenditures baginning April 1, 1890 in furtherance of its statutory purposes
However, the funds were not allocated 10 LIPA and, therefore, no remiftances were recaived
On July 17, 1890, the Division of the Budget of the State of New York instructed LIPA 1o use
interest rarned and coliected as of March 31, 1890 in the same manner, and for the same
purposes as appropriated funds of the State. Cumulative interest earned and credited 10 New
York State aliocations amounted 0 $403.317. No amount has been appropriated for
expenditures | eginning April i, 1991,

LIPA's operations are funded solely by allocations of LIPA's State appropriations, except that
LIPA's Costs Attributabla to the transter of Shoreham to LIPA and to its ownership, possession,
maintenance, decommissioning of dismantling of the Shoreham Nuciear Power Plant will be
reimbursea by LILCO, under the /mendeu and Restated Asset Transter Agreement between
LILCO and LIPA, which provides for the transtor of Shoreham to LIPA (see Note 2). Such
allocations of LIPA's State appropriations represent advances from the State paid from the Long
istand Power Authority creation and contingency fund in the miscellaneous special revenue
fund - 339C5 {the *Fund"). The Fund consists of payments made by LILCO to the State
pursuant to LILCO's gross receipts tax obiigations.

In accordance with a Repayment Agreement between LIPA and the Director of the Budget of
*he State of New York ("Repayment Agreement®), LIPA is required to repay to the State the 1otal
original principal amount disbursed by the State to LIPA, without interest, pursuant to the LIPA
Act. ‘This amount must be repaid by LIPA: a) first, from the proceads of the first issuance of
LIPA Bonds, b) second, from any *excess revenues® (as defined in the Repayment Agreament)
dertved from LIPA operations and/or investments, and ¢) third, if sufficient bond proceeds or
excess revenues are not available, then by the celivery 10 the State of non-interest bearing
bonds which are duly authorized, issued and executed by LIPA (‘repayment bonds®). LIPA
repayment bonds are without recourse to the assets of LIPA exnept to the exient that LIPA has
sources of funds availatie from the proceeds of the first issuance of LIPA bonds or from any
IxCess ravenues derived from LIPA operatons and/or investments
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Note 2.

Note 3.
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NOTES TO FINANCIAL STATEMENTS

Settlement Between the State of New York and LILCO and Transfer of Shoreham to LIPA

On Febriary 28, 1889, LILCO and the State of New York, entered into a Settlement Agreement
to resolve the controversy over the Shoreham Nuclear Power Plant and power supply 1ssugs
affecting LILCO and its customers. The Settlement Agreement contemplates, among other
things, the transfer of the Shoreham plant from LILCQ to LIPA for $1.00, the payment by LILCC
of all Costs Attributable to LIPA's ownership, possession, maintenance, decammissioning or
dismantling of the Shareham plamt, including any of LIPA's administrative and general costs
directly related 1o Shoreham; and the determination by the New York State Public Service
Commission (*PSC" of just and reasonabie rates for LILCO.

On April 14, 1989, LILCO and LIPA entered into the Amended and Restated Asset Transfer
Agreement (*Asset Transfer Agreement’) under which LILCO reiterated its agreement never to
operate Shoreham and to transfer the plant to LIPA. Bath the Settlement Agreement and the
Asset Transter Agreement have been approved by LIPA's Board of Trustees and LILCO's Board
of Directors. The Agreements becarme effective on June 28, 1988, when LILCO's shareholders
votad to approve them.

In accordance with the Asset Transter Agreement, LIPA and LILCO have also entered into a Site
Cooperation and Reimbursement Agreement ("Site Agreement*) on January 24, 1490, Among
other things, the Site Agreement establishes the specific mechanism for LILCO to provide
payment for ail Costs Attributable to Shoreham (as defined in the Site Agreement), including
such costs incurred prior 10 January 24, 1980. LIPA has aso entered into a Management
Services Agreement with the New York Power Authority ("NYPA') on January 24, 1990, which
specifies the management and technical services NYPA will provide to LIPA in connection with
the license transfer, maintenance and decommissioning of Shareham. Both the Site Agreement
and the Management Services Agreement are in effect

As requirea by the Site Agreament, LIPA has established two reimbursement funds, one for
Costs Attributable to Shoreham incurred or to be incurred by LIPA and one for Costs
Attributable to Shorgham incurred or to be incurred by NYFA and by LIPA Third.party Suppliers
LILCO is required 1o advance to LIPA for deposit into the raimbursement funds amounts equal
10 three montns’ projected costs. LIPA nas sole authority to invest and to make disbursements
from the reimbursement funds

Summary of Significant Accounting Pelicies
Accourting basis:

The financial statements have been prepared on the accrual basis of accounting
investrments in U.8. Treasury Bills:

LIPA invests available State appropnations and Shorebam-related funds in U.S. Treasury Bills
which are carried at amonized cost which approximates market value, Under an agreement
between LIPA and the State, all investment income earned by LIPA on its State appropriated
tunds, (except as disclosed in Note 1), is payabie to the State. As a result, discount earned
is recordad as a hability to the State, and no income or 8cpense s recorded in the financial
statements, Under the Site Agreement and the Management Services Agreement, all
investment income earnad on Shoreham.related funds is credited against LILCO's future
remittance and deposit obligations, and no income or expense IS recorded in the financial
statemeits
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Note 4.
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Note 6.

NOTES TO FINANCIAL STATEMENTS

Investments and Deposits with Financial institutions

At YAarch 31, 1991, LIPA had cash deposits with (wo financial institutions tatailing $155.875

¢ cash deposits include $26,061 of funds restricted for Shorehani-rélated activities. The
arnount of each deposit was covered by federal depository insurance or by coliateral held in
LIPA's name by the pledging bank's trust division.

LI®A is authorized under investment guidelines adoptec by its Board of Trustees to invest
available monies in U 8. government securities having maturities not greater than 120 days and
in cenificates of deposits from banks or trust companias authorized 10 do business in the state.
LIPA's investments include 83,361,003 of funds restricted for Shoreham-related activities

LIPA's invesiments at March 31, 1491, which were held in LIPA’s name by its authorized bank,
were as tollows.

Maturity Amo~
.Dates Par Value - Los.
Unrestricted investments
{non Shoreham related tunds) April 18, 1891
U.8 Treasury Bills July 18, 1991  $2,650,000  $2,605619
Accruaed Interes! 17,946
Restricted investiments
{(Shoreham-related funds) April 4, 1991-
U.8. Treasury Bills Jurie 13, 1991 3,375,000 3,334 661
Accrued interest __26.342
$6025000 $5984 568
Office Equipment and Furniture
Ofice equipment and furniture consists of the following
March 31, March 31,
1991 1990
Office equipmer:! $ 68274 $§ 17,833
Office furniture 48728 22,847
Less, reimbursements _{44.243) -
72,759 40,500
Less, accumulated depreciation _ (19577 ___(8.549)
$ 53182 $ 31951

Resolution of Prior Years' Uncertainties

Curing the years ended March 31, 1989 and 1938, LIPA entered into two consulting contracts
for services under which & pontion of the amounts to be paid for consulting services were
subject to negotiation. Ag the amounts to be paid under these consulting contracts were not
determinable, no lability relating to these consulting contracts had been recorded in prior
years' financial statements. During the year gnded March 31, 1990, LIPA resolved the
uncertainty and paid a total of approximatety $44° 060 to tne consuftants, Such amounts were
recarded as consulting costs during the year endad March 31, 1880



Note 6.

Note 7.

NOTES TO FINANCIAL STATEMENTS

Resolution of Prior Years' Uncertainties, {(Continued)

In adgi¢n, during the year ended March 31, 1991, a total of $549 544 of general and
adminisirative expenses related to prior years was determined to be atlributabie 10 Shoreham
This am woit has been recorded as prior years reimbursement of Costs Atributable to
shorehar jor the year ended March 31, 1891

Commitr-n‘s and Contingencies

Under the February 28, 1989 Settlermert Agreeme’ . te, 3en LILCO and the State of New York,
LILCO has settled all outstanding Itigation against LIPA. One appeal is still pending, however,
in the Surnreme Count of the State of New York, Appellate Division - Second Depantment
(*Second C.panment'’) because a litigant has chosen 10 pureue the matter notwithstanding
LILCO's and LIPA's settiement of that litigation. LILCO and Herben Jafle ve LIPA et al

On Aprit 28, 1989, a petition, styled Citizens for an Orcerly Energy Policy, Inc., et al yv. Cuomo
gt al ((COEP"), was filed in the Supreme Court of the S.aie of New York, Albany County
challenging the Settlement Agreement and the Assel Transter Agreement on a variety of
grounds. Cn July 25, 1989, the coun dismissed the COEP petitior and specifically found that
the Settlement Agreement and the Asset Transfer Agreement were authorized by the LIPA Act
The COEP petitioners subsequently appeaied tii@ dismissal of t 2ir petition to the Supreme
Court of the State of New York, Appeliate Division Third Depantm nt ('Tr J Departn.ent*).

On July 14, 1989, a petition, styled Doilard &t al v. Tha Long Island Power Authority et a
("Dollard"), was filed in the Supreme Court of the State of New York, Albany County, challengir 3
the Settlement Agreement and the Asset Transfer Agreement on a variety of grounds and
added a claim that the Settiement Agreement violates the New York State Environmie. ital Quatity
Review Act. On Octover 4, 1988, the count denied the Dollard pettioners’ motion for a
preliminary irnjunction 1o bar impiementation of the Settlement Agreement, ruling that petitioners
had failed to demonstrate a probability of success on the merits or that they would suffer
irreparable harm absent the granting of the maotion

The count subsequently ordered the Dollard case transferred to the Third Department, and on
November 21, 1988, the Third Department ordered that the COEP appeal and tre Dollard case
be heard together. Both Dollard ana COEP were argued before the Third Department on April
16, 1890. On July 12, 1980, the coun issued its decision upholding LIPA’s authority to acquire
Shoreham for the purpose of decommissioning. Dollard, et al. v. LIPA et al, 159 AD. 141 {3d
Dept. 18990). On February 12, 1991, the court of appeals granted the COEP and Dollard
petitioners’ leave to appeal Oral argument on the appeal is scheduied for September 11,
1991.

LIPA believes that the outcome of the above litigations will not have a material effect on its
financial condition.

Baginning in October 1989, LIPA discontinued its monthly lease oi its New York City office and
consolidatec! its operations in LIPA's Mirieoia office. In February 1880, LIPA relocated its
operations to larger office space located in Garden City
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SUPPLEMENTARY INFORMATION



INDEPENDENT AUDITOR'S REPORT ON THE SUPPLEMENTARY INFORMATION

To the Board of Truslees
Long lsland Power Authority

Qur audt was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. "he supplemantary information for the year enced March 31, 1891 is preserted for purposes of
additional analysis and s not a required pan of the oasic financial statements. Such information has been
subjected 1o the auditing procedures applied in the audnt of the basic financial statements and, iIn our
opirdon, is fairly stated in all material respects in relation to the basic financial staltements taken as a
whole.
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