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Preliminary Ratings

Tranche Preliminary rating
Preliminary amount

($)
Expected final
maturity Legal final maturity

Series 2022T

T1-Serial(i) AAA (sf) 8,185,000 6/15/2023 6/15/2025

T2-Serial(i) AAA (sf) 8,325,000 12/15/2023 12/15/2025

T3-Serial(i) AAA (sf) 4,155,000 6/15/2025 6/15/2027

T4-Serial(i) AAA (sf) 4,230,000 12/15/2025 12/15/2027

T5-Serial(i) AAA (sf) 2,325,000 6/15/2026 6/15/2028

T6-Serial(i) AAA (sf) 2,365,000 12/15/2026 12/15/2028

T7-Serial(i) AAA (sf) 14,465,000 12/15/2029 12/15/2031

T8-Serial(i) AAA (sf) 7,455,000 12/15/2030 12/15/2032

T9-Term(i) AAA (sf) 14,375,000 12/15/2039 12/15/2041

Series 2022TE1

TE1-1-Serial(ii) AAA (sf) 8,145,000 6/15/2023 6/15/2025

TE1-2-Serial(ii) AAA (sf) 8,350,000 12/15/2023 12/15/2025

TE1-3-Serial(ii) AAA (sf) 430,000 6/15/2024 6/15/2026

TE1-4-Serial(ii) AAA (sf) 440,000 12/15/2024 12/15/2026

TE1-5-Serial(ii) AAA (sf) 5,220,000 6/15/2025 6/15/2027

TE1-6-Serial(ii) AAA (sf) 5,350,000 12/15/2025 12/15/2027

TE1-7-Serial(ii) AAA (sf) 41,170,000 6/15/2026 6/15/2028

TE1-8-Serial(ii) AAA (sf) 42,200,000 12/15/2026 12/15/2028

TE1-9-Serial(ii) AAA (sf) 45,585,000 6/15/2027 6/15/2029

TE1-10-Serial(ii) AAA (sf) 46,725,000 12/15/2027 12/15/2029

TE1-11-Serial(ii) AAA (sf) 30,870,000 6/15/2028 6/15/2030

TE1-12-Serial(ii) AAA (sf) 31,640,000 12/15/2028 12/15/2030

TE1-13-Serial(ii) AAA (sf) 47,610,000 6/15/2029 6/15/2031

TE1-14-Serial(ii) AAA (sf) 48,800,000 12/15/2029 12/15/2031
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Preliminary Ratings (cont.)

Tranche Preliminary rating
Preliminary amount

($)
Expected final
maturity Legal final maturity

TE1-15-Serial(ii) AAA (sf) 22,055,000 6/15/2030 6/15/2032

TE1-16-Serial(ii) AAA (sf) 22,610,000 12/15/2030 12/15/2032

TE1-17-Term(ii) AAA (sf) 22,610,000 6/15/2031 6/15/2033

TE1-18-Term(ii) AAA (sf) 23,180,000 12/15/2031 12/15/2033

TE1-19-Term(ii) AAA (sf) 16,730,000 6/15/2032 6/15/2034

TE1-20-Term(ii) AAA (sf) 17,150,000 12/15/2032 12/15/2034

TE1-21-Term(ii) AAA (sf) 35,325,000 12/15/2033 12/15/2035

TE1-22-Term(ii) AAA (sf) 27,585,000 12/15/2034 12/15/2036

TE1-23-Term(ii) AAA (sf) 22,995,000 12/15/2035 12/15/2037

TE1-24-Term(ii) AAA (sf) 32,690,000 12/15/2036 12/15/2038

TE1-25-Term(ii) AAA (sf) 35,880,000 12/15/2037 12/15/2039

TE1-26-Term(ii) AAA (sf) 36,095,000 12/15/2038 12/15/2040

TE1-27-Term(ii) AAA (sf) 41,995,000 12/15/2039 12/15/2041

Series 2022TE2

TE2-1-Term(ii) AAA (sf) 3,495,000 12/15/2034 12/15/2036

TE2-2-Term(ii) AAA (sf) 3,675,000 12/15/2035 12/15/2037

TE2-3-Term(ii) AAA (sf) 3,860,000 12/15/2036 12/15/2038

TE2-4-Term(ii) AAA (sf) 4,060,000 12/15/2037 12/15/2039

TE2-5-Term(ii) AAA (sf) 4,260,000 12/15/2038 12/15/2040

TE2-6-Term(ii) AAA (sf) 4,475,000 12/15/2039 12/15/2041

TE2-7-Term(ii) AAA (sf) 4,705,000 12/15/2040 12/15/2042

TE2-8-Term(ii) AAA (sf) 4,940,000 12/15/2041 12/15/2043

TE2-9-Term(ii) AAA (sf) 5,195,000 12/15/2042 12/15/2044

TE2-10-Term(ii) AAA (sf) 30,190,000 12/15/2047 12/15/2049

TE2-11-Term(ii) AAA (sf) 22,030,000 12/15/2050 12/15/2052

Note: This presale report is based on information as of Sept. 13, 2022, The ratings shown are preliminary. Subsequent information may result in
the assignment of final ratings that differ from the preliminary ratings. Accordingly, the preliminary ratings should not be construed as
evidence of final ratings. This report does not constitute a recommendation to buy, hold, or sell securities.(i)Federally taxable. (ii)Federally
tax-exempt.

Profile

Expected closing date September 2022.

Collateral Restructuring property.

Issuing entity Utility Debt Securitization Authority.

Servicer Long Island Lighting Co., d/b/a LIPA.

Trustee The Bank of New York Mellon.

Arranger Goldman Sachs & Co.
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Profile (cont.)

D/b/a--Doing business as.

Executive Summary

The Long Island Power Authority (the Authority) and its wholly owned subsidiary the Long Island
Lighting Co. doing business as LIPA are sponsoring Utility Debt Securitization Authority's (UDSA or
the issuer) issuance of up to $1 billion fixed-rate restructuring bonds series 2022. Most of the
proceeds from the bond issuance will be used to retire certain of the Authority's outstanding debt
and refund a portion of UDSA's series 2013 restructuring bonds, with the remainder used to
finance system resiliency costs. The final tranche sizes and amortization schedule are subject to
the final result of the 2013 restructuring bonds' tender, which will be determined by the closing
date, and issuance of the series 2022 restructuring bonds.

The restructuring bonds will be issued according to the LIPA Reform Act's securitization law (part
B of chapter 173, Laws of New York State, 2013, as amended) and a financing order (which
became final and non-appealable as of June 2022) issued by the Authority and approved by the
New York Public Authorities Control Board (PACB). The bonds will be collateralized by the series
2022 restructuring property created by Financing Order No. 6, which is the right to impose, collect,
and receive from LIPA's electricity customers the amounts necessary to pay principal and interest
on the restructuring bonds, as well as other ongoing costs and expenses.

The bonds will be issued in three subseries: series 2022T, series 2022TE1, and series 2022TE2
(together, series 2022). The series 2022T bonds are federally taxable, while series 2022TE1 and
series 2022TE2 bonds are federally tax exempt.

Rationale

The preliminary ratings assigned to UDSA's fixed-rate restructuring bonds series 2022 reflect:

- The issuer's irrevocable right, title, and interest in and to all revenues, collections, claims and
payments from non-bypassable restructuring charges, based on electricity usage;

- The size, diversity, and economic strength of the service territory and the related customer
demographics;

- All rights to obtain periodic true-up adjustments to the restructuring charges from LIPA's
electricity customers, based on the financing order issued by the Authority and approved by the
PACB and the servicing agreement;

- The transaction structure, including an operating cost reserve fund and a debt service reserve
fund, both of which will be replenished, if necessary, through the true-up mechanism; and

- Our view of each tranche's ability to withstand our cash flow stress scenarios and the length of
time between each tranche's expected and legal final maturity dates, which we accounted for in
our analysis.

UDSA is a special-purpose corporate municipal instrumentality, body corporate and politic,
political subdivision, and New York public benefit corporation created by the LIPA Reform Act's
securitization law. UDSA has no commercial operations and was formed solely to purchase and
own the restructuring property, issue the bonds that are secured by the restructuring property,
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and perform any incidental activity.

The Authority is a corporate municipal instrumentality and a political subdivision of the State of
New York. Its subsidiary, LIPA (A/Stable/--), provides electric transmission and distribution
services in a geographical area that includes New York's Nassau and Suffolk counties (with
certain limited exceptions) and a small portion of Queens County (known as the Rockaways). The
company serves approximately 1.2 million consumers. The utility derives 54% of its revenues from
residential customers and the balance from commercial and governmental customers. LIPA will
be the initial servicer of the bonds. PSEG Long Island (PSEG-LI), a wholly owned subsidiary of
Public Service Enterprise Group Inc. (PSEG) dedicated to LIPA's operations, provides electric
transmission and distribution (T&D) system management services, including day-to-day system
operation and maintenance, customer service, billing and collection, meter reading, and
forecasting.

The nonbypassable charges on electricity service consumers are adjusted periodically. They are
based on updated assumptions, such as energy usage and charge-off rates, to ensure collections
are sufficient to make all payments, including debt service costs and ongoing financing costs, due
on the payment dates.

S&P Global Ratings acknowledges a high degree of uncertainty about the extent, outcome, and
consequences of the military conflict between Russia and Ukraine. Irrespective of the duration of
military hostilities, sanctions and related political risks are likely to remain in place for some time.
Potential effects could include dislocated commodities markets – notably for oil and gas – supply
chain disruptions, inflationary pressures, weaker growth, and capital market volatility. As the
situation evolves, we will update our assumptions and estimates accordingly. See our
macroeconomic and credit updates here: Russia-Ukraine Macro, Market, & Credit Risks.

Environmental, Social, And Governance (ESG) Factors

Our rating analysis considered the transaction's potential exposure to ESG credit factors.

Under environmental factors, we consider that, unlike similar-sized peers, LIPA primarily relies on
others to supply its customers' electricity needs, purchasing all but a small portion of its
electricity from third parties. Natural gas and market purchases represent the sources of most of
the company's purchased electricity. LIPA's limited owned generation capacity consists of a
224-megawatt, 18% interest in the Nine Mile Point 2 nuclear plant, which accounted for about
11% of its retail energy requirements in 2021. The combination of a nuclear resource that does not
produce greenhouse gases and purchases from predominantly gas-fired generation resources
and market purchases exposes LIPA to moderate environmental risks. However, the service
territory's extensive coastal exposure heightens susceptibility to storm damage attributable to
climate change.

We believe social credit factors for the stranded securitization sector can be significant due to the
regulated utility networks' importance to local communities, and the corresponding regulatory
focus on service quality, reliability, and, increasingly, affordability. We believe this risk is partly
mitigated by LIPA's long operating history in its service territory.

Governance-related credit factors do not have a material impact on stranded securitizations, in
our view, given the well-defined allocation of cash flows, each transaction party's well-defined
roles and responsibilities, and the transaction's structure, which isolates the assets from the
originators and sellers.

Our preliminary ratings on the bonds were not negatively affected by our consideration of these
factors.
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Transaction Overview

The structure incorporates multi-tranched sinking fund bonds with a semiannual payment
frequency. Principal is paid according to an amortization schedule. Our preliminary ratings on the
bonds address timely interest and full principal payments by each tranche's legal final maturity
date, which, under the preliminary structure, is two years after each tranche's expected maturity
date.

The true-up mechanism is the key form of credit enhancement in the transaction. The true-up
adjustment will be made at least annually but may occur more frequently as necessary to correct
any overcollection or under collection of the restructuring charges. The true-up mechanism
ensures sufficient collections to make timely payment of interest and scheduled principal on the
bonds, as well as ongoing financing costs until the bonds are paid in full. In addition, there is a
0.50% operating cost reserve fund and a separate 0.50% debt service reserve fund. Both accounts
will be replenished, if necessary, through the true-up mechanism.

The debt service reserve fund level required on or before Nov. 15, 2022, will be the greater of $0 or
the sum of the semiannual interest amount due on the Dec. 15, 2022, payment date plus 0.50% of
the principal amount of series 2022 bonds then outstanding minus the series' minimum principal
amount that is expected to be paid on any subsequent payment date according to the expected
amortization schedule. After Nov. 15, 2022, the required amount will exclude the requirement to
fund the semiannual interest payment.

The following chart represents a general summary of the transaction parties underlying the
offering of the series 2022 restructuring bonds, their roles, and their various relationships to each
other.

www.spglobal.com September 13, 2022       5

© S&P Global Ratings. All rights reserved. No reprint or dissemination without S&P Global Ratings' permission. See Terms of Use/Disclaimer
on the last page.

2892430

Presale: Utility Debt Securitization Authority (Series 2022)



The transaction's strengths include the following:

- The restructuring property (including the restructuring charge, which is collected from all
electricity customer classes), as defined by legislation and the financing order, is irrevocable,
nonbypassable, and uncapped. The restructuring property will continue to exist until the date
on which all restructuring bonds and associated costs are paid in full.

- A diverse and affluent ratepayer base.

- The periodic adjustment mechanism to the level of consumer charges, known as a "true-up,"
ensures timely repayment of principal and interest and ongoing financing costs related to the
restructuring bonds. The billing rate is adjusted to ensure collections match the issuer's
payment obligations (including the two reserve accounts) on an annual basis. The servicer must
file true-ups at least annually (after the first 12 months). True-ups may occur semiannually if,
following a mid-year review process, the servicer determines that collections will not be
sufficient to make the anticipated scheduled payments. True-ups may occur as frequently as
quarterly if any of the bonds are not repaid by their respective last scheduled maturity date.

- The time between each tranche's expected and legal final maturity dates allows for the true-up
mechanism to adjust the restructuring charge, if necessary, due to any shortfalls in collections.

- There is no dollar cap on restructuring charges in the financing order.

- The combined fully funded reserve accounts (which comprise a 0.50% operating cost reserve
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fund and a separate 0.50% debt service reserve fund) equal 1.00% of the restructuring bonds'
issuance amount and will be available to cover any shortfalls in collections. The account
shortfalls will be included in the restructuring charge's periodic adjustment and be replenished
from collections.

- Any successor to LIPA's electrical distribution system will be obligated to perform the servicing
function.

The transaction's weaknesses include the following:

- The transaction may experience significant forecasting variance due to inaccurate forecasting
assumptions or unpredictable events (natural disasters).

- There is potential volatility in consumption and collections, which could result from inaccurate
forecasting of electricity consumption, weaknesses in transmission and distribution
infrastructure, or damage from natural disasters due to climate change. Any disruption in
LIPA's ability to deliver electricity could cause a delay or reduction in restructuring charge
collections.

- Sustained service disruption moratoriums, similar to those instituted during the COVID-19
pandemic, could cause delays and unplanned variances in collections.

- The issuer's ability to make required payments to the noteholders could be negatively affected
if the servicer is unable to remit the amounts collected from ratepayers (e.g., in the event of a
cyberattack or other disruption to the servicer's systems).

- The transaction relies on LIPA, the servicer, to continue servicing in a manner that is consistent
with its current servicing practices and not adverse to the restructuring bond property. In
addition, there is some commingling risk.

- Bankruptcy of LIPA (the initial servicer) or a successor servicer could result in loss or delay in
the payments to restructuring bond holders.

- All six of UDSA's prior issuances rely on the customers from the same service territory.
Restructuring charges from previous UDSA issuances are additive. Therefore, once the series
2022 transactions closes, the aggregate charge across all UDSA issuances is expected to
comprise approximately 8.27% of the average residential customer's total bill. This will
increase to 10.35% one month after the transaction closes because the first period's
restructuring charge is de minimis, given the additional funds added to the debt service reserve
fund to make the series 2022 bond interest payments on the first payment date. These levels
are at the high end of the charges we have seen across stranded cost transactions we rate.

The transaction's weaknesses are mitigated by the following factors:

- In our stress scenarios, which include stresses assuming inaccurate forecasting, each tranche
is paid in full before its respective legal final maturity date.

- The true-up mechanism and the transaction's ability to draw from the reserve accounts may
lessen the effect of consumption volatility.

- The reserve accounts are funded with 0.50% for the operating cost reserve fund and 0.50% for
the debt service reserve fund, both expressed as a percentage of the initial principal balance of
the restructuring bonds. All funds in the accounts will be held by the trustee in the issuer's
name, and the servicer would need no further action for the trustee to access the funds. Also,
since the operating cost reserve target is calculated as a percentage of the initial bond balance,
the liquidity support builds over the life of the transaction as the bonds amortize.
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- The transaction permits the servicer to file for non-standard true-ups, which could be used to
address material, unforeseen variances in collections.

- The transaction also benefits from an excess funds subaccount that is funded with collected
funds remaining after the bondholders and other parties have been paid. Funds from this
account will also be available to make payments on the restructuring bonds.

- The issuer is bankruptcy remote, and the financing order provides for true sale of restructuring
property and perfection of the trustee's security interest in the restructuring property.

- The restructuring charges are not subject to the lien that secures the Authority's existing
secured debt (i.e., there is no cross-collateralization among UDSA issuances because each is
issued by a separate financing order and discrete restructuring property).

- In our stress scenarios, we consider the potential increase in the typical retail customer's bill
due to the series 2022 restructuring charge to be reasonable, given the high income associated
with consumers in LIPA's service territory.

- The initial fixed-rate charge is expected to comprise approximately 0.24% of an average
residential customer's total bill. This will increase to 2.32% one month after the transaction
closes. We stressed the cash flows for potential loss of collections due to the servicer's
bankruptcy and believe a replacement servicer would face the same regulatory and economic
environment as LIPA. Therefore, we do not expect significant changes in servicing practices if
the servicer were to be replaced.

Prior Transactions

The series 2022 restructuring bonds are the issuer's sixth restructuring bond issuance. The
previous series were issued in 2013 through 2017:

- The $2,022,324,000 series 2013 issuance was the first securitization under the LIPA Reform
Act, provided by Restructuring Cost Financing Order No. 1.

- The $1,002,115,000 series 2015 issuance was the second securitization under the LIPA Reform
Act, provided by Restructuring Cost Financing Order No. 2.

- The $636,770,000 series 2016A issuance was the third issuance under the LIPA Reform Act,
provided by Restructuring Cost Financing Order No. 3.

- The $469,320,000 series 2016B issuance was the fourth issuance under the LIPA Reform Act,
provided by Restructuring Cost Financing Order No. 4.

- The $369,465,000 series 2017 issuance was the fifth issuance under the LIPA Reform Act,
provided by Restructuring Cost Financing Order No. 5.

Based on the securitization law as amended in 2021, the issuer may issue additional restructuring
bonds, subject to a cap of $8.5 billion that includes all prior issuances. Each restructuring bond
issuance is secured by distinct collateral that is created according to a new financing order and
transaction documents (including separate restructuring property and a separate trust
indenture). These financing orders are substantively the same, and each order permits the issuer
to issue additional restructuring bonds up to the cap amount.
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Sector Outlook

The transaction is a stranded-cost securitization, with performance that is generally correlated to
the state of the local economy and the utility's ability to generate a constructive regulatory
outcome. In New York, and in many other states due to recently passed legislation, securitization
is viewed as a tool utilities can use to recoup costs efficiently. This is LIPA's sixth restructuring
bond securitization issued to reduce debt costs under the LIPA Reform Act, which was passed
(Part B of Chapter 173) by the New York State Assembly and Senate on June 21, 2013.

Electric overhead networks are at a higher risk profile for physical risks, including wildfires,
hurricanes, and storms. In North America, the pace and economic impact of these incidents has
increased over the past several years.

As the economy moves closer to net zero carbon, the electric network sector will likely have to
accelerate its capital investments, which will impact customers' bills. This includes strategic
investments to accommodate the growing share of renewables, a more decentralized electric grid,
and improving networks' technological capabilities.

Natural gas networks could face increased energy transition risks. Over the longer term, a
faster-than-expected transformation to almost full electrification could curb demand for gas,
making it more difficult for natural gas-dependent utilities, such as LIPA, to manage regulatory
risk.

Social risks are also important for credit quality because this sector provides an essential service
that must remain affordable and reliable. Governments and regulators have been increasingly
focused on affordability, and this could translate into increasing credit risks for networks. As the
customers continue to face higher costs from aging infrastructure, increasing regulatory
requirements, inflation, higher commodity prices, and ongoing investments in renewables and grid
strengthening as part of the energy transition, we believe this could negatively affect the sector's
ability to manage regulatory risk and profitability.

Utility networks face higher societal risks as the customer bill becomes more volatile, often
resulting in a higher percentage of dissatisfied customers and increasing the difficulty for the
utility to manage regulatory risk. Increased capital spending, rising commodity prices, and
inflation are simultaneously putting pressure on customers' bills. Given these threats, utilities,
regulators, and governments will all have to work constructively to avoid customer rate shock.
While infrequent, natural gas networks are at risk for explosions that can involve significant
casualties, leading to reputational and litigation risk--especially in the case of poor maintenance
management. In addition to financial penalties, repeated poor operating performance can lead to
loss of reputation, which could create difficult relationships with regulators and hinder the utility's
negotiation power during a tariff reset.

Securitization Law And Financing Order

The securitization law (part B of chapter 173, the LIPA Reform Act, Laws of State of New York,
2013) created the issuing entity, UDSA, and provided a legislative foundation for its restructuring
bond issuance to allow the Authority to retire a portion of its outstanding debt. This is expected to
help customers save money on a net present value basis.

The series 2022 bonds will be secured by the series 2022 restructuring property created according
to the irrevocable financing order No. 6. issued by the Authority and approved by the PACB. The
restructuring property includes the right to impose, collect, and receive non-bypassable
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restructuring charges from retail electric customers in an amount to pay principal, interest, and
ongoing qualified costs in connection with the bonds.

State Pledge

As a provision of the securitization law, New York state has made certain pledges and agreements
with the issuer, the Authority, the bondholders, and other financing parties until the bonds and
any ancillary agreements have been paid and performed in full. The state has pledged and agreed
to not:

- Take or permit any action that limits, alters, or impairs the restructuring property's value.

- Impair the rights and remedies of the Authority, the issuer, LIPA, the bondholders, or any other
financing parties or the security for the bonds or ancillary agreements.

- Except as permitted in connection with a true-up adjustment mechanism authorized by the
securitization law and set forth in Restructuring Cost Financing Order No. 6, reduce, alter, or
impair restructuring charges that are to be imposed, collected, and remitted for the benefit of
the Authority, the issuer, the bondholders, and other financing parties, as applicable, until any
and all principal, interest, redemption price, ongoing financing costs, and amounts to be paid to
any assignee or financing party under any ancillary agreement in connection with the bonds
have been paid or performed in full.

The Servicer And Customer Base

LIPA provides electric transmission and distribution services in a geographical area that includes
most of Nassau and Suffolk counties, where income levels are about 160% and 143% of the
national household effective buying income, respectively, and a small portion of Queens County
(known as the Rockaways) in New York. The Authority and LIPA have entered into agreements with
third parties to provide the service and maintenance functions in connection with their operations.

LIPA's service area includes approximately 1.2 million customers. The customer base is large,
highly residential, and generally affluent, which contributes to revenue stability and predictability.
Peak usage reached approximately 19,610 billed gigawatt hours in 2017 through 2021 (see table
1). As of Dec. 31, 2021, about 54.2% of the utility's annual electric revenues were from residential
customers, 44.2% from commercial customers, and about 1.6% from street lighting, sales to
public authorities, and miscellaneous others (see table 2). LIPA's largest customer, the Long
Island Rail Road, accounts for less than 2% of total sales and revenue.

Table 1

Retail Electric Usage (Billed GWh Sales)

Class 2017 2018 2019 2020 2021

Residential 9,089 9,539 9,076 9,568 9,535

Commercial 9,401 9,515 9,250 8,522 8,782

Street lighting 120 119 109 101 98

Other public authorities 438 437 366 390 383

Total 19,047 19,610 18,801 18,580 18,798
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Table 2

Billed Retail Electricity Delivery Service Revenue (Mil. $)

Class 2017 2018 2019 2020 2021

Residential 1,822 2,000 1,875 2,059 2,133

Commercial 1,471 1,488 1,553 1,569 1,740

Street lighting 19 20 19 18 19

Other public authorities 49 49 37 42 42

Total 3,361 3,356 3,484 3,688 3,934

LIPA, acting as initial servicer according to the servicing agreement, or any successor servicer as
provided by financing order No. 6, will be responsible for servicing the series 2022 restructuring
property, including billing and collecting related restructuring charges on the issuer's behalf. The
issuer and LIPA will also enter into an administration agreement in which LIPA, acting as
administrator, will perform certain duties on the issuer's behalf.

On Jan. 1, 2014, LIPA entered into an operations services agreement with PSEG-LI, in which
PSEG-LI provides operations, maintenance, and related services, including billing and collections.

Within the retail customer base, there are different customer classes that are classified by the
type of electric usage (see table 3 for the average number of metered customers by class).

Table 3

Annual Average Metered Electric Customers (No.)

Class 2017 2018 2019 2020 2021

Residential 1,008,486 1,011,527 1,015,708 1,020,864 1,024,507

Commercial 115,358 115,455 115,915 116,042 117,435

Street lighting 5,464 5,468 5,619 5,605 5,491

Other public authorities 129 129 129 129 129

Total 1,129,437 1,132,579 1,137,371 1,142,640 1,147,562

Table 4 shows the total actual electric consumption compared with the forecasted electric
consumption, in megawatt hours for the past five years.

Table 4

Annual Forecast Variance For Ultimate Electric Delivery

2017 2018 2019 2020 2021

Forecast (MWh) 19,521,596 19,398,440 18,890,438 18,689,834 18,058,308

Actual (MWh) 19,047,214 19,610,235 18,800,611 18,580,479 18,798,396

Variance (%) (2.43) 1.09 (0.48) (0.59) 4.10

Structural Analysis

Principal will be paid sequentially according to each tranche's expected maturity date, and
interest will be paid pro rata.
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If an event of default occurs, principal and interest will be paid pro rata. A failure to pay principal
by each tranche's expected maturity date is not considered an event of default. However, principal
must be paid in full by each series' legal final maturity date.

Our preliminary ratings on the bonds address timely interest and full payment of principal by each
tranche's legal final maturity date, which is two years after the expected maturity date.

The following are events of default with respect to the bonds:

- Failure to pay interest or the redemption price within five business days when due and payable;

- Failure to pay principal by each tranche's legal final maturity date;

- The issuer fails to observe or perform any material covenant or agreement, or on any
representation and warranty, and subsequent remedial action is not taken or cured within 30
days after the date the notice of default is given, or if the notice is given by the holders of at
least 25% of the bonds' outstanding amount;

- A court with appropriate jurisdiction files a decree or order of relief under any applicable
bankruptcy, insolvency, or other similar law that remains unstayed for 90 consecutive days;

- Commencement against or consent by a bond issuer of a voluntary bankruptcy, insolvency, or
other similar law;

- The bond issuer consents to appoint a receiver, liquidation, or similar official;

- The issuer makes any general assignment for the creditors' benefit;

- The issuer fails to pay its debt; and

- The state of New York or any of its agencies, officers, or employees violate the state pledge of
financing order.

An acceleration of the bonds will remedy an event of default. However, in practice, the bond
payments will be made when the funds become available from retail customer payments. The
following are events of default with respect to the servicer's role:

- Failure to remit payments within five business days;

- Failure to observe or perform any covenant or agreement, and subsequent remedial action is
not taken within 60 days after the date that the issuer, the Authority, the allocation agent, the
administrator, or the bond trustee gives written notice of the default; or after the servicer
discovers the failure;

- A representation or warranty made by the servicer is incorrect and has a material adverse
effect that continues unremedied for 60 days after written notice is given; and

- A servicer insolvency event occurs.

Payment Waterfall

The transaction payments will be made in the order of priority outlined in table 5.

Table 5

Payment Waterfall

1 To the trustee, all fees, costs, expenses (including legal fees and expenses); and to the extent not exceeding
$800,000 per calendar year, indemnities.
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Table 5

Payment Waterfall (cont.)

2 The servicing fee for the payment date (0.05% of the aggregate initial principal amount of the bonds) and any
unpaid servicing fees from prior payment dates, not to exceed 0.60% of the bonds' aggregate initial principal
amount.

3 To the administrator, the administration fee ($100,000 annually) and all unpaid administration fees from
previous payment dates; and then all amounts due to the issuer's trustees.

4 All other operating expenses for that payment date.

5 Any overdue semiannual interest and then semiannual interest.

6 Principal due and payable on the bonds due to an event of default (assuming the bonds have been declared
immediately due and payable) or on a tranche's final maturity date.

7 To the bondholders, semiannual principal according to the bonds' maturity date schedule.

8 Any indemnity amounts the issuer owes to the trustee--if they exceed $800,000 in each calendar year.

9 The servicing fee for the current payment date and any unpaid servicing fees from prior payment dates--if they
exceed 0.60% of the bonds' aggregate initial principal amount.

10 To the debt service reserve subaccount, the amount, if any, by which the required debt service reserve level
exceeds the amount in the debt service reserve subaccount as of the payment date.

11 To the operating reserve subaccount, the amount, if any, by which the required operating reserve level exceeds
the amount in the operating reserve subaccount as of the payment date.

12 Any amount over the required debt service reserve level will be retained in the debt service reserve subaccount
to be applied to items 5 and 7 above on the next payment date; and any remaining excess will be held in the
account and applied on the succeeding payment dates.

13 The balance, if any, to the excess funds subaccount for distribution on subsequent payment dates.

Cash Flow Analysis

To determine whether the available credit support is sufficient to withstand the assumed losses,
we examined various stressed cash flow scenarios. We stressed the expected-case cash flows
using the forward customer usage forecasts, assumed collections, and charge-off experience. The
annual forecast to actual electricity usage differed among the customer classes. However, we
believe the stresses we applied to the collections in our cash flow analysis are sufficient to cover
the levels of variance shown by the historical data across all customer classes, consistent with the
assigned preliminary ratings.

When stressing the expected forward cash flows, for all scenarios, we used the forward forecast of
electric usage provided by the servicer. We applied the starting restructuring charges and
adjusted the charge annually, based on stressed electric consumption. We increased annual
charge-offs by five times the seller's average actual annual charge-off percentage in 2017, 2018,
and 2019 (charge-offs from 2020 and 2021 were excluded from the average because they were
atypically low due to a COVID-19-related moratorium on service disconnections). We also applied a
collection curve to lag actual collections, based on the servicer's historical data. The coupon rate
on each class was set based on expected market conditions for that debt at issuance.

The preliminary ratings also reflect the following four revenue decline and collection stress
scenarios.
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Scenario 1

- Zero sales were assumed for July and August of each year for all users. This stress simulates
the annual servicer default and replacement where parts of the collections are lost.

- A constant 12% annual revenue decline was applied to all users starting in the first year. This
decline was maintained until a specified total cumulative revenue decline of 60% was achieved.
Then revenues were maintained flat for the duration of the transaction.

Scenario 2

- Zero sales were assumed for July and August of each year for all users. This stress simulates
the annual servicer default and replacement where parts of the collections are lost.

- A constant 12% annual revenue decline was applied to all users in the second year of the
transaction. This decline was maintained until a specified total cumulative revenue decline of
60% was achieved. Then revenues were maintained flat for the duration of the transaction.

Scenario 3

- Zero sales were assumed for July and August of each year for all users. This stress simulates
the annual servicer default and replacement where parts of the collections are lost.

- Sales were oscillated by first decreasing and then increasing sales by 20% annually over the
life of the transaction.

Scenario 4

- Zero sales were assumed for July and August of each year for all users. This stress simulates
the annual servicer default and replacement where parts of the collections are lost.

- Sales were oscillated by first increasing and then decreasing sales by 20% annually over the
life of the transaction.

Scenario 2 addresses liquidity risk in years when the principal amortization is light. In any given
year, timely interest payments cannot be missed. However, missed scheduled principal
amortization can be added to the next period's true-up amount without causing an event of
default (before the principal legal final maturity). This true-up provision essentially turns
scheduled principal amortization in that period into a form of liquidity support--in addition to the
transaction's funded and periodically replenished reserve accounts.

We reviewed the cash flow models for all four scenarios. The cash flow results show that the
bonds' interest is paid on time and all principal is ultimately paid before each tranche's legal final
maturity date under each scenario. The main factor contributing to principal payment by each
tranche's legal final maturity is the true-up mechanism rate that adjusts the restructuring charge
to recover sufficient funds to repay the bonds as due.
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Legal Considerations

The issuer is a special-purpose, corporate municipal instrumentality, body corporate and politic,
political subdivision, and New York public benefit corporation. We expect the issuer to comply with
our bankruptcy-remoteness criteria. In rating this transaction, we will review the legal matters
that we believe are relevant to our analysis, as outlined in our criteria.

Related Criteria

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

- Criteria | Structured Finance | General: Global Framework For Payment Structure And Cash
Flow Analysis Of Structured Finance Securities, Dec. 22, 2020

- Criteria | Structured Finance | ABS: Global Methodology And Assumptions For Nonfinancial
Future Flow Transactions, Jan. 16, 2020

- Criteria | Structured Finance | Legal: U.S. Structured Finance Asset Isolation And
Special-Purpose Entity Criteria, May 15, 2019

- Criteria | Structured Finance | General: Counterparty Risk Framework: Methodology And
Assumptions, March 8, 2019

- Criteria | Structured Finance | General: Incorporating Sovereign Risk In Rating Structured
Finance Securities: Methodology And Assumptions, Jan. 30, 2019

- Criteria | Structured Finance | General: Global Framework For Assessing Operational Risk In
Structured Finance Transactions, Oct. 9, 2014

- General Criteria: Global Investment Criteria For Temporary Investments In Transaction
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