
Electricity Price Mitigation – 

Appendix   
 

 

 

Ministry of Energy 

 

 

March 1, 2017 

 



CONFIDENTIAL CABINET DOCUMENT 

Electricity Bonds - Asset Securitization Transactions in U.S.: 

Long Island Power Authority and Duke Energy 

1 

Long Island Power Authority (LIPA) Duke Energy 

Key Terms Up to $4.5 billion, in one or more series/tranches, with 

maturity no longer than 30 years. Fixed interest rates for 

each tranche. Estimated net present value savings to 

ratepayers from securitization: $446 million. 

$1.283 billion plus bond issuance costs, in one or more 

series/tranches, with maturity up to 23 years. Fixed interest rates for 

each tranche. Estimated total savings to ratepayers from 

securitization: $708 million. 

Bond Issuer Special-purpose “public benefit” corporation created by 

statute. 

Wholly owned “limited liability corporation” (structure not available in 

Ontario) of investor-owned Utility.  

Covered Costs Outstanding debt arising mostly from the closing of 

Shoreham nuclear power plant. 

Costs from early retirement or abandonment of nuclear power plants 

and ongoing financing costs. 

Collateral Property Revenues from usage-based “transition charges” (part of 

delivery charge) on all customer bills. 

Revenues from usage-based Asset Securitization Charge (separate 

line item on all customer bills. 

Covered Customers All existing and future grid-connected customers; charges 

not by-passable. 

All existing and future customers; charges not by-passable. 

Issuance Approval 

Process 

Financing order issued by LIPA setting out the amount and 

terms of bond. Public hearings must be held before order 

finalized. 

Utility petitions for financing order from Florida Public Service 

Commission (FPSC), which sets out details of bond issuance, 

including amount and terms. Final structure of transaction reviewed 

by FPSC for limited purpose of ensuring all requirements of law and 

financing order are met. 

Status of Bond  Not debt of the State, although State provides statutory 

pledge not to impair the value of the collateral property. 

Not debt of the State, although State provides statutory pledge not to 

impair the value of the collateral property. 

Governance of Bond 

Issuer 

Board of Trustees appointed by Governor “Bond team” is established by order of the FPSC, which is “visibly 

involved”. 

Adjustment 

Mechanisms 

“Transition charges” adjusted annually based on 

mathematical formula in financing order, to ensure charges 

are adequate for servicing the bond; transitions charges 

may increase or decrease depending on variations in 

consumption. 

Mandatory biannual petition by Utility to FPSC to adjust charges for 

any over or under collection, based on mathematical formula 

provided in the financing order and estimates of consumption for 

each rate class. 
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