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Delivering abetter audit
experience drives us

With KPMG, you can expect an experience that’s better for your team, your
organization, and the capital markets. An experience that’s built for a world

that demands agility and integrity.

We aim to deliver an exceptional client experience by focusing on:

X ‘ @
000
AN

Quality Experience Productivity Insights
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Anaudit
aligned toyou

Your business is unique.

We begin by listening—
helping us better understand
you and your organization

in order to align our efforts.

Powered by our KPMG Clara platform,
we bring clarity to the audit through a
modernized approach that effectively
coordinates the audit, powers our
process with automation and analytics,
and supports clear and transparent
communication through the cycle.

KPMG Clara

YOUR
perspective,
business,
and IT
environment

+

KPMG
expertise,
process,
and
technology

Data extraction
and transformation

Tailored for where you are
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https://audit.kpmg.us/kpmg-clara.html
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Scope of the audit

» Our audit of the financial statements of the Long Island Power Authority (LIPA) as of and for the
year ended December 31, 2023, will be performed in accordance with auditing standards
generally accepted in the United States of America (GAAS) and Government Auditing Standards
(GAS).

» Performing an audit of the financial statements includes consideration of internal control over
financial reporting (ICFR) as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s ICFR.

» Our Report on Compliance with Requirements That Could Have a Direct and Material Effect on
Each Major Program and on Internal Control over Compliance in Accordance with Uniform
Guidance (the Single Audit), will be performed in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance).
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Single Audit

The Uniform Guidance was passed in 2014 that defines the requirements and scope of single audits
Focus of a single audit is compliance requirements that may have a direct and material effect on a major program

Determining when an award is expended is based on when the activity
related to the federal award occurs.

Background

=Q,

Audit must be performed in accordance with
Government Auditing Standards

Audit threshold is $750,000 of federal awards

3 reports are required expended

Requirements

Opinion on the schedule of expenditures of .
federal awards -

Report on internal control and compliance

Report on major federal program compliance
and internal control related to these programs

[
Single audit reports must be submitted within
9 months after the end of the audit period
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OtherReports

LIPA

» Investment Guidelines Compliance Report

» Debt Compliance Report

» Agreed-upon Procedures Report related to the Rate Covenant Calculation and Amounts held in Rate Stabilization Fund
UDSA

» Stand alone financial statement audit

» Investment Guidelines Compliance Report

» Agreed-upon Procedures Report related to UDSA’s Restructuring Property Servicing Agreements (7 reports)

m © 2023 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.



]

equired
ommunicationsto
e Finance and Audrt
ommittee

Prepared on: September 21, 2023
Presented on: September 27, 2023

CHD —= C /I

m © 2023 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.



Our timeline

April — May
Planning and risk assessment

» Debrief on prior year audit with
management

* Planning and initial risk
assessment procedures,
including:

— Involvement of others

— ldentification and
assessment of risks of
misstatements and planned
audit response for certain
processes

* Obtain and update an
understanding of LIPA and its
environment

June — October
Planning and risk assessment

Communicate audit plan

Ongoing risk assessment
procedures, including:

— Identification and
assessment of risks of
misstatements and planned
audit response for remaining
processes

Identify IT applications and

environments

Inquire of the Finance and Audit

Committee, management and

others within LIPA about risks

of material misstatement

November — December
Interim

Evaluate design &
implementation (D&I) of general
IT and automated controls

Evaluate D&l of entity level
controls and process level
controls for certain processes

Evaluate control deficiencies
identified to date

Perform interim substantive
audit procedures

Perform process walkthroughs
and identification of process
risk points for certain processes

Coordinate with Internal Audit

January — March

Year-end

» Perform remaining substantive
audit procedures

« Evaluate results of audit
procedures, including control
deficiencies and audit
misstatements identified

* Obtain written representation
from management

* Review financial statement
disclosures

* Present audit results to the
Finance and Audit Committee
and perform required
communications

* Issue audit reports on financial
statements and other reports

Filing date: Issue audit reports on financial statements and agreed-upon procedures on or before March 30, 2024.

KPMG
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Materiality inthe context of an audit

We will apply materiality in the context of the preparation and fair presentation of the financial statements, considering the
following factors:

Misstatements, including omissions, are
considered to be material if there is a
substantial likelihood that, individually or in
the aggregate, they would influence the
judgment made by a reasonable user based
on the financial statements.

Judgments about materiality are made in
light of surrounding circumstances and are
affected by the size or nature of a
misstatement, or a combination of both.

Judgments about materiality involve both
qualitative and quantitative considerations.

Judgments about matters that are material
to users of the financial statements are
based on a consideration of the common
financial information needs of users as a
group. The possible effect of misstatements
on specific individual users, whose needs
may vary widely, is not considered.

KPMG

Determining materiality is a matter of
professional judgment and is affected by the
auditor’s perception of the financial
information needs of users of the financial
statements.
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Judgments about the size of misstatements
that will be considered material provide a
basis for

a. Determining the nature and extent of risk
assessment procedures;
. |Identifying and assessing the risks of
material misstatement; and

. Determining the nature, timing, and
extent of further audit procedures.




Risk assessment: Significant risks

Management override of controls mm
Yes

Management is in a unique position to perpetrate fraud because of its ability to manipulate accounting records and
prepare fraudulent financial statements by overriding controls that otherwise appear to be operating effectively.
Although the level of risk of management override of controls will vary from entity to entity, the risk nevertheless is
present in all entities.

Significant Audit Areas Accounting Estimates
Revenue recognition, including unbilled revenue recognition of FEMA related funding Marketable securities
Long term debt, including 2023 UDSA securitization PSEG pension and postretirement obligations
Utility plant and property and equipment, including depreciation Leases
Regulatory assets and liabilities Valuation of commodity derivatives and financial derivatives

Relevant factors affecting our risk assessment

» Size and composition of the account

» Volume of activity processed through the account
» Nature of the account and disclosure

* Measurement uncertainty (estimates only)
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Newly effective accounting standards

Effective for calendar year-end companies in 2023

GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment Arrangements
GASB Statement No. 96, Subscription-Based Information Technology Arrangements

GASB Statement No. 99 — Omnibus 2022

GASB Statement No. 100 — Accounting Changes and Error Corrections — an amendment of GASB Statement No. 62

Effective for calendar year-end companies in 2024
GASB Statement No. 101 — Compensated Absences

Note: New GASB statements for fiscal year 2023 and 2024 are not expected to have a material impact on the LIPA’s
financial statements.
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Audit of financial statements Extent of planned involvement

Inquiries of Internal Audit, Collaboration on Walkthrough Process, Review Internal Audit

Internal audit Plan, and Review results of Internal Audits performed
KPMG Tax Review the entity's financial statements to determine tax-exempt status is appropriate
KPMG National Pricing Desk Test the valuation of investment selections
KPMG Risk Analytics Valuation Specialist Testing the valuation of Financial and Commodity Derivative Instrument selections
KERIE)  fone e vt ko mervatons Limtes = st Exgin compans e b gurorise Al s s, -1 " £



Cybersecurity considerations

Factors and forces elevating cybersecurity risks:
+ Shifts to remote work, online customer engagement, digital finance — “remote everything”

 Acceleration of digital strategies/transformation

» Surge and sophistication of cyber attacks

» Risks, vulnerabilities posed by third-party vendors

Your considerations for robust oversight Our audit responsibilities

» Focus on internal controls, access, and security protocols + Evaluate risks of material misstatement resulting from,
among other things, unauthorized access to financial

* |ncrease diligence around third-party vendors
g PERY reporting systems (e.g., IT applications, databases,

* Insist on a robust data governance framework operating systems)
+ Obtain cyber expertise at board or upper management level « Determine whether there is a related risk of fraud
» Provide ongoing cyber awareness training to leaders in the « Develop audit approach based on risk assessment
compan o
y _ _ . + If a cybersecurity incident occurs, we understand and
* Trust but verify the information reported by the Chief evaluate its effect on our audit approach, as well as
Information Officer function and by third-party cyber service evaluate management’s assessment of the effect on the
providers financial statements and disclosures
m © 2023 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member 14
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.



Shared responsibilities: Independence

Auditor independence is a shared responsibility and most effective when management, those charged with governance and audit
firms work together in considering compliance with the independence rules. In order for KPMG to fulfill its professional
responsibility to maintain and monitor independence, management, those charged with governance, and KPMG each play an
important role.

System of Independence Quality Control Certain relationships with KPMG

The firm maintains a system of quality control over Independence rules prohibit:

F;ompliar)ce with in.dependen.ce rules anq firm policies. Timely + Certain employment relationships involving directors,
information regarding upcoming transactions or other officers, or others in an accounting or financial reporting

business changes is necessary to effectively maintain the oversight role and KPMG and KPMG covered persons.

firm’s independence in relation to: . _ _ .
» LIPA or its directors, officers, from having certain types of

* New affiliates (which may include subsidiaries, equity business relationships with KPMG or KPMG professionals.
method investees/investments, sister companies, and other

entities that meet the definition of an affiliate under AICPA
independence rules)

New officers or directors with the ability to affect decision-
making, individuals who are beneficial owners with
significant influence over the Company, and persons in key
positions with respect to the preparation or oversight of the
financial statements
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Responsibilities

Management responsibilities

« Communicating matters of governance interest to
those charged with governance.

» The audit of the financial statements does not relieve
management or those charged with governance of
their responsibilities.

KPMG!

KPMG responsibilities — objectives

Communicating clearly with those charged with
governance the responsibilities of the auditor
regarding the financial statement audit and an
overview of the planned scope and timing of the
audit.

Obtaining from those charged with governance
information relevant to the audit.

Providing those charged with governance with timely
observations arising from the audit that are
significant and relevant to their responsibility to
oversee the financial reporting process.

Promoting effective two-way communication between
the auditor and those charged with governance.

Communicating effectively with management and
third parties.

© 2023 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member
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KPMG responsibilities — other

If we conclude that no reasonable justification for a change
of the terms of the audit engagement exists and we are not
permitted by management to continue the original audit
engagement, we should:

Withdraw from the audit engagement when possible under
applicable law or regulation;

Communicate the circumstances to those charged with
governance, and

Determine whether any obligation, either legal contractual,
or otherwise, exists to report the circumstances to other
parties, such as owners, or regulators.

Forming and expressing an opinion about whether the
financial statements that have been prepared by
management, with the oversight of those charged with
governance, are prepared, in all material respects, in
accordance with the applicable financial reporting
framework.

Establishing the overall audit strategy and the audit plan,
including the nature, timing, and extent of procedures
necessary to obtain sufficient appropriate audit evidence.

Communicating any procedures performed relating to other
information, and the results of those procedures.
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Inquiries
Are those charged with governance aware of:

» Matters relevant to the audit, including, but not limited to, violations or possible violations of laws or regulations?
* Any significant communications with regulators?

* Any developments in financial reporting, laws, accounting standards, corporate governance, and other related matters, and the effect of such developments on,
for example, the overall presentation, structure, and content of the financial statements, including the following:

- The relevance, reliability, comparability, and understandability of the information presented in the financial statements

- Whether all required information has been included in the financial statements, and whether such information has been appropriately classified, aggregated
or disaggregated, and presented?

Do those charged with governance have knowledge of:

» Fraud, alleged fraud, or suspected fraud affecting LIPA?
- If so, have the instances been appropriately addressed and how have they been addressed

Additional inquiries:

*  What are those charged with governance’s views about fraud risks in LIPA?

* Who is the appropriate person in the governance structure for communication of audit matters during the audit?

* How are responsibilities allocated between management and those charged with governance?

* What are LIPA’s objectives and strategies and related business risks that may result in material misstatements?

* Are there any areas that warrant particular attention during the audit and additional procedures to be undertaken?

» What are those charged with governance’s attitudes, awareness, and actions concerning (a.) LIPA’s internal controls and their importance in the entity,
including oversight of effectiveness of internal controls, and (b.) detection of or possibility of fraud?

* Have there been any actions taken based on previous communications with the auditor?

* Has LIPA entered into any significant unusual transactions?

*  Whether the entity is in compliance with other laws and regulations that have a material effect on the financial statements?

*  What are the other document(s) that comprise the annual report, and what is the planned manner and timing of issuance of such documents?

m © 2023 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member 17
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2023 audittees

Fees for the FY 2023 audit will be billed according to the Cost Proposal dated May 15, 2019, and amended June 23, 2019

LIPA Financial Statements

* Independent Auditors’ Report

*  Report on Internal Control over Financial Reporting and Compliance on Other Matters

* Investment Guidelines Compliance Report

*  Debt Compliance Report

»  Agreed-upon Procedures related the Rate Covenant Calculation and Amounts held in Rate Stabilization Fund
*  Required Communications to the Finance and Audit Committee

*  Management letter, if necessary

UDSA Financial Statements

* Independent Auditors’ Report

*  Report on Internal Control over Financial Reporting and Compliance on Other Matters

* Investment Guidelines Compliance Report

»  Agreed Upon Procedures related to the LIPAs Restructuring Property Servicing Agreements (7 reports) (UDSA)
*  Required Communications to the Board of Trustees

*  Management letter, if necessary

2023 Fees for above deliverables Per Cost Proposal

The following reports will be billed separately:

*  Report on Compliance with Requirements That Could have a Direct and Material Effect on Each Major program and on Internal Control over Compliance in
Accordance with Uniform Guidance (formerly OMB Circular A-133)

. General Revenue Bond Series - Issuance Inclusion Letter, as needed

»  Agreed Upon Procedures Report in connection with UDSA securitized offerings (if applicable)
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KPMG

— For additional information and audit committee resources, including National Audit
ues IO ns Committee Peer Exchange series, a Quarterly webcast, and suggested publications,
= visit the KPMG Audit Committee Institute (ACI) at www.kpmg.com/ACI

This presentation to the Audit Committee is intended solely for the information and use of the Audit
Committee and management and is not intended to be and should not be used by anyone other
than these specified parties. This presentation is not intended for general use, circulation or
publication and should not be published, circulated, reproduced or used for any purpose without
our prior written permission in each specific instance.

¥lin {{Ga

kpmg.com/socialmedia

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.
Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is
received or that it will continue to be accurate in the future. No one should act upon such information without appropriate professional advice after a
thorough examination of the particular situation.

© 2023 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization.
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Appendix

KPMG
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U.S. Audit Quality, Transparency, and Impact reports

| - !
T By s
_wu- S
S
 Interactive dashboard highlights key * Provides more granular detail on our
quality metrics commitment to continually enhance
* Details KPMG’s investment in our sueliealy
audit approach, people, technology, * Outlines KPMG LLP’s structure,
quality management system and the governance and approach to audit
future of audit quality

» Discusses how the firm aligns with the
requirements and intent of applicable
professional standards

[ Audit Quality Report ] [ Transparency Report ]

et

Provides annual update on our
progress on meeting goals aligned to
People, Planet, Prosperity, and
Governance

Our goals reflect a materiality
assessment and our aspiration to be
an employer of choice

[ KPMG Impact Plan ]

In addition to this report, we are providing you with our Transparency Report Supplement: Assisting audit committees in meeting NYSE rules on auditor communications
Reports and supplements available at: audit.kpmg.us/auditquality

KPmG!
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Ourvalues

We do what’s right.

We never stop learning and
improving.

We think and act boldly.

We respect each other and
draw strength from our
differences.

We do what matters.

Integrity

Has a moral compass that does
not waver in any situation, big
or small

Does what they say and takes
accountability when they don't

Is honest and forthright, even
when it’s difficult

Is not a bystander; takes action
in the moment to do what's right
and speak up

Upholds the letter and spirit of

our ethical and professional
standards, even under pressure

Excellence

Demonstrates a passion for
quality

Pushes individuals and teams
to reflect and evolve, learning
from both success and failure

Shares knowledge patiently and
generously

Advocates for and role models
life-long personal, technical and
professional growth

Invites feedback and
constructive challenge, and
promptly acts on it

Thinks big, pursuing innovative
ideas and solutions

Openly questions actions
inconsistent with our values,
even when it isn’'t popular

Engages in candid
conversations, caring
personally and challenging
directly

Has a bias for action and
makes tough decisions

Acknowledges mistakes and
limitations; asks for help

Together

Treats everyone with respect
and dignity, always

Fosters an environment of
inclusion, safety and belonging

Builds and nurtures meaningful
relationships with people of all
backgrounds

Embraces our ‘One Firm’
approach, involving those with
different backgrounds,
experiences, and capabilities

Actively listens and acts with
empathy to drive better
outcomes

For Better

Puts the work we do every day
into context

Generously helps out and cares
for others

Acts today to strengthen the
firm for the future

Does small things everyday that
make a difference

Looks beyond themselves to
make a broader impact — from
the individual, to local
communities, to the world at
large

KPmG!
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