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2014 Audit Results

Audit and other results
 KPMG will issue an unqualified opinion on the Authority’s financial statements as of and for the year ended December 31, 

2014.

 KPMG will issue an unqualified opinion on the Authority’s compliance with the requirements of Section 201.3 of Title Two of 
the Official Compilation of Codes, Rules, and Regulations of the State of New York for the year ended December 31, 2014.

 KPMG will issue a report on the Authority’s Internal Control Over Financial Reporting and on Compliance and Other Matters 
Based on an Audit of Financial Statements Performed in Accordance With Government Auditing Standards

– KPMG did not identify any material weaknesses or significant deficiencies in internal controls

– KPMG did not identify any instances of noncompliance or other matters to report

KPMG complied with the following while performing our audit
 The 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

 Independence requirements

 KPMG’s approach to quality control

KPMG supports Management by:
 Bringing to management’s attention suggestions for improving the Authority’s internal controls and financial reporting 

policies and procedures and other performance improvement observations identified

 Advise the Authority on the interpretation and implementation of new accounting or reporting requirements

 Maintained proactive working relationships with senior management and the Audit Committee
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Significant Estimates and Management Judgments

Significant Estimates/Judgments Audit Focus

Derivative assets and liabilities  Ensured consistency of fair value with available market data; reliability of broker 
quotes and forward price curves

 Reviewed counterparty credit risk-assumptions of likelihood of default and 
calculation of credit valuation allowance

 Mark to model calculations for fair value
 Effectiveness – correlation of hedging instrument with underlying hedged item
 Appropriateness of classification in the statement of net position and disclosures 

in the financial statements

Asset Retirement Obligations and Cost of 
Removal

 Key management estimates and assumptions utilized in the determination of the 
future cost

 Ensure inflation and discount rates utilized by the Authority are reasonable
 Appropriate presentation on the statement of net position (deferred inflow or 

regulatory liability)

We evaluated the key factors, assumptions and other judgments used by management to develop the following significant estimates. We 
noted that such estimates are reasonable in relation to the financial statements taken as a whole.
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Significant Estimates and Management Judgments (continued)

Significant Estimates/Judgments Audit Focus

Other post employment benefits  Assessed the expertise of the actuarial firm utilized by the Authority
 Tested the completeness and accuracy of the census data utilized by the actuary
 Utilized a KPMG Actuarial Specialist to test key assumptions and estimates, such 

as the discount rate, mortality rates, return on plan assets, etc.
 Tested the valuation of the plan assets utilizing KPMG’s National Pricing Desk
 Ensured the Authority had the appropriate disclosures in the financial statements

Regulatory Assets  Tested changes in regulatory assets related to electricity supply market costs
 Tested the recoverability of regulatory assets
 Ensure the amounts are properly presented on the statement of net position

Litigation, environmental, and other 
contingencies 

 Completeness of accruals
 Adequacy of disclosures
 Estimates of amounts and probability of exposure
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Audit Focus Areas

Audit Area Audit Focus

Revenue recognition and accounts 
receivable

 Confirmed accounts receivables with the NYISO and SENY/Wholesale customers as of 
December 31, 2014

 Detail tested SENY/Wholesale revenue by agreeing recorded amounts to invoices and 
cash receipts 

 Agreed SENY/Wholesale billed rates to the approved tariffs 
 Confirmed and detail tested revenue with the NYISO throughout the year
 Detail tested wheeling charges 
 Tested and relied upon IT controls over the Authority’s revenue and invoicing process

Long term debt  Confirmed outstanding long term debt, including commercial paper with third parties 
 Recalculated interest expense throughout the year 
 Reviewed debt covenants and ensured the Authority was compliant as of December 31, 

2014

Capital assets  Tested additions and disposals from capital assets to ensure amounts are appropriately 
capitalized 

 Tested depreciation expense recorded for the year 
 Reviewed the impairment policy to ensure there were no triggering events in 2014

Investments (including the Nuclear 
Decommissioning Trust)

 Tested the fair market value of a selection of investments, utilizing the KPMG National 
Pricing Desk

 Reviewed a sample of investments for compliance with Board approved policies 
 Confirmed the investment balance with the bank as of December 31, 2014 
 Review of financial statements for completeness and accuracy of trust assets and 

obligations 
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Significant Accounting Policies

 Significant accounting policies are disclosed in note 2 to the financial statements.
 We have reviewed the accounting policies utilized by management in preparation of the 

financial statements and found such policies to be appropriate.
 Basis of Reporting – GAS 62
 Impairment of Capital Assets – GAS 42
 Investment Accounting – GAS 31
 Derivative Accounting – GAS 52
 Refunding of Debt – GAS 23
 Pensions – GAS 68
 Regulated Operations – ASC 980
 Asset Retirement Obligations – ASC 510
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Audit Misstatements

Current Year Uncorrected Audit Misstatements: 
 There were no current year uncorrected audit misstatements identified during the audit.

Current Year Corrected Audit Misstatements:
 There were two corrected audit misstatements related to the Authority’s cost of removal obligations 

– At 500MW Facility, the Authority recorded a $4.6 million adjustment to properly reflect the time value of money 
aspect of the cost of removal obligation as of December 31, 2014. 

– As of December 31, 2014, the Authority appropriately presented cost of removal obligations as a deferred 
inflow on the statement of net position in accordance with GAS 65. These amounts had previously been 
presented as a long term regulatory liability on the statement of net position. 

Rollover misstatements from prior periods:   
 There were no uncorrected audit misstatements from prior periods that had a rollover effect on the current year 

statement of revenues, expenses and changes in net position.

Omissions or Other Errors in Disclosure:
 Throughout the normal course of our audit of the financial statements we provided management with comments 

on the financial statements, however during this process no significant omissions or other errors were identified.

Non-GAAP Accounting Policies:
 Neither KPMG nor management have identified policies that are not in accordance with U.S. generally accepted 

accounting policies.
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Internal control findings

Material weaknesses and Significant deficiencies 
 There were no material weaknesses or significant deficiencies in internal controls over financial reporting 

(ICFR) identified at the Authority as of and for the year ended December 31, 2014. 
 All deficiencies in ICFR noted during our audit that are of sufficient importance to merit management's 

attention have been communicated to management.

Change in approach from prior year
 Increased testing and reliance on IT and manual controls in the Authority’s revenue and invoicing process

ICFR Improvement Observations 
 There should be a more formal, documented process for reviewing exceptions identified through 

automated data review processes. Such processes, which currently cover most customer billing 
categories, should be extended to all customers.



Other Matters
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Other Required Communications

Related-party transactions Other than as disclosed, no matters to 
report. 

Litigations, claims, and assessments Other than as disclosed, no matters to 
report. 

Illegal acts or fraud None noted

Noncompliance with laws and regulations None noted

Significant difficulties encountered during
the audit

No matters to report

Disagreements with management No matters to report

Management’s consultation with other accountants None noted

Significant issues discussed, or subject to correspondence, 
with management

No matters to report

Scope limitation None noted

Other findings or issues relevant regarding oversight of the 
financial reporting process

None noted



© 2015 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent 
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

12

Material written communications between KPMG and management

 Engagement letter Previously provided

 Management representation letter To be provided under separate cover

 SAS 114 Letter To be provided under separate cover
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2014 Audit Fees

2014 2013

Audit of the financial statements and related notes to the 
financial statements as of and for the year ended 
December 31st

Reports Issued
• Independent Auditors’ Report on the Authority’s 

financial statements
• Report on Internal Control over Financial Reporting 

and Compliance and Other Matters Based on an Audit 
of Financial Statements Performed in Accordance with 
Government Auditing Standards

• Investment Compliance Report

$ 279,000 $ 271,500
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Responsibilities

Management is responsible for:
 Adopting sound accounting policies

 Fairly presenting the financial statements, including disclosures, in conformity with generally accepted accounting principles 
(GAAP)

 Establishing and maintaining effective internal control over financial reporting (ICFR), including internal controls to prevent,
deter, and detect fraud

 Identifying and ensuring that the Authority complies with laws and regulations applicable to its activities, and for informing 
the auditor of any known material violations of such laws and regulations

 Making all financial records and related information available to the auditor

 Providing unrestricted access to personnel within the entity from whom the auditor determines it necessary to obtain
audit evidence

 Adjusting the financial statements to correct material misstatements 

 Providing the auditor with a letter confirming certain representations made during the audit that includes, but are not limited
to, management’s:

– Disclosure of all significant deficiencies, including material weaknesses, in the design or operation of internal controls 
that could adversely affect the Authority’s financial reporting

– Acknowledgement of their responsibility for the design and implementation of programs and controls to prevent, deter, 
and detect fraud; and

– Affirmation that the effects of any uncorrected misstatements aggregated by the auditor are immaterial, both individually 
and in the aggregate, to the financial statements taken as a whole
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Responsibilities (continued)

The Audit Committee is responsible for:
 Oversight of the financial reporting process and oversight of ICFR

 Oversight of the establishment and maintenance of programs and internal controls designed to prevent and detect fraud

Management and the Audit Committee are responsible for:
 Setting the proper tone and creating and maintaining a culture of honesty and high ethical standards

The audit of the financial statements does not relieve management or the Audit Committee of their responsibilities.
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Responsibilities (continued)

KPMG is responsible for:
 Forming and expressing an opinion about whether the financial statements that have been prepared by management with 

the oversight of the Audit Committee are presented fairly, in all material respects, in conformity with GAAP

 Planning and performing the audit with an attitude of professional skepticism 

 Conducting the audit in accordance with professional standards and complying with the Code of Professional Conduct of 
the American Institute of Certified Public Accountants, and the ethical standards of relevant CPA societies and relevant 
state boards of accountancy, and the Comptroller General of the United States

 Evaluating ICFR as a basis for designing audit procedures, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s ICFR

 Communicating to management and the Audit Committee all required information, including significant matters

 Communicating to management and the Audit Committee in writing all significant deficiencies and material weaknesses in 
internal control identified in the audit and reporting to management all deficiencies noted during our audit that are of 
sufficient importance to merit management’s attention
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Responsibilities for other information in documents containing audited 
financial statements 

 The auditors’ report on the financial statements does not extend to other information in documents containing audited 
financial statements, excluding required supplementary information.

 We are required to: 

– Read the other information to identify material inconsistencies with the audited financial statements or material 
misstatements of fact, and 

– Make appropriate arrangements with management or the Audit Committee to obtain the other information prior to the 
report release date.

 Any material inconsistencies or misstatement of facts that are not resolved prior to the report release date, and that
require revision of the other information, may result in KPMG modifying or withholding the auditors’ report or withdrawing 
from the engagement.
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Independence

 In our professional judgment, we are independent with respect to the New York Power Authority, as that term is defined by 
the professional standards.

 Contact the KPMG Ethics and Compliance Hotline with questions or concerns Phone: 1-877-576-4033 

 Online: www.kpmgethics.com
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KPMG’s Audit Committee Institute (ACI)
Supports Audit Committees and Boards

Webcasts on demand
 Cyber Security – A Practical Approach to Addressing Issues at Hand from Third-Parties and Regulators

 2015 M&A Outlook Survey

 2015 Economic Outlook and Year-end Considerations Plus: Key Financial Reporting Developments & Governance Trends

 KPMG’s Quarterly Outlook for Accounting and Financial Reporting Matters – December 2014

 State and Local Tax Legislative Update

Recent publications
 KPMG’s 2015 Global Audit Committee Survey

 Directors Quarterly: January 2015

 On the 2015 Audit Committee Agenda

 Q4 Focus: Financial Reporting, Auditing, and Regulatory Developments

Resources
 Audit Committee Insights – U.S. and International editions (biweekly electronic publications): www.kpmginsights.com

 ACI Web site: www.auditcommitteeinstitute.com

 ACI mailbox: auditcommittee@kpmg.com

 ACI hotline: 1-877-KPMG-ACI

https://www.kpmg-institutes.com/institutes/advisory-institute/events/2015/01/cyber-sec-third-pty-regulators.html
https://www.kpmg-institutes.com/institutes/advisory-institute/events/2015/01/2015-ma-survey.html
https://www.kpmg-institutes.com/institutes/aci/events/2015/01/2015-economic-outlook-year-end-considerations.html
https://www.kpmg-institutes.com/institutes/financial-reporting-network/events/2015/01/quarterly-outlook-dec-2014.html
https://www.kpmg-institutes.com/institutes/taxwatch/events/2014/12/state-local-tax-legislative-update.html
https://www.kpmg-institutes.com/institutes/aci/articles/2015/01/kpmg-2015-global-audit-committee-survey.html
https://www.kpmg-institutes.com/institutes/aci/articles/2015/01/directors-quarterly-january-2015.html
https://www.kpmg-institutes.com/institutes/aci/articles/2014/12/on-the-2015-audit-committee-agenda.html
https://www.kpmg-institutes.com/institutes/aci/articles/2015/01/q4-focus-financial-reporting-auditing-and-regulatory-developments-board-perspectives.html
http://www.kpmginsights.com/
http://www.auditcommitteeinstitute.com/
mailto:auditcommittee@kpmg.com
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KPMG’s Global Energy Institute

Recent publications
 Energy CEOs Speak Out On Future Growth, Growth Strategy and Tackling the Skills Gap

 2014 KPMG Global Energy Conference Recap

2015 KPMG Global Energy Conference
 May 20-21, 2015; Royal Sonesta Hotel, Houston TX

 Keynote speakers: Jack Welch, Barbara Corcoran, and Michio Kaku

Webcasts on Demand
 Key Tax Developments Affecting the Power and Utilities Industry

 The Agile Utility

Resources
 KPMG Institutes Website

 Global Energy Institute Website

https://www.kpmg-institutes.com/institutes/global-energy-institute/articles/2015/01/energy-ceo-future-growth-strategy.html
https://www.kpmg-institutes.com/institutes/global-energy-institute/articles/2014/09/2014-kpmg-gec-recap.html
http://www.kpmginstitutes.com/global-energy-institute/events/global-energy-conference-2014.aspx
https://www.kpmg-institutes.com/institutes/taxwatch/events/2015/02/tax-dispute-trends-tc.html
https://www.kpmg-institutes.com/institutes/global-energy-institute/events/2014/12/2014-12-the-agile-utility.html
http://www.kpmginstitutes.com/
http://www.kpmginstitutes.com/industries/energy.aspx
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