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February 24, 2026

Members of the Audit Committee
Suffolk County Water Authority
Oakdale, New York

Dear Members:

We have audited Suffolk County Water Authority’s (the Authority) compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement (the Supplement) that could
have a direct and material effect on the Authority’s major federal programs for the year ended May, 31 2025,
and have issued our report thereon under date of February 24, 2026. A single audit encompasses an audit of
the financial statements and a compliance audit of federal awards. Under our professional standards, we are
providing you with the accompanying information related to the conduct of our compliance audit. We have
previously provided you with the information related to the audit of the financial statements in a presentation
dated August 21, 2025.

Our Responsibility under Professional Standards

We are responsible for forming and expressing an opinion on compliance for the Authority’s major federal
programs based on our audit of the types of compliance requirements referred to above. The Authority’s major
federal programs are identified in the schedule of findings and questioned costs. We have a responsibility to
perform our audit of compliance in accordance with auditing standards generally accepted in the United States
of America (GAAS); 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). In carrying out this responsibility, we planned and performed the audit
to obtain reasonable assurance about whether material noncompliance with the compliance requirements
referred to above occurred, whether caused by error or fraud. Because of the nature of audit evidence and the
characteristics of fraud, we are to obtain reasonable, not absolute, assurance that instances of material
noncompliance are detected. We have no responsibility to plan and perform the audit to obtain reasonable
assurance that noncompliance, whether caused by error or fraud, that is not direct and material to a major
federal program are detected. Our audit does not relieve management or the Members of the Audit Committee
of their responsibilities.

In addition, in planning and performing our audit of compliance, we considered internal control over compliance
with the types of compliance requirements that could have a direct and material effect on each major federal
program as a basis for designing audit procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for the major federal program and to test and report on internal control
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of internal control over compliance.

We also have a responsibility to communicate significant matters related to the audit of compliance that are, in
our professional judgment, relevant to the responsibilities of the Members of the Audit Committee in overseeing
the financial reporting process. We are not required to design procedures for the purpose of identifying other
matters to communicate to you.
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Disagreements with Management

There were no disagreements with management on compliance matters that individually or in the aggregate
could be significant to our report.

Written Communications

Attached to this letter please find copies of the following written communications between management and us:
1. Engagement letter; and
2. Management representation letter.

Confirmation of Audit Independence

We hereby confirm that as of February 24, 2026, we are independent accountants with respect to the Authority
under relevant professional and regulatory standards.

* % *k k %k % %

This letter to the Members of the Audit Committee is intended solely for the information and use of the
Members of the Audit Committee and management and is not intended to be and should not be used by
anyone other than these specified parties.

Very truly yours,

KPMa LP
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Fax (631) 218-1156

February 24, 2026

KPMG LLP

Two Manhattan West

375 9th Avenue

New York, New York 10001

We are providing this letter to confirm our understanding that the purpose of your testing of transactions
and records relating to Suffolk County Water Authority’s (the Authority) federal programs, in accordance
with Title 2 US Code of Federal Regulations Part 200 (2 CFR 200), Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), was to obtain
reasonable assurance that the Authority had complied, in all material respects, with the requirements of
federal statutes, regulations, and the terms and conditions of federal awards that could have a direct and
material effect on each of its major federal programs for the year ended May 31, 2025.

In connection with your audit of the basic financial statements of the Authority as of and for the year
ended May 31, 2025, for the purpose of expressing an opinion as to whether these financial statements
present fairly, in all material respects, the respective financial positions, changes in financial positions,
and, where applicable, cash flows thereof in conformity with U.S. generally accepted accounting
principles, you were previously provided with a letter of representations under date of September 19,
2025. No information has come to our attention that would cause us to believe that any of those previous
representations should be modified.

We confirm having made such inquiries as we considered necessary for the purpose of appropriately
informing ourselves, as of February 24, 2026, the following representations made to you during your
single audit:

1. We are responsible for the design, implementation, and maintenance of effective internal control
over compliance for federal programs that provides reasonable assurance that the Authority is
managing federal awards in compliance with federal statutes, regulations, and the terms and
conditions of the federal award.

2. We are responsible for understanding and complying with the requirements of federal statutes,
regulations, and the terms and conditions of federal awards related to each of the Authority’s federal
programs.

3.  We are responsible for taking corrective action on audit findings of the compliance audit and have
developed a corrective action plan that meets the requirements of the Uniform Guidance.
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We are responsible for the design, implementation, and maintenance of internal controls to prevent
and detect fraud in the administration of federal programs. We have no knowledge of any fraud or
suspected fraud affecting the Authority’s federal programs involving:

a. Management, including management involved in the administration of federal programs.

b. Employees who have significant roles in internal control over the administration of federal
programs.

c. Others where the fraud could have a material effect on compliance with federal statutes,
regulations, and the terms and conditions of federal awards related to its federal programs.

We are responsible for the presentation of the schedule of expenditures of federal awards (SEFA) in
accordance with the Uniform Guidance and:

a. The SEFA, including its form and content, is fairly presented in accordance with the
requirements of the Uniform Guidance.

b. The SEFA includes all expenditures made during the year ended May 31, 2025 for all awards
provided by federal agencies in the form of grants, federal cost-reimbursement contracts, loans,
loan guarantees, cooperative agreements, interest subsidies, insurance, noncash assistance
(such as free rent, food commodities, donated property or donated surplus property), direct
appropriations, and other assistance.

c. The methods of measurement or presentation of the SEFA have not changed from those used
in the prior period.

d. The significant assumptions or interpretations underlying the measurement or presentation of
the SEFA are reasonable and appropriate in the circumstances.

e. We will make the audited financial statements readily available to the intended users of the
SEFA no later than the date of issuance by the entity of the SEFA and the auditors’ report
thereon.

Additionally, we confirm, to the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purposes of appropriately informing ourselves, as of February 24, 2026, the
following representations made to you during your single audit:

6.

The Authority is responsible for complying, and has complied, with the requirements of the Uniform
Guidance.

We have identified and disclosed all of our government programs and related activities subject to
the Uniform Guidance compliance audit.

The Authority has designed, implemented, and maintained effective internal control over compliance
for federal programs that provides reasonable assurance that the Authority is managing federal
awards in compliance with federal statutes, regulations, and the terms and conditions of the federal
award that could have a material effect on its federal programs.

There are no deficiencies, significant deficiencies, or material weaknesses in the design or
operation of internal control over compliance of which we are aware, which could adversely affect
the Authority’s ability to administer a major federal program in accordance with the applicable
requirements of federal statutes, regulations, and the terms and conditions of federal awards. Under
standards established by the American Institute of Certified Public Accountants, a deficiency in
internal control over compliance exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct on a timely basis noncompliance with a type of compliance requirement of a
federal program. A ‘material weakness' is a deficiency, or combination of deficiencies, in internal
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control over compliance, such that there is a reasonable possibility that material noncompliance with
a compliance requirement will not be prevented, or detected and corrected on a timely basis. A
‘significant deficiency’ is a deficiency, or a combination of deficiencies, in internal control over
compliance with a compliance requirement that, is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

The Authority has complied with requirements of federal statutes, regulations, and the terms and
conditions of federal awards related to each of its major federal programs.

The Authority has charged costs to federal awards in accordance with the applicable cost principles.

Federal program financial reports and claims for advances and reimbursements are supported by
the accounting records from which the financial statements have been prepared.

The copies of federal program financial reports provided to you are true copies of the reports
submitted, or electronically transmitted, to the federal agency or pass-through entity, as applicable.

We have identified and disclosed to you the requirements of federal statutes, regulations, and the
terms and conditions of federal awards that are considered to have a direct and material effect on
each major federal program.

We have provided to you our interpretations of any compliance requirements that are subject to
varying interpretations.

We have made available all documentation related to the compliance requirements, including
information related to federal program financial reports and claims for advances and
reimbursements, for major federal programs.

We have made available all federal awards (including amendments, if any) and any other
correspondence relevant to federal programs and related activities that have taken place with
federal agencies or pass-through entities related to major federal programs.

We have identified and disclosed to you all questioned costs and any known noncompliance with
the requirements of federal awards.

We have disclosed to you any communications from federal awarding agencies and pass-through
entities concerning possible noncompliance with the compliance requirements over federal
programs, including communications received from the end of the period covered by the compliance
audit to the date of the auditors’ report.

We have disclosed to you the findings received and related corrective actions taken for previous
audits, attestation engagements, and internal or external monitoring that directly relate to the
objectives of the compliance audit, including findings received and corrective actions taken from the
end of the period covered by the compliance audit to the date of the auditors’ report.

We have provided you with all information on the status of the follow-up on prior audit findings by
federal awarding agencies and pass-through entities, including all management decisions, as
applicable.

We are responsible for, and have accurately prepared, the summary schedule of prior audit findings
to include all findings required to be included by the Uniform Guidance, as applicable.

We have advised you of all contracts or other agreements with service organizations.
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We have disclosed to you all communications from the Authority’s service organizations relating to
noncompliance at the service organizations.

We have disclosed to you whether any changes in internal control over compliance or other factors
that might significantly affect internal control over major federal programs, including any corrective
action taken by management with regard to significant deficiencies and material weaknesses in
internal control over compliance, have occurred subsequent to the period covered by the auditors’
report.

We have disclosed to you all known noncompliance relating to major federal programs occurring
subsequent to the period covered by the auditors’ report.

We have disclosed to you the nature of any subsequent events that provide additional evidence with
respect to conditions that existed at the end of the reporting period that affect noncompliance over
major federal programs during the reporting period.

KPMG assisted management in completing the following SF-SAC workbooks that are uploaded and
submitted to the Federal Audit Clearinghouse:

a. SF-SAC Section 1: Federal awards
b. SF-SAC Section 2: Notes to SEFA
C. SF-SAC Section 5: Corrective action plan

In accordance with Government Auditing Standards, we confirm that we have reviewed,
approved, and accept responsibility for the information included in the SF-SAC workbooks
uploaded and submitted to the Federal Audit Clearinghouse of the data collection form.

29. We have accurately completed the appropriate sections of the data collection form.

30. The reporting package does not contain protected personally identifiable information.

Very truly yours,

Suffolk County Water Authority

Signed by:

ey Smabe

G/ABZUFDO /43U

Jeffrey W. Szabo

Chief Executive Officer

Signed by:

(luris (Leluetts

48CHED19E8004AC

Christopher Cecchetto

Chief Financial Officer
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June 26, 2025

Suffolk County Water Authority
4050 Sunrise Highway
Oakdale, New York 17769

Attention: Mr. Chris Cecchetto, Chief Financial Officer

This letter (Engagement Letter) confirms our understanding of our engagement to provide professional services
to Suffolk County Water Authority (the Authority).

Objectives and Limitations of Services

Financial Statement Audit Services
You have requested that we audit the Authority’s financial statements as set forth in Appendix I.

We have the responsibility to conduct and will conduct the audit of the financial statements in accordance with
auditing standards generally accepted in the United States of America (GAAS) and the standards for financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States
(Government Auditing Standards), with the objectives of obtaining reasonable assurance about whether the
financial statements as a whole are free from material misstatement, whether due to error or fraud, and issuing
an auditors’ report that includes our opinion as to whether the presentation of the financial statements
conforms with U.S. generally accepted accounting principles.

Reasonable assurance is a high level of assurance but it is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users made on the basis of these financial statements.

As part of an audit in accordance with GAAS and Government Auditing Standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also will:

e Identify and assess the risks of material misstatement of the financial statements, whether due to error or
fraud, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion on the financial statements.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall financial statement presentation, including
the disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

e Conclude, based on the audit evidence obtained, whether there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Authority’s ability to continue as a going concern for a
reasonable period of time.
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We will obtain an understanding of the Authority’s internal control relevant to the audit in order to determine the
nature, timing, and extent of our audit procedures for the purpose of expressing an opinion on the financial
statements but not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal
control.

The objective of our audit of the financial statements is not to report on the Authority’s internal control and we
are not obligated to search for material weaknesses or significant deficiencies as part of our audit of the
financial statements. A material weakness is a deficiency, or combination of deficiencies, in internal control,
such that there is a reasonable possibility that a material misstatement of the financial statements will not be
prevented or detected and corrected on a timely basis. A significant deficiency is a deficiency, or combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance. As part of obtaining reasonable assurance about whether the
financial statements are free of material misstatement, we will perform tests of the Authority’s compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have
a direct and material effect on the financial statements. However, our objective is not to provide an opinion on
compliance with such provisions.

Because of the inherent limitations of an audit, together with the inherent limitations of internal control, there is
an unavoidable risk that some material misstatements, fraud, and noncompliance with laws and regulations
may exist and not be detected by an audit of financial statements even though the audit is properly planned and
performed in accordance with GAAS and Government Auditing Standards. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Also, an audit is not
designed to detect matters that are immaterial to the financial statements.

We will also perform certain limited procedures to the required supplementary information as required by
GAAS. However, we will not express an opinion or provide any assurance on the information. Our report
relating to the financial statements will include our consideration of required supplementary information.

We also understand that the financial statements will include a schedule of expenditures of federal awards
(SEFA) which is presented for the purpose of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the financial statements. The information will be
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with GAAS with the objective of expressing an opinion as to whether the
supplementary information is fairly stated, in all material respects, in relation to the financial statements as a
whole.

Subject to the remainder of this paragraph, we will issue a written report upon completion of our audit of the
Authority’s financial statements addressed to the audit committee of the Authority. Circumstances may arise in
which our report may differ from its expected form and content based on the results of our audit. Depending on
the nature of these circumstances, it may be necessary for us to modify our opinion, add an emphasis-of-matter
paragraph or other-matter paragraph to our auditors’ report, or if necessary, withdraw from the engagement. If,
during the performance of our audit procedures, such circumstances arise, we will communicate to the audit
committee our reasons for modification or withdrawal.
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In accordance with Government Auditing Standards, we will prepare a written report, Independent Auditors’
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 (GAGAS report), on our
consideration of internal control over financial reporting and tests of compliance made as part of our audit of the
financial statements. This report will include any material weaknesses and significant deficiencies identified
during the audit. This report will also include any of the following that we identify or suspect:

e Instances of noncompliance with provisions of laws, regulations, contracts, or grant agreements that have a
material effect on the financial statements or other financial data significant to the audit objectives; or

e Instances of fraud that are material, either qualitatively or quantitatively, to the financial statements or other
financial data significant to the audit objectives.

The report will describe its purpose and will state that it is not suitable for any other purpose.
In accordance with Government Auditing Standards, we will also communicate in writing when:

e |dentified or suspected noncompliance with provisions of laws, regulations, contracts, or grant agreements
comes to our attention during the course of our audit that has an effect on the financial statements or other
financial data significant to the audit objectives that is less than material but warrants the attention of those
charged with governance, or

o \We obtained evidence of identified or suspected instances of fraud that have an effect on the financial
statements or other financial data significant to the audit objectives that are less than material but warrant
the attention of those charged with governance.

In accordance with Government Auditing Standards, we are also required in certain circumstances to report
identified or suspected noncompliance with provisions of laws, regulations, contracts, or grant agreements, or
instances of fraud directly to parties outside the auditee.

Uniform Guidance Audit Services

You have requested that we audit the Authority’s major federal programs in accordance with Title 2 U.S. Code
of Federal Regulations Part 200 (2 CFR 200), Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (“the Uniform Guidance”). The Uniform Guidance includes specific audit
requirements, mainly in the areas of internal control and compliance with federal statutes, regulations, and the
terms and conditions of federal awards that may have a direct and material effect on each of the Authority’s
major federal programs.

We have the responsibility to conduct and will conduct the audit of the major programs in accordance with
GAAS, Government Auditing Standards, and the Uniform Guidance with the objectives of obtaining reasonable
assurance about whether material noncompliance with the compliance requirements occurred, whether due to
fraud or error, and expressing an opinion on the Authority’s compliance based on the audit. Reasonable
assurance is a high level of assurance, but it is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will
always detect noncompliance when it exists.

Because of the inherent limitations of an audit, together with the inherent limitations of internal control, there is
an unavoidable risk that some material noncompliance, fraud, and noncompliance with laws and regulations
may exist and not be detected by an audit even though the audit is properly planned and performed in
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accordance with GAAS, Government Auditing Standards, and the Uniform Guidance. The risk of not detecting
material noncompliance resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Noncompliance
with compliance requirements is considered material if there is a substantial likelihood that, individually or in the
aggregate, it could reasonably be expected to influence the judgment made by a reasonable user of the report
on compliance about the Authority’s compliance with the requirements of the federal programs as whole.

As part of an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also will:

e |dentify and assess the risks of material noncompliance, whether due to error or fraud, design and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinions on the major programs.

e Obtain an understanding of the Authority’s internal control over compliance relevant to the audit in order to
design audit procedures that are appropriate in the circumstances and to test and report on internal control
over compliance in accordance with the Uniform Guidance but not for the purpose of expressing an opinion
on the effectiveness of the Authority’s internal control over compliance.

We will perform tests of the Authority’s compliance with federal statutes, regulations, and the terms and
conditions of federal awards we determine to be necessary based on the OMB Compliance Supplement. The
procedures outlined in the OMB Compliance Supplement are those suggested by each federal agency and do
not cover all areas of regulations governing each program. Program reviews by federal agencies may identify
additional instances of noncompliance.

We will prepare a written report (single audit report) which 1) provides our opinion on the Authority’s
compliance with compliance requirements identified as subject to audit in the OMB Compliance Supplement
that could have a direct and material effect on each of its major federal programs and 2) communicates our
consideration of internal control over major federal programs. The single audit report will describe its purpose
and will state that it is not suitable for any other purpose.

Offering Documents

In the event the Authority requests our involvement with a future exempt filing that will include or incorporate by
reference these financial statements and our audit report(s) thereon, professional standards require us to be
separately engaged. The specific terms of our future services with respect to future exempt offerings will be
determined at the time the services are to be performed and will be subject to the negotiation, agreement, and
execution of a specific engagement letter or contract.

In the event the Authority does not engage us to be involved with the offering document, the Authority agrees to
include the following language in the offering document:

“KPMG LLP, our independent auditor, has not been engaged to perform and has not
performed, since the date of its report, included herein, any procedures on the financial
statements addressed in that report. KPMG LLP also has not performed any procedures
relating to this official statement.”
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Our Responsibility to Communicate with the Audit Committee

We will communicate our planned scope and timing for our audits with the audit with the audit committee,
including significant risks identified in planning our audit of the financial statements.

We will report to the audit committee the following matters:

e Material, corrected misstatements that were brought to the attention of management as a result of audit
procedures.

e Uncorrected misstatements accumulated by us during the audit and the effect that they, individually or in
the aggregate, may have on our opinion in the auditors’ report, the effect of uncorrected misstatements
related to prior periods, and that uncorrected misstatements or matters underlying those uncorrected
misstatements could potentially cause future-period financial statements to be materially misstated, even if
the auditor has concluded that the uncorrected misstatements are immaterial to the financial statements
under audit.

e Our views about qualitative aspects of the Authority’s significant accounting practices, including accounting
policies, accounting estimates, and financial statement disclosures.

e Significant unusual transactions, if any.

e Significant difficulties, if any, encountered during our audits.

e Disagreements with management, if any.

e Circumstances that affect the form and content of our auditors’ report, if any.

e Matters that are difficult or contentious for which the auditor consulted outside the engagement team and
that are, in the auditors’ judgment, significant and relevant to those charged with governance regarding
their responsibility to oversee the financial reporting process.

e Other matters required to be communicated by GAAS and Government Auditing Standards.

e Any significant deficiencies and material weaknesses in internal control over compliance that the auditor
identified during the compliance audit.

We will also read minutes, if any, of relevant committee meetings for consistency with our understanding of the
communications made to the audit committee and determine that the audit committee has received copies of all
material written communications between ourselves and management. We will also determine that the audit
committee has been informed of i) the initial selection of, or the reasons for any change in, significant
accounting policies or their application during the period under audit, ii) the methods used by management to
account for significant unusual transactions, and iii) the effect of significant accounting policies in controversial
or emerging areas for which there is a lack of authoritative guidance or consensus.

To the extent that they come to our attention, we will inform the appropriate level of management about any
instances of noncompliance or suspected noncompliance with laws and regulations, unless they are clearly
inconsequential, material errors in the financial statements and any instances of fraud. Further, to the extent
they come to our attention, we also will communicate directly to the audit committee any instances of
noncompliance or suspected noncompliance with laws and regulations, unless they are clearly inconsequential,





Docusign Envelope ID: A739898B-98A8-499A-98F5-EB1E7103BA07

KPMG

Suffolk County Water Authority
June 26, 2025
Page 6 of 13

material errors in the financial statements, and any instances of fraud that involve senior management or that,
in our judgment, cause a material misstatement of the financial statements.

Management Responsibilities

The management of the Authority acknowledges and understands that they have responsibility for the
preparation and fair presentation, in accordance with U.S. generally accepted accounting principles, of the
financial statements and all representations contained therein. Management also is responsible for:

a. ldentifying and ensuring that the Authority complies with laws, regulations, contracts, and grant agreements
applicable to its activities, and for informing us of any known instances of noncompliance or suspected
noncompliance with laws, regulations and provisions of contracts and grant agreements;

b. Providing us with written responses and any planned corrective actions, in accordance with Government
Auditing Standards to the findings included in the GAGAS or single audit report within 10 days of being
provided with draft findings. If such information is not provided on a timely basis prior to release of the
report(s), the report(s) will indicate management did not provide written responses;

c. Distributing the reports issued by KPMG LLP (KPMG).

Management also is responsible for the design, implementation, and maintenance of programs and controls to
prevent, deter, and detect fraud, for adopting sound accounting policies, and for the design, implementation
and maintenance of internal control relevant to the preparation and fair presentation of the financial statements
and to provide reasonable assurance against the possibility of misstatements that are material to the financial
statements whether due to error or fraud. Management is also responsible for informing us, of which it has
knowledge, of all material weaknesses and significant deficiencies in the design or operation of such controls.
The audit of the financial statements does not relieve management or those charged with governance of their
responsibilities.

The management of the Authority also acknowledges and understands that they have responsibility for the
preparation of the SEFA in accordance with the applicable criteria. Management is also responsible for
providing us written representations regarding the supplementary information. Management is also responsible
for including our report on the supplementary information in any document that contains and indicates that we
have reported on the supplementary information, and for including the audited financial statements with any
presentation of the supplementary information that includes our report thereon or making the audited financial
statements readily available to intended users of the supplementary information no later than the date the
supplementary information is issued with our report thereon.

Management of the Authority also acknowledges and understands that it is their responsibility to provide us
with: i) access to all information of which management is aware that is relevant to the preparation and fair
presentation of the financial statements and the compliance requirements applicable to its federal programs
such as records, documentation, and other matters; ii) additional information that we may request from
management for purposes of the audits; and iii) unrestricted access to persons within the entity from whom we
determine it necessary to obtain audit evidence. As required by GAAS, we will make specific inquiries of
management about the representations embodied in the financial statements and the effectiveness of internal
control, and obtain a representation letter from management about these matters. The responses to our
inquiries, the written representations, and the results of audit tests, among other things, comprise the evidential
matter we will rely upon in forming an opinion on the financial statements.
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Management is responsible for adjusting the financial statements to correct material misstatements and for
affirming to us in the representation letter that the effects of any uncorrected misstatements aggregated by us
during the current engagement and pertaining to the latest period presented are immaterial, both individually
and in the aggregate, to the financial statements being reported upon, taken as a whole.

Because of the importance of management’s representations to the effective performance of our services, the
Authority will release KPMG and its personnel from any claims, liabilities, costs and expenses relating to our
services under this Engagement Letter attributable to any misrepresentations in the representation letter
referred to above. The provisions of this paragraph shall apply regardless of the form of action, damage, claim,
liability, cost, expense, or loss asserted, whether in contract, statute, tort (including but not limited to
negligence) or otherwise.

In relation to compliance with the program requirements applicable to its federal awards, management
acknowledges and understands its responsibility for:

e |dentifying the Authority’s federal awards and understanding and complying with the compliance
requirements.

e Designing, implementing and maintaining effective controls that provide reasonable assurance that the
Authority administers federal awards in compliance with the compliance requirements.

e Complying with federal laws, statutes, regulations, rules, and provisions of contracts or grant agreements of
federal awards.

e Evaluating and monitoring the Authority’s compliance with the compliance requirements.

e Taking corrective action when instances of noncompliance are identified, including corrective action on
audit findings of the compliance audit.

In addition to the Uniform Guidance requirements to maintain internal control and comply with the compliance
requirements applicable to federal programs as discussed above, the Uniform Guidance also requires the
Authority to prepare a:

e Schedule of expenditures of federal awards;
e Summary schedule of prior audit findings;

e Corrective action plan; and

e Data collection form (auditee sections).

While we may be separately engaged to assist you in the preparation of these items, preparation is the
responsibility of the Authority. Management is also responsible for submitting the reporting package and data
collection form.

Certain provisions of the Uniform Guidance allow a granting agency to request that a specific program be
selected as a major program provided that the federal granting agency is willing to pay the incremental audit
cost arising from such selection. The Authority agrees to notify KPMG of any such request by a granting
agency and to work with KPMG to modify the terms of this Engagement Letter as necessary to accommodate
such a request.
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To facilitate our audit planning, in accordance with Government Auditing Standards, management agrees to
identify and provide copies of reports, if applicable, of previous audits, attestation engagements, or other
studies that directly relate to the objectives of the audit, including whether findings have been addressed and
related recommendations have been implemented, prior to June 1 each year.

Use of Internal Audit

Management acknowledges and understands that internal auditors providing direct assistance to us will be
allowed to follow our instructions and that personnel of the Authority will not intervene in the work the internal
auditor performs for us. Further, management acknowledges and understands that if, in our sole judgment, we
believe the objectivity of internal auditors providing direct assistance to us has been impaired, we will be unable
to use the work performed or planned to be performed.

Government Auditing Standards require external and internal auditors to meet minimum Continuing
Professional Education (CPE) hours. Therefore, management is responsible for monitoring and documenting
the compliance with the Government Auditing Standards CPE hours of those internal auditors assigned to the
audit in direct assistance roles.

Non-audit service — Certain Assistance Relating to Preparing Financial Statements (including the SEFA)
Word Processing and Reproduction Assistance

We will assist management by providing word processing and reproduction assistance for the Authority’s
financial statements and related notes.

Assistance in Preparing Financial Statements

We will assist management in preparing the financial statements and related notes in accordance with U.S.
generally accepted accounting principles.

We will use information from the trial balance and/or other source documents provided by management to
assist management in preparing the financial statements and related notes. We may also provide advice and
recommendations to assist management of the Authority in performing its responsibilities.

We will not assume management responsibilities on behalf of the Authority.
The Authority agrees to:

e Assume all management responsibilities, including determining the accuracy and completeness of the
financial statements and notes.

e Assign a suitable employee with appropriate skills, knowledge and/or experience to oversee the financial
statement preparation assistance and evaluate the adequacy and results of the services.

e Accept responsibility for the results of the financial statement preparation assistance.
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Dispute Resolution

Any dispute or claim between the parties shall be submitted to non-binding mediation prior to commencing
litigation in New York court of competent jurisdiction.

Either party may seek to enforce any written agreement reached by the parties during mediation, in any court of
competent jurisdiction, provided that any party moving to enforce, confirm or vacate any such agreement or
award, as the case may be, will file such motion under seal unless prohibited under applicable court rules.
Notwithstanding the agreement to such procedures, either party may seek equitable relief to enforce its rights in
any court of competent jurisdiction.

Other Matters

In the event that any term or provision of this Engagement Letter shall be held to be invalid, void or
unenforceable, then the remainder of the Engagement Letter shall not be affected, and each such term and
provision shall be valid and enforceable to the fullest extent permitted by law.

In an effort to facilitate efficient communication between KPMG and the Authority related to the audit and to
track engagement progress during the course of the engagement, KPMG may provide the Authority with
access to certain service coordination tools (e.g. KPMG Clara). If such access is provided to the Authority, the
provisions set forth in Appendix Il shall apply to such access.

The Authority agrees that KPMG may reference the Authority as a client in its marketing materials, including
KPMG websites and social media, indicating the general services rendered (e.g. “Suffolk County Water
Authority” is an Audit client of KPMG LLP”). In addition, the Authority gives KPMG the right to use its logos
solely for presentations or reports to the Authority or for internal KPMG presentations and intranet sites.

The Authority and KPMG acknowledge and agree that each shall comply with all applicable United States
export control laws and regulations in the performance of each party’s respective responsibilities under the
Engagement Letter and in the use of any KPMG Technology or KPMG Clara made accessible to the Authority
hereunder. Unless requested by KPMG to allow it to complete its audit, the Authority will not provide KPMG, or
grant KPMG access to, (a) information (including technical data or technology), verbally, electronically, or in
hardcopy, (b) software or (c) hardware, that is controlled for export by the United States government under the
Arms Export Control Act of 1976, Export Control Reform Act of 2018, the International Traffic in Arms
Regulations (“ITAR”), Export Administration Regulations (“‘EAR”), Department of Energy Part 810 Regulations
or Nuclear Regulatory Commission Part 110 Regulations, except information, software or hardware that is
classified as EAR99 under the EAR (“Export Controlled Information”). If KPMG requests Export Controlled
Information from the Authority, the Authority shall provide KPMG with notice of provision of Export Controlled
Information at least 48 hours prior to providing such Export Controlled Information to KPMG.

Each party represents to the other that neither it nor the KPMG Parties (with regard to KPMG) nor the Authority
Parties (with regard to the Authority) are (i) organized, incorporated or resident in jurisdictions sanctioned by
the United States (by way of example, Cuba, Iran, North Korea, Syria or the Crimea, separatist-held Donetsk,
and Luhansk regions of the Ukraine); (ii) listed in any economic, financial, or trade sanctions related list of
designated parties maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury,
the U.S. Department of State, U.S. Department of Commerce, Public Safety Canada, Global Affairs Canada,
the United Kingdom Office of Financial Sanctions, the United Nations Security Council, the European Union or
any European Union member state; or (iii) owned 50% or more or controlled by parties described in (i) or (ii).
Further, the Authority is not engaging KPMG to provide services directly or indirectly to the jurisdictions in (i) or
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to any party in (ii) or (iii). As used herein, “The Authority Parties” shall mean the Authority and its parent
company and their affiliates, and their respective directors, officers, employees, and agents.

KPMG is a limited liability partnership comprising both certified public accountants and certain principals who
are not licensed as certified public accountants. Such principals may participate in the engagements to provide
the services described in this Engagement Letter.

The audit documentation for this engagement is the property of KPMG. If KPMG receives a subpoena; other
validly issued administrative, judicial, government or investigative regulatory demand or request; or other legal
process requiring it to disclose the Authority’s confidential information (“Legal Demand”), KPMG shall, unless
prohibited by law or such Legal Demand, provide prompt written notice to the Authority of such Legal Demand
in order to permit it to seek a protective order. So long as KPMG gives notice as provided herein, KPMG shall
be entitled to comply with such Legal Demand to the extent required by law, subject to any protective order or
the like that may have been entered in the matter. In the event KPMG is requested or authorized by the
Authority, or is required by law, rule, regulation or Legal Demand in a proceeding or investigation to which
KPMG is not a named party or respondent, to produce KPMG’s documents or personnel as witnesses or for
interviews, or otherwise to make information relating to the service under the Engagement Letter available to a
third party, or the Authority, the Authority shall reimburse KPMG for its professional time and expense as
determined when such circumstances arise.

Pursuant to Government Auditing Standards, and subject to applicable provisions of laws and regulations, we
are required to make appropriate individuals and certain audit documentation available in a timely manner to
others, including Regulators, upon request. In addition, we may also be requested to make certain audit
documentation available to Regulators pursuant to authority provided by law or regulation. If so requested,
access to such audit documentation will be provided. Furthermore, Regulators may obtain copies of selected
audit documentation. Such regulators may intend, or decide, to distribute the copies or information contained
therein to others, including other government agencies.

The Federal Audit Clearinghouse requires the single audit reporting package, which includes the audited
financial statements, to be submitted in a PDF format which is text searchable, unencrypted, and unlocked.
This Engagement Letter serves as the Authority's authorization for the submission of the reporting package in
this format.

KPMG, as an accounting firm, has an obligation to comply with applicable professional standards. Certain
professional standards, including AICPA Code of Professional Conduct Section 1.700, “Confidential The
Authority Information Rule,” adopted by the American Institute of Certified Public Accountants and similar rules
adopted by the boards of accountancy of many states, prohibit the disclosure of the Authority confidential
information without the Authority consent, except in limited circumstances. KPMG represents to the Authority
that KPMG will treat the Authority’s confidential information in accordance with applicable professional
standards.

KPMG may work with and use the services of other members of the international KPMG network of
independent firms and entities controlled by, or under common control with, one or more KPMG member firms
(together with KPMG, the “KPMG Firms”) to provide services to the Authority. The KPMG Firms, together with
the entities comprising KPMG International, shall be referred to herein as the “KPMG Parties.” In connection
with the performance of services under this Engagement Letter, the KPMG Firms may, in their discretion, utilize
the services of third party service providers within or outside of the United States to complete the services
under this Engagement Letter. KPMG Parties and such third parties may have access to your confidential
information from offshore locations. In addition, KPMG uses third party service providers within and outside of
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the United States to provide, at its direction, back-office administrative and clerical, or analytical services to
KPMG and these third party service providers may in the performance of such services have access to your
confidential information. In particular, KPMG’s audit technologies, software productivity tools and certain
technology infrastructure and, necessarily, your confidential information, may be hosted in cloud environments
operated by KPMG Parties or such third party service providers.

In addition, for purposes of fulfilling our professional responsibilities, such as maintaining independence and
performing conflict checks, the Authority will be listed as a client in internal KPMG Parties’ systems accessible
on a need to know basis to KPMG Parties. KPMG represents that it has technical, legal and/or other
safeguards, measures and controls in place to protect your confidential information from unauthorized
disclosure or use; and KPMG shall remain responsible to you for maintaining the confidentiality of your
confidential information. KPMG shall remain responsible to the Authority for the performance of such services
by any KPMG Parties or other third parties, including obligations of confidentiality, to the same extent KPMG is
obligated under the terms of this Engagement Letter.

You also understand and agree that the KPMG Parties, with the assistance of third parties as outlined above,
may use all the Authority’s information to (i) analyze trends, perform comparative analysis, and develop and
improve benchmarks; (ii) develop and improve technology and services; and (iii) improve other services to the
Authority and to provide insights to the Authority about its business. Such information will not be disclosed to
third parties other than third parties as outlined above assisting KPMG Parties with these uses unless such
information is in an aggregated or anonymized format that does not identify the Authority.

It may be necessary or convenient for the Authority to use KPMG-owned or licensed software, software agents,
scripts, technologies, tools or applications (collectively “KPMG Technology”) designed to extract data from the
Authority’s electronic books and records systems or other systems (collectively, “Systems”), in connection with
the audit, or to otherwise facilitate KPMG’s services hereunder. The Authority understands and agrees that it is
solely responsible for following appropriate change management policies, processes and controls relating to
use of such technology (including without limitation appropriate backup of the Authority’s information and
Systems) (collectively, “Change Management Processes”) before any such KPMG Technology is utilized to
extract data from the Systems. In the event the Authority fails to use such Change Management Processes or if
such Change Management Processes prove to be inadequate, the Authority acknowledges that the Systems
and/or KPMG Technology may not function as intended. In consideration of the foregoing, KPMG hereby grants
the Authority the right to use KPMG Technology solely to facilitate the Authority’s necessary or convenient
provision of information to KPMG in connection with the audit, or to otherwise facilitate KPMG’s services
hereunder, and this grant does not extend to any other purposes or use by third parties outside of your
organization without our prior written approval, provided that third party contractors of the Authority having a
need to know in order to perform their services to the Authority are permitted to use KPMG Technology to the
extent necessary for such parties to perform such services, so long as the Authority exercises the same level of
care to protect such KPMG Technology and KPMG confidential information as it uses to protect its own
confidential information, but in no event less than reasonable care. Other than as expressly permitted hereby,
the Authority agrees to keep KPMG Technology confidential, using no less than a reasonable standard of care
to protect it from unauthorized disclosure or use, and to notify KPMG of any legal compulsions to disclose it, in
accordance with the provisions governing legal demand of confidential information which appear in this
engagement letter with respect to which KPMG Technology is being used, mutatis mutandis. KPMG
Technology is not intended to be used as a system of record, repository, or hosting service, and the Authority
acknowledges that its access to KPMG Technology and/or information contained therein may be removed
within a reasonable period of time (no less frequently than annually) following the conclusion of the services to
which such provision of access to KPMG Technology relates. the Authority may not redistribute, reproduce
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(except as necessary to run), modify, commercialize, allow third parties to access (except as permitted above
or as otherwise authorized by KPMG in writing), or reverse engineer or decompile (except where such rights
cannot be limited by applicable law) KPMG Technology. KPMG Technology is provided on an “as is”, “as
available” basis. If KPMG Technology is subject to any third party license terms and conditions, then before
being provided to the Authority, the Authority may be required to accept such terms and conditions before using
KPMG Technology, in which case KPMG will provide such license terms and conditions to the Authority in

writing before the Authority elects to use KPMG Technology.

Except as otherwise provided for in this Engagement Letter, neither party may assign, transfer or delegate any
of its rights, obligations, claims or proceeds from claims arising under or relating to this Engagement Letter
(including by operation of law, in which case the assigning party will, to the extent legally permissible, give as
much advance written notice as is reasonably practicable thereof) without the prior written consent of the other
party, such consent not to be unreasonably withheld. Any assignment in violation hereof shall be null and void.

As required by Government Auditing Standards, we have attached a copy of KPMG’s most recent peer review
report.

For the purpose of complying with the AICPA Code of Professional Conduct, the Authority agrees to provide to
KPMG, at least annually, a complete and accurate listing of all of the Authority’s affiliates as defined by AICPA
Code of Professional Conduct interpretation ET 1.224 Affiliates, Including State and Local Government
Affiliates, as applicable, and agrees to timely provide information to KPMG about events that may result in a
change in the Authority’s affiliates. The Authority further agrees to provide a listing of the Authority’s officers,
directors, individuals who have a beneficial ownership interest (known through reasonable inquiry) that gives
the individual significant influence over the Authority, and individuals in key positions with respect to the
preparation or oversight of the financial statements.

Reports, Services and Associated Fees

Appendix | to this Engagement Letter lists the reports we will issue and the services we will provide as part of
this engagement and our fees for professional services to be performed under this Engagement Letter.

In addition, fees for any special audit-related projects, such as research and/or consultation on special business
or financial issues, will be billed separately from the audit fees for professional services set forth in Appendix |
and may be subject to written arrangements supplemental to those in this Engagement Letter.

* k ok k k k%

Our engagement herein is for the provision of annual audit services for the financial statements and the
Uniform Guidance for the periods described in Appendix |, and it is understood that such services are provided
as a single annual engagement. Pursuant to our arrangement as reflected in this Engagement Letter we will
provide the services set forth in Appendix | as a single engagement for each of the Authority’s subsequent
fiscal years until either those charged with governance or we terminate this agreement, or mutually agree to the
modification of its terms. The fees for each subsequent year will be annually subject to negotiation and
approval by those charged with governance.

This Engagement Letter and any exhibits, attachments and appendices hereto, and amendments thereto
agreed in writing by the parties, shall constitute the entire agreement between KPMG and the Authority with
respect to the subject matter hereof and thereof, and supersede all other previous oral and written
representations, understandings or agreements relating to the subject matter of this agreement.
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We shall be pleased to discuss this Engagement Letter with you at any time. For your convenience in
confirming these arrangements, we enclose a copy of this Engagement Letter. Please sign and return it to us to
indicate your acknowledgement of, and agreement with, the arrangements for our audit of the financial
statements including our respective responsibilities.

Very truly yours,
KPMG LLP

=

Jasgn E. Spiegel
Partner

Enclosure

ACCEPTED

Suffolk County Water Authority

Signed by:

[ s (et

UTIFSUU4AT T

Chris Cecchetto

Title

Date
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Reports, Services and Associated Fees

Based upon our discussions with and representations of management, our fees for services we will
perform are estimated as follows:

Audit of financial statements and related notes to the
financial statements of the Authority as of and for the

years ended May 31, 2025 and 2024 $215,000

Single audit for the year ended May 31, 2024 $30,000

Debt inclusion letter (per offering), if applicable $30,000
Other Reports:

The other reports that we will issue as part of and upon completion of this engagement are as follows:

Report Fee

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 Included

Report on Investment Compliance Included
Fees and Expenses

The above estimates are based on the level of experience of the individuals who will perform the
services. In addition, expenses are billed for reimbursement as incurred. Expenses for items such as
travel, telephone and postage are estimated at $5,000. Circumstances encountered during the
performance of these services that warrant additional time or expense could cause us to be unable to
deliver them within the above estimates. We will endeavor to notify you of any such circumstances as
they are assessed.

Professional standards prohibit us from performing services for audit clients where the fee for such
services is contingent, or has the appearance of being contingent, upon the results of such services.

Professional standards also indicate that independence may be impaired if fees for professional services
are outstanding for an extended period of time; therefore, it is important that our fees be paid promptly
when billed. If a situation arises in which it may appear that our independence would be questioned
because of past due unpaid fees, we may be prohibited from issuing our audit report and associated
consent.

Where KPMG is reimbursed for expenses, KPMG will bill the Authority for the amount it paid and will not
add any markup to the expense. After such expenses are incurred, KPMG may receive rebates or
incentive payments based on its aggregate purchases, which may include expenses reimbursed by the
Authority in addition to other clients. Such rebates are not credited back to the Authority but are used to
reduce KPMG’s overhead.
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KPMG CLARA
TERMS OF USE

As used herein, “KPMG Clara” shall refer to those service coordination tools made available to Suffolk County
Water Authority (the Authority) by KPMG that allow a group of users to access a virtual repository for the
purposes of sharing information, engaging in online discussions, and accessing certain content. These terms
of use (the “Terms”) are between the Authority and KPMG and shall govern the Authority’s use of KPMG
Clara, including content posted to KPMG Clara by KPMG and/or its licensors. If the Authority is comprised of
multiple legal entities, the Authority agrees that (a) it has the authority to bind all such entities, and (b) these
Terms shall govern such entities’ use of KPMG Clara. In the event of any conflict or inconsistency between
these Terms and the contract(s) between KPMG and the Authority to which these Terms or KPMG Clara
relates, these Terms shall govern with respect to the Authority’s use of KPMG Clara only.

1.

The Authority and its Authorized Users (as defined below) may access and use KPMG Clara solely in
furtherance of KPMG’s engagement(s) with the Authority. KPMG Clara is not intended for use as a
document retention system and should not be regarded as a system of record. The Authority should
retain or download any information from KPMG Clara it wishes to retain for its files. Access to
information within KPMG Clara may be removed or become unavailable within a reasonable time
once the corresponding engagement is completed. “Authorized User’ means the Authority’s
employees and other personnel authorized by the Authority and approved by KPMG to access and
use KPMG Clara. The Authority shall ensure that all Authorized Users who access and use KPMG
Clara comply with these Terms. The Authority shall promptly notify KPMG about any Authorized User
who should no longer have access to KPMG Clara or improper access to the password of an
Authorized User.

The Authority may not: (a) copy, translate, modify, adapt or create derivative works from KPMG
Clara; (b) rent, lease, lend, pledge, or directly or indirectly transfer or distribute KPMG Clara to any
third party; or (c) use KPMG Clara to upload, store, post, email, transmit or otherwise make available
any content that is unlawful and/or infringes any intellectual property rights or data protection, privacy
or other rights of any other party. The Authority is responsible for the information its users may upload
to such tools and compliance with all laws and regulations applicable to use or access by the
Authority’s users outside the U.S. (e.g. export control and data privacy laws and regulations). Except
for the license granted herein to the Authority, the Authority acquires no right or interest of any kind in
or to KPMG Clara.

Technical factors such as bandwidth, network configurations, and browser settings can affect KPMG
Clara’s speed and accessibility. KPMG does not guarantee the continuous, uninterrupted or error-free
operability of KPMG Clara, or compatibility with the Authority's computer browser or any other part of
its computing systems. Access to KPMG Clara may be suspended or limited at any time, and content
may be unavailable. KPMG is not responsible for the content of any third-party websites, or
hyperlinks which may be featured on KPMG Clara.

If KPMG’s relationship with the Authority terminates for any reason, all further access to and use of
KPMG Clara by the Authority and its Authorized Users must immediately cease and KPMG may
deactivate or delete related user accounts, unless otherwise required by applicable law or
professional standards to maintain such accounts. KPMG reserves the right to terminate the
Authority’s access to KPMG Clara for any reason.

EXCEPT AS EXPRESSLY STATED IN THESE TERMS, KPMG CLARA IS MADE AVAILABLE ON
AN “AS-1S”, “AS AVAILABLE” BASIS WITHOUT REPRESENTATIONS OR WARRANTIES OF ANY
KIND, WHETHER EXPRESS OR IMPLIED.

Refer to KPMG'’s Privacy Statement (https://home.kpmg/us/en/home/misc/privacy.html) for
information about how KPMG collects, uses, and protects personal data.
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