
 

 

 

   

OFFICE OF INSPECTOR GENERAL 
U.S. Department of Energy 

AUDIT REPORT 
OAI-FS-17-02 November 2016 

 



Department of Energy 
Washington, DC 20585 

 
November 15, 2016 

 
 
MEMORANDUM FOR THE SECRETARY 
 
 
FROM: Rickey R. Hass 

Acting Inspector General 
 
SUBJECT: INFORMATION:  Audit Report on “The Department of Energy’s 

Fiscal Year 2016 Consolidated Financial Statements” 
 
Pursuant to requirements established by the Government Management Reform Act of 1994, the 
Office of Inspector General engaged the independent public accounting firm of KPMG LLP 
(KPMG) to perform the audit of the Department of Energy’s Fiscal Year 2016 Consolidated 
Financial Statements. 
 
KPMG audited the consolidated financial statements of the Department as of September 30, 
2016 and 2015, and the related consolidated statements of net cost, changes in net position, 
custodial activity, and combined statement of budgetary resources for the years then ended.  
KPMG concluded that these consolidated financial statements are presented fairly, in all material 
respects, in conformity with United States generally accepted accounting principles and has 
issued an unmodified opinion based on its audits and the reports of other auditors for the years 
ended September 30, 2016 and 2015. 
 
As part of this audit, auditors also considered the Department’s internal controls over financial 
reporting and tested for compliance with certain provisions of laws, regulations, contracts, and 
grant agreements that could have a direct and material effect on the consolidated financial 
statements.  The audit revealed a certain deficiency in internal control related to the 
reconciliation of environmental liabilities.  The following significant deficiency in the 
Department’s system of internal control is not considered a material weakness.  
 

Reconciliation of Environmental Liabilities:  Office of Management and Budget 
Circular No. A-123, Management’s Responsibility for Internal Control, indicates that 
management should have control activities in place to help ensure that agency objectives 
are met.  The Department had not implemented effective controls to properly reconcile 
and record adjustments in the environmental liability estimate.  Due to turnover late in 
fiscal year 2016 and the lack of a complete set of procedures for new staff to follow, the 
Department did not identify and correct accounting entries of $3.05 billion which would 
have resulted in a net $1.90 billion understatement of the environmental liability.  Upon 
further review during the process of vetting the finding, with additional information 
presented by the National Nuclear Security Administration, the Department determined 
that the largest entry of $2.45 billion was not required.  The amounts were corrected prior 
to the issuance of the Agency Financial Report.  
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The Office of Inspector General issued numerous notices of findings and recommendations to 
management during the course of the audit.  In nearly all instances, management concurred with 
the findings and recommendations.  However, a response to one information technology-related 
finding indicated a partial concurrence.  In addition, one response to a finding pertaining to the 
reconciliation of the Department’s environmental liability indicated a non-concurrence.  All 
findings will be detailed in forthcoming management letters and a management decision will be 
requested, as appropriate. 
 
The results of the auditors’ review of the Department’s compliance with provisions of laws and 
regulations disclosed no instances of noncompliance or other matters that are required to be 
reported herein under Government Auditing Standards, issued by the Comptroller General of the 
United States, or Office of Management and Budget Bulletin Number 15-02, Audit 
Requirements for Federal Financial Statements.   
 
KPMG is responsible for the attached auditors’ report and the opinions and conclusions 
expressed therein.  The Office of Inspector General is responsible for technical and 
administrative oversight regarding KPMG’s performance under the terms of the contract.  Our 
review was not intended to enable us to express, and accordingly we do not express, an opinion 
on the Department’s financial statements, management’s assertions about the effectiveness of its 
internal control over financial reporting, or the Department’s compliance with laws and 
regulations.  Our monitoring review disclosed no instances where KPMG did not comply with 
applicable auditing standards. 
 
I would like to thank each of the Department elements for their courtesy and cooperation during 
the review. 
 
Attachment 
 
cc: Deputy Secretary  
 Administrator for the National Nuclear Security Administration 
 Under Secretary for Science and Energy 
 Deputy Under Secretary for Management and Performance 
 Chief of Staff 
 Chief Financial Officer 
 
 
 
 
Department financial reports are available for download on the Office of the Chief Financial 
Officer Web site: http://www.energy.gov//cfo/reports/agency-financial-reports 
 

 

http://www.energy.gov/cfo/reports/agency-financial-reports
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INDEPENDENT AUDITORS’ REPORT 
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FEEDBACK 
 
The Office of Inspector General has a continuing interest in improving the usefulness of its 
products.  We aim to make our reports as responsive as possible and ask you to consider sharing 
your thoughts with us. 
 
Please send your comments, suggestions, and feedback to OIG.Reports@hq.doe.gov and include 
your name, contact information, and the report number.  You may also mail comments to: 
 

Office of Inspector General (IG-12) 
Department of Energy 

Washington, DC 20585 
 
If you want to discuss this report or your comments with a member of the Office of Inspector 
General staff, please contact our office at (202) 253-2162. 
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