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25-F-xxxx 
November 15, 2024 

Independent Audit of the EPA’s Fiscal Years 2024 and 2023 (Restated) 
Consolidated Financial Statements 
Why We Did This Audit 

To accomplish this objective: 

We performed this audit in accordance 
with the Chief Financial Officers Act of 
1990, as codified at 31 U.S.C. § 
3521(e), which requires the U.S. 
Environmental Protection Agency 
Office of Inspector General to audit the 
financial statements prepared by the 
Agency each year. Our primary 
objectives were to determine whether 
the EPA’s: 

• Financial statements were fairly
stated in all material respects in
accordance with generally
accepted accounting principles.

• Internal control over financial
reporting was in place.

• Management complied with
applicable laws, regulations,
contracts, and grant agreements.

This requirement for audited financial 
statements was enacted to help 
improve agencies’ financial 
management practices, systems, and 
control so that timely, reliable 
information is available for managing 
federal programs. 

To support this EPA mission-related 
effort: 

• Operating efficiently and
effectively.

Address inquiries to our public 
affairs office at (202) 566-2391 or 
OIG.PublicAffairs@epa.gov. 

List of OIG reports. 

 The EPA Receives an Unmodified Opinion for Fiscal Years 2024 and 
 2023 (Restated) 

We rendered an unmodified opinion on the EPA’s consolidated financial statements for fiscal 
years 2024 and 2023 (restated), meaning that they were fairly presented and free of material 
misstatement. 

 Material Weaknesses and Significant Deficiency Noted 

We noted the following material weaknesses: 

• The EPA did not have adequate internal controls in place to record the 2022
Clean School Bus Rebates Program funds for fiscal years 2024 and 2023.

• The EPA did not develop an adequate process for the Clean School Bus Rebates
Program accrual calculation.

• The EPA significantly understated Superfund State Contract accrual revenue.

We noted the following significant deficiency: EPA property balances are not reliable. 

Noncompliance with Applicable Laws, Regulations, Contracts, and 
Grant Agreements Noted 

We noted the following instances of noncompliance with laws and regulations: 

• The EPA failed to comply with and implement provisions of Office of Management
and Budget Circular No. A-123, Management’s Responsibility for Enterprise Risk
Management and Internal Control.

• The EPA improperly recorded advances as expenses for the Clean School Bus
Rebates Program.

Recommendations and Planned Agency Corrective Actions 

The EPA agreed with all 13 recommendations and have either completed corrective actions 
or provided an estimated time frame for completion. 

The EPA used an existing rebate transaction type that was established to 
record the Clean School Bus rebate payments. This resulted in $828 million of 
rebate payments being recorded as expenses instead of advances. The EPA 
will be developing guidance for new programs on financial management 
considerations that need to be implemented. 
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To report potential fraud, waste, abuse, misconduct, or mismanagement, contact the OIG Hotline at (888) 546-8740 or OIG.Hotline@epa.gov. 

OFFICE OF INSPECTOR GENERAL 
U.S. ENVIRONMENTAL PROTECTION AGENCY 

November 15, 2024 

MEMORANDUM 

SUBJECT: Independent Audit of the EPA’s Fiscal Years 2024 and 2023 (Restated) Consolidated 
Financial Statements 
Report No. 25-F-0010 

FROM: Damon Jackson, Director 
Financial Directorate 
Office of Audit 

TO: Faisal Amin, Chief Financial Officer 

This is our report on the subject audit conducted by the U.S. Environmental Protection Agency Office of 
Inspector General. The project number for this audit was OA-FY24-0086. This report contains findings that 
describe the problems the OIG has identified and corrective actions the OIG recommends. Final 
determinations on matters in this report will be made by EPA managers in accordance with established 
audit resolution procedures. 

The Office of the Chief Financial Officer is responsible for the issues discussed in the report. 

In accordance with EPA Manual 2750, your office completed corrective actions for Recommendations 3, 
7, and 11. Your office also provided acceptable planned corrective actions and estimated milestone dates 
in response to Recommendations 1, 2, 4, 5, 6, 8, 9, 10, 12, and 13. These recommendations are resolved, 
and no final response to this final is required. If you submit a response, however, it will be posted on the 
OIG’s website, along with our memorandum commenting on your response. Your response should be 
provided as an Adobe PDF file that complies with accessibility requirements of section 508 of the 
Rehabilitation Act of 1973, as amended. The final response should not contain data that you do not want 
to be released to the public; if your response contains such data, you should identify the data for 
redaction or removal along with corresponding justification.  

We will post this report to our website at www.epaoig.gov. 

mailto:OIG.Hotline@epa.gov
https://www.epaoig.gov/project-notifications/audit-epas-fiscal-years-2024-and-2023-consolidated-financial-statements
http://www.epaoig.gov/
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Independent Auditor’s Report on the 
EPA’s Fiscal Years 2024 and 2023 
(Restated) Consolidated Financial 

Statements 
 

The Administrator 

U.S Environmental Protection Agency 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the consolidated financial statements of the U.S. Environmental Protection Agency, 
which comprise the consolidated balance sheets as of September 30, 2024 and 2023 (restated); the 
related consolidated statement of net cost, net cost by major program, changes in net position, and 
custodial activity; the combined statement of budgetary resources for the years then ended; and the 
related notes to the financial statements. 

In our opinion, the consolidated financial statements, including the accompanying notes, present fairly, 
in all material respects, the consolidated assets, liabilities, net position, net cost, net cost by major 
program, changes in net position, custodial activity, and combined budgetary resources of the EPA as of 
and for the years ended September 30, 2024 and 2023 (restated), in conformity with accounting 
principles generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audit in accordance with U.S. generally accepted auditing standards; the standards 
applicable to financial audits contained in Government Auditing Standards issued by the comptroller 
general of the United States, commonly referred to as generally accepted government auditing 
standards; and Office of Management and Budget, or OMB, Bulletin No. 24-02, Audit Requirements for 
Federal Financial Statements. Our responsibilities under those standards are further described in the 
“Auditor’s Responsibilities for the Audit of the Financial Statements” section of our report. We are 
required to be independent of the EPA and to meet our ethical responsibilities in accordance with the 
relevant ethical requirements relating to our audits. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinion.   
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Emphasis of Matter 

As described in note 29 to the financial statements, “Restatements,” the EPA identified $370 million in 
expenses that should have been reported on its financial statements as advances in FY 2023. The EPA 
restated its fiscal year 2023 consolidated financial statements to reclassify these prior year prepaid 
assets. The change impacted the FY 2023 balance sheet, statement of net cost, statement of net cost by 
major program, and statement of changes in net position. However, we found that the EPA used 
insufficient documentation to develop its process to calculate the Clean School Bus rebate accrual for 
FYs 2024 and 2023. 

The EPA used an existing rebate transaction type that was established in its financial system known as 
Compass to record the Clean School Bus rebate payments. This resulted in a total of $828 million of the 
Clean School Bus rebate payments as being recorded as expenses instead of advances in FYs 2023 and 
2024. The EPA will be developing guidance for new programs on financial management considerations 
that need to be implemented and discussed. This guidance should also be used during the design phase 
of the program development. 

The Infrastructure Investment and Jobs Act invested $3.5 billion in environmental remediation at 
Superfund sites and reinstated the Superfund chemical taxes, making it one of the largest investments in 
American history to address legacy pollution that harms public health in communities and 
neighborhoods. This funding will allow the EPA to initiate work on all backlogged remedial construction 
projects and accelerate cleanups at National Priority List sites across the country. The EPA estimated the 
FY 2024 tax collections to be about $1.6 billion. In FY 2024, the EPA received an annual Superfund 
appropriation of $538 million. 

Our opinion is not modified with respect to these corrections. 

Responsibilities of Management for the Financial Statements 

The EPA’s management is responsible for the preparation (1) the preparation and fair presentation of 
the consolidated financial statements in accordance with U.S. generally accepted accounting principles; 
(2) preparing measuring and presenting the Required Supplementary Information in accordance with 
U.S. generally accepted accounting principles; (3) preparing and presenting other information included 
in the Agency’s Financial Report, and ensuring the consistency of that information with the audited 
financial statements and the Required Supplemental Information; and (4) designing, implementing, and 
maintaining effective internal control relevant to the preparation and fair presentation of financial 
statements that are free of material misstatement, whether due to fraud or error. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements, as a whole, 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute 
assurance; therefore, it is not a guarantee that an audit conducted in accordance with generally 
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accepted auditing standards, generally accepted government auditing standards, and OMB Bulletin 
No. 24-02 will always detect a material misstatement or material matters when it exists.  

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. Misstatements, including omissions, are considered 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. 

In performing an audit in accordance with generally accepted auditing standards, generally accepted 
government auditing standards, and OMB Bulletin No. 24-02, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether due 
to fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

• Obtain an understanding of internal control relevant to the audit to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the EPA’s internal control. Accordingly, we express no such opinion. 

• Evaluate the appropriateness of accounting policies used, the reasonableness of significant 
accounting estimates made by management, and the overall presentation of the financial 
statements. 

• Perform other procedures we consider necessary in the circumstances. 

We are also required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit, significant audit findings, and certain internal 
control-related matters that we identify during the audit. 

The financial statements include expenses of grantees, contractors, and other federal agencies. Our 
audit work pertaining to these expenses included testing only within the EPA. The U.S. Department of 
the Treasury collects and accounts for excise taxes that are deposited into the Leaking Underground 
Storage Tank Trust Fund. Treasury is also responsible for investing amounts not needed for current 
disbursements and transferring funds to the EPA as authorized in legislation. Since Treasury, and not the 
EPA, is responsible for these activities, our audit work did not cover these activities. 

The Office of Inspector General is not independent with respect to amounts pertaining to OIG 
operations that are presented in the financial statements. The amounts included for the OIG are not 
material to the EPA’s financial statements. The OIG is organizationally independent with respect to all 
other aspects of the Agency’s activities. 
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Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the information in 
the Required Supplementary Information, Supplemental Information, and Management’s Discussion and 
Analysis sections be presented to supplement the EPA’s financial statements. Such information is the 
responsibility of management and, although not a part of the basic consolidated financial statements, is 
required by the OMB and the Federal Accounting Standards Advisory Board, which consider it to be an 
essential part of the financial reporting that places the basic consolidated financial statements in an 
appropriate operational, economic, or historical context. 

We have applied certain limited procedures to the Required Supplementary Information, Supplemental 
Information, and Management’s Discussion and Analysis, in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiring management about the 
methods of preparing and comparing the information for consistency with management’s responses to 
our inquiries, the basic consolidated financial statements, and other knowledge we obtained during the 
audit of the basic consolidated financial statements, in order to report omissions or material departures 
from Federal Accounting Standards Advisory Board guidelines, if any, identified by these limited 
procedures. We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 

Other Information 

EPA’s Other Information contains a wide range of information, some of which is not directly related to 
the financial statements. This information is presented for purposes of additional analysis and is not a 
required part of the financial statements or the Required Supplementary Information. Management is 
responsible for the Other Information included in EPA’s Agency Financial Report. The Other Information 
compromises the following sections: Message from the Chairperson, Message from the Chief Financial 
Officer, Management Discussion and Analysis and Performance. Other Information does not include the 
financial statements and our auditor’s report thereon. Our opinion on the financial statements does not 
cover the Other Information, and we do not express an opinion or any form of assurance thereon. 

In connection with our audit of the financial statements, our responsibility is to read the Other 
Information and consider whether a material inconsistency exist between the Other Information and the 
financial statements, or Other Information otherwise appears to be materially misstated. If, based on 
the work performed, we conclude that an uncorrected material misstatement of the Other Information 
exists, we are required to describe it in our report. 

Report on Internal Control over Financial Reporting  

Results of Our Consideration of Internal Control over Financial Reporting 

In connection with our audits of EPA’s financial statements, we considered EPA’s internal control over 
financial reporting, consistent with the auditor’s responsibilities discussed below. 
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Our consideration of the internal control over financial reporting was for the limited purpose of 
expressing an opinion on the EPA’s financial statements and was not designed to identify all deficiencies 
in internal control that might be material weaknesses or significant deficiencies or to express an opinion 
on the effectiveness of EPA’s internal control over financial reporting; therefore, such deficiencies in 
internal control may exist that we did not identify during our audit. A deficiency in internal control over 
financial reporting exists when the design or operation of control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect and 
correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of 
deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a 
material misstatement of the entity’s financial statements 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 financial reporting that is less severe than a material weakness yet important 
enough to merit attention by those charged with governance. 

We noted certain matters, which we discuss below, involving internal control and its operation that we 
consider to be material weaknesses and significant deficiencies. These issues are summarized below and 
detailed in Attachments A and B. 

Material Weaknesses 

The EPA Did Not Have Adequate Internal Controls in Place to Record the 2022 Clean 
School Bus Rebates Program Funds for FYs 2024 and 2023 

We found that the EPA failed to implement internal controls to make sure funding was properly 
allocated for the 2022 Clean School Bus Rebates Program. The Agency recorded the full amount paid to 
the Clean School Bus rebate recipients as an expense, instead of an advance, prior to the recipient 
expending the funds. The EPA informed us that it paid $567.6 million in FY 2023 and $260.4 million in FY 
2024 to the Clean School Bus Rebates Program recipients, totaling $828 million.  

The EPA Did Not Develop an Adequate Process for the Clean School Bus Rebates 
Accrual Calculation 

We found that the EPA used insufficient documentation to develop its process to calculate the Clean 
School Bus Rebates Program accrual for FYs 2024 and 2023. In order to support its determination on the 
calculation of rebate accruals, the EPA sent the Clean School Bus rebate recipients survey questions 
relating to the recipients’ funding. Since the information the recipients provided to the EPA lacked 
sufficient supporting documentation, the EPA’s FYs 2024 and 2023 Clean School Bus Rebates Program 
accrual could be misstated. 

The EPA Significantly Understated Superfund State Contract Accrual Revenue 

We found that the EPA’s updated Superfund State Contract, or SSC, accrual methodology did not 
recognize SSC state cost share revenue totaling $115,272,077.64 for the third quarter of FY 2024, or 
April, May, and June 2024. Federal financial accounting standards require revenue to be recognized in 
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proportion to the estimated total cost when goods and services are acquired to fulfill a contract. The 
error occurred when the Agency did not consider accounting principles and standards when updating its 
SSC accrual methodology. Significant errors misstate the financial statements and reduce reliance on 
them as a fair representation of the Agency’s financial condition and activities. 

Significant Deficiency 

EPA Property Balances Are Not Reliable 

We found that the EPA’s inventory management process did not adhere to procedures specified in EPA 
Manual 4832, Personal Property Manual, dated June 2017. Based on the information that was provided 
to us from the Agency, we identified the following: property was not received at a designated 
centralized receiving point and property decals were not affixed to EPA property; property held by 
contractors was not reconciled with EPA records; and $5,454,962.57 worth of personal property was 
held as rejected in the EPA’s accounting system. Due to a lag in invoicing, a discrepancy of 
$40,610,646.43 was recorded in the construction in-progress general ledger account instead of property 
recorded in the building account. 

Attachment D contains the status of issues reported in prior years’ reports on the EPA’s consolidated 
financial statements. The issues included in Attachment D should be considered among the EPA’s 
significant deficiencies for FY 2024. We reported more significant internal control matters to the Agency 
during the course of the audit. We will not issue a separate management letter. 

Basis for Results of Our Consideration of Internal Control Over Financial 
Reporting 

We performed our procedures related to the EPA’s internal control over financial reporting in 
accordance with generally accepted government auditing standards and OMB audit guidance. 

Responsibilities of Management for Internal Control over Financial Reporting 

The EPA’s management is responsible for (1) designing, implementing, and maintaining effective 
internal control over financial reporting relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error; (2) evaluating the 
effectiveness of internal control over financial reporting based on the criteria established under the 
Federal Managers’ Financial Integrity Act; and (3) providing an assurance statement on the overall 
effectiveness of internal control over financial reporting included in management’s discussion and 
analysis. 

Auditor’s Responsibilities for Internal Control over Financial Reporting 

In planning and performing our audit of the consolidated financial statements as of and for the year 
ended September 30, 2024, in accordance with generally accepted government auditing standards, we 
considered the EPA’s internal control over financial reporting as a basis for designing audit procedures 
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that are appropriate in the circumstances for the purpose of expressing an opinion on the financial 
statements and to comply with the OMB’s audit guidance, but not to express an opinion on the  
effectiveness of the EPA’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the EPA’s internal control over financial reporting. We are required to report all 
deficiencies that are considered to be significant deficiencies or material weaknesses. We did not 
consider all internal controls relevant to operating objectives, such as those controls relevant to 
preparing performance information and ensuring efficient operations. 

Definition and Inherent Limitations of Internal Control over Financial Reporting 

An entity’s internal control over financial reporting is a process effected by those charged with 
governance, management, and other personnel. The objectives of internal control over financial 
reporting are to provide reasonable assurance that (1) transactions are properly recorded, processed, 
and summarized to permit the preparation of financial statements in accordance with U.S. generally 
accepted accounting principles, and assets are safeguarded against loss from unauthorized acquisition, 
use, or disposition, and (2) transactions are executed in accordance with provisions of applicable laws, 
including those governing the use of budget authority, regulations, contracts, and grant agreements, 
noncompliance with which could have a material effect on the financial statements. 

Intended Purpose of Report on Internal Control over Financial Reporting 

Because of inherent limitations, internal controls over financial reporting may not prevent or detect and 
correct misstatements and projections of any assessment of effectiveness to future periods are subject 
to the risk that controls may become inadequate because of changes in conditions or the degree of 
compliance with the policies or procedures may deteriorate.  

Comparison of the EPA’s Federal Managers’ Financial Integrity Act Report with 
Our Evaluation of Internal Control 

OMB Bulletin No. 24-02 requires us to compare material weaknesses disclosed during the audit with 
those material weaknesses identified in the Agency’s Federal Managers’ Financial Integrity Act report 
that relate to the financial statements. We are also required to identify material weaknesses disclosed 
by the audit that were not communicated in the Agency’s report. 

For financial statement audit and financial reporting purposes, OMB Bulletin No. 24-02 defines material 
weaknesses in internal control as a deficiency or combination of deficiencies in internal control over 



 

8 

financial reporting, such that there is a reasonable possibility that a material misstatement of the 
entity’s financial statements will not be prevented or detected and corrected in a timely basis. 

Report on Compliance with Laws, Regulations, Contracts, and Grant 
Agreements 

Results of Our Tests for Compliance with Laws, Regulations, Contracts, and 
Grant Agreements 

Our tests for compliance with selected provisions of applicable laws, regulations, contracts, and grant 
agreements disclosed two instances of noncompliance for FY 2024 that would be reportable under U.S. 
generally accepted government auditing standards. Providing an opinion on compliance with provisions 
of laws, regulations, contracts, and grant agreements was not an objective of our audit, and accordingly, 
we do not express such an opinion. We identified instances of noncompliance that could result in a 
material misstatement to the audited financial statements. 

We identified two significant matters involving compliance with laws and regulations that came to our 
attention during the course of the audit. We found that the EPA failed to comply with and implement 
provisions of OMB Circular No. A-123, Management’s Responsibility for Enterprise Risk Management 
and Internal Control, and that the EPA improperly recorded advances as expenses for the Clean School 
Bus Rebates Program. Attachment C provides additional details, as well as our recommendations on 
actions that should be taken on this matter. We will not issue a separate management letter. 

The EPA Failed to Comply with and Implement OMB Circular No. A-123 Provisions 

Based on the information the Agency provided to us, we found the EPA failed to implement and 
integrate key elements of OMB Circular No. A-123 such as: 

• Assessment process for internal controls. 

• Governance structure for risk management and defining risk appetite. 

• Completion of annual risk profiles. 

These key inputs determine the level and effectiveness of internal controls testing and evaluation. 
Internal controls are tools to help an agency and financial managers achieve results and protect the 
integrity of its operations. 

The EPA Improperly Recorded Advances as Expenses for the Clean School Bus 
Rebates Program 

During FYs 2024 and 2023, the EPA did not comply with federal financial accounting standards and 
financial requirements by improperly recording advances as expenses for the Clean School Bus Rebates 
Program disbursements. The federal financial accounting standards and financial reporting 
requirements recognize that advances are cash outlays made by a federal entity to others to cover a 
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part or all of the recipients’ anticipated expenses or as advance payments for the cost of goods and 
services acquired. As a result, the EPA did not comply with federal financial reporting requirements. 

Basis of Results of Our Tests for Compliance with Laws, Regulations, Contracts, 
and Grant Agreements 

We performed our tests of compliance in accordance with U.S. generally accepted government auditing 
standards. 

Responsibilities of Management for Compliance with Laws, Regulations, 
Contracts, and Grant Agreements 

The EPA’s management is responsible for complying with laws, regulations, contracts, and grant 
agreements applicable to the Agency. 

Auditor’s Responsibilities for Tests of Compliance with Laws, Regulations, 
Contracts, and Grant Agreements 

Our responsibility is to test compliance with selected provisions of laws, regulations, contracts, and 
grant agreements applicable to the EPA that have a direct effect on the determination of material 
amounts and disclosures in EPA’s financial statements, including whether EPA’s financial management 
system comply substantially with the Federal Financial Management Improvement Act of 1996, or 
FFMIA, Section 803(a), requirements, and to perform certain limited procedures. Accordingly, we did 
not test compliance with all provisions of laws and regulations, contracts, and grant agreements 
applicable to the EPA. We caution that noncompliance may occur and not be detected by these tests. 

Intended Purpose of Report on Compliance with Laws, Regulations, Contracts, 
and Grant Agreements 

The purpose of this report is solely to describe the scope and results of our testing of compliance with 
selected provisions of applicable laws, regulations, contracts, and grant agreements, and not to provide 
an opinion on compliance. This report is an integral part of an audit performed in accordance with 
government auditing standards generally accepted in the United States of America. Accordingly, this 
report on compliance with laws, regulations, contracts, and grant agreements is not suitable for any 
other purpose. 

FFMIA Compliance 

Under FFMIA, we are required to report whether the Agency’s financial management systems 
substantially comply with the federal financial management systems requirements, applicable federal 
accounting standards, and the U.S. Government Standard General Ledger at the transaction level. To 
meet the FFMIA requirement, we performed tests of compliance with FFMIA section 803(a) 
requirements and used OMB Memorandum M-09-06, Implementation Guidance for the Federal 
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Financial Management Improvement Act, dated January 9, 2009, to determine whether there was any 
substantial noncompliance with FFMIA. 

The results of our tests did not disclose any instances of noncompliance with FFMIA requirements, 
including where the Agency’s financial management systems did not substantially comply with the 
applicable federal accounting standard. 

Other Governmental Reporting Requirements 

Audit Work Required Under the Hazardous Substance Superfund Trust Fund  

We also performed audit work to comply with 42 U.S.C. § 9611(k), including the requirement to conduct 
an annual audit of payments, obligations, reimbursements, or other uses of the Hazardous Substance 
Superfund Trust Fund. The material weakness reported above also relates to Superfund. 

Prior Audit Coverage 

During previous financial statement audits, we reported significant deficiencies, as detailed in 
Attachment D. These deficiencies include that: 

• Originating offices did not forward accounts receivable source documents to the finance division 
in a timely manner. 

• The EPA did not provide accurate information for its revenue accrual. 

This report is intended solely for the information and use of the management of the EPA, the OMB, and 
Congress, and it is not intended to be and should not be used by anyone other than these specified 
parties. 

Damon J ackson 
 
Damon Jackson 
Certified Public Accountant 
Director, Financial Directorate 
Office of Audit 
Office of Inspector General 
U.S. Environmental Protection Agency 
November 6, 2024 
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1 – The EPA Did Not Have Adequate Internal Controls 
in Place to Record the 2022 Clean School Bus Rebates 

Program Funds for FYs 2024 and 2023 
We found that the EPA failed to implement internal controls to make sure funding was properly 
allocated in the 2022 Clean School Bus Rebates Program. The Agency recorded the full amount paid to 
the rebate recipients as an expense, instead of an advance, prior to the recipient expending the funds. 
The EPA informed us that it paid $567.6 million in FY 2023 and $260.4 million in FY 2024 to the Clean 
School Bus Rebates Program recipients for a total of $828 million. 

According to the monitoring component of the U.S. Government Accountability Office’s Standards for 
Internal Control in the Federal Government, management should establish and operate monitoring 
activities to monitor the internal control system and evaluate the results. 

According to OMB Circular No. A-123, federal leaders and managers are responsible for establishing and 
achieving goals and objectives, seizing opportunities to improve effectiveness and efficiency of 
operations, providing reliable reporting, and maintaining compliance with relevant laws and regulations. 
They are also responsible for implementing management practices that effectively identify; assess; 
respond; and report on risks, which can arise from a variety of external and internal environments. 

Agency managers must continuously monitor, assess, and improve the effectiveness of internal control 
associated with those internal control objectives identified as part of their risk profile. This continuous 
monitoring and other periodic evaluations provide the basis for the Agency’s annual assessment and 
reports. 

The Agency assumed that the 2022 Clean School Bus Rebates Program would function similarly as its 
previous rebate programs and recorded the full amount paid to the recipients as an expense instead of 
an advance. The Agency failed to have multiple controls in place, such as a program checklist and 
updated guidance on how new programs will be handled once funds are ready to be disbursed. 

We acknowledge that the chief financial officer informed us of the incorrect way that OCFO allocated 
funding for the Clean School Bus Rebates Program, which allowed us to identify the lack of controls for 
new programs. However, failure to properly exercise due diligence in the preparation of the Agency’s 
financial statements compromises the accuracy of the financial statements and the reliance on them to 
be free of material misstatement. 

Recommendation 

We recommend that the chief financial officer: 

1. Develop guidance, including an Office of the Chief Financial Officer checklist, to review, 
evaluate, and determine the accounting treatment and financial management considerations for 
new and modified programs. 
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Agency Response and OIG Assessment 

The EPA agreed with our recommendation. The Agency provided an estimated milestone date of 
April 1, 2025. We consider this recommendation resolved with corrective action pending.  
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2 – The EPA Did Not Develop an Adequate Process for 
the Clean School Bus Rebates Program  

Accrual Calculation 
We found that the EPA used insufficient documentation to develop its process to calculate the Clean 
School Bus Rebates Program accrual for FYs 2024 and 2023. In order to support its determination on the 
calculation of rebate accruals, the EPA sent the Clean School Bus rebate recipients survey questions 
relating to their funding. Since the information the recipients provided to the EPA lacked sufficient 
supporting documentation, the EPA’s FYs 2024 and 2023 Clean School Bus Rebates Program accrual 
could be misstated.  
During our review, we found that the EPA did not have sufficient documents or close-out forms to 
calculate the rebate accrual accurately. According to the EPA’s 2022 Clean School Bus (CSB) Rebates 
Program Guide, close-out packages for the 2022 Clean School Bus Rebates Program were not due to the 
Office of Air and Radiation for review and validation until October 31, 2024. A close-out package from 
the recipient is required per the program’s terms. According to the Program Guide, the package must 
include the following: 

• For existing buses being scrapped, scrappage photos and letter for buses being replaced. 

• For existing buses eligible to be sold or donated, documentation of the vehicle sale or donation. 

• A scan of the invoices for the replacement buses and eligible infrastructure. 

• A scan of proof of delivery for the replacement buses and eligible infrastructure. 

• One photo of the exterior of each replacement bus, labeled with the last four digits of the bus 
vehicle identification number. 

• One photo of each electric vehicle charger after installation is completed if the EPA funds were 
used for charging infrastructure. 

The Office of the Controller did not receive the close-out packages and the EPA determined that, since 
the office did not have a process or procedure to calculate the accrual of the rebates, further analysis 
and information was needed. As such, the Office of the Controller contacted the 2022 Clean School Bus 
rebate recipients asking them to provide the following information: 

• Date and amount of funding received from the EPA for the Clean School Bus Rebates Program in 
2023 or 2024. 

• Dates when funding was moved to a third party to purchase the buses and the associated 
charging equipment. 

• Amount of the rebate funding remaining with the recipient as of September 30, 2023. 
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• Amount of the rebate funding remaining in the recipient account as of August 30, 2024. 

• Amount of the funding that has not yet been spent on eligible program expenses or transferred 
to a third party but is planned to be transferred or spent by September 30, 2024. 

Eighty-five percent of the rebate recipients responded to the information request, representing 
$705 million out of the $828 million rebate amount that the EPA paid. Out of the $705 million, $624 
million classified as expenses and $81 million classified as advances. For the 15 percent of rebate 
recipients that did not respond, representing $123 million out of $828 million, the EPA did not obtain 
clear information and leveraged its statistical office to find noted trends in the survey responses to 
allocate a portion of the remaining rebates as either expenses or advances.  

When we reviewed the documents that the EPA received from the rebate recipients, we noticed that 
the recipients provided varying levels of documentation. Recipients either provided emails, purchase 
orders, invoices, or emails with the invoices. Also, when we originally received the files from the intranet 
site that the EPA created for us, some of the files were empty. When we inquired as to why, it was 
discovered that a technical issue occurred. The EPA resolved the issue and uploaded the information in 
the files. Based upon the inadequate documentation in some of the rebate files, we believe the rebate 
accrual calculations may not be fully supported. We further note that the lack of information resulted in 
the EPA using statistical trends and not factual data to calculate the rebate accrual for certain rebates. 
Therefore, the EPA’s FYs 2024 and 2023 Clean School Bus Rebates Program accrual could be misstated. 

Recommendation 

We recommend that the chief financial officer: 

2. Develop and implement a methodology for calculating Clean School Bus Rebates Program 
accrual calculations.  

Agency Response and OIG Assessment 

The EPA agreed with our recommendation. The Agency provided an estimated milestone date of 
August 1, 2025. We consider this recommendation resolved with corrective action pending.  
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3 – The EPA Significantly Understated SSC Accrual 
Revenue 

We found that the EPA’s updated SSC accrual methodology did not recognize SSC state cost share 
revenue totaling $115,272,077.64 for the third quarter of FY 2024, or April, May, and June 2024. Federal 
financial accounting standards require revenue to be recognized in proportion to the estimated total 
cost when goods and services are acquired to fulfill a contract. The error occurred when the Agency did 
not consider accounting principles and standards when updating its SSC accrual methodology. 
Significant errors caused misstatements in the EPA’s financial statements, reducing reliance on them as 
a fair representation of the Agency’s financial condition and activities. 

Statement of Federal Financial Accounting Standards 7, Accounting for Revenue and Other Financing 
Sources and Concepts for Reconciling Budgetary and Financial Accounting, is the standard for revenue 
recognition in the federal government. The standard states that revenue should be recognized for goods 
or services under contracts in proportion to the estimated total cost when goods and services are 
acquired to fulfill the contract. 

The EPA’s Resource Management Directive System 2550D-09-P1, Financial Management of Superfund 
Program State Cost Share Provisions for Superfund State Contracts and Remedial Cooperative 
Agreements, describes the EPA’s process for managing the financial aspects of the Superfund program 
remedial state cost share provisions in SSCs. The directive states that “CFC [Cincinnati Finance Center] 
prepares an accrual each fiscal quarter to properly recognize remedial cost share revenue, liabilities, and 
accounts receivables based on the cost share requirements, cumulative billings and remedial action 
expenditures at each site.”1 

Pursuant to section 104 of the Comprehensive Environmental Response, Compensation, and Liability Act 
of 1980, as amended, before the EPA can provide remedial action in a state, the state must agree to 
provide 10 percent of the cost of remedial actions in that state. In addition, in the case of facilities 
operated by or on behalf of a state at the time hazardous waste was disposed of, the state must have 
agreed to provide 50 percent or more, as determined by the Agency, of the cost of remedial action. 
These commitments are stated in the SSCs. 

During the third quarter of FY 2024, the Agency updated its SSC accrual methodology to reduce accrued 
revenue. Under the updated methodology, the SSC accrued revenue decreased by $115,272,077.64. The 
EPA’s previous SSC accrual methodology recognized earned revenue as costs were incurred based on 
the SSC cost-share requirements, cumulative billings, credits, and remedial action expenses at each site. 
The new methodology calculated a revenue accrual only when the Superfund appropriated fund 

 
1 On August 11, 2024, the Office of the Chief Financial Officer reorganized and changed the name of Cincinnati 
Finance Center to Cincinnati Finance Division. Resource Management Directive System 2550D-09-P1 is dated 
March 31, 2017. 
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expenses exceeded the EPA’s share of the contract, which is typically 90 percent. As a result, some sites 
may not recognize revenue on state cost share for many years. 

Table 3-1 shows the SSC accrual differences between the two methodologies for the third quarter of 
FY 2024. 

Table 3-1: SSC accrual differences between the two methodologies 

SSC accrual type New ($) Old ($) Difference ($) 
Work in progress accrual 35,804,396.63 96,491,121.11 (60,686,724.49) 

Unbilled receivables 15,935,509.82 70,520,0862.97 (54,585,353.15) 
Total revenue 
understatement –  –  (115,272,077.64) 

Source: OIG analysis of EPA data. (EPA OIG table) 

The understatement occurred because the EPA did not consider accounting principles and standards 
when updating the SSC accrual methodology. The Agency believes aligning total expenditures for a site 
with the SSC percentage results in a much higher accrual than needed. However, generally accepted 
accounting principles and federal financial accounting standards require revenue to be recognized when 
earned, as expenses are incurred, and in proportion to the estimated total cost. As a result, the SSC 
accrued revenue was significantly understated. Significant errors impact the credibility of the EPA’s 
financial statements, reducing reliance on them as a fair representation of the Agency’s financial 
condition and activity. 

Recommendation 

We recommend that the chief financial officer: 

3. Return to the original methodology involving the calculation of the Superfund State Contract 
accrual to recognize the revenue amount of $115,272,077.64. 

 Agency Response and OIG Assessment 

After we refuted the EPA’s new methodology per generally accepted accounting principles, the Agency 
reevaluated the SSC accrual process. We verified that the Agency returned to the original methodology, 
which recognizes earned revenue based on the cost-share requirements, cumulative billings, and 
remedial action expenditures at each site in their year-end financial statements. The EPA agreed with 
our recommendation. The Agency completed the recommendation on September 30, 2024. 
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4 – EPA Property Balances Are Not Reliable 
We found that the EPA’s inventory management process did not adhere to procedures specified in EPA 
Manual 4832, Personal Property Manual. Based on the information that was provided to us from the 
Agency, we found that property was not received at a designated centralized receiving point and 
property decals were not affixed to EPA property. We also found that property held by contractors was 
not reconciled with EPA records and $5,454,962.57 worth of personal property was held as rejected in 
the EPA’s accounting system. Due to a lag in invoicing, a discrepancy of $40,610,646.43 was recorded in 
the construction in-progress general ledger account instead of properly recorded in the building 
account. 

Section 5.3 of the Personal Property Manual provides that: 

“As a standard practice, all personal property assets acquired by the EPA shall be 
received by a designated PAO [Property Accountable Officer] at a designated 
centralized receiving point. This will ensure that assets are properly inspected, 
labeled, recorded and secured. Only under unique circumstances will property be 
delivered directly (e.g., large outsized and heavy assets requiring special handling, or 
large volume [over 100] of assets) to a using location and only when coordinated 
through the Property Management Officer (PMO). All direct deliveries must be 
coordinated through the PAO so the property can be received properly.” 

We were informed that occasionally, the acquired equipment is shipped directly to the requesting 
offices instead of the Office of Mission Support centralized receiving warehouse for property. Not 
receiving property properly as set forth in the Personal Property Manual can lead to improperly 
documenting receipt of property. 

The Personal Property Manual also provides protocol as to how materials are to be processed upon 
receipt. Section 5.5 of the Personal Property Manual provides that standard receiving procedures shall 
address, at a minimum, the following elements: 

• Verifying. The correct items and quantities were delivered based on the associated purchase 
order and shipping documents. 

• Inspecting. The determination that items were received undamaged.  
• Accepting. The acknowledgement and verification of inspected items are correct and if an 

incorrect item or quantity was shipped or an item arrived damaged, it is returned.  
• Decaling. The labeling and placement of an appropriate EPA property decal on accountable 

personal property received. 
• Recording. The accurate recording of decaled personal property in the Agency Asset 

Management System 
• Documenting. Maintaining documentation that evidences receipt, title, stewardship, delivery, 

and other activities. 
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In addition, section 3.9.5 and section 3.7.3 of the Personal Property Manual respectively provide: 

“Conducting the Physical Inventory 

PCOs [Property Custodial Officers] are responsible for conducting the physical 
inventory of the property assigned to their Custodial Area (CA) by the date scheduled 
by their PMO. PAOs should also develop procedures to guide their PCOs in conducting 
the inventories and ensure such activities meet the [appropriate] criteria.” 

“Reconciliation of Property and Financial Records 

EPA Financial Management relies on the agency’s property management team to 
maintain complete and accurate property records to report the investment and 
depreciation of capitalized personal property owned by the agency. Capitalized 
personal property accountability records must be reconciled quarterly with the 
financial control accounts in accordance with procedures established by the EPA 
CFO.” 

During our audit, we were informed by Agency personnel that property was being received directly at 
the requesting offices, property was recorded incorrectly, property decals were not applied, and 
property was not recorded as received. Moreover, Agency personnel stated that property held by 
contractors was not reconciled with EPA records and capitalization of the property was not reconciled 
on a quarterly basis. This resulted in $5,454,962.57 worth of personal property held as rejected in 
Compass and a $40,610,646.43 discrepancy recorded in the EPA’s accounting system. 

As a result of failing to follow the Personal Property Manual, inventory controls were not in place, 
personal property assets did not go through standard receiving procedures and personal property was 
not accurately recorded in the Agency Asset Management System. In addition, not properly reconciling 
capitalization accounts resulted in a misstatement of assets and expenses on the Agency’s financial 
statements. 

Recommendations 

We recommend that the assistant administrator for Mission Support, in conjunction with the chief 
financial officer: 

4. Develop and implement a standardized intake process for receipt of personal property, including 
application of property decals, as provided in EPA Manual 4832, Personal Property Manual. 

5. Develop and implement a process for capitalized personal property accountability records to 
include control logs or other similar accounting mechanisms, to be properly reconciled quarterly 
with the financial control accounts. 
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6. Reconcile the $5,454,962.57 worth of personal property held as rejected in the EPA’s accounting 
system. 

7. Reconcile the $40,610,646.43 that was recorded in the construction in-progress in the proper 
account. 

Agency Response and OIG Assessment 

The EPA agreed with our recommendations. For Recommendation 4, the Agency provided an estimated 
milestone date of October 15, 2025. For Recommendation 5, the Agency provided estimated milestone 
dates of February 1, 2025; October 15, 2025; and June 1, 2025. The Agency partially completed 
Recommendation 6 on October 18, 2024, and provided an estimated milestone date of July 1, 2025. The 
Agency completed Recommendation 7 on November 6, 2024. We consider these recommendations 
resolved with corrective actions pending.  
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5 – The EPA Failed to Comply with and Implement 
OMB Circular No. A-123 Provisions 

Based on the information that was provided to us, we found that the EPA failed to implement and 
integrate key elements of OMB Circular No. A-123, including: 

• Assessment process for internal controls. 

• Governance structure for risk management and defining risk appetite. 

• Completion of annual risk profiles. 

These key inputs determine the level and effectiveness of internal control testing and evaluation. 
Internal controls are tools to help an agency and financial managers achieve results and protect the 
integrity of operations. 

According to OMB Circular No. A-123, federal leaders and managers are responsible for establishing and 
achieving goals and objectives, seizing opportunities to improve effectiveness and efficiency of 
operations, providing reliable reporting, and maintaining compliance with relevant laws and regulations.  
They are also responsible for implementing management practices that effectively identify; assess; 
respond; and report on risks, which can arise from a variety of external and internal environments. 

OMB Circular No. A-123 directs that management must implement an assessment process “to properly 
assess and improve internal controls over operations, reporting, and compliance.” Similarly, 
management is responsible for a governance structure in order to have a robust process of risk 
management and internal control, including developing a process to define risk appetite. OMB Circular 
No. A-123 also provides that agencies must annually complete risk profiles to “identify risks arising from 
mission and mission-support operations and consider those risks as part of the annual strategic review 
process.” As further explained in the circular, “[t]he primary purpose of a risk profile is to provide a 
thoughtful analysis of the risks an Agency faces toward achieving its strategic objectives arising from its 
activities and operations, and to identify appropriate options for addressing significant risks.” 

Based on information provided to us by the Agency, we found that the EPA failed to implement and 
integrate these key elements of OMB Circular No. A-123. More specifically, we identified that it does not 
have an appropriate governance structure to guide its risk management or have an assessment process 
to review and improve its internal controls. The Agency also does not implement the required annual 
risk profile. All these key inputs determine the level and effectiveness of internal controls testing and 
evaluation. According to the OMB circular, internal controls are tools to help an agency and financial 
managers achieve results and protect the integrity of their programs and operations. 

Additionally, OMB Circular No. A-123, Appendix D, Management of Financial Management Systems – 
Risk and Compliance, applies a risk-based approach to determine whether an agency’s financial 
management systems comply substantially with federal financial management systems requirements, 
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applicable federal accounting standards, and the U.S. Standard General Ledger at the transaction level. 
Agencies have the latitude to apply risk management concepts defined in Appendix D to determine the 
scope necessary to meet management assurance requirements. The goal of Appendix D is to define 
agency requirements for determining compliance with the FFMIA. 

Without the proper internal controls in place, an internal control assessment process, a governance 
structure to implement risk management, and complete annual risk profiles, the Agency does not have 
the ability to properly monitor, identify, and mitigate risk and correct internal control deficiencies. This 
can cause inaccuracy on the annual assurance statement for the Agency, in addition to potential 
misstatements in the financial statements and notes. 

Recommendations 

We recommend that the chief financial officer: 

8. Develop and implement an assessment process to assess and improve internal controls over 
operations, reporting, and compliance. 

9. Develop a governance structure to implement risk management and internal processes, 
including a process to define risk appetite. 

10. Develop and implement a plan to complete annual risk profiles to identify risks arising from 
Agency programs and operations. 

Agency Response and OIG Assessment 

The EPA agreed with our recommendations. The Agency provided an estimated milestone date of 
October 1, 2025. We consider these recommendations resolved with corrective actions pending.  
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6 – The EPA Improperly Recorded Advances as 
Expenses for the Clean School Bus Rebates Program 

During FYs 2024 and 2023, the EPA did not comply with federal financial accounting standards and 
financial requirements by improperly recording advances as expenses for the Clean School Bus Rebates 
Program disbursements. The federal financial accounting standards and financial reporting 
requirements state that advances are cash outlays made by a federal entity to others to cover a part or 
all of the recipients’ anticipated expenses or as advance payments for the cost of goods and services 
acquired. By not recording the disbursements from the Clean School Bus Rebates Program as advances, 
the EPA did not comply with federal financial reporting requirements.  

OMB Circular No. A-136 Section II.3, Financial Reporting Requirements, requires that information in 
financial statements be presented in accordance with generally accepted accounting principles, which 
include the Federal Accounting Standards Advisory Board’s Statement of Federal Financial Accounting 
Standards. As stated in the OMB Circular: 

“Advances are cash outlays made by a Federal entity to its employees, contractors, 
grantees, or others to cover a part or all of the recipients’ anticipated expenses or as 
advance payments for the costs of goods and services the entity receives.” 

“Gross program costs should be reported and consist of: (a) direct and indirect costs 
and (b) the costs of identifiable supporting services provided by other programs 
within the entity and by other entities.” 

Statement of Federal Financial Accounting Standards 1, Accounting for Selected Assets and Liabilities, 
states: 

“Advances are cash outlays made by a federal entity to its employees, contractors, 
grantees, or others to cover a part or all of the recipients’ anticipated expenses or as 
advance payments for the cost of goods and services the entity acquires.” 

“Advances and prepayments should be recorded as assets. Advances and 
prepayments are reduced when goods or services are received, contract terms are 
met, progress is made under a contract, or prepaid expenses expire.” 

“In financial reports of an entity, advances and prepayments the entity paid out 
(assets) should not be netted against advances and prepayments that the entity 
received (liabilities).” 
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Resource Management Directive System Number 2540-04-P3, Accounts Payable Policies and Procedures 
for Recognizing Year-End Accrued Liabilities for Grants, states the following: 

“1. Accruals must be established for that portion of obligations where the grantee 
incurred expense but has not yet billed. While the amounts recorded as grant accruals 
are estimates, every effort should be made to develop a methodology that will closely 
reflect the actual amount outstanding at the end of … each quarterly and year end 
reporting period.” 

“2. To the extent possible, estimates should be projected based on historical analysis 
of unbilled costs incurred prior to year-end.” 

During our FY 2024 testing, we found that the EPA improperly recorded four Clean School Bus Rebates 
Program payments totaling $19,838,292.17 as expenses instead of advances prior to the funds being 
expended, as shown in Table 6-1. 

Table 6-1: FY 2024 payments recorded as expenses 
Date Document Number Dollar Amount ($) 

12/13/23 24DRFZ2081 7,505,000.00 
1/18/24 24DRFZ2007 7,615,164.17 
1/18/24 24DRFS2101 1,580,000.00 
1/24/24 24DRFS2112 3,138,128.00 

Total payments – 19,838,292.17 

Source: OIG analysis of EPA data. (EPA OIG table) 

We were also able to identify that in FY 2023, the EPA improperly recorded seven Clean School Bus 
Rebates Program payments totaling $36,273,056.97 as expenses instead of advances prior to the funds 
being expended, as shown in Table 6-2. 

Table 6-2: FY 2023 Payments Recorded as Expenses 
Date Document Number Dollar Amount ($) 

5/23/23 23DRFZ2109 1,104,000.00 
5/25/23 23DRFZ2091 9,875,000.00 
5/25/23 23DRFS2108 9,874,500.00 
5/25/23 23DRFZ2027 1,177,181.97 
6/23/23 23DRFS2133 3,972,375.00 
6/23/23 23DRFZ2004 395,000.00 
6/29/23 23DRFS2002 9,875,000.00 

Total payments – 36,273,056.97 
Source: OIG analysis of EPA data. (EPA OIG table) 

The EPA used an existing rebate accounting model that was established for the Diesel Emissions 
Reduction Act to record the Clean School Bus Rebates Program payments in Compass. This resulted in 
the payments being recorded as expenses instead of advances. In September 2024, the EPA identified 
and corrected the posting model for the Clean School Bus Rebates Program and reclassified all payments 



 

27 

as advances. Also, all future payments involving the program should be recorded as advances instead of 
expenses. By not complying with the reporting requirements, the EPA could undermine the trust and 
reliability of its financial statements. 

Recommendations 

We recommend that the chief financial officer: 

11. Update the accounting model for the Clean School Bus Rebates Program to comply with federal 
reporting requirements. 

12. Develop guidance on recording the payments for the Clean School Bus Rebates Program in the 
EPA’s accounting system. 

13. Reconcile the advances and expenses quarterly for the Clean School Bus Rebates Program. 

Agency Response and OIG Assessment 

The EPA agreed with our recommendations. The Agency completed Recommendation 11 on 
September 2, 2024. The Agency provided an estimated milestone date of February 1, 2025, for 
Recommendations 12 and 13. We consider these recommendations resolved with corrective actions 
pending.  
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Attachment D 

Status of Prior Audit Report Recommendations 
As noted in the table below, there are still recommendations from previous financial statement audits 
that have not been fully implemented. 

Table D-1: Significant deficiency issues not fully resolved 
Originating Offices Did Not Forward Accounts Receivable Source Documents to the Finance Division in a 
Timely Manner 

During our FY 2021 audit, we found that EPA regions did not submit supporting source documents to the EPA’s 
Cincinnati Finance Division for accounts receivable in a timely manner, which then delayed recording and 
processing of those receivables. The EPA’s Resource Management Directives state that the responsible offices 
must forward to the Cincinnati Finance Division source documents supporting an accounts receivable for 
settlements or orders demonstrating a debt owed to the Agency within five business days. The regional program 
office, the Office of Regional Counsel, and the regional legal enforcement office staff are responsible for providing 
these documents to the Cincinnati Finance Division. When the Cincinnati Finance Division is unable to create 
receivables timely, the debtor may not be billed appropriately, interest may not accrue, and the EPA may not 
collect all that it is owed. Furthermore, the EPA’s delayed recording of accounts receivable could result in a 
material misstatement of the financial statements. While we have noted some improvements in the timely receipt 
of legal documents, we still identified instances of untimely receipt from FY 2015 through FY 2024. Therefore, the 
Agency’s corrective actions are not completely effective, and we will continue to evaluate whether the Agency 
receives legal source documents in a timely manner going forward. 
The EPA Did Not Provide Accurate Information for Its Revenue Accruals 

During FY 2023, we found multiple instances in which the Agency did not provide accurate information for revenue 
accruals resulting from cost-share agreements for SSCs and Great Lakes Legacy Act project agreements. Based 
on our findings, we recommended that the chief financial officer (1) instruct the regions to perform an analysis of 
financially closed SSCs to reclassify appropriated and reimbursable disbursements and financially close lines on 
the accrual and (2) instruct the regions to provide current SSC information quarterly to the Cincinnati Finance 
Division. We recommended that the director for the Great Lakes Legacy National Program Office review the Great 
Lakes Legacy Act accrual project information to the Cincinnati Finance Division to ensure its accuracy. During FY 
2024, we found that the Agency reported the actions as complete; however, based on the results of SSCs and 
Great Lakes Legacy Act accrual analyses and sample testing, we found instances of inaccurate information 
reported on the revenue accruals. Therefore, the EPA’s corrective actions are not yet effective. 

Source: OIG analysis of prior-year recommendations and the Agency’s corrective actions. (EPA OIG table) 
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Attachment E 
 

Status of Recommendations 
and Potential Monetary Benefits 

 

 

Rec. 
No. 

Page 
No. Recommendation Status* Action Official 

Planned 
Completion 

Date 

Potential 
Monetary 
Benefits 

(in $000s) 

1 12 Develop guidance, including an Office of the Chief Financial 
Officer checklist, to review, evaluate, and determine the 
accounting treatment and financial management considerations 
for new and modified programs. 

R Chief Financial Officer 4/1/25 — 

2 15 Develop and implement a methodology for calculating Clean 
School Bus Rebates Program accrual calculations. 

R Chief Financial Officer 8/1/25 $827,991 

3 17 Return to the original methodology involving the calculation of 
the Superfund State Contract accrual to recognize the revenue 
amount of $115,272,077.64. 

C Chief Financial Officer 9/30/24 $115,272 

4 20 In conjunction with the chief financial officer, develop and 
implement a standardized intake process for receipt of personal 
property, including application of property decals, as provided in 
EPA Manual 4832, Personal Property Manual. 

R Assistant Administrator for 
Mission Support 

10/15/25 — 

5 20 In conjunction with the chief financial officer, develop and 
implement a process for capitalized personal property 
accountability records to include control logs or other similar 
accounting mechanisms, to be properly reconciled quarterly with 
the financial control accounts. 

R Assistant Administrator for 
Mission Support 

6/1/25 — 

6 21 In conjunction with the chief financial officer, reconcile the 
$5,454,962.57 worth of personal property held as rejected in 
EPA’s accounting system. 

R Assistant Administrator for 
Mission Support 

7/1/25 $5,455 

7 21 In conjunction with the chief financial officer, reconcile the 
$40,610,646.43 that was recorded in construction in-progress in 
the proper account. 

C Assistant Administrator for 
Mission Support 

11/6/24 $40,611 

8 24 Develop and implement an assessment process to assess and 
improve internal controls over operations, reporting, and 
compliance. 

R Chief Financial Officer 10/1/24 — 

9 24 Develop a governance structure to implement risk management 
and internal processes, including a process to define risk 
appetite. 

R Chief Financial Officer 10/1/25 — 

10 24 Develop and implement a plan to complete annual risk profiles to 
identify risks arising from Agency programs and operations. 

R Chief Financial Officer 10/1/25 — 

11 27 Update the accounting model for the Clean School Bus Rebates 
Program to comply with federal reporting requirements. 

C Chief Financial Officer 9/1/24 — 

12 27 Develop guidance on recording the payments for the Clean 
School Bus Rebates Program in the EPA’s accounting system. 

R Chief Financial Officer 2/1/25 — 

13     27 Reconcile the advances and expenses quarterly for the Clean 
School Bus Rebates Program. 

R Chief Financial Officer 2/1/25 — 

 
*C = Corrective action completed.  
R = Recommendation resolved with corrective action pending.  
U = Recommendation unresolved with resolution efforts in progress. 
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Appendix 2 

Agency Response to Draft Report 

 

Thank you for the opportunity to respond to the findings and recommendations in the subject draft 
report. The following is a summary of the U.S. Environmental Protection Agency’s overall position, 
along with its position on the report’s recommendations. This response has been coordinated with the 
Office of Mission Support. 

 
AGENCY’S OVERALL POSITION 

The draft report contains nine recommendations for the Office of the Chief Financial Officer and four 
recommendations for the OMS. The EPA agrees with the Office of Inspector General’s 
recommendations. 

AGENCY RESPONSE TO OIG STATEMENTS 

As a result of the agency’s internal control reviews over its financial transactions, the EPA discovered 
the accounting issue with the 2022 Clean School Bus Rebate payments and brought it to the attention 
of the OIG. The agency initiated corrective actions to address and mitigate the issue upon 
identification. The EPA disagrees that the accrual process for the CSB Rebate Program was inadequate 
and that the documentation was insufficient. Accruals, by definition, are estimates that are recorded to 
properly match expenses and revenues for financial statement reporting. The agency used the best 
available information to calculate the CSB Expense accrual, ensured compliance with published 
guidance, and applied due diligence to ensure the accuracy for basis of the accrual. 



95 

 

 

While the CSB rebate program is not a grant program, but a hybrid between a rebate and a grant 
program (advance), the EPA considered the guidance provided by the Federal Accounting Standards 
Advisory Board’s Federal Financial Accounting Technical Release 12, Accrual Estimates for Grant 
Programs (August 4, 2010), when formulating the CSB rebate expense accrual. Technical Release 12 
advises agencies with new grant programs in section 16 that “in the absence of sufficient relevant and 
reliable historical data on which to base accrual estimates, agencies should prepare estimates based 
upon the best available data at the time the estimates are made.” 

 
In the absence of historical data or closeout forms from the recipients (which were not due until the 
end of October 2024), the agency coordinated with the Office of Air and Radiation on the process for 
requesting information directly from the rebate recipients. To form a supportable expense accrual for 
the CSB rebate program, the EPA collected data from recipients of the 2022 rebate program requesting 
information on the status of the funds received by the recipients. The agency received an 85 percent 
response rate to its information request, which provided adequate information to form the basis of its 
expense accrual. For the remaining 15 percent ($123 million) of the recipients, the EPA leveraged the 
expertise of its statistical office to allocate a portion of the remaining rebates as expenses and to 
provide further support in the reliability and reasonable assurance of the assumptions for the accrual 
calculation. 

The agency believes that the process it used to calculate the expense accrual for the CSB rebate 
program was reasonable, had sufficient support to justify reliability of the accrual for a program in its 
second year of operation, and was applied consistently for the preparation and fair presentation of the 
consolidated financial statements for fiscal years 2024 and 2023. However, the EPA will further 
develop and implement an enhanced methodology as additional data is received from the recipients. 

 
AGENCY RESPONSE TO DRAFT REPORT RECOMMENDATIONS 

 

Recommendation Office High-Level Intended Corrective Action(s) Planned 
Date 

1. Develop guidance, including 
an Office of the Chief Financial 
Officer checklist to review, 
evaluate, and determine the 
accounting treatment and 
financial management 
considerations for new and 
modified programs. 

OCFO Concur. The OCFO-OC’s Policy and 
Accountability Division will develop 
guidance for new or modified programs to 
utilize during program design, in order to 
ensure proper accounting treatments and 
financial management principles are 
implemented. 

The OCFO-OC’s PAD will develop a 
checklist to assess risks and internal 
controls for new or modified programs to 
be included in the Enterprise Risk 
Management and Program Integrity 
Annual Guidance. 

4/1/25 
 
 
 
 
 
 
 

4/1/25 
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Recommendation Office High-Level Intended Corrective Action(s) Planned 
Date 

2. Develop and implement a 
methodology for calculating 
Clean School Bus Rebates 
Program accrual calculations. 

OCFO Concur. The OCFO-OC’s Finance and 
Accounting Division will refine the 
methodology for calculating CSB Program 
rebate accruals. 

8/1/25 

3. Return to the original 
methodology involving the 
calculation of the SSC accrual 
to recognize the revenue 
amount of $115,272,077.64. 

OCFO Concur. The OCFO-OC’s Cincinnati Finance 
Division returned to the original 
methodology. 

Completed 
9/30/24 

4. In conjunction with the 
Chief Financial Officer, 
develop and implement a 
standardized intake process 
for receipt of personal 
property, including application 
of property decals, as 
provided in EPA Manual 4832, 
Personal Property Manual. 

OMS Concur. The OMS will implement a 
standard intake process for receipt of 
personal property governing a new, 
varying process of receiving and decaling 
assets when receipt outside of an OMS 
warehouse is necessary. 

10/15/25 

5. In conjunction with the 
Chief Financial Officer, 
develop and implement a 
process for capitalized 
personal property 
accountability records to be 
properly reconciled quarterly 
with the financial control 
accounts and develop a 
process that allows the 
Agency to review and monitor 
all contractor activities with 
control logs. 

OMS Concur. The OMS will develop and 
implement a process for capitalized 
personal property accountability records 
to be reconciled quarterly. Additionally, 
OMS will develop a process to review and 
monitor contractor control logs. 

 
The OCFO-OC’s Research Triangle Park 
Finance Division will enhance 
collaboration between the RTPFD and 
OMS, increasing the frequency of 
collaboration meetings from annually to 
quarterly to discuss new acquisitions and 
dispositions. 

The OCFO-OC’s PAD will create a test plan 
and conduct an A-123 Review of 
Contractor Held Property transactions for 
FY2025. 

10/15/25 
 
 
 
 
 
 

2/1/25 
 
 
 
 
 

 
6/1/25 
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Recommendation Office High-Level Intended Corrective Action(s) Planned 
Date 

6. In conjunction with the 
Chief Financial Officer, 
reconcile the $5,454,962.57 
worth of personal property 
held as rejected in EPA’s 
accounting system. 

OMS Concur. As part of the normal OCFO-OC’s 
RTPFD process, the two systems are 
reconciled quarterly, and variances are 
documented and investigated for 
resolution. 

The OCFO-OC’s RTPFD and OMS will 
develop a business case to enhance 
Personal Property, Real Property, and 
Contractor Held Property through system 
integration between Compass and 
Sunflower. 

Completed 
10/18/24 

 
 

 
7/1/25 

7. In conjunction with the 
Chief Financial Officer, 
reconcile the $40,610,646.43 
that was recorded in 
construction in-progress in the 
proper account. 

OMS Concur. Fixed Asset Transfers in the 
amount of $40,610,646.43 were properly 
reconciled and transferred in Period 15 of 
FY2024 by the OCFO-OC. 

Completed 
11/6/24 

8. Develop and implement an 
assessment process to assess 
and improve internal controls 
over operations, reporting, 
and compliance. 

OCFO Concur. The OCFO-OC’s PAD will further 
develop and implement strategies to 
improve internal controls, including 
strengthening guidance, enhancing 
training, and conducting an assessment to 
validate effectiveness. 

10/1/25 

9. Develop a governance 
structure to implement risk 
management and internal 
processes, including a process 
to define risk appetite. 

OCFO Concur. The OCFO is developing a process 
to strengthen its risk management 
oversight, including implementing an 
enhanced governance structure and 
establishing the agency’s risk appetite 
process. 

10/1/25 

10. Develop and implement a 
plan to complete annual risk 
profiles to identify risks arising 
from Agency programs and 
operations. 

OCFO Concur. The OCFO will develop and 
implement the EPA’s risk management 
plan to complete annual risk profiles for 
agency programs and operations. 

10/1/25 

11. Update the accounting 
model for the Clean School 
Bus Rebates Program to 
comply with federal reporting 
requirements. 

OCFO Concur. The OCFO-OC's FAD identified the 
accounting issue and updated the 
accounting models for the CSB rebate 
payments to properly record them as 
advances when disbursed. 

Completed 
9/2/24 

12. Develop guidance on 
recording the payments for 
the Clean School Bus Rebates 

OCFO Concur. The OCFO-OC will develop 
guidance on the lifecycle of recording CSB 
payments to include the reconciliation of 

2/1/25 
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Recommendation Office High-Level Intended Corrective Action(s) Planned 
Date 

Program in the EPA’s 
accounting system. 

 the close-out packages for final expense 
transaction recording. 

 

13. Reconcile the advances 
and expenses quarterly for the 
Clean School Bus Rebates 
Program. 

OCFO Concur. The OCFO-OC’s RTPFD will 
reconcile the advance payments and 
expenses for the CSB rebate program after 
the end of each quarter. 

2/1/25 

CONTACT INFORMATION 
 

If you have any questions regarding this response, please contact the OCFO’s Audit Follow-up 
Coordinator, Andrew LeBlanc, at leblanc.andrew@epa.gov or (202) 564-1761. 

cc: Gregg Treml 
Lek Kadeli 
Meshell Jones-Peeler 
Adil Gulamali  
Kimberly Patrick 
Dan Coogan 
Andrew Battin 
Angel Robinson 
Stefan Martiyan 
John M. Hall 
Derek David 
Wyatt Boyd 
Noha Gaber 
OCFO-OC-MANAGERS 
Demetrios Papakonstantinou 
Shannon Lackey 
Sheila May 
Andrew Sheeran 
Gabrielle Hanson 
Yvette Jackson 
Marilyn Armstrong 
Afreeka Wilson 
Darryl Perez 
Larisha McKnight 
Alana Maye 
Susan Perkins 
Andrew LeBlanc 
Shay Bracey 
José Kercadó 

 

mailto:leblanc.andrew@epa.gov
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Appendix 3 

Distribution 
The Administrator  
Deputy Administrator  
Chief of Staff, Office of the Administrator  
Deputy Chief of Staff for Management, Office of the Administrator  
Chief Financial Officer  
Agency Follow-Up Coordinator  
General Counsel  
Associate Administrator for Congressional and Intergovernmental Relations  
Associate Administrator for Public Affairs 
Deputy Chief Financial Officer  
Associate Chief Financial Officer  
Controller  
Deputy Controller  
Associate Deputy Controller  
Director, Office of Continuous Improvement, Office of the Chief Financial Officer  
Director, Office of Regional Operations  
Director, Office of Budget, Office of the Chief Financial Officer  
Director, Office of Planning, Analysis and Accountability, Office of the Chief Financial Officer  
Director, Office of Resource and Information Management, Office of the Chief Financial Officer  
Director, Office of Technology Solutions, Office of the Chief Financial Officer  
Director, Accounting and Cost Analysis Division, Office of the Controller  
Director, Policy, Training, and Accountability Division, Office of the Controller  
Chief, Management, Integrity, and Accountability Branch; Policy, Training, and Accountability Division, 

 Office of the Controller  
Director, Research Triangle Park Finance Center, Office of the Chief Financial Officer  
Director, Cincinnati Finance Center, Office of the Chief Financial Officer  
Office of Policy OIG Liaison  
Office of Policy GAO Liaison  
Audit Follow-Up Coordinator, Office of the Administrator  
Audit Follow-Up Coordinator, Office of the Chief Financial Officer  
Audit Liaison, Office of Budget, Office of the Chief Financial Officer 
Audit Liaison, Office of Technology Solutions, Office of the Chief Financial Officer 



 

 

 

 

 

 

Whistleblower Protection 
U.S. Environmental Protection Agency 

The whistleblower protection coordinator’s role 
is to educate Agency employees about 
prohibitions against retaliation for protected 
disclosures and the rights and remedies against 
retaliation. For more information, please visit 
the OIG’s whistleblower protection webpage. 

Contact us: 

 
Congressional Inquiries: OIG.CongressionalAffairs@epa.gov 

 
Media Inquiries: OIG.PublicAffairs@epa.gov 

 
EPA OIG Hotline: OIG.Hotline@epa.gov 

 
Web: epaoig.gov 

Follow us: 

 X (formerly Twitter): @epaoig 

 
LinkedIn: linkedin.com/company/epa-oig 

 
YouTube: youtube.com/epaoig 

 
Instagram: @epa.ig.on.ig 

 

www.epaoig.gov 

https://www.epaoig.gov/whistleblower-protection
mailto:OIG.CongressionalAffairs@epa.gov
mailto:OIG.PublicAffairs@epa.gov
mailto:OIG.Hotline@epa.gov
https://www.epaoig.gov/
https://x.com/EPAoig
https://www.linkedin.com/company/epa-oig
https://www.youtube.com/channel/UCqJ6pLP9ZdQAEmhI2kcEFXg
https://www.instagram.com/epa.ig.on.ig/
https://www.epa.gov/office-inspector-general/epa-oig-hotline
https://www.epa.gov/office-inspector-general
https://twitter.com/EPAoig
https://www.linkedin.com/company/epa-oig
http://www.youtube.com/epaoig
http://www.youtube.com/epaoig
https://www.epaoig.gov/
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