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MEMORANDUM FOR THE ACTING ADMINISTRATOR AND CHIEF EXECUTIVE 

OFFICER, SOUTHWESTERN POWER ADMINISTRATION 
 
    
SUBJECT: Audit Report: The Southwestern Federal Power System’s Fiscal Year 2024 

Combined Financial Statements Audit 
 
The Office of Inspector General (OIG) contracted with the independent public accounting firm 
of KPMG LLP (KPMG) to conduct the audit, subject to our review. KPMG is responsible for 
expressing an opinion on the Southwestern Federal Power System’s (SWFPS) combined 
financial statements and reporting on applicable internal controls and compliance with laws and 
regulations. The OIG monitored audit progress and reviewed the audit report and related 
documentation. This review disclosed no instances where KPMG did not comply, in all material 
respects, with generally accepted government auditing standards.   
 
KPMG concluded that the financial statements presented fairly, in all material respects, the 
financial position of SWFPS as of September 30, 2024, and 2023, and the results of its 
operations and its cash flows for the years then ended in accordance with U.S. generally accepted 
accounting principles. As part of this review, auditors considered SWFPS’ internal control over 
financial reporting and identified certain deficiencies in internal control that they considered to 
be a material weakness and significant deficiency. Specifically: 
 

• KPMG identified a material weakness related to incorrect data elements utilized in the 
calculations of post-retirement benefit expenses and the workers’ compensation liability. 
These data element errors resulted in inaccurate calculations of both post-retirement 
benefit expenses and the workers’ compensation liability. Specifically, there was a 
cumulative error of $33.3 million in the post-retirement benefits expenses for fiscal years 
2016 through 2024 and a $14 million understatement in the fiscal year 2023 workers’ 
compensation liability.   
 

• KPMG identified a significant deficiency with entity-level controls related to the lack of 
formal policies, procedures, or documented responsibilities between the Southwestern 
Power Administration and the U.S. Army Corps of Engineers when exchanging 
information used to generate the SWFPS financial statements.  

  
Additionally, as part of obtaining a reasonable assurance that SWFPS’ financial statements were 
free from material misstatements, KPMG tested for compliance with certain provisions of laws, 
regulations, contracts, and grant agreements—noncompliance with which could have a direct and 
material effect on the combined financial statements. The results of the auditors’ review 
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disclosed no instances of noncompliance or other matters required to be reported under 
Government Auditing Standards, applicable Office of Management and Budget guidance, 
or the Federal Financial Management Improvement Act of 1996.  
 
The OIG issued Notices of Findings and Recommendations to management throughout the audit.  
All findings and recommendations will be detailed in a separate management letter that will be 
provided to Southwestern Power Administration. There are no formal recommendations that 
need to be tracked in the Departmental Audit Report Tracking System; therefore, an additional 
response is not required. 
 
KPMG is responsible for the attached audit report dated February 27, 2026, and the conclusions 
expressed therein. The OIG did not express an independent opinion on SWFPS’ financial 
statements. 
 
We appreciated the cooperation of your staff during the audit. 
 

 
Matthew D. Dove    

 Assistant Inspector General  
    for Audits 

       Office of Inspector General 
 
cc: Deputy Secretary 

Chief of Staff 
Senior Vice President and Chief Operating Officer, Southwestern Power Administration 
Acting Chief Financial Officer, Southwestern Power Administration 
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The Southwestern Federal Power System’s  
Fiscal Year 2024 Combined Financial Statements Audit 

 

 
What the Audit Found 

 
KPMG concluded that the financial statements presented fairly, 
in all material respects, the financial position of SWFPS as of 
September 30, 2024, and 2023, and the results of its operations 
and its cash flows for the years then ended in accordance with 
U.S. generally accepted accounting principles. KPMG also 
considered SWFPS’ internal control over financial reporting as 
part of its review and identified certain deficiencies in internal 
control that they considered to be a material weakness 
concerning post-retirement benefit expenses and workers’ 
compensation liability. In addition to the material weakness, 
KPMG also identified a significant deficiency over entity-level 
controls. KPMG tested for compliance with certain provisions 
of laws, regulations, contracts, and grant agreements that could 
have a direct material effect on the financial statements. The 
results of the auditors’ review disclosed no instances of 
noncompliance or other matters required to be reported under 
Government Auditing Standards, applicable Office of 
Management and Budget guidance, or the Federal Financial 
Management Improvement Act of 1996. 
 
What the Audit Recommends 
 
The Office of Inspector General issued Notices of Findings and 
Recommendations to management throughout the audit. All 
findings and recommendations will be detailed in a separate 
management letter that will be provided to Southwestern Power 
Administration. There are no formal recommendations that need 
to be tracked in the Departmental Audit Report Tracking 
System; therefore, an additional response is not required.  

 
 
 
 
 
 

Why the Audit Was 
Performed 
 
This audit was performed by the 
independent public accounting 
firm of KPMG LLP (KPMG) on 
behalf of the Department of 
Energy’s Office of Inspector 
General. KPMG audited the 
combined balance sheets of the 
Department’s Southwestern 
Federal Power Systems (SWFPS) 
as of September 30, 2024, and 
2023, and the related combined 
statements of changes in 
capitalization, revenues and 
expenses, and cash flows for the 
years then ended, and the related 
notes to the combined financial 
statements. 
 
The audit’s objective was to obtain 
reasonable assurance about 
whether the financial statements, 
as a whole, were free from material 
misstatement due to fraud or error 
and to issue an auditors’ report that 
included an opinion. 

 
KPMG performed the audit in 
accordance with generally 
accepted government auditing 
standards. 
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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. 
  
If you have comments, suggestions, and feedback on this report, please reach out at 
OIG.Reports@hq.doe.gov. Include your name, contact information, and the report number.  
 
For all media-related questions, please send inquiries to OIGpublicaffairs@hq.doe.gov and 
include your name, contact information, and the report number. 
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