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MEMORANDUM FOR THE SECRETARY 
 
    
 
FROM: April G. Stephenson 

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

Fiscal Year 2017 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 2017 Consolidated 
Financial Statements. 
 
KPMG audited the consolidated financial statements of the Department as of September 30, 
2017, and 2016, 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, 2017, and 2016. 
 
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 controls related to the accounting 
of environmental liabilities.  The following significant deficiency in the Department’s system of 
internal controls is not considered a material weakness:  
 

Accounting for Environmental Liabilities: The Department had not implemented effective 
internal controls over identifying and recording environmental liabilities accurately, 
completely, and in a timely manner.  Misstatements were identified that resulted from 
management basing estimates on assumptions that were incorrect and inadequate field office 
management reviews of cost estimates, including contingency estimates.  Most of the errors 
described above resulted from control deficiencies at field offices.  However, one 
Headquarters estimate was based on information that was outdated, due to insufficient 
coordination and inconsistency of assumptions between the Office of Standard Contracts 
Management and the Office of Environmental Management.  The control deficiencies 
resulted in current year misstatements of environmental liabilities and errors in the opening  
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balance, caused by recording adjustments to the liability in the improper accounting period, 
that were corrected as of September 30, 2017.  The current year adjustments to the overall 
environmental liabilities aggregated to approximately $2 billion (absolute value basis).  
 

The audit also identified one potential instance of non-compliance that is required to be reported 
under applicable audit standards and requirements.  The Department is reviewing a potential 
Anti-Deficiency Act violation from the over-obligation of approximately $16 million related to 
the apportionment of funding for a specific Departmental program.  A final determination has 
not yet been made, and therefore, the outcome of the matter is not presently known.  The Office 
of Inspector General recently issued a report, Inquiry into an Alleged Anti-Deficiency Act 
Violation at the Department of Energy (DOE-OIG-18-29), on the allegations related to this 
matter, which ultimately resulted in delaying the issuance of The Department of Energy’s Fiscal 
Year 2017 Consolidated Financial Statements. 
 
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, responses to three non-information technology-
related findings indicated two non-concurrences and one partial concurrence.  All findings will 
be detailed in management letters and a management decision will be requested, as appropriate. 
  
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 controls 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 all participating Department elements for their courtesy and cooperation 
during the review. 
 
Attachment 
 
cc: Deputy Secretary 
 Chief of Staff 
 Administrator for the National Nuclear Security Administration 
 Under Secretary of Energy 
 Under Secretary for Science 
 Chief Financial Officer       
 

Report Number:  DOE-IG-18-30 
 

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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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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