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 22-F-0012 
December 21, 2021 

  

EPA’s Fiscal Years 2020 and 2019 (Restated) 
Financial Statements for the Pesticides 
Reregistration and Expedited Processing Fund 

  EPA Receives an Unmodified Opinion for Fiscal Years 2020 and     
  2019 (Restated) 

We rendered an unmodified opinion on the EPA’s 
fiscal years 2020 and 2019 (restated) Federal 
Insecticide, Fungicide, and Rodenticide Act, or 
FIFRA, Fund financial statements, meaning that the 
statements were fairly presented and free of material 
misstatement. 

  Material Weakness and Significant Deficiency Noted  

We noted the following material weakness: the EPA materially misstated the 
FIFRA income and expenses from other appropriations. 

We noted the following significant deficiency: the EPA needs to improve its 
financial statement preparation process. 

The significant deficiency was initially reported in OIG Report No. 21-F-0014, 
EPA’s Fiscal Year’s 2020 and 2019 (Restated) Consolidated Financial 
Statements, issued November 16, 2020. We are reporting this significant 
deficiency for the FIFRA Fund financial statements. 

  Compliance with Applicable Laws, Regulations, Contracts,  
  and Grant Agreements 

We did not identify any noncompliance that would result in a material 
misstatement to the audited financial statements. In addition, the Agency was in 
substantial compliance with the statutory performance measures. 

  Recommendations and Planned Agency Corrective Actions 

We recommend that the chief financial officer correct the calculation of and 
document control activities and procedures for “Income and Expenses from 
Other Appropriations.” The EPA agreed with our recommendations and has 
indicated that it completed the corrective actions. We confirmed that the Agency 
corrected the calculation. We will verify that the Agency updated its control 
activities and procedures during a subsequent audit.  

We also recommend that the chief financial officer develop a plan to strengthen 
and improve the preparation and management review of the financial statements 
and adjustments. The Agency concurred with our recommendation and provided 
acceptable planned corrective actions. This recommendation is resolved with 
corrective actions pending.  

Why We Did This Audit 

The Food Quality Protection Act 
requires that the 
U.S. Environmental Protection 
Agency’s Office of Inspector 
General perform an annual audit 
of the financial statements for the 
Pesticides Reregistration and 
Expedited Processing Fund, also 
known as the Federal Insecticide, 
Fungicide, and Rodenticide Act 
Fund. The EPA is responsible for 
reassessing the safety of older 
pesticide registrations against 
modern health and 
environmental testing standards.  

To expedite the reregistration 
process, Congress authorized 
the EPA to collect fees from 
pesticide manufacturers. These 
fees are deposited into the fund. 
Each year, the Agency prepares 
financial statements that present 
information about the fund, along 
with information about the EPA’s 
progress in reregistering 
pesticides. 

 

 

 

 

This audit supports an EPA 
mission-related effort: 

• Operating efficiently and 
effectively. 

This audit addresses a top EPA 
management challenge:  

• Managing infrastructure funding 
and business operations. 

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

List of OIG reports. 

Office of Inspector General 
U.S. Environmental Protection Agency 

We found the fund’s 
financial statements to 
be fairly presented and 
free of material 
misstatement. 
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UNITED STATES ENVIRONMENTAL PROTECTION AGENCY 
WASHINGTON, D.C. 20460 

 
 OFFICE OF 

INSPECTOR GENERAL 
 

 
 

 

December 21, 2021 

 

MEMORANDUM 

 

SUBJECT: EPA’s Fiscal Years 2020 and 2019 (Restated) Financial Statements for the Pesticides 

Reregistration and Expedited Processing Fund 

Report No. 22-F-0012 

FROM: Paul C. Curtis, Director  

Financial Directorate 

Office of Audit 

TO: Faisal Amin, Chief Financial Officer 

This is our report on the subject audit conducted by the Office of Inspector General of the 

U.S. Environmental Protection Agency. The project number for this audit was OA-FY21-0082. This 

report contains findings that describe the problems the OIG has identified and the corrective actions the 

OIG recommends. Final determination 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 has primary responsibility for the issues discussed in the report. 

In accordance with EPA Manual 2750, your office provided acceptable planned corrective actions and 

estimated milestone dates in response to the OIG’s recommendations. All recommendations are resolved, 

and no final response to this report 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.epa.gov/oig. 

 

 

https://www.epa.gov/office-inspector-general/notification-epas-fiscal-year-2020-fifra-and-pria-financial-statements
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Inspector General’s Report on the Fiscal Years 2020 
and 2019 (Restated) Financial Statements  

for the Pesticides Reregistration and Expedited 
Processing Fund 

The Administrator 
U.S. Environmental Protection Agency 

Report on the Financial Statements 

We have audited the accompanying financial statements of the U.S. Environmental Protection Agency’s 
Pesticides Reregistration and Expedited Processing Fund, also known as the Federal Insecticide, 
Fungicide, and Rodenticide Act, or FIFRA, Fund. These statements comprise the balance sheets as of 
September 30, 2020, and September 30, 2019 (restated); related statements of net cost and changes in 
net position; the statement of budgetary resources for the years then ended; and the related notes to 
the financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America. This includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial statements contained in Government Auditing Standards, 
issued by the comptroller general of the United States of America; and Office of Management and 
Budget Bulletin 21-04, Audit Requirements for Federal Financial Statements. These standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above, including the accompanying notes, present 
fairly, in all material respects, the assets, liabilities, net position, net cost, changes in net position, and 
budgetary resources of the Pesticides Reregistration and Expedited Processing Fund as of and for the 
years ended September 30, 2020 and 2019, in accordance with accounting principles generally accepted 
in the United States of America. 

Emphasis of Matter–Restatement of Fiscal Year 2019 

As described in Note 14 to the financial statements, the EPA made certain restatements in its fiscal 
year 2019 FIFRA Fund financial statements to correct misstatements for the unexpended appropriations 
and the unfunded leave accrual. The restatement impacted the following line items on the financial 
statements:  

• Balance Sheet: payroll and benefits payable, total liabilities, cumulative results of operations, 
and total liabilities and net position. 

• Statement of Net Cost: gross cost and net cost of operations. 

• Statement of Changes in Net Position: beginning of period, total budgetary financing resources, 
net cost of operations, net change, and total net position.  

Our opinion is not modified with respect to these corrections. 

Report on Internal Control over Financial Reporting 

Opinion on Internal Control. In planning and performing our audit of the financial statements of the 
Pesticides Reregistration and Expedited Processing Fund as of and for the year ended 
September 30, 2020, in accordance with auditing standards generally accepted in the United States of 
America, we considered the fund’s internal control over financial reporting as a basis for designing our 
audit procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
the financial statements and to comply with the Office of Management and Budget’s audit guidance, but 
not to express an opinion on the effectiveness of the fund’s internal control. Accordingly, we do not 
express an opinion on the effectiveness of the fund’s internal control over financial reporting. 

Material Weaknesses and Significant Deficiencies. Our consideration of internal control was for the 
limited purpose of expressing an opinion on the fund’s financial statements and was not designed to 
identify all deficiencies in internal control that might be material weaknesses or significant deficiencies, 
and therefore, such deficiencies in internal control may exist that were not identified during the course 
of our audit. A deficiency in internal control over financial reporting exists when the design or operation 
of a control does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, 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 
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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 one matter that we consider to be a material weakness and one significant deficiency. These 
issues are summarized below and detailed in Attachments 1 and 2. 

Material Weakness 

EPA Materially Misstated FIFRA Income and Expenses from Other Appropriations 

The EPA materially misstated the on-top adjustment involving the FIFRA Fund income and expenses 
from other appropriations by over $7.4 million. Office of Management and Budget Circular A-136, 
Financial Reporting Requirements, section II.3, requires that information in financial statements be 
presented in accordance with generally accepted accounting principles and that the statements report 
the full cost of each program’s output. EPA personnel did not accurately capture certain amounts that 
should have been part of the calculation for on-top adjustment. If the EPA does not exercise due 
diligence in the preparation of its on-top adjustments and financial statements, it risks compromising 
the accuracy of the financial statements and the reliance of the public and other interested parties on 
them to be free of material misstatement. 

Significant Deficiency 

EPA Needs to Improve Its Financial Statement Preparation Process 

We found instances, as described in Attachment 2, in which the EPA had misstated its on-top 
adjustments and financial statements. Office of Management and Budget Circular A-136, Financial 
Reporting Requirements, requires that information in financial statements be prepared in accordance 
with generally accepted accounting principles and that material misstatements be identified and 
explained. Statement of Federal Financial Accounting Standards 21, Reporting Corrections of Errors and 
Changes in Accounting Principles, Amendment of SFFAS 7, Accounting for Revenue and Other Financing 
Sources, further requires that the entity disclose the nature of an error. EPA personnel initially did not 
make appropriate adjustments to financial statements because they believed that their accounting was 
accurate. If the EPA does not properly record financial adjustments and exercise due diligence in the 
preparation and management review of financial statements, it risks compromising the accuracy of the 
financial statements and the reliance of the public and other interested parties on them to be free of 
material misstatement. 

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

Office of Management and Budget Bulletin 21-04 requires the Office of Inspector General to compare 
material weaknesses disclosed during the audit with those material weaknesses reported in the 
Agency’s Federal Managers’ Financial Integrity Act report that relate to the financial statements and 
identify material weaknesses disclosed by the audit that were not reported in the Agency’s report. The 
Agency’s report is prepared and submitted at the consolidated level, of which the FIFRA Fund is a 
component. Accordingly, there are no findings to report at the FIFRA Fund level. 
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Report on Compliance with Laws, Regulations, Contracts, and Grant 
Agreements 

EPA management is responsible for complying with laws, regulations, contracts, and grant agreements 
applicable to the Agency and the fund. As part of obtaining reasonable assurance about whether the 
fund’s financial statements are free of material misstatement, we performed tests of the Agency’s 
compliance with certain provisions of laws, including those governing the use of budgetary authority, 
regulations, contracts, and grant agreements that have a direct effect on the determination of material 
amounts and disclosures in the fund’s financial statements. However, since this testing was limited in 
scope, we did not issue a related opinion, as stated below.  

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

Providing an opinion on compliance with certain 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 did not identify any instances of noncompliance that would result in a material misstatement to the 
audited financial statements. 

Other Governmental Reporting Requirements 

Performance Measures 

FIFRA requires the OIG to audit the administrator’s attainment of performance measures and goals 
established. Based on our audit, we found that statutory performance measures were in substantial 
compliance with the FIFRA Fund. 

Management’s Discussion and Analysis 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The Management’s Discussion and Analysis is presented for the purpose of additional analysis and is not 
a required part of the basic financial statements. Such information is the management’s responsibility. 
We obtained information from the fund’s management about its methods for preparing the 
Management’s Discussion and Analysis, and we reviewed this information for consistency with the 
financial statements. 

Our audit was not designed to express an opinion and, accordingly, we do not express an opinion on the 
fund’s Management’s Discussion and Analysis. 

We did not identify any material inconsistencies between the information presented in the fund’s 
financial statements and the information presented in the Management’s Discussion and Analysis. 

Prior Audit Coverage 

During a previous audit of the FIFRA Fund’s financial statements—OIG Report No. 20-F-0308, Fiscal 
Years 2019 and 2018 Financial Statements for the Pesticides Reregistration and Expedited Processing 

https://www.epa.gov/office-inspector-general/report-fiscal-years-2019-and-2018-financial-statements-pesticides
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Fund, issued September 8, 2020—we did not identify any instances of noncompliance that would result 
in a material misstatement to the audited financial statements. We did not have any recommendations 
in that report. 

During a previous audit of the consolidated financial statements—OIG Report No. 21-F-0014, EPA’s 
Fiscal Year’s 2020 and 2019 (Restated) Consolidated Financial Statements, issued November 16, 2020—
we reported a significant deficiency with the financial statement preparation. In fiscal year 2020, we 
found that the EPA continued to make misstatements and adjustment errors during its consolidated 
financial statement and component financial statement preparation processes. 

We recommended that the Agency develop a plan to strengthen and improve the preparation and 
management review of the financial statements and adjustments entered into the accounting system so 
that errors and misstatements are detected and corrected in a timely manner. The Agency agreed with 
our recommendation and provided an estimated completion date of December 31, 2021. 

 
 
 
Paul C. Curtis 
Certified Public Accountant 
Director, Financial Directorate 
Office of Audit 
Office of Inspector General 
U.S. Environmental Protection Agency 
December 17, 2021 
  

https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2020-and-2019-restated-consolidated-financial
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1–EPA Materially Misstated FIFRA Income and 
Expenses from Other Appropriations 

The EPA materially misstated the on-top adjustment involving the FIFRA Fund income and expenses 
from other appropriations by over $7.4 million. Office of Management and Budget Circular A-136, 
Financial Reporting Requirements, section II.3, requires that information in financial statements be 
presented in accordance with generally accepted accounting principles and that the statements report 
the full cost of each program’s output. EPA personnel did not accurately capture certain amounts that 
should have been part of the calculation for the on-top adjustment. If the EPA does not exercise due 
diligence when preparing its on-top adjustments and financial statements, it risks compromising the 
accuracy of the financial statements and the reliance of the public and other interested parties on them 
to be free of material misstatement. 

Generally accepted accounting principles include the Federal Accounting Standards Advisory Board’s 
Statement of Federal Financial Accounting Standards 4, Managerial Cost Accounting Standards and 
Concepts, which contains further guidance on these principles. Section II.3.3.3 of Office of Management 
and Budget Circular A-136, issued June 28, 2019, requires that entities report the full cost of each 
program’s output, which consists of: 

(a) [D]irect and indirect costs of the output and (b) the costs of identifiable supporting 
services provided by other segments within the entity and by other entities. The 
entity should accumulate and assign costs in accordance with the costing 
methodology in the SFFAS [Statement of Federal Financial Accounting Standards] 4, 
as amended. Program costs should include any non-production costs that can be 
assigned to the program but not necessarily to its outputs. 

The U.S. Government Accountability Office’s GAO-14-704G, Standards for Internal Control in the Federal 
Government, known as the Green Book, requires that federal entities have internal control activities to 
ensure that they provide accurate and timely recording of transactions and events. We found that EPA 
personnel did not capture certain amounts that should have been part of the on-top adjustment 
calculation involving the “Income and Expenses from Other Appropriations” footnote. If the EPA does 
not properly analyze the effect of its on-top adjustments, it could continue to materially misstate its 
financial position, which could impact the reliability of its financial statements. 

The Green Book defines the five components of internal control in government. These components are: 

• Monitoring. 

• Information and communication. 

• Control activities. 

• Risk assessment. 

• Control environment. 

Management should design control activities to achieve objectives and respond to risks. The standards 
for control activities require appropriate documentation of transactions and internal control. 
Management is to clearly document internal control, all transactions, and other significant events in a 
manner that allows the documentation to be readily available for examination. The standards for control 
activities require accurate and timely recording of transactions and events. 

https://www.gao.gov/assets/gao-14-704g.pdf
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During our analysis, we found that the EPA materially misstated the on-top adjustment involving the 
FIFRA income and expenses from appropriations in its fiscal year 2020 draft financial statements by over 
$7.4 million. Specifically, EPA personnel did not accurately capture amounts that should have been part 
of the calculation for the on-top adjustment and, therefore, misstated the net cost, changes in net 
position, and footnote 10, “Income and Expenses from Other Appropriations” in the FIFRA Funds’ draft 
financial statements. The EPA informed us that there were amounts in “Expenses Without FIFRA Project 
Codes” in Funds B (Environmental Programs and Management) and C (Science and Technology) that 
were omitted from the fiscal year 2020 calculation. The EPA has discussed this error in the calculation 
methodology with the preparer and is in the process of correcting the on-top adjustments for the final 
financial statements. 

If the EPA does not exercise due diligence when preparing its on-top adjustments and financial 
statements, then it risks compromising the accuracy of the financial statements and the reliance of the 
public and other interested parties on them to be free of material misstatement. 

Recommendations 

We recommend that the chief financial officer: 

1. Correct the calculation in the Federal Insecticide, Fungicide, and Rodenticide Act 20-03 on-top 
adjustment to accurately capture the amounts for footnote 10, “Income and Expenses from 
Other Appropriations.”  

2. Document the control activities and procedures for calculating the income and expense 
amounts for footnote 10, “Income and Expenses from Other Appropriations.” 

Agency Response and OIG Assessment 

The Agency agreed with our findings and recommendations and has indicated it has completed the 
corrective actions. We confirmed that the Agency corrected the calculation. We will verify that the 
Agency updated their control activities and procedures during a subsequent audit. 
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Attachment 2 
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1–EPA Needs to Improve Its Financial Statement 
Preparation Process 

 

We found instances in which the EPA had misstated its on-top adjustments and financial statements. 
Office of Management and Budget Circular A-136, Financial Reporting Requirements, requires that 
information in financial statements be prepared in accordance with generally accepted accounting 
principles and that material misstatements be identified and explained. Statement of Federal Financial 
Accounting Standards 21, Reporting Corrections of Errors and Changes in Accounting Principles, 
Amendment of SFFAS 7, Accounting for Revenue and Other Financing Sources, further requires that the 
entity disclose the nature of an error. EPA personnel initially did not make appropriate adjustments to 
financial statements because they believed that their accounting was accurate. If the EPA does not 
properly record financial adjustments and exercise due diligence in the preparation and management 
review of financial statements, it risks compromising the accuracy of the financial statements and the 
reliance of the public and other interested parties on them to be free of material misstatement. 

Generally accepted accounting principles include the Federal Accounting Standards Advisory Board’s 
Statement of Federal Financial Accounting Standards Number 21. Section II.3.8.37 of Office of 
Management and Budget Circular A-136 requires that entities explain material misstatements in the 
prior period’s financial statements. In addition, if material misstatements are identified in the  prior 
period’s financial statements, the entity must explain the material misstatements in accordance with 
Statement of Federal Financial Accounting Standards Number 21, which requires that the entity disclose 
the nature of an error in providing issued financial statements and the effect of its correction on 
relevant balances. Financial statements for subsequent periods need not repeat the disclosures. 

We found that EPA personnel initially did not make appropriate adjustments to financial statements 
because they believed that their accounting was accurate. If the EPA does not properly record 
accounting adjustments and exercise due diligence when preparing its financial statements, then it risks 
compromising the accuracy of the Agency’s financial statements and the reliance of the public and other 
concerned parties on them to be free of material misstatement. 

Management should design control activities to achieve objectives and respond to risks. The standards 
for control activities require appropriate documentation of transactions and internal control. According 
to the Green Book, management is to clearly document internal control, all transactions, and other 
significant events in a manner that allows the documentation to be readily available for examination. 
The standards for control activities require accurate and timely recording of transactions and events. 
The five components of internal control in government as described in the Green Book are listed in 
Attachment 1. 

We found instances in which the EPA had misstated its on-top adjustments and financial statements. 
Specifically, we found that the EPA materially miscalculated the “Income and Expenses from Other 
Appropriations” footnote for FIFRA. In addition, the EPA did not ensure that the “Restatements” 
footnote in the FIFRA Funds’ financial statements adhered to the Statement of Federal Financial 
Accounting Standards. We found the following: 

• Income and Expenses from Other Appropriations Footnote (Note 10). EPA personnel did not 
capture certain amounts that should have been part of the calculation for the on-top 
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adjustment involving the expenses from other appropriations and, thus, materially misstated 
the net cost and the changes in net position in the FIFRA Funds’ draft financial statements. The 
EPA stated that there were amounts omitted from the fiscal year 2020 calculation. The EPA has 
discussed this error in the calculation methodology with the preparer and is in the process of 
correcting the on-top adjustment for the final financial statements. 

• Restatements Footnote (Note 14). The EPA did not adequately review the restatement footnote 
to ensure that it adhered to the Statement of Federal Financial Accounting Standards 21 
requirement that material errors in prior issued financial statements be disclosed. While the 
“Restatements” footnote attempted to clarify the fiscal year 2019 financial reports by indicating 
the various financial statements and line items that are impacted by the restatement, the 
footnote did not make clear the effects of its correction on them. The EPA did not agree that the 
restatement footnote was not properly disclosed. However, it agreed to enhance the 
understanding of the footnote and add the dollar amounts of the errors to the footnote in the 
final statements. 

During the financial statement preparation process, EPA staff did not detect and correct the error and 
misstatement detailed above. After we conducted an account analysis of the activity and questioned the 
Agency, staff stated that they will revise the current adjustments to correct the errors and 
misstatements that we found. This issue highlights the need for the EPA to strengthen its processes so 
that amounts and accounts are accurate and properly posted in the EPA’s accounting system and so that 
the Agency complies with federal accounting standards. 

If the EPA does not properly record financial adjustments and exercise due diligence in the preparation 
and management review of financial statements, it risks compromising the accuracy of the financial 
statements and the reliance of the public and other interested parties on them to be free of material 
misstatement. 

Recommendation 

We recommend that the chief financial officer: 

3. Develop a plan to strengthen and improve the preparation and management review of the 
Federal Insecticide, Fungicide, and Rodenticide Act Fund financial statements and adjustments 
entered into the accounting system so that errors and misstatements are detected and 
corrected in a timely manner.  

Agency Response and OIG Assessment 

The Agency concurred with our recommendation and provided acceptable planned corrective actions. 
The Agency’s estimated completion date for corrective actions is December 31, 2021. The Agency’s 
response to the draft report can be found in Appendix B.  
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Attachment 3 

 

Status of Recommendations 

RECOMMENDATIONS  

Rec. 
No. 

Page 
No. Subject Status1 Action Official 

Planned 
Completion 

Date  

1 8 Correct the calculation in the Federal Insecticide, Fungicide, and 
Rodenticide Act 20-03 on-top adjustment to accurately capture 
the amounts for footnote 10, “Income and Expenses from Other 
Appropriations.” 

C Chief Financial Officer 12/2/21  

2 8 Document the control activities and procedures for calculating 
the income and expense amounts for footnote 10, “Income and 
Expenses from Other Appropriations.” 

C* Chief Financial Officer 12/2/21  

3 11 Develop a plan to strengthen and improve the preparation and 
management review of the Federal Insecticide, Fungicide, and 
Rodenticide Act Fund financial statements and adjustments 
entered into the accounting system so that errors and 
misstatements are detected and corrected in a timely manner. 

R Chief Financial Officer 12/31/21  

       

       

       

       

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

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

 * OIG will verify completion of this recommendation during a subsequent audit.  
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Appendix B 

 

Agency Response to Draft Report 
 

 

Thank you for the opportunity to respond to the issues 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. 

AGENCY RESPONSE TO DRAFT REPORT RECOMMENDATIONS 

 

No. Recommendation High-Level Corrective Action(s) Estimated 

Completion Date 

1 Correct the calculation in the 

Federal Insecticide, Fungicide, and 

Rodenticide Act 20-03 on-top 

adjustment to accurately capture the 

amounts for footnote 10, “Income 

and Expenses from Other 

Appropriations.” 

Concur. The calculation will be 

corrected and the correct amounts will 

be included in the final financial 

statements. 

December 2, 

2021 

2 Document the control activities and 

procedures for calculating the 

income and expense amounts for 

footnote 10, “Income and Expenses 

from Other Appropriations.” 

Concur. The documented processes and 

procedures for completing the 

calculation will be updated to include 

instructions for capturing all applicable 

expenses in the calculation along with 

additional staff and management 

review. 

December 2, 

2021 
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3 Develop a plan to strengthen and 

improve the preparation and 

management review of the Federal 
Insecticide, Fungicide, and 
Rodenticide Act Fund financial 
statements and adjustments entered 
the accounting system so that errors 
and misstatements are detected and 
corrected in a timely manner. 

Concur. The EPA continues to 

strengthen and improve its financial 

statement preparation process and has 

made significant progress to date. The 

following corrective actions have been 

completed or are in progress: 

• Implemented new procedures 

requiring a second-level management 

review of journal vouchers over $10 

million and all on-top adjustments. 

(Completed November 2020) 

• Implemented CaseWare financial 

statement preparation software, which 

increases efficiency and provides 

additional format controls and footnote 

cross checks that were unavailable 

previously. (Completed March 2020) 

• Performed an A-123 review of the 

financial statement preparation process. 

(Completed June 2021) 

• Perform monthly internal reviews of 

journal vouchers to ensure they are 

clearly and sufficiently supported, in 

addition to quarterly contractor 

reviews. (On-going) 

• Enhanced the standard operating 

procedures and reviewer checklists for 

financial statement preparation. (On- 

going) 

• Developed a plan for the financial 

statement preparation process including 

new comprehensive review by an 

Office of Controller-wide team of 

accountants. (On-going) 
Established an accounting training 
program for all OC staff to understand 
better policy and procedures involved in 
the financial statement process. (On- 
going) 

December 31, 

2021 

 

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: Michal Freedhoff  

David Bloom 

mailto:leblanc.andrew@epa.gov
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Carol Terris 

Lek Kadeli 

Jeanne Conklin 

Charles Sheehan 

Edward Shields 

Katherine Trimble 

Meshall Jones-Peeler 

Richard Gray 

Laura Nicolosi 

James Hatfield 

Damon Jackson 

OCFO-OC-MANAGERS 

Demetrios Papakonstantinou 

Andrew LeBlanc 

José Kercado 

Janet Weiner 
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Appendix C 

 

Distribution 
 
The Administrator 
Deputy Administrator  
Chief of Staff, Office of the Administrator 
Deputy Chief of Staff, Office of the Administrator 
Chief Financial Officer 
Agency Follow-Up Coordinator 
General Counsel  
Assistant Administrator for Chemical Safety and Pollution Prevention 
Associate Administrator for Congressional and Intergovernmental Relations 
Associate Administrator for Public Affairs  
Deputy Chief Financial Officer  
Associate Chief Financial Officer 
Associate Chief Financial Officer for Policy  
Deputy Assistant Administrator for Chemical Safety and Pollution Prevention 
Deputy Assistant Administrator for Management, Office of Chemical Safety and Pollution Prevention 
Associate Assistant Administrator for Chemical Safety and Pollution Prevention  
Special Assistant, Office of Chemical Safety and Pollution Prevention  
Director, Office of Pesticide Programs, Office of Chemical Safety and Pollution Prevention 
Director, Office of Pollution Prevention and Toxics, Office of Chemical Safety and Pollution Prevention 
Director, Information Technology and Resources Management Division, Office of Program Support,   
     Office of Chemical Safety and Pollution Prevention  
Controller 
Deputy Controller 
Associate Deputy Controller 
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   
Deputy 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 
Director, Office of Continuous Improvement, Office of the Chief Financial Officer 
Audit Follow-Up Coordinator, Office of the Administrator  
Audit Follow-Up Coordinator, Office of the Chief Financial Officer 
Senior Audit Advisor, Office of Chemical Safety and Pollution Prevention  
Audit Liaison, Office of Budget, Office of the Chief Financial Officer 
Audit Liaison, Office of the Controller 
Audit Liaison, Office of Technology Solutions, Office of the Chief Financial Officer 
Audit Liaison, Office of Pesticide Programs, Office of Chemical Safety and Pollution Prevention 
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Audit Liaison, Office of Pollution Prevention and Toxics, Office of Chemical Safety and Pollution   
     Prevention 
Backup Audit Follow-Up Coordinator, Office of the Chief Financial Officer  
Audit Follow-Up Coordinators, Regions 1–10 
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	  EPA Receives an Unmodified Opinion for Fiscal Years 2020 and     
	  2019 (Restated) 
	We rendered an unmodified opinion on the EPA’s fiscal years 2020 and 2019 (restated) Federal Insecticide, Fungicide, and Rodenticide Act, or FIFRA, Fund financial statements, meaning that the statements were fairly presented and free of material misstatement. 
	We found the fund’s financial statements to be fairly presented and free of material misstatement. 
	We found the fund’s financial statements to be fairly presented and free of material misstatement. 
	Figure

	  Material Weakness and Significant Deficiency Noted  
	We noted the following material weakness: the EPA materially misstated the FIFRA income and expenses from other appropriations. 
	We noted the following significant deficiency: the EPA needs to improve its financial statement preparation process. 
	The significant deficiency was initially reported in OIG Report No. 
	The significant deficiency was initially reported in OIG Report No. 
	21-F-0014
	21-F-0014

	, EPA’s Fiscal Year’s 2020 and 2019 (Restated) Consolidated Financial Statements, issued November 16, 2020. We are reporting this significant deficiency for the FIFRA Fund financial statements. 

	  Compliance with Applicable Laws, Regulations, Contracts,  
	  and Grant Agreements 
	We did not identify any noncompliance that would result in a material misstatement to the audited financial statements. In addition, the Agency was in substantial compliance with the statutory performance measures. 
	  Recommendations and Planned Agency Corrective Actions 
	We recommend that the chief financial officer correct the calculation of and document control activities and procedures for “Income and Expenses from Other Appropriations.” The EPA agreed with our recommendations and has indicated that it completed the corrective actions. We confirmed that the Agency corrected the calculation. We will verify that the Agency updated its control activities and procedures during a subsequent audit.  
	We also recommend that the chief financial officer develop a plan to strengthen and improve the preparation and management review of the financial statements and adjustments. The Agency concurred with our recommendation and provided acceptable planned corrective actions. This recommendation is resolved with corrective actions pending.  
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	Why We Did This Audit 
	The Food Quality Protection Act requires that the U.S. Environmental Protection Agency’s Office of Inspector General perform an annual audit of the financial statements for the Pesticides Reregistration and Expedited Processing Fund, also known as the Federal Insecticide, Fungicide, and Rodenticide Act Fund. The EPA is responsible for reassessing the safety of older pesticide registrations against modern health and environmental testing standards.  
	To expedite the reregistration process, Congress authorized the EPA to collect fees from pesticide manufacturers. These fees are deposited into the fund. Each year, the Agency prepares financial statements that present information about the fund, along with information about the EPA’s progress in reregistering pesticides. 
	 
	 
	 
	 
	This audit supports an EPA mission-related effort: 
	• Operating efficiently and effectively. 
	• Operating efficiently and effectively. 
	• Operating efficiently and effectively. 


	P
	Span
	This audit addresses a top EPA 
	management challenge
	management challenge

	:  

	• Managing infrastructure funding and business operations. 
	• Managing infrastructure funding and business operations. 
	• Managing infrastructure funding and business operations. 


	P
	Span
	Address inquiries to our public affairs office at (202) 566-2391 or 
	OIG_WEBCOMMENTS@epa.gov
	OIG_WEBCOMMENTS@epa.gov

	.  

	P
	Span
	List of
	List of

	 
	OIG reports
	OIG reports

	. 





	December 21, 2021 
	 
	MEMORANDUM 
	 
	SUBJECT: EPA’s Fiscal Years 2020 and 2019 (Restated) Financial Statements for the Pesticides Reregistration and Expedited Processing Fund Report No. 22-F-0012 
	FROM: Paul C. Curtis, Director  Financial Directorate Office of Audit 
	Figure
	TO: Faisal Amin, Chief Financial Officer 
	This is our report on the subject audit conducted by the Office of Inspector General of the U.S. Environmental Protection Agency. The project number for this audit was 
	This is our report on the subject audit conducted by the Office of Inspector General of the U.S. Environmental Protection Agency. The project number for this audit was 
	OA-FY21-0082
	OA-FY21-0082

	. This report contains findings that describe the problems the OIG has identified and the corrective actions the OIG recommends. Final determination 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 has primary responsibility for the issues discussed in the report. 
	In accordance with EPA Manual 2750, your office provided acceptable planned corrective actions and estimated milestone dates in response to the OIG’s recommendations. All recommendations are resolved, and no final response to this report 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  Rehabili
	We will post this report to our website at 
	We will post this report to our website at 
	www.epa.gov/oig
	www.epa.gov/oig

	. 
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	Inspector General’s Report on the Fiscal Years 2020 and 2019 (Restated) Financial Statements  for the Pesticides Reregistration and Expedited Processing Fund 
	The Administrator 
	U.S. Environmental Protection Agency 
	Report on the Financial Statements 
	We have audited the accompanying financial statements of the U.S. Environmental Protection Agency’s Pesticides Reregistration and Expedited Processing Fund, also known as the Federal Insecticide, Fungicide, and Rodenticide Act, or FIFRA, Fund. These statements comprise the balance sheets as of September 30, 2020, and September 30, 2019 (restated); related statements of net cost and changes in net position; the statement of budgetary resources for the years then ended; and the related notes to the financial 
	Management’s Responsibility for the Financial Statements 
	Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally accepted in the United States of America. This includes the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
	Auditor’s Responsibility 
	Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with auditing standards generally accepted in the United States of America; the standards applicable to financial statements contained in Government Auditing Standards, issued by the comptroller general of the United States of America; and Office of Management and Budget Bulletin 21-04, Audit Requirements for Federal Financial Statements. These standards require that we plan and
	An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that ar
	We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 
	Opinion 
	In our opinion, the financial statements referred to above, including the accompanying notes, present fairly, in all material respects, the assets, liabilities, net position, net cost, changes in net position, and budgetary resources of the Pesticides Reregistration and Expedited Processing Fund as of and for the years ended September 30, 2020 and 2019, in accordance with accounting principles generally accepted in the United States of America. 
	Emphasis of Matter–Restatement of Fiscal Year 2019 
	As described in Note 14 to the financial statements, the EPA made certain restatements in its fiscal year 2019 FIFRA Fund financial statements to correct misstatements for the unexpended appropriations and the unfunded leave accrual. The restatement impacted the following line items on the financial statements:  
	• Balance Sheet: payroll and benefits payable, total liabilities, cumulative results of operations, and total liabilities and net position. 
	• Balance Sheet: payroll and benefits payable, total liabilities, cumulative results of operations, and total liabilities and net position. 
	• Balance Sheet: payroll and benefits payable, total liabilities, cumulative results of operations, and total liabilities and net position. 

	• Statement of Net Cost: gross cost and net cost of operations. 
	• Statement of Net Cost: gross cost and net cost of operations. 

	• Statement of Changes in Net Position: beginning of period, total budgetary financing resources, net cost of operations, net change, and total net position.  
	• Statement of Changes in Net Position: beginning of period, total budgetary financing resources, net cost of operations, net change, and total net position.  


	Our opinion is not modified with respect to these corrections. 
	Report on Internal Control over Financial Reporting 
	Opinion on Internal Control. In planning and performing our audit of the financial statements of the Pesticides Reregistration and Expedited Processing Fund as of and for the year ended September 30, 2020, in accordance with auditing standards generally accepted in the United States of America, we considered the fund’s internal control over financial reporting as a basis for designing our audit procedures that are appropriate in the circumstances for the purpose of expressing an opinion on the financial sta
	Material Weaknesses and Significant Deficiencies. Our consideration of internal control was for the limited purpose of expressing an opinion on the fund’s financial statements and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies, and therefore, such deficiencies in internal control may exist that were not identified during the course of our audit. A deficiency in internal control over financial reporting exists when the design or
	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 one matter that we consider to be a material weakness and one significant deficiency. These issues are summarized below and detailed in Attachments 1 and 2. 
	Material Weakness 
	EPA Materially Misstated FIFRA Income and Expenses from Other Appropriations 
	The EPA materially misstated the on-top adjustment involving the FIFRA Fund income and expenses from other appropriations by over $7.4 million. Office of Management and Budget Circular A-136, Financial Reporting Requirements, section II.3, requires that information in financial statements be presented in accordance with generally accepted accounting principles and that the statements report the full cost of each program’s output. EPA personnel did not accurately capture certain amounts that should have been
	Significant Deficiency 
	EPA Needs to Improve Its Financial Statement Preparation Process 
	We found instances, as described in Attachment 2, in which the EPA had misstated its on-top adjustments and financial statements. Office of Management and Budget Circular A-136, Financial Reporting Requirements, requires that information in financial statements be prepared in accordance with generally accepted accounting principles and that material misstatements be identified and explained. Statement of Federal Financial Accounting Standards 21, Reporting Corrections of Errors and Changes in Accounting Pri
	Comparison of EPA’s Federal Managers’ Financial Integrity Act Report with Our Evaluation of Internal Control 
	Office of Management and Budget Bulletin 21-04 requires the Office of Inspector General to compare material weaknesses disclosed during the audit with those material weaknesses reported in the Agency’s Federal Managers’ Financial Integrity Act report that relate to the financial statements and identify material weaknesses disclosed by the audit that were not reported in the Agency’s report. The Agency’s report is prepared and submitted at the consolidated level, of which the FIFRA Fund is a component. Accor
	Report on Compliance with Laws, Regulations, Contracts, and Grant Agreements 
	EPA management is responsible for complying with laws, regulations, contracts, and grant agreements applicable to the Agency and the fund. As part of obtaining reasonable assurance about whether the fund’s financial statements are free of material misstatement, we performed tests of the Agency’s compliance with certain provisions of laws, including those governing the use of budgetary authority, regulations, contracts, and grant agreements that have a direct effect on the determination of material amounts a
	Opinion on Compliance with Laws, Regulations, Contracts, and Grant Agreements 
	Providing an opinion on compliance with certain 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 did not identify any instances of noncompliance that would result in a material misstatement to the audited financial statements. 
	Other Governmental Reporting Requirements 
	Performance Measures 
	FIFRA requires the OIG to audit the administrator’s attainment of performance measures and goals established. Based on our audit, we found that statutory performance measures were in substantial compliance with the FIFRA Fund. 
	Management’s Discussion and Analysis 
	Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The Management’s Discussion and Analysis is presented for the purpose of additional analysis and is not a required part of the basic financial statements. Such information is the management’s responsibility. We obtained information from the fund’s management about its methods for preparing the Management’s Discussion and Analysis, and we reviewed this information for consistency with the financial statement
	Our audit was not designed to express an opinion and, accordingly, we do not express an opinion on the fund’s Management’s Discussion and Analysis. 
	We did not identify any material inconsistencies between the information presented in the fund’s financial statements and the information presented in the Management’s Discussion and Analysis. 
	Prior Audit Coverage 
	During a previous audit of the FIFRA Fund’s financial statements—OIG Report No. 
	During a previous audit of the FIFRA Fund’s financial statements—OIG Report No. 
	20-F-0308
	20-F-0308

	, Fiscal Years 2019 and 2018 Financial Statements for the Pesticides Reregistration and Expedited Processing 

	Fund, issued September 8, 2020—we did not identify any instances of noncompliance that would result in a material misstatement to the audited financial statements. We did not have any recommendations in that report. 
	During a previous audit of the consolidated financial statements—OIG Report No. 
	During a previous audit of the consolidated financial statements—OIG Report No. 
	21-F-0014
	21-F-0014

	, EPA’s Fiscal Year’s 2020 and 2019 (Restated) Consolidated Financial Statements, issued November 16, 2020—we reported a significant deficiency with the financial statement preparation. In fiscal year 2020, we found that the EPA continued to make misstatements and adjustment errors during its consolidated financial statement and component financial statement preparation processes. 

	We recommended that the Agency develop a plan to strengthen and improve the preparation and management review of the financial statements and adjustments entered into the accounting system so that errors and misstatements are detected and corrected in a timely manner. The Agency agreed with our recommendation and provided an estimated completion date of December 31, 2021. 
	 
	Figure
	 
	 
	Paul C. Curtis 
	Certified Public Accountant 
	Director, Financial Directorate 
	Office of Audit 
	Office of Inspector General 
	U.S. Environmental Protection Agency 
	December 17, 2021 
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	1–EPA Materially Misstated FIFRA Income and Expenses from Other Appropriations 
	The EPA materially misstated the on-top adjustment involving the FIFRA Fund income and expenses from other appropriations by over $7.4 million. Office of Management and Budget Circular A-136, Financial Reporting Requirements, section II.3, requires that information in financial statements be presented in accordance with generally accepted accounting principles and that the statements report the full cost of each program’s output. EPA personnel did not accurately capture certain amounts that should have been
	Generally accepted accounting principles include the Federal Accounting Standards Advisory Board’s Statement of Federal Financial Accounting Standards 4, Managerial Cost Accounting Standards and Concepts, which contains further guidance on these principles. Section II.3.3.3 of Office of Management and Budget Circular A-136, issued June 28, 2019, requires that entities report the full cost of each program’s output, which consists of: 
	(a) [D]irect and indirect costs of the output and (b) the costs of identifiable supporting services provided by other segments within the entity and by other entities. The entity should accumulate and assign costs in accordance with the costing methodology in the SFFAS [Statement of Federal Financial Accounting Standards] 4, as amended. Program costs should include any non-production costs that can be assigned to the program but not necessarily to its outputs. 
	The U.S. Government Accountability Office’s 
	The U.S. Government Accountability Office’s 
	GAO-14-704G
	GAO-14-704G

	, Standards for Internal Control in the Federal Government, known as the Green Book, requires that federal entities have internal control activities to ensure that they provide accurate and timely recording of transactions and events. We found that EPA personnel did not capture certain amounts that should have been part of the on-top adjustment calculation involving the “Income and Expenses from Other Appropriations” footnote. If the EPA does not properly analyze the effect of its on-top adjustments, it cou

	The Green Book defines the five components of internal control in government. These components are: 
	• Monitoring. 
	• Monitoring. 
	• Monitoring. 

	• Information and communication. 
	• Information and communication. 

	• Control activities. 
	• Control activities. 

	• Risk assessment. 
	• Risk assessment. 

	• Control environment. 
	• Control environment. 


	Management should design control activities to achieve objectives and respond to risks. The standards for control activities require appropriate documentation of transactions and internal control. Management is to clearly document internal control, all transactions, and other significant events in a manner that allows the documentation to be readily available for examination. The standards for control activities require accurate and timely recording of transactions and events. 
	During our analysis, we found that the EPA materially misstated the on-top adjustment involving the FIFRA income and expenses from appropriations in its fiscal year 2020 draft financial statements by over $7.4 million. Specifically, EPA personnel did not accurately capture amounts that should have been part of the calculation for the on-top adjustment and, therefore, misstated the net cost, changes in net position, and footnote 10, “Income and Expenses from Other Appropriations” in the FIFRA Funds’ draft fi
	If the EPA does not exercise due diligence when preparing its on-top adjustments and financial statements, then it risks compromising the accuracy of the financial statements and the reliance of the public and other interested parties on them to be free of material misstatement. 
	Recommendations 
	We recommend that the chief financial officer: 
	1. Correct the calculation in the Federal Insecticide, Fungicide, and Rodenticide Act 20-03 on-top adjustment to accurately capture the amounts for footnote 10, “Income and Expenses from Other Appropriations.”  
	1. Correct the calculation in the Federal Insecticide, Fungicide, and Rodenticide Act 20-03 on-top adjustment to accurately capture the amounts for footnote 10, “Income and Expenses from Other Appropriations.”  
	1. Correct the calculation in the Federal Insecticide, Fungicide, and Rodenticide Act 20-03 on-top adjustment to accurately capture the amounts for footnote 10, “Income and Expenses from Other Appropriations.”  

	2. Document the control activities and procedures for calculating the income and expense amounts for footnote 10, “Income and Expenses from Other Appropriations.” 
	2. Document the control activities and procedures for calculating the income and expense amounts for footnote 10, “Income and Expenses from Other Appropriations.” 


	Agency Response and OIG Assessment 
	The Agency agreed with our findings and recommendations and has indicated it has completed the corrective actions. We confirmed that the Agency corrected the calculation. We will verify that the Agency updated their control activities and procedures during a subsequent audit. 
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	1–EPA Needs to Improve Its Financial Statement Preparation Process 
	 
	We found instances in which the EPA had misstated its on-top adjustments and financial statements. Office of Management and Budget Circular A-136, Financial Reporting Requirements, requires that information in financial statements be prepared in accordance with generally accepted accounting principles and that material misstatements be identified and explained. Statement of Federal Financial Accounting Standards 21, Reporting Corrections of Errors and Changes in Accounting Principles, Amendment of SFFAS 7, 
	Generally accepted accounting principles include the Federal Accounting Standards Advisory Board’s Statement of Federal Financial Accounting Standards Number 21. Section II.3.8.37 of Office of Management and Budget Circular A-136 requires that entities explain material misstatements in the prior period’s financial statements. In addition, if material misstatements are identified in the  prior period’s financial statements, the entity must explain the material misstatements in accordance with Statement of Fe
	We found that EPA personnel initially did not make appropriate adjustments to financial statements because they believed that their accounting was accurate. If the EPA does not properly record accounting adjustments and exercise due diligence when preparing its financial statements, then it risks compromising the accuracy of the Agency’s financial statements and the reliance of the public and other concerned parties on them to be free of material misstatement. 
	Management should design control activities to achieve objectives and respond to risks. The standards for control activities require appropriate documentation of transactions and internal control. According to the Green Book, management is to clearly document internal control, all transactions, and other significant events in a manner that allows the documentation to be readily available for examination. The standards for control activities require accurate and timely recording of transactions and events. T
	We found instances in which the EPA had misstated its on-top adjustments and financial statements. Specifically, we found that the EPA materially miscalculated the “Income and Expenses from Other Appropriations” footnote for FIFRA. In addition, the EPA did not ensure that the “Restatements” footnote in the FIFRA Funds’ financial statements adhered to the Statement of Federal Financial Accounting Standards. We found the following: 
	• Income and Expenses from Other Appropriations Footnote (Note 10). EPA personnel did not capture certain amounts that should have been part of the calculation for the on-top 
	• Income and Expenses from Other Appropriations Footnote (Note 10). EPA personnel did not capture certain amounts that should have been part of the calculation for the on-top 
	• Income and Expenses from Other Appropriations Footnote (Note 10). EPA personnel did not capture certain amounts that should have been part of the calculation for the on-top 


	adjustment involving the expenses from other appropriations and, thus, materially misstated the net cost and the changes in net position in the FIFRA Funds’ draft financial statements. The EPA stated that there were amounts omitted from the fiscal year 2020 calculation. The EPA has discussed this error in the calculation methodology with the preparer and is in the process of correcting the on-top adjustment for the final financial statements. 
	adjustment involving the expenses from other appropriations and, thus, materially misstated the net cost and the changes in net position in the FIFRA Funds’ draft financial statements. The EPA stated that there were amounts omitted from the fiscal year 2020 calculation. The EPA has discussed this error in the calculation methodology with the preparer and is in the process of correcting the on-top adjustment for the final financial statements. 
	adjustment involving the expenses from other appropriations and, thus, materially misstated the net cost and the changes in net position in the FIFRA Funds’ draft financial statements. The EPA stated that there were amounts omitted from the fiscal year 2020 calculation. The EPA has discussed this error in the calculation methodology with the preparer and is in the process of correcting the on-top adjustment for the final financial statements. 

	• Restatements Footnote (Note 14). The EPA did not adequately review the restatement footnote to ensure that it adhered to the Statement of Federal Financial Accounting Standards 21 requirement that material errors in prior issued financial statements be disclosed. While the “Restatements” footnote attempted to clarify the fiscal year 2019 financial reports by indicating the various financial statements and line items that are impacted by the restatement, the footnote did not make clear the effects of its c
	• Restatements Footnote (Note 14). The EPA did not adequately review the restatement footnote to ensure that it adhered to the Statement of Federal Financial Accounting Standards 21 requirement that material errors in prior issued financial statements be disclosed. While the “Restatements” footnote attempted to clarify the fiscal year 2019 financial reports by indicating the various financial statements and line items that are impacted by the restatement, the footnote did not make clear the effects of its c


	During the financial statement preparation process, EPA staff did not detect and correct the error and misstatement detailed above. After we conducted an account analysis of the activity and questioned the Agency, staff stated that they will revise the current adjustments to correct the errors and misstatements that we found. This issue highlights the need for the EPA to strengthen its processes so that amounts and accounts are accurate and properly posted in the EPA’s accounting system and so that the Agen
	If the EPA does not properly record financial adjustments and exercise due diligence in the preparation and management review of financial statements, it risks compromising the accuracy of the financial statements and the reliance of the public and other interested parties on them to be free of material misstatement. 
	Recommendation 
	We recommend that the chief financial officer: 
	3. Develop a plan to strengthen and improve the preparation and management review of the Federal Insecticide, Fungicide, and Rodenticide Act Fund financial statements and adjustments entered into the accounting system so that errors and misstatements are detected and corrected in a timely manner.  
	3. Develop a plan to strengthen and improve the preparation and management review of the Federal Insecticide, Fungicide, and Rodenticide Act Fund financial statements and adjustments entered into the accounting system so that errors and misstatements are detected and corrected in a timely manner.  
	3. Develop a plan to strengthen and improve the preparation and management review of the Federal Insecticide, Fungicide, and Rodenticide Act Fund financial statements and adjustments entered into the accounting system so that errors and misstatements are detected and corrected in a timely manner.  


	Agency Response and OIG Assessment 
	The Agency concurred with our recommendation and provided acceptable planned corrective actions. The Agency’s estimated completion date for corrective actions is December 31, 2021. The Agency’s response to the draft report can be found in Appendix B.  
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	Subject 
	Subject 
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	Status1 

	Action Official 
	Action Official 
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	Planned Completion Date 

	 
	 


	1 
	1 
	1 

	8 
	8 

	Correct the calculation in the Federal Insecticide, Fungicide, and Rodenticide Act 20-03 on-top adjustment to accurately capture the amounts for footnote 10, “Income and Expenses from Other Appropriations.” 
	Correct the calculation in the Federal Insecticide, Fungicide, and Rodenticide Act 20-03 on-top adjustment to accurately capture the amounts for footnote 10, “Income and Expenses from Other Appropriations.” 
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	Chief Financial Officer 
	Chief Financial Officer 

	12/2/21 
	12/2/21 
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	2 

	8 
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	Document the control activities and procedures for calculating the income and expense amounts for footnote 10, “Income and Expenses from Other Appropriations.” 
	Document the control activities and procedures for calculating the income and expense amounts for footnote 10, “Income and Expenses from Other Appropriations.” 
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	Chief Financial Officer 
	Chief Financial Officer 

	12/2/21 
	12/2/21 

	 
	 


	3 
	3 
	3 

	11 
	11 

	Develop a plan to strengthen and improve the preparation and management review of the Federal Insecticide, Fungicide, and Rodenticide Act Fund financial statements and adjustments entered into the accounting system so that errors and misstatements are detected and corrected in a timely manner. 
	Develop a plan to strengthen and improve the preparation and management review of the Federal Insecticide, Fungicide, and Rodenticide Act Fund financial statements and adjustments entered into the accounting system so that errors and misstatements are detected and corrected in a timely manner. 
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	Chief Financial Officer 
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	1 C = Corrective action completed.  R = Recommendation resolved with corrective action pending.  U = Recommendation unresolved with resolution efforts in progress. 
	 * OIG will verify completion of this recommendation during a subsequent audit.  
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	Artifact
	Thank you for the opportunity to respond to the issues 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. 
	AGENCY RESPONSE TO DRAFT REPORT RECOMMENDATIONS 
	 
	No. 
	No. 
	No. 
	No. 
	No. 

	Recommendation 
	Recommendation 

	High-Level Corrective Action(s) 
	High-Level Corrective Action(s) 

	Estimated Completion Date 
	Estimated Completion Date 



	1 
	1 
	1 
	1 

	Correct the calculation in the Federal Insecticide, Fungicide, and Rodenticide Act 20-03 on-top adjustment to accurately capture the amounts for footnote 10, “Income and Expenses from Other Appropriations.” 
	Correct the calculation in the Federal Insecticide, Fungicide, and Rodenticide Act 20-03 on-top adjustment to accurately capture the amounts for footnote 10, “Income and Expenses from Other Appropriations.” 

	Concur. The calculation will be corrected and the correct amounts will be included in the final financial statements. 
	Concur. The calculation will be corrected and the correct amounts will be included in the final financial statements. 

	December 2, 
	December 2, 
	2021 


	2 
	2 
	2 

	Document the control activities and procedures for calculating the income and expense amounts for footnote 10, “Income and Expenses from Other Appropriations.” 
	Document the control activities and procedures for calculating the income and expense amounts for footnote 10, “Income and Expenses from Other Appropriations.” 

	Concur. The documented processes and procedures for completing the calculation will be updated to include instructions for capturing all applicable expenses in the calculation along with additional staff and management review. 
	Concur. The documented processes and procedures for completing the calculation will be updated to include instructions for capturing all applicable expenses in the calculation along with additional staff and management review. 

	December 2, 
	December 2, 
	2021 
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	Develop a plan to strengthen and improve the preparation and management review of the Federal 
	Develop a plan to strengthen and improve the preparation and management review of the Federal 
	Insecticide, Fungicide, and Rodenticide Act Fund financial statements and adjustments entered the accounting system so that errors and misstatements are detected and corrected in a timely manner. 

	Concur. The EPA continues to strengthen and improve its financial statement preparation process and has 
	Concur. The EPA continues to strengthen and improve its financial statement preparation process and has 
	made significant progress to date. The following corrective actions have been completed or are in progress: 
	• Implemented new procedures requiring a second-level management review of journal vouchers over $10 million and all on-top adjustments. (Completed November 2020) 
	• Implemented new procedures requiring a second-level management review of journal vouchers over $10 million and all on-top adjustments. (Completed November 2020) 
	• Implemented new procedures requiring a second-level management review of journal vouchers over $10 million and all on-top adjustments. (Completed November 2020) 

	• Implemented CaseWare financial statement preparation software, which increases efficiency and provides additional format controls and footnote cross checks that were unavailable previously. (Completed March 2020) 
	• Implemented CaseWare financial statement preparation software, which increases efficiency and provides additional format controls and footnote cross checks that were unavailable previously. (Completed March 2020) 

	• Performed an A-123 review of the financial statement preparation process. (Completed June 2021) 
	• Performed an A-123 review of the financial statement preparation process. (Completed June 2021) 

	• Perform monthly internal reviews of journal vouchers to ensure they are clearly and sufficiently supported, in addition to quarterly contractor reviews. (On-going) 
	• Perform monthly internal reviews of journal vouchers to ensure they are clearly and sufficiently supported, in addition to quarterly contractor reviews. (On-going) 

	• Enhanced the standard operating procedures and reviewer checklists for financial statement preparation. (On- going) 
	• Enhanced the standard operating procedures and reviewer checklists for financial statement preparation. (On- going) 

	• Developed a plan for the financial statement preparation process including new comprehensive review by an Office of Controller-wide team of accountants. (On-going) 
	• Developed a plan for the financial statement preparation process including new comprehensive review by an Office of Controller-wide team of accountants. (On-going) 


	Established an accounting training program for all OC staff to understand better policy and procedures involved in the financial statement process. (On- going) 

	December 31, 
	December 31, 
	2021 
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