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MEMORANDUM FOR THE ADMINISTRATOR, WESTERN AREA POWER 

ADMINISTRATION 
    
 
 
FROM: Sarah B. Nelson 

Assistant Inspector General 
for Technology, Financial, and Analytics 

 Office of Inspector General 
 
SUBJECT: INFORMATION: Audit Report on “Western Federal Power System’s 

Fiscal Year 2018 Financial Statement Audit”  
 
The attached report presents the results of the independent certified public accountant’s audit of 
the Western Federal Power System’s combined balance sheets, as of September 30, 2018, and 
2017, and the related combined statements of revenues and expenses, changes in capitalization, 
and cash flows for the years then ended. 
 
To fulfill the Office of Inspector General’s audit responsibilities, we contracted with the 
independent public accounting firm of KPMG LLP to conduct the audit, subject to our review.  
KPMG LLP is responsible for expressing an opinion on the Western Federal Power System’s 
financial statements and reporting on applicable internal controls and compliance with laws and 
regulations.  The Office of Inspector General monitored audit progress and reviewed the audit 
report and related documentation.  This review disclosed no instances where KPMG LLP did not 
comply, in all material respects, with generally accepted Government auditing standards.  The 
Office of Inspector General did not express an independent opinion on the Western Federal 
Power System’s financial statements. 
 
KPMG LLP concluded that the combined financial statements present fairly, in all 
material respects, the respective financial position of the Western Federal Power System 
as of September 30, 2018, and 2017, and the results of its operations and its cash flow for 
the years then ended, in conformity with United States generally accepted accounting 
principles. 
 
As part of this review, the auditors also considered the Western Federal Power System’s internal 
control 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 
determination of financial statement amounts.  The audit revealed four deficiencies in internal  
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controls over financial reporting that were considered to be either a material weakness or 
significant deficiency.  The following deficiency in the Western Federal Power System’s internal 
controls are considered a material weakness: 
 

Generating Agency Journal Entries: The Western Area Power Administration 
utilizes the power portion of the generating agencies’ project financial statements 
and power balances for inclusion in the Western Federal Power System’s 
combined financial statements.  The Administration records a series of top-side 
journal entries, such as entries to record current and cumulative interest on 
investment, when combining the generating agencies’ power function into the 
Western Federal Power System.  During 2018, while preparing the top-side 
entries for combination purposes, the Administration’s management identified 
three errors.  While these errors were identified by the Administration and were 
either reversed or corrected, the cause of the deficiency was not remediated as of 
September 30, 2018.    

 
The following significant deficiencies in the Western Federal Power System’s internal controls 
are not considered material weaknesses: 
 

Timely Revocation of System Access: During testing of general information 
technology controls, we determined that 2 of 25 terminated users selected for 
testing did not have their access removed in a timely manner.  Similar access 
matters were identified in other financial systems during the fiscal year 2017 
audit.    
 
Reclamation’s Trial Balance: During testing over the Bureau of Reclamation’s 
power trial balance (data load), multiple instances were identified where the 
Bureau of Reclamation did not allocate project balances to the power function 
consistently or in accordance with the Bureau of Reclamation’s established 
allocation methodology.  Given the nature of Western Area Power 
Administration’s review and the extensive number of inconsistencies in the 
Bureau of Reclamation’s data load, misstatements may continue to exist in the 
Bureau of Reclamation’s data load after the Administration’s review, impacting 
the balances reported in the combined financial statements and the accuracy of 
cost recovery planning.   
 
Classifications of Property, Plant, and Equipment: During test work over 
property, plant, and equipment at the Administration, we noted that seven power 
rights assets within the Administration’s Transmission Infrastructure Program 
were inappropriately classified as land and land rights.  Further, we noted that 15 
construction projects at the Army Corps of Engineers were complete, or had 
portions that were substantially complete, and in use as of September 30, 2018, 
but were not transferred from construction-in-progress into the associated 
property, plant, and equipment account.     
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The results of the auditors’ review of the Western Federal Power System’s compliance with 
provisions of laws and regulations disclosed no instances of noncompliance or other matters that 
are required to be reported herein under Government Auditing Standards, issued by the 
Comptroller General of the United States.   
 
Attachment 
 

cc: Acting Chief Financial Officer, CF-1 
Senior Vice President and Chief Financial Officer, Western Area Power Administration 
Vice President of Financial Management, Western Area Power Administration 
Deputy Director, Office of Finance and Accounting, CF-10 
Assistant Director, Office of Financial Policy and Internal Controls, CF-12 
Division Director, Office of Financial Policy and Internal Controls, CF-12 
Audit Resolution Specialist, Office of Financial Policy and Internal Controls, CF-12 
Audit Liaison, Internal Audit and Compliance Office, Western Area Power Administration 
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INDEPENDENT AUDITORS’ REPORT



Attachment 

5 
 



Attachment 

6 
 



Attachment 

7 
 



Attachment 

8 
 



Attachment 

9 
 



Attachment 

10 
 



Attachment 

11 
 



Attachment 

12 
 



Attachment 

13 
 



Attachment 

14 
 



Attachment 

15 
 



Attachment 

16 
 



Attachment 

17 
 



Attachment 

18 
 



Attachment 

19 
 



Attachment 

20 
 



Attachment 

21 
 



Attachment 

22 
 



Attachment 

23 
 



Attachment 

24 
 



Attachment 

25 
 



Attachment 

26 
 



Attachment 

27 
 



Attachment 

28 
 



Attachment 

29 
 



Attachment 

30 
 



Attachment 

31 
 



Attachment 

32 
 



Attachment 

33 
 



Attachment 

34 
 



Attachment 

35 
 



Attachment 

36 
 



Attachment 

37 
 



Attachment 

38 
 



Attachment 

39 
 



Attachment 

40 
 



Attachment 

41 
 



Attachment 

42 
 



Attachment 

43 
 



Attachment 

44 
 



Attachment 

45 
 



Attachment 

46 
 



Attachment 

47 
 



Attachment 

48 
 



 

 
 

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) 586-1818.  For media-related inquiries, please 
call (202) 586-7406. 
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