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EPA’s Fiscal Years 2020 and 2019 Hazardous 
Waste Electronic Manifest System Fund 
Financial Statements 
  EPA Receives a Qualified Opinion 

We rendered a qualified opinion on the EPA’s 
fiscal years 2020 and 2019 Hazardous Waste 
Electronic Manifest System Fund, known as the 
e-Manifest Fund, financial statements, meaning 
that, except for material differences in accounts 
receivable and earned revenue, the fiscal year 
2020 financial statements were fairly presented.  

  Material Weaknesses and Significant Deficiency Noted  

We noted the following material weaknesses: 

• The EPA continued to make errors in its financial statement preparation 
process.  

• The EPA did not have adequate internal control over accounts receivable 
and earned revenue. 

We noted the following significant deficiency: the EPA misstated its 
appropriated balances. 

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

We did not identify any instances of noncompliance that would result in a 
material misstatement to the audited financial statements. 

  Other Governmental Reporting Requirements 

During our user fee analysis, we identified various errors and discrepancies in 
EPA-provided billing data that limited our ability to perform certain audit 
requirements of the Hazardous Waste Electronic Manifest Establishment Act. 

  Recommendations and Planned Agency Corrective Actions 

We recommend that the chief financial officer, in coordination with the assistant 
administrator for Land and Emergency Management, enhance internal control 
over accounting for expenses recorded under fund codes so that appropriation 
balances are accurate. The EPA provided acceptable planned corrective 
actions in response to this recommendation. This recommendation is resolved 
with corrective actions pending. We also recommend that the chief financial 
officer correct the expenses recorded in excess of appropriated balances. The 
EPA completed corrective actions in response to this recommendation. These 
recommendations address a significant deficiency finding related to misstated 
appropriation balances. 

Why We Did This Audit 

We performed this audit pursuant 
to the Hazardous Waste 
Electronic Manifest 
Establishment Act. The Act 
requires the U.S. Environmental 
Protection Agency to prepare 
and the Office of Inspector 
General to audit the 
accompanying financial 
statements of the EPA’s 
Hazardous Waste Electronic 
Manifest System Fund. Our 
primary objectives were to 
determine whether:  

• The financial statements 
were fairly stated in all 
material respects. 

• The EPA’s internal controls 
over financial reporting were 
in place. 

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

The Act also requires the OIG to 
analyze the fees collected and 
disbursed, fee structure, level of 
use of the system, and success 
of the system in operating on a 
self-sustaining basis. 

 

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, 
except for accounts 
receivable and earned 
revenue, to be fairly 
presented. 
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December 29, 2021 

MEMORANDUM 

SUBJECT: EPA’s Fiscal Years 2020 and 2019 Hazardous Waste Electronic Manifest System Fund 
Financial Statements 
Report No. 22-F-0015 

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 the Inspector General of the 
U.S. Environmental Protection Agency. The project number for this audit was OA-FY21-0079. This 
report contains findings that describe the problems the OIG has identified and the corrective actions the 
OIG recommends. Final determinations on matters in this report will be made by EPA managers in 
accordance with established audit resolution procedures.  

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

In accordance with EPA Manual 2750, your office completed corrective actions for Recommendation 2. 
Your office also provided acceptable planned corrective actions and estimated milestone dates in response 
to Recommendation 1. This recommendation is resolved with corrective actions pending. 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 the 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. 
 
cc:  Barry Breen, Acting Assistant Administrator, Office of Land and Emergency Management

https://www.epa.gov/office-inspector-general/notification-epas-fiscal-year-2020-hazardous-waste-electronic-manifest
https://www.epa.gov/office-inspector-general/notification-epas-fiscal-year-2020-hazardous-waste-electronic-manifest
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Inspector General’s Report on EPA’s Fiscal 
Years 2020 and 2019 Hazardous Waste Electronic 

Manifest System Fund Financial Statements 
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 
Hazardous Waste Electronic Manifest System Fund, known as the e-Manifest Fund. These statements 
comprise the balance sheets as of September 30, 2020, and September 30, 2019; the 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. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our qualified audit opinion.  
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Basis for Qualified Opinion 

As discussed in Attachment 1, the EPA made material errors of approximately $1.7 million (net) in its 
fiscal year 2020 Accounts Receivable and Earned Revenue financial statement line items. The EPA 
adjusted its FY 2020 Accounts Receivable and Earned Revenue financial statement line items to correct 
posting errors by approximately $3.1 million. The EPA did not adjust for the remaining difference of 
$1.4 million. Accordingly, accounts receivable and earned revenue are overstated by approximately 
$1.4 million as of and for the year ended September 30, 2020. 

Qualified Opinion 

In our opinion, except for the effects on the FY 2020 financial statements of the matter described in the 
Basis for Qualified Opinion paragraph, 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 EPA’s e-Manifest 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. 

Report on Internal Control over Financial Reporting 

Opinion on Internal Control. In planning and performing our audit of the financial statements of the 
e-Manifest 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 
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 internal control over 
financial reporting.  

Material Weaknesses and Significant Deficiencies. Our consideration of the 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 
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 two matters that we consider to be material weaknesses and one matter that we consider to 
be a significant deficiency. These issues are summarized below and detailed in Attachments 1 and 2. 
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Material Weaknesses 

EPA Continued to Make Errors in Its Financial Statement Preparation Process  

We continued to find multiple errors and misstatements in the fund’s financial statements. The Office of 
Management and Budget requires that information in the financial statements be presented in 
accordance with generally accepted accounting principles. During their financial statement preparation 
process, EPA personnel did not detect and correct various errors and misstatements as described in 
Attachment 1. Not properly recording financial transactions and exercising due diligence in preparing 
financial statements compromise the accuracy of the financial statements and the reliance on them to 
be free of material misstatement. 

EPA Did Not Have Adequate Internal Controls Over Accounts Receivable and Earned 
Revenue  

We found that the EPA made material errors of $1,736,348 in its Accounts Receivable and Earned 
Revenue financial statement line items.  

Specifically, the EPA misstated Accounts Receivable and Earned Revenue by: 

• Recording September 2019 billings in FY 2020 that should have been recorded in FY 2019 and 
not recording September 2020 billings in FY 2020.  

• Including prior months’ outstanding amounts in the current months’ billings.  

• Preparing an inaccurate billing summary. 

• Not analyzing the facility account status and adjustments.  

These misstatements occurred due to inadequate internal control, such as a lack of integrated billing 
and financial systems, reliance on manual workarounds, and ineffective management review and 
analysis. Federal standards require a system of internal control to ensure accurate recording of 
transactions and events. The e-Manifest billing system was not integrated with the EPA’s financial 
system used for financial reporting. Based on our analysis of the EPA’s e-Manifest billings and the 
number of errors we found, we do not believe that the billing data can be relied upon to provide 
accurate information to support the financial statements. 

Significant Deficiency 

EPA Misstated Its Appropriated Balances 

We found that the EPA recorded expenses totaling $390,842 that misstated its appropriations balance. 
The EPA attempted to correct these expenses by recording an adjustment that created an abnormal 
balance—a negative balance that we would not expect to be negative—in the Appropriations Used 
financial statement line item. Federal standards for internal control require accurate recording of 
transactions and events. The EPA recorded the transactions as expenses from appropriated amounts, 
but they were covered by e-Manifest fees, which are not appropriated. If this error had not been 
corrected, the misstatement would have made it appear that the EPA violated the Antideficiency Act by 
authorizing expenditures that exceeded the available appropriations. 
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Attachment 3 contains the status of issues reported in prior years’ reports on the fund’s financial 
statements. The issues included in Attachment 3 should be considered among the material weaknesses 
for FY 2020. We reported less significant internal control matters to the Agency during the course of the 
audit. We will not issue a separate management letter. 

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 OIG 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 e-Manifest Fund is a component. Accordingly, 
there are no findings to report at the e-Manifest Fund level.  

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 

Specific Audit Requirements of the Hazardous Waste Electronic Manifest 
Establishment Act 

The Hazardous Waste Electronic Manifest Establishment Act, known as the e-Manifest Act, at 42 U.S.C. 
§ 6939g, requires the OIG to perform an analysis, which is included below, of (1) the fees collected and 
disbursed, (2) the reasonableness of the fee structure in place as of the date of the audit to meet 
current and projected costs of the system, (3) the level of use of the system by users, and (4) the success 
to date of the system in operating on a self-sustaining basis and improving the efficiency of tracking 
waste shipments and transmitting waste shipment data.  
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Fees Collected and Disbursed  

The EPA began collecting e-Manifest user fees in August 2018. As required by the e-Manifest Act, the 
EPA deposited fee collections into the e-Manifest Fund. The EPA received $24.5 million in fee collections 
in FY 2020. The EPA is required, under the Further Consolidated Appropriations Act, 2020, to reduce the 
appropriation provided by Congress for necessary expenses to carry out the e-Manifest system by the 
amount of offsetting collections. The Agency reimbursed the U.S. Department of the Treasury $8 million 
from e-Manifest fees collected in FY 2020 to cover the amount Congress previously appropriated for 
expenses incurred.   

Reasonableness of the Fee Structure to Meet Current and Projected Costs  

The EPA established fees for each manifest type (fully electronic, hybrid, data plus image upload, 
scanned image upload, and mailed paper) based on a fee model that focuses on the marginal labor cost 
of processing each manifest type. Additionally, the EPA made a management decision to adjust the raw 
output of this formula to distribute the costs across manifest types. Pursuant to 40 C.F.R. § 264.1313(a), 
the EPA is required to revise the e-Manifest user fees at two-year intervals by using the applicable 
fee-calculation formula, the most recent program cost, and manifest usage numbers. The EPA is also 
required to publish the revised fee schedules through the e-Manifest program website by July 1 of each 
odd-numbered calendar year. Table 1 compares the fees per manifest that were effective during 
FYs 2019 and 2020.  

Table 1: Comparison of FYs 2019 and 2020 fees by manifest type 

Manifest type FY 2019 fee per manifest 
FY 2020 fee 
per manifest Fee increase percentage 

Fully electronic and hybrid $5.00 $8.00 60.00% 
Data plus image upload 6.50 14.00 115.38% 
Scanned image upload 10.00 20.00 100.00% 
Mailed paper 15.00 25.00 66.67% 

Source: FY 2020 and FY 2019 fee rates published on the EPA’s website. (EPA OIG table) 

The fee per manifest increased significantly in FY 2020, and the new rates were effective until FY 2021. 
The EPA stated that the increase was due to various factors impacting the fee model, such as changes in 
projected manifest usage and current and projected costs. According to the EPA, it expected a reduction 
in manifest usage volume during FYs 2020 and 2021 based on changes in state regulation of state wastes 
manifest requirements. The EPA also anticipated a greater shift from mailed paper manifests toward the 
other three submission types. As of June 30, 2021, the EPA no longer accepted mailed paper manifests. 

Level of Use of the System  

When the e-Manifest system was launched on June 30, 2018, the EPA estimated that it would receive 
approximately three million manifests annually. According to the EPA, actual data on manifest usage 
were unavailable because, prior to the launch of the e-Manifest system, there was no national collection 
of manifests. The Agency relied on manifest usage estimates from industry and other data sources. For 
FY 2020, the EPA revised its estimate to approximately two million manifests annually.  

During our analysis of EPA-provided billing data, we identified various errors and discrepancies 
impacting the total number of manifests billed in FY 2020. As a result, we do not believe that the data 
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can be relied upon to analyze the level of use of the e-Manifest system. Further details on this finding 
are in Attachment 1. 

Success to Date of the System in Operating on a Self-Sustaining Basis and Improving 
the Efficiency of Tracking Waste Shipments and Transmitting Waste Shipment Data  

The e-Manifest Act requires the EPA to recover the full cost of providing system-related services. Based 
on FY 2020 financial data, the EPA incurred $25.8 million in program costs. We identified various errors 
and discrepancies impacting the revenue earned in FY 2020. Attachment 1 contains details on this 
finding. We could not rely on the billing data to determine the success of the e-Manifest system in 
operating on a self-sustaining basis and improving the efficiency of tracking waste shipments and 
transmitting waste shipment data. 

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 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 our prior year e-Manifest Fund financial statement audit—Report No. 21-F-0045, EPA’s Fiscal 
Years 2019 and 2018 Hazardous Waste Electronic Manifest System Fund Financial Statements, issued 
January 5, 2021—we reported three material weaknesses: 

• The EPA made errors in its financial statement preparation process. 

• The EPA improperly recorded accounts receivable and earned revenue. 

• An EPA posting error created the appearance of an Antideficiency Act violation. 

 

 

 

 

https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2019-and-2018-hazardous-waste-electronic-manifest
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The Agency agreed with those findings and recommendations. The estimated completion date for the 
corrective actions related to the errors made in the financial statement preparation process, as well as 
the improper recording of receivables and earned revenues, was originally September 30, 2021; 
subsequently, the Agency revised the estimated completion date to March 31, 2022. The EPA has 
completed all corrective actions related to the posting error that created the appearance of an 
Antideficiency Act violation.  
 
 
 
Paul C. Curtis 
Certified Public Accountant 
Director, Financial Directorate 
Office of Audit 
Office of Inspector General 
U.S. Environmental Protection Agency 
December 2, 2021 
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Attachment 1 
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1—EPA Continued to Make Errors in Its Financial 
Statement Preparation Process 

We continued to find multiple errors and misstatements in the fund’s financial statements. The Office of 
Management and Budget requires that information in the financial statements be presented in 
accordance with generally accepted accounting principles. During their financial statement preparation 
process, EPA personnel did not detect and correct various errors and misstatements. Not properly 
recording financial transactions and exercising due diligence in preparing financial statements 
compromise the accuracy of the financial statements and the reliance on them to be free of material 
misstatement.  

Office of Management and Budget Circular A-136, Financial Reporting Requirements, section II.3.1, 
requires that information in the financial statements be presented in accordance with generally 
accepted accounting principles for federal entities issued by the Federal Accounting Standards Advisory 
Board’s Statement of Federal Financial Accounting Standards. The U.S. Government Accountability 
Office’s Standards for Internal Control in the Federal Government defines the five components of 
internal control in government. With respect to the “control activities” component, this document 
states that “management should design control activities to achieve objectives and respond to risks.” 
The standard for control activities requires appropriate documentation of transactions and internal 
controls. 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 standard 
for control activities also requires management to design controls for the accurate and timely recording 
of transactions and events.  

We found that the EPA misreported accounts receivable, earned revenue, and appropriations in its 
financial statements. We reported similar issues in a prior year audit: OIG Report No. 21-F-0045, EPA’s 
Fiscal Years 2019 and 2018 Hazardous Waste Electronic Manifest System Fund Financial Statements, 
dated January 5, 2021. We also found various errors in the financial statements. The EPA:  

• Did not have adequate internal control over accounts receivable and earned revenue. We 
found that the EPA made material errors, totaling at least $1,736,348, in recording Accounts 
Receivable and Earned Revenue due to inadequate internal control, such as a lack of integrated 
billing and financial systems, reliance on manual workarounds, and ineffective management 
review and analysis.  

• Misstated its appropriations balance. We found that the EPA posted transactions and one 
adjustment that misstated the appropriations balance, creating the appearance of an 
Antideficiency Act violation.  

• Made errors in footnote disclosures. We found that the EPA did not use the correct prior year 
reported balances in its “Reconciliation of Net Cost of Operations to Budget” footnote. In 
addition, the FY 2019 indirect cost rate in its “Income and Expenses from Other Appropriations” 
footnote should have been 15.6 percent instead of 17.0 percent. The EPA also erroneously 
reported withholdings and employer contributions payable that are not retained by the Agency 
in its “Payroll and Benefits Payable” footnote. 

During their financial statement preparation process, EPA personnel did not detect and correct the 
errors and misstatements stated above. After we conducted account analyses of the activity and 

https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2019-and-2018-hazardous-waste-electronic-manifest
https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2019-and-2018-hazardous-waste-electronic-manifest
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questioned the Agency, staff stated that the EPA would prepare additional adjustments and revise the 
current adjustments to correct the material errors and misstatements we found. Had it not been for our 
inquiries, material errors would have impacted the financial statements. These issues highlight the need 
for the EPA to strengthen its processes so that amounts and accounts are accurate and properly posted 
and comply with federal accounting standards.  

Failure to properly record accounting transactions and exercise due diligence in the preparation and 
management review of the financial statements compromises the accuracy of the financial statements 
and the reliance on them to be free of material misstatement.  

We reported similar findings regarding the EPA making errors in its financial statements process in OIG 
Report No. 21-F-0045, EPA’s Fiscal Years 2019 and 2018 Hazardous Waste Electronic Manifest System 
Fund Financial Statements, dated January 5, 2021. In that report, we recommended that the chief 
financial officer:  

• Strengthen and improve the preparation and management review of the financial statements so 
that errors and misstatements are detected and corrected.  

• Analyze adjustments and corrections to the financial statements so that such adjustments are 
appropriate, accurate, and properly supported by documentation.  

The EPA concurred with those recommendations and provided acceptable planned corrective actions. 
The EPA’s estimated completion date for corrective actions was originally September 30, 2021; 
subsequently, the Agency revised the estimated completion date to March 31, 2022. Because the EPA is 
working on completing its corrective actions, we are not issuing additional recommendations regarding 
the findings outlined above. 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2019-and-2018-hazardous-waste-electronic-manifest
https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2019-and-2018-hazardous-waste-electronic-manifest
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2—EPA Did Not Have Adequate Internal Control Over 
Accounts Receivable and Earned Revenue 

We found that the EPA made material errors of $1,736,348 in its Accounts Receivable and Earned 
Revenue financial statement line items. Specifically, the EPA misstated Accounts Receivable and Earned 
Revenue by: 

• Recording September 2019 billings in FY 2020 that should have been recorded in FY 2019 and 
not recording September 2020 billings in FY 2020.  

• Including prior months’ outstanding amounts in the current months’ billings.  

• Preparing an inaccurate billing summary. 

• Not analyzing the facility account status and adjustments.  

These misstatements occurred due to inadequate internal control, such as a lack of integrated billing 
and financial systems, reliance on manual workarounds, and ineffective management review and 
analysis. Federal standards require a system of internal control to ensure accurate recording of 
transactions and events. The e-Manifest billing system was not integrated with the EPA’s financial 
system used for financial reporting. Based on our analysis of the EPA’s e-Manifest billings and the 
number of errors we found, we do not believe that the billing data can be relied upon to provide 
accurate information to support the financial statements. 

The Government Accountability Office’s Standards for Internal Control in the Federal Government 
defines the five components of internal control in government. Per the standard for control activities, 
“management designs control activities so that all transactions are completely and accurately recorded.” 
It also states:  

Management performs ongoing monitoring of the design and operating effectiveness 
of the internal control system as part of the normal course of operations. Ongoing 
monitoring includes regular management and supervisory activities, comparisons, 
reconciliations, and other routine actions. 

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

A receivable should be recognized when a federal entity establishes a claim to cash 
or other assets against other entities, either based on legal provisions, such as a 
payment due date, (e.g., taxes not received by the date they are due), or goods or 
services provided. If the exact amount is unknown, a reasonable estimate should be 
made. 

Statement of Federal Financial Accounting Standards 7, Accounting for Revenue and Other Financing 
Sources and Concepts for Reconciling Budgetary and Financial Accounting, states: 

Exchange revenues arise when a Government entity provides goods and services to 
the public or to another Government entity for a price. Another term for “exchange 
revenue” is “earned revenue.”  
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The e-Manifest system is not integrated with Compass Financials, the EPA’s financial system. In order to 
facilitate recording e-Manifest billings in its Compass Financials, the EPA has implemented a manual 
journal-entry process. The Office of Land and Emergency Management compiles monthly aggregate 
billings on a manually prepared spreadsheet to summarize monthly billings. The OLEM then provides the 
billing summary to the Office of the Chief Financial Officer to post to Compass Financials. The OLEM bills 
those facilities with an active account status based on total manifests processed through the e-Manifest 
system during the month prior to the billings. Such bills include current fees owed; outstanding fees; and 
late fees, if any. The OLEM does not submit invoices to facilities with an inactive account status. The 
facility account status is determined by the states.  

During our audit work, we found that the EPA made the following material errors: 

• The EPA improperly recorded $1,338,204 of September 2019 billings in October 2019 that it 
should have recorded in FY 2019. Further, it did not record $1,911,761 of September 2020 
billings until October 2020. The two errors resulted in misstatements in Accounts Receivable and 
Earned Revenue of approximately $573,557. The EPA did not analyze the billings and did not 
detect the misstatement during its review process.  

• The EPA compounded its monthly billings. The EPA recorded entire invoice amounts, which 
included prior months’ outstanding fees, instead of recording only current fees owed. It did not 
analyze and reconcile the billings to determine the appropriate amount to record in its Accounts 
Receivable and Earned Revenue. Recording the entire invoice amount on the bills each month 
overstated FY 2020 Accounts Receivable and Earned Revenue.  

• The EPA misstated its February 2020 Accounts Receivable by approximately $1,162,791. The 
OLEM mistakenly submitted its monthly billing summary spreadsheet with an inaccurate 
amount of $2,191,801 for February 2020 billings to the Office of the Chief Financial Officer for 
recording the accounts receivable. The OLEM stated the amount should have been $3,354,592. 

• The EPA did not bill all applicable facilities, and its billing summary spreadsheet was not reliable. 
The OLEM provided us with inconsistent e-Manifest data about account statuses for some 
facilities and billing adjustments. Our analysis revealed that the billings for some facilities were 
different from the amounts due per the OLEM. The OLEM initially informed us that the 
discrepancies we identified were due to an omission of the billings for inactive facilities that it 
should have billed and recorded in the accounts receivable. Upon several inquiries, the OLEM 
modified its response stating that it had billed the majority of the inactive facilities and collected 
fees except for one facility. The omission of the billings for the active facilities could misstate the 
Accounts Receivable and Earned Revenue if not detected. Prior to our inquiries, the EPA did not 
detect that it had not billed all applicable facilities. In addition, the OLEM stated that some 
differences identified in our analysis were due to the adjustments given to the facilities that it 
did not initially identify in the information it provided to us. The OLEM provided explanations 
regarding some of the differences but we continued to find additional discrepancies. 

Based on our analysis of the EPA’s e-Manifest billings and the errors described above, we conclude that 
the billing spreadsheet cannot be relied upon to provide accurate information to support the financial 
statements. Also, without adequate controls over (1) recording billings in the appropriate fiscal years, 
(2) recording the correct billing amount each month, (3) providing an accurate billing summary to the 
Office of the Chief Financial Officer, and (4) analyzing facility account statuses and adjustments, the EPA 
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distorted its accounts receivable and earned revenue. Inadequate internal control over financial 
reporting could decrease reliability in the financial statements.  

We reported findings about recording the Accounts Receivable in the inappropriate fiscal year and 
inaccurate billings in OIG Report No. 21-F-0045. We recommended that the chief financial officer record 
Accounts Receivable and Earned Revenue in the appropriate fiscal year. We also recommended that the 
chief financial officer, in coordination with the assistant administrator for Land and Emergency 
Management, analyze e-Manifest billings so that Accounts Receivable and Earned Revenue are recorded 
accurately. The EPA concurred with our recommendations and provided acceptable planned corrective 
actions. The EPA’s estimated completion date for corrective actions was originally September 30, 2021; 
subsequently, the Agency revised the estimated completion date to March 31, 2022. Part of the 
Agency’s corrective action plan included the integration of the e-Manifest billing system and Compass 
Financials. The EPA indicated that the integration of these systems will not be complete until March 
2022.  

We are not reporting new recommendations for this finding since our earlier recommendations to 
correct errors in Accounts Receivable and Earned Revenue misstatements remain outstanding. 

 

https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2019-and-2018-hazardous-waste-electronic-manifest
https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2019-and-2018-hazardous-waste-electronic-manifest
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Attachment 2 

Significant Deficiency 
 

Table of Contents 
 
 
 

1 EPA Misstated Its Appropriated Balances  ............................................................................. 15 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  



 

22-F-0015  15 

1—EPA Misstated Its Appropriated Balances 

We found that the EPA recorded expenses totaling $390,842 that misstated its appropriations balance. 
The EPA attempted to correct these expenses by recording an adjustment that created an abnormal 
balance—a negative balance that we would not expect to be negative—in the Appropriations Used 
financial statement line item. Federal standards for internal control require accurate recording of 
transactions and events. The EPA recorded the transactions as expenses from appropriated amounts, 
but they were covered by e-Manifest fees, which are not appropriated. If this error had not been 
corrected, the misstatement would have made it appear that the EPA violated the Antideficiency Act by 
authorizing expenditures that exceeded the available appropriations.  

The Government Accountability Office’s Standards for Internal Control in the Federal Government 
defines the five components of internal control in government. The standard for control activities 
requires accurate and timely recording of transactions and events.  

The Antideficiency Act, at 31 U.S.C. § 1341(a)(1)(A), states: 

[A]n officer or employee of the United States Government … may not … make or 
authorize an expenditure or obligation exceeding an amount available in an 
appropriation or fund for the expenditure or obligation.  

We found that the EPA misstated e-Manifest appropriations by processing transactions totaling 
$390,842 over the appropriated balance. The EPA recorded an adjustment in its financial statements to 
remove the impact of these transactions. However, this adjustment created a negative balance in the 
Appropriations Used financial statement line item. The Appropriations Used line item represents the 
balance of expended appropriations for the year presented. When the Appropriations Used balance is 
negative, it indicates that the EPA made erroneous charges or violated the Antideficiency Act by 
exceeding the Agency’s available appropriations.  

According to the Agency, the purpose of the adjustment was to remove spending in excess of 
appropriated balances of $390,842 in the general ledger. EPA staff stated that expenses did not exceed 
the available funding for e-Manifest, but that the adjustment was needed to correct the general ledger 
account balances. These expenses, according to EPA staff, were covered through e-Manifest fees that 
the Agency collects from the public. The e-Manifest fees are not appropriated, and the EPA records 
them under general ledger accounts that do not impact the appropriated amounts. Also, the EPA uses 
fund code “M” to track spending from appropriated amounts and fund code “M3F” to track spending 
from e-Manifest fees. Upon further analysis, we found that the EPA recorded expenses in its financial 
system under fund code “M” that, according to the EPA, were covered by e-Manifest fees.  

The EPA also stated that its staff identified an abnormal balance in the Appropriations Used financial 
statement line item and believed it to be a result of trying to adjust multiple years of activity in FY 2020. 
The Agency made the decision to submit the financial statements to the OIG with the abnormal balance 
in the Appropriations Used line item. Based on our analysis, the transactions included in the adjustment 
that caused the abnormal balance were expenses recorded in FY 2020.  
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By not properly recording e-Manifest expenses and tracking balances at the fund level, the EPA 
misstated its appropriations balance. The negative balance in the Appropriations Used financial 
statement line item, if it had not been corrected, makes it appear that the EPA violated the 
Antideficiency Act by authorizing expenditures that exceeded the available appropriations.  

We reported findings about errors in the EPA’s financial statements preparation process, as well as 
posting errors that create the appearance of an Antideficiency Act violation in OIG Report No. 21-F-0045. 
At that time, we recommended that the chief financial officer:  

• Strengthen and improve the preparation and management review of the financial statements so 
that errors and misstatements are detected and corrected.  

• Analyze adjustments and corrections to the financial statements so that such adjustments are 
appropriate, accurate, and properly supported by documentation.  

The recommendations described above address our FY 2020 e-Manifest financial statements audit 
findings. The EPA concurred with our recommendations and provided acceptable planned corrective 
actions. The EPA’s estimated completion date for corrective actions was originally September 30, 2021; 
subsequently, the Agency revised the estimated completion date to March 31, 2022.  

Recommendations 

We recommend that the chief financial officer, in coordination with the assistant administrator for Land 
and Emergency Management: 

1. Enhance internal controls over accounting for expenses recorded under fund codes so that 
appropriation balances are accurate. Specifically, the EPA needs to implement preventative 
controls, so fund expenses are properly coded when processed, and implement detective 
controls at the fund level to ensure fee-based expenses and appropriations-based expenses are 
properly segregated, reconciled, and recorded in the general ledger.  

We recommend that the chief financial officer: 

2. Correct the expenses recorded in excess of appropriated balances. 

Agency Response and OIG Assessment 

The Agency concurred with our recommendations and provided acceptable planned corrective actions 
with an estimated completion date of September 30, 2022, in response to Recommendation 1. This 
recommendation is resolved. The EPA completed corrective actions in response to Recommendation 2.  

The Agency’s response to our draft report is in Appendix B. 

  

https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2019-and-2018-hazardous-waste-electronic-manifest
https://www.epa.gov/office-inspector-general/report-epas-fiscal-years-2019-and-2018-hazardous-waste-electronic-manifest
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Attachment 3 

Status of Prior Audit Report Recommendations 
We identified material weaknesses in our financial statement audit that remain outstanding. Table 3-1 
describes the recommendations from a previous financial statement audit for which agreed-to 
corrective actions have not been completed. 

Table 3-1: Material weaknesses resolved with corrective action pending 
EPA Made Errors in Its Financial Statement Preparation Process 
During our FY 2019 audit, we found multiple instances in which the EPA had major misstatements of its financial 
transactions and financial statements.  
 
We recommended that the chief financial officer (1) strengthen and improve the preparation and management 
review of the financial statements so that errors and misstatements are detected and corrected and (2) analyze 
adjustments and corrections to the financial statements so that such adjustments are appropriate, accurate, and 
properly supported by documentation.  
 
The EPA agreed with our findings and recommendations. The EPA’s estimated completion date for corrective 
actions was originally September 30, 2021; subsequently, the Agency revised the estimated completion date to 
March 31, 2022. We continued to find material errors in the EPA’s financial statement preparation process during 
our FY 2020 audit. Attachment 1 contains further details on our findings.  
EPA Improperly Recorded Accounts Receivable and Earned Revenue 
During our FY 2019 audit, we found that the Agency made two material errors in recording accounts receivable and 
earned revenue. The Agency improperly recorded $1.187 million in billings during FY 2019. We also found that the 
Agency did not record $1.338 million of September 2019 billings until October 2019. The Agency recorded accounts 
receivable and earned revenue without analyzing the e-Manifest bills, erroneously compounding its monthly billings. 
Also, the Agency believed that the September 2019 billings represented FY 2020 accounts receivable and earned 
revenue. While the two errors offset to only approximately $151,000, the compounding effect of the errors, if left 
undetected, could materially distort e-Manifest accounts receivable and earned revenue, as well as decrease 
confidence in the quality of the fund’s financial statements.  
 
We recommended that the chief financial officer record accounts receivable and earned revenue in the appropriate 
fiscal year. We also recommended that the chief financial officer, in coordination with the assistant administrator for 
Land and Emergency Management, analyze e-Manifest billings so that accounts receivable and earned revenue 
are recorded accurately.  
 
The EPA agreed with our findings and recommendations. The Agency’s estimated completion date for corrective 
actions was originally September 30, 2021; subsequently, the EPA revised the estimated completion date to 
March 31, 2022. We continued to find material errors in the EPA’s recording of accounts receivable and earned 
revenue during our FY 2020 audit. Attachment 1 contains further details on our findings. 

Source: OIG analysis of prior year recommendations, findings, and Agency corrective actions. (EPA OIG table) 
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Attachment 4 

Status of Recommendations 

RECOMMENDATIONS 

Rec. 
No. 

Page 
No. Subject Status1 Action Official 

Planned 
Completion 

Date 

1 16 In coordination with the assistant administrator for Land and 
Emergency Management, enhance internal controls over 
accounting for expenses recorded under fund codes so that 
appropriation balances are accurate. Specifically, the EPA needs 
to implement preventative controls, so fund expenses are 
properly coded when processed, and implement detective 
controls at the fund level to ensure fee-based expenses and 
appropriations-based expenses are properly segregated, 
reconciled, and recorded in the general ledger. 

R Chief Financial Officer 9/30/22 

2 16 Correct the expenses recorded in excess of appropriated 
balances. 

C Chief Financial Officer 6/2/21 

      

      

      

      

      
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

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

For the Fiscal Years Ending September 30, 2020 
and 2019 Hazardous Waste Electronic Manifest 
System Fund (e-Manifest) Financial Statements 
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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’S OVERALL POSITION 
 
The draft report contains two recommendations for the Office of the Chief Financial 
Officer. The OCFO does not agree with the categorization of the issue presented by the 
Office of Inspector General as a significant deficiency but concurs with the 
recommendations and has provided corrective actions. 

 
AGENCY RESPONSE TO OIG STATEMENTS 

 
OIG Statement: We found that EPA recorded expenses totaling $390,842 that misstated its 
appropriations balance. EPA attempted to correct these expenses by recording an adjustment 
that created an abnormal balance—a negative balance that we would not expect to be 
negative—in the Appropriations Used financial statement line item. Federal standards for 
internal control require accurate recording of transactions and events. EPA recorded the 
transactions as expenses from appropriated amounts, but they were covered by e-Manifest 
fees which are not appropriated. If this error is not corrected, the misstatement makes it  
 
appear that EPA violated the Antideficiency Act by authorizing expenditures that exceeded 
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the available appropriations. 
 

Agency Response 
The agency believes more clarity is needed to capture accurately the issue raised by the 
OIG. As noted in the draft report, the Antideficiency Act states: 
[A]n officer or employee of the United States Government . . . may not . . . make or authorize an 
expenditure or obligation exceeding an amount available in an appropriation or fund for the 
expenditure or obligation. 
 
The Antideficiency Act does not apply at the level of the internal fund codes used by the 
EPA. At no point in FY 2020 did the agency spend in excess of its appropriations received 
for any Treasury Symbol for the e-Manifest program. From the period of the inception of the 
e-Manifest program to the end of FY 2020, the e-Manifest program has had several different 
types of legislatively mandated funds. The types of funds included are appropriated three-
year funds, appropriated no-year funds, and non-appropriated funds from fees. As the 
lifecycle of these funds and the amount of fees collected have evolved, so has the accounting 
for the program. 
 
FY 2020 was the first year that the e-Manifest program completely used the carryover 
balance previously received from appropriated funds as well as the full $8 million advance 
appropriation it received for FY 2020. Any spending in excess of the amount of advanced 
appropriations received would be considered allowable. The EPA reconciled its spending at 
year end and made the appropriate adjustment to remove the impact of any funds recorded 
in excess of the appropriated amount received. When preparing this adjustment, the agency 
did not consider the reversal of a prior-year financial statement accrual that impacted 
appropriations used. The EPA has prepared an updated adjustment, which will be reflected 
in the final financial statements, but disagrees that the abnormal balance in the 
“appropriations used” account represents a significant deficiency in internal controls. 
Nevertheless, the agency will seek to implement additional safeguards to enhance the 
controls. 
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AGENCY RESPONSE TO DRAFT REPORT RECOMMENDATIONS 
 

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

1 In coordination with the assistant 
administrator for Land and 
Emergency Management, enhance 
internal controls over accounting for 
expenses recorded under fund codes 
so that appropriation balances are 
accurate. Specifically, EPA needs to 
implement preventative controls, so 
fund expenses are properly coded 
when processed, and implement 
detective controls at the fund level to 
ensure fee-based expenses and 
appropriations-based expenses are 
properly segregated, reconciled, and 
recorded in the general ledger. 

Concur. As the accounting for e- 
Manifest continues to evolve, the 
agency will continue to review and 
implement appropriate safeguards in its 
financial system to ensure the 
appropriate accounting models are 
used. The OCFO’s Office of Budget 
will work with the EPA’s financial 
system contractor to implement 
additional funds control measures. In 
addition, the OCFO’s Office of the 
Controller will complete a full review 
of posting models after implementation 
of the new e-Manifest interface with 
Compass. 

September 30, 
2022 

2 Correct the expenses recorded in 
excess of appropriated balances. 

Concur. The agency has corrected its 
adjustment in Compass. 

Completed 
June 2, 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: David Bloom  
      Carol Terris  
      Lek Kadeli  
      Jeanne Conklin 
      Charles Sheehan  
      Edward Shields  
      Katherine Trimble  
      Meshell Jones-Peeler  
                                                                                                                       Richard Gray 
      Maria Williams  
     Angel Robinson  
     Barry Breen  
     Carlton Waterhouse  
                                                                                                     Nigel Simon 

mailto:leblanc.andrew@epa.gov
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     Nick Hilosky  
     Kecia Thornton 

        Caroline Hoskinson  
                                                                                                                                                                    Sonya Sasseville  
        Laura Nicolosi  
        James Hatfield  
        Damon Jackson 
        OCFO-OC-MANAGERS 
        Mairim Lopez  
        Edgar Dumeng  
        Sheila May  
        Andrew LeBlanc  
                                                                                                                                                              José Kercadó 
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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 
Assistant Administrator for Land and Emergency Management 
Agency Follow-Up Coordinator 
General Counsel 
Associate Administrator for Congressional and Intergovernmental Relations 
Associate Administrator for Public Affairs 
Deputy Chief Financial Officer 
Associate Chief Financial Officer 
Associate Chief Financial Officer for Policy 
Principal Deputy Assistant Administrator for Land and Emergency Management 
Deputy Assistant Administrator for Land and Emergency Management 
Controller 
Deputy Controller 
Associate Deputy Controller 
Director, Office of Continuous Improvement, 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 
Director, Research Triangle Park Finance Center, Office of the Chief Financial Officer  
Director, Cincinnati Finance Center, Office of the Chief Financial Officer  
Chief, Management, Integrity and Accountability Branch, Policy, Training, and Accountability Division, 

Office of the Controller 
Director, Office of Program Management, Office of Land and Emergency Management 
Director, Office of Resource Conservation and Recovery, Office of Land and Emergency Management  
Director, Program Management, Communications, and Analysis Office, Office of Resource Conservation 

and Recovery, Office of Land and Emergency Management 
Director, Program Implementation and Information Division, Office of Resource Conservation and 

Recovery, Office of Land and Emergency Management 
Branch Chief, Information Collection and Analysis Branch, Office of Resource Conservation and 

Recovery, Office of Land and Emergency Management 
Associate Branch Chief, Information Collection and Analysis Branch, Office of Resource Conservation and 

Recovery, Office of Land and Emergency Management 
Audit Follow-Up Coordinator, Office of the Administrator  
Audit Follow-Up Coordinator, Office of the Chief Financial Officer 
Audit Follow-Up Coordinator, Office of Land and Emergency Management 
Audit Liaison, Office of Resource Conservation and Recovery, Office of Land and Emergency 

Management 
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