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The EPA’s Fiscal Years 2020 and 2019 Toxic 
Substances Control Act Service Fee Fund 
Financial Statements 
  The EPA Receives a Qualified Opinion 

We rendered a qualified opinion on the EPA’s fiscal 
years 2020 and 2019 Toxic Substances Control Act, 
or TSCA, Service Fee Fund financial statements, 
meaning that, except for material errors in expenses 
and income from other appropriations, the fiscal 
years 2020 and 2019 financial statements were 
fairly presented. 

  Material Weakness Noted  

The EPA materially understated the fiscal year 2019 “Expenses from Other 
Appropriations” line item of the financial statements by nearly $25 million. 

  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 found that the TSCA fee structure in the fees 
rule during fiscal years 2020 and 2019 appeared reasonable based on the data 
available when the EPA developed the fees rule. However, the TSCA fees 
collected did not adequately offset the fiscal years 2020 and 2019 actual or 
projected costs of administering certain provisions of TSCA, primarily because 
there were fewer fee-triggering activities than the EPA had projected for that 
period.  

  Recommendation and Planned Agency Corrective Actions 

We recommend that the chief financial officer correct the methodology for 
accounting for TSCA direct and indirect expenses from other appropriations to 
ensure that all costs for administering sections 4 and 5, parts of section 6, and 
section 14 of the Act are properly recorded and reported in the financial 
statements. The EPA agreed with our recommendation and provided 
acceptable planned corrective actions. This recommendation is resolved with 
corrective actions pending. 

Why We Did This Audit 

We performed this audit pursuant 
to the Frank R. Lautenberg 
Chemical Safety for the 21st 
Century Act, which amends the 
Toxic Substances Control Act. 
The Lautenberg Act requires the 
U.S. Environmental Protection 
Agency to prepare and the Office 
of Inspector General to audit the 
Toxic Substances Control Act 
Service Fee Fund financial 
statements each year. 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 laws and regulations. 

The Toxic Substances Control 
Act requires that the fees the 
EPA charges be sufficient and 
not more than reasonably 
necessary to defray 
approximately 25 percent of the 
costs of administering specific 
sections of the Act. 

This audit supports an EPA 
mission-related effort: 
• Operating efficiently and 

effectively. 

This audit addresses a top EPA 
management challenge:  
• Managing business operations 

and resources. 

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 expenses 
and income from other 
appropriations, to be 
fairly presented. 
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  December 29, 2022 

MEMORANDUM 

SUBJECT: The EPA’s Fiscal Years 2020 and 2019 Toxic Substances Control Act Service Fee Fund 
Financial Statements 
Report No. 23-F-0005 

FROM: Damon Jackson, Director 
Financial Directorate 
Office of Audit 

TO: Faisal Amin, Chief Financial Officer 

 Michal Ilana Freedhoff, Assistant Administrator 
 Office of Chemical Safety and Pollution Prevention 

This is our report on the subject audit conducted by the U.S. Environmental Protection Agency Office of 
Inspector General. The project numbers for this audit were OA-FY21-0406 and OA-FY21-0349. This 
report contains findings that describe the problems the OIG has identified and 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 and the Office of Chemical Safety and Pollution Prevention are 
responsible for the issues discussed in the report. 

In accordance with EPA Manual 2750, your offices provided acceptable planned corrective actions and 
an estimated milestone date in response to the OIG recommendation. The OIG recommendation is 
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 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. 
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Inspector General’s Report on the EPA’s Fiscal Years 
2020 and 2019 Toxic Substances Control Act 

Service Fee 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 
Toxic Substances Control Act Service Fee 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.1 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 the 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. 

 
1 Management, as used throughout this report, refers to the EPA’s management. 



 

23-F-0005 2 

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

Basis for Qualified Opinion 

As discussed in Attachment 1, the EPA materially understated the fiscal year 2019 “Expenses from Other 
Appropriations” line item in the TSCA Service Fee Fund financial statements by nearly $25 million. We 
found that the EPA’s methodology did not adequately capture all expenses for carrying out TSCA 
sections 4, 5, 6, and 14. The EPA’s material misstatement occurred because the Agency did not have an 
adequate methodology to accurately report the expenses incurred against other appropriations for 
TSCA Service Fee Fund activities. As the Agency’s methodology was the same for FYs 2020 and 2019, we 
concluded that the EPA was unable to provide an accurate total for expenses from other appropriations. 

Qualified Opinion 

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion” 
paragraph, the financial statements and accompanying notes referred to above present fairly, in all 
material respects, the assets, liabilities, net position, net cost, changes in net position, and budgetary 
resources of the EPA’s TSCA Service Fee 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 
TSCA Service Fee Fund as of and for the years ended September 30, 2020 and 2019, 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 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; 
therefore, such deficiencies in internal control may exist that were not identified during 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. 

Because of inherent limitations in internal control, misstatements, losses, or noncompliance may 
nevertheless occur and not be detected. We noted one matter, which we discuss below, involving 
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internal control and its operation that we consider to be a recurrent material weakness. This weakness 
is summarized below and described in more detail in Attachment 1. 

Material Weakness 

The EPA Misstated TSCA Expenses from Other Appropriations  

The EPA materially understated the FY 2019 “Expenses from Other Appropriations” line item in the TSCA 
Service Fee Fund financial statements by nearly $25 million. The federal government’s internal control 
standards require management to process information to ensure that it is “appropriate, current, 
complete, accurate, accessible, and provided on a timely basis.” The EPA’s material misstatement 
occurred because the Agency did not have an adequate methodology to accurately report the costs 
incurred against other appropriations for TSCA Service Fee Fund activities. Material errors affect the 
credibility of the EPA’s TSCA financial statements and reduce the confidence that the public and other 
interested parties have in them to be a fair representation of the TSCA Service Fee Fund program’s 
financial condition and activity. 

Attachment 2 contains the status of recommendations reported in prior years’ reports on the fund’s 
financial statements. The material weakness issue included in Attachment 2 continues to be a material 
weakness for FYs 2019 and 2020, as described in the preceding paragraph. We reported less significant 
internal control matters to the Agency during the audit. We will not issue a separate management letter. 

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

Office of Management and Budget Bulletin 21-04 requires us 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. We are also required to 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 TSCA Service Fee Fund is a component. 
Accordingly, there are no findings to report at the TSCA Service Fee 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.  

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.  



 

23-F-0005 4 

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 Frank R. Lautenberg Chemical Safety for the 
21st Century Act 

The Frank R. Lautenberg Chemical Safety for the 21st Century Act, which amended TSCA, requires the 
Office of Inspector General to perform an analysis of the (1) fees collected and amounts disbursed, 
(2) reasonableness of the fees in place to meet current and projected costs, and (3) number of requests 
for a risk evaluation made by manufacturers. The results of our analyses follow. 

Fees Collected and Disbursed  

The EPA began collecting TSCA service fees in October 2018. As TSCA requires, the EPA deposited fee 
collections into the TSCA Service Fee Fund. The EPA received approximately $2.7 million and $5.5 million 
in total fee collections in FYs 2019 and 2020, respectively. Pursuant to annual appropriations legislation, 
the EPA is required to reduce TSCA Service Fee Fund appropriations that Congress provided by the 
amount of offsetting collections. If collections exceed appropriations, the Agency deposits the excess 
collections into the TSCA Service Fee Fund. For both FYs 2019 and 2020, the Agency received $5 million 
in appropriated funds. The Agency reimbursed the U.S. Department of Treasury from TSCA fees 
collected to offset the amount Congress previously appropriated. There were no funds disbursed from 
the TSCA Service Fee Fund during this period. 

Reasonableness of the Fees in Place to Meet Current and Projected Costs  

TSCA authorizes the EPA to set fees at levels such that the fees will, in aggregate, provide a sustainable 
source of funds to annually defray the lower of (1) 25 percent of the costs to the EPA of carrying out 
sections 4, 5, and 6—other than the costs to conduct and complete manufacturer-requested risk 
evaluations that must be defrayed at higher specified percentages—and of collecting, processing, 
reviewing, providing access to, and protecting from disclosure information on chemical substances as 
appropriate under section 14 or (2) $25 million. 

The EPA finalized the Fees for the Administration of the TSCA rule in October 2018, which established 
fees and fee categories for FYs 2019, 2020, and 2021 and explained the methodology by which fees 
were determined.2 For FYs 2019 through 2021, the Agency estimated annual costs of carrying out TSCA 
sections 4, 5, 6, and 14, as described in the preceding paragraph, to be approximately $80.2 million. This 
estimate was based on the EPA’s calculated cost of implementation. The EPA estimated the total fee 
collections by multiplying the fees by the number of expected fee-triggering events in each category 
under full implementation, excluding fees for manufacturer-requested risk evaluations.  

The EPA is required to adjust the fee rates every three years. Table 1 describes the fees per category 
that were effective during FYs 2019, 2020, and 2021. 

 
2 See 83 Fed. Reg. 52,694 (Oct. 17, 2018). 
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Table 1: Fees by fee category for regular and small businesses 
Section Fee category Final fee Small business fee 

4 

Test order $9,800 $1,950 
Test rule $29,500 $5,900 
Enforceable consent 
agreement 

$22,800 $4,600 

5 

PMN and consolidated PMN, 
SNUN, MCAN and 
consolidated MCAN 

$16,000  $2,800 

LoREX, LVE, TME, Tier II 
exemption, TERA, Film 
Articles 

$4,700 $940 

6 

EPA-initiated risk evaluation $1,350,000 $270,000 
Manufacturer-requested risk 
evaluation on a chemical 
included in the TSCA Work 
Plan 

Initial payment of $1,250,000, with final invoice 
to recover 50% of total actual costs  

Manufacturer-requested risk 
evaluation on a chemical not 
included in the TSCA Work 
Plan 

Initial payment of $2,500,000, with final invoice 
to recover 100% of total actual costs  

Note: PMN = Premanufacture Notice; SNUN = Significant New Use Notice;  
MCAN = Microbial Commercial Activity Notice; LoREX = Low Releases and Low Exposures 
Exemption; LVE = Low Volume Exemption; TME = Test Marketing Exemption;  
TERA = TSCA Experimental Release Application. 
Source: FY 2019 through FY 2021 fee rates published in the EPA’s fees rule. (EPA OIG table) 

During our user fee analysis, we found that the TSCA fee structure in the fees rule during FYs 2019 and 
2020 appeared reasonable based on the data available when the EPA developed the fees rule. However, 
the fees collected did not adequately offset the actual or projected costs of administering the provisions 
of TSCA.  

The fees collected in FYs 2019 and 2020 did not meet the intent of TSCA to defray 25 percent of the 
specified costs of carrying out sections 4 and 5, parts of section 6, and section 14. The EPA anticipated 
collecting approximately $20 million, which represented around 25 percent of its estimated costs of 
$80.2 million. However, during FYs 2019 and 2020, the EPA collected relevant TSCA service fees totaling 
significantly less: approximately $2.7 million and $3 million, respectively.3 This difference largely occurred 
because the EPA overestimated the number of actions that would trigger fees in the TSCA fees rule.  

During FYs 2019 and 2020, the EPA collected TSCA fees only for section 5 activity, which requires that 
manufacturers and processors provide the EPA with notice before initiating the manufacture of a new 
chemical substance or initiating the manufacture or processing of a chemical substance for a significant 
new use. However, the number of section 5 fee-triggering actions during both fiscal years was 
significantly lower than the projected number in the TSCA fees rule, as illustrated in Table 2. 

 
3 The EPA collected $5.5 million in TSCA service fees for FY 2020, but $2.5 million of that was for 
manufacturer-requested risk evaluations. Under TSCA, manufacturer-requested risk evaluation fees are to defray 
from 50 percent to 100 percent of the actual costs of conducting risk evaluations under section 6(b) and are not 
included in the 25 percent requirement. Therefore, the EPA collected $3 million in TSCA service fees relevant to 
the 25 percent requirement. 
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Table 2: Differences between actual and fees rule-estimated numbers of section 5  
fee-triggering actions 

Section 5 fee 
category 

Actual number of net actions Fees rule-
estimated 
number of 

actions Difference Regular Small business Total 
FY 2020 
PMN and 
consolidated PMN, 
SNUN, MCAN and 
consolidated MCAN 

124 44 168 462 (294) 

LoREX, LVE, TME, 
Tier II exemption, 
TERA, Film Articles 

179 87 266 560 (294) 

Total 303 131 434 1022 (588) 
FY 2019 
PMN and 
consolidated PMN, 
SNUN, MCAN and 
consolidated MCAN 

102 65 167 462 (295) 

LoREX, LVE, TME, 
Tier II exemption, 
TERA, Film Articles 

177 101 278 560 (282) 

Total 279 166 445 1022 (577) 
Note: PMN = Premanufacture Notice; SNUN = Significant New Use Notice;  
MCAN = Microbial Commercial Activity Notice; LoREX = Low Releases and Low Exposures 
Exemption; LVE = Low Volume Exemption; TME = Test Marketing Exemption;  
TERA = TSCA Experimental Release Application. 
Source: OIG analysis of EPA data. (EPA OIG table) 

Number of Risk Evaluation Requests 

The EPA received two manufacturer risk evaluation requests during FY 2019, which the EPA granted in 
FY 2020. The EPA received one manufacturer risk evaluation request during FY 2020, which the EPA 
granted in FY 2021. 

Management’s Discussion and Analysis 

Our audit was conducted for the purpose of forming an opinion on the TSCA Service Fee Fund financial 
statements as a whole. The “Management’s Discussion and Analysis” section is presented for the 
purpose of providing 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” section, 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 
“Management’s Discussion and Analysis” section. 

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” 
section. 
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Prior Audit Coverage 

During our prior year TSCA Service Fee Fund financial statement audit, Audit of EPA’s Toxic Substances 
Control Act Service Fee Fund Financial Statements for the Period from Inception (June 22, 2016) through 
September 30, 2018, Report No. 20-F-0342, issued September 30, 2020, we reported one material 
weakness: the EPA overstated expenses from other appropriations by $8.4 million. We found that the 
EPA made errors in multiple iterations of its calculation for expenses from other appropriations. 

We recommended that the Agency improve the management review process for calculating expenses 
from other appropriations and establish written policies and procedures so that expenses from other 
appropriations reflect actual costs. The Agency agreed with our recommendations and completed 
corrective actions on February 4, 2021. However, we continued to find material errors in the EPA’s 
expenses from other appropriations during our FYs 2019 and 2020 audit. 
 
 
 
Damon Jackson 
Certified Public Accountant 
Director, Financial Directorate 
Office of Audit 
Office of Inspector General 
U.S. Environmental Protection Agency 
December 8, 2022

https://www.epa.gov/office-inspector-general/report-audit-epas-toxic-substances-control-act-service-fee-fund-financial
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1 – The EPA Misstated TSCA Expenses 
from Other Appropriations 

The EPA materially understated the FY 2019 “Expenses from Other Appropriations” line item in the TSCA 
Service Fee Fund financial statements by nearly $25 million.4 The federal government’s internal control 
standards require management to process information to ensure that it is “appropriate, current, 
complete, accurate, accessible, and provided on a timely basis.” The EPA’s material misstatement 
occurred because the Agency did not have an adequate methodology to accurately report the expenses 
incurred against other appropriations for TSCA Service Fee Fund activities. Material errors affect the 
credibility of the EPA’s TSCA financial statements and reduce the confidence that the public and other 
interested parties have in them to be a fair representation of the TSCA Service Fee Fund program’s 
financial condition and activity. 

TSCA, as amended, authorizes the EPA to establish and collect fees from chemical manufacturers and 
importers to defray a portion of the costs associated with: 

• Administering TSCA sections 4, 5, and 6. 

• Collecting, processing, reviewing, providing access to, and protecting information about 
chemical substances, as well as preventing disclosure of such information as appropriate under 
TSCA section 14. 

Therefore, the Agency may charge some costs of implementing TSCA directly to the TSCA Service Fee 
Fund, up to specified limits, and the remainder of the costs to other Agency appropriations. The EPA 
records expenses from other appropriations to properly reflect the total costs incurred for the TSCA 
Service Fee Fund. Statement of Federal Financial Accounting Standards 4, Managerial Cost Accounting 
Standards and Concepts, states that “reporting entities should report the full costs of outputs in general 
purpose financial reports,” which include “costs of identifiable supporting services provided by other 
responsibility segments within the reporting entity, and by other reporting entities.” 

The U.S. Government Accountability Office’s GAO-14-704G, Standards for Internal Control in the Federal 
Government, known as the Green Book, sets internal control standards for federal entities. These 
standards require that federal agencies use quality information, including relevant data from reliable 
sources. Management is responsible for processing that data into quality information. The Green Book 
defines quality information as “information from relevant and reliable data that is appropriate, current, 
complete, accurate, accessible, and provided on a timely basis, and meets information requirements.” 

The EPA materially misstated the expenses from other appropriations that supported the TSCA Service 
Fee Fund by nearly $25 million. The EPA’s initial draft financial statements incorrectly reported that all 
$63 million of the Office of Chemical Safety and Pollution Prevention’s expenses in the Chemical Risk 
Review and Reduction Program were TSCA Service Fee Fund expenses from other appropriations. TSCA 
Service Fee Fund activities are a subset of the Chemical Risk Review and Reduction Program and should 
not include expenses for activities unrelated to the fund. After we identified and asked about the errors, 

 
4 This figure is based on $19 million in expenses from other appropriations recorded in the FY 2019 draft financial 
statements that we received on March 1, 2022. The Agency subsequently provided the OIG with a third revised 
version of the draft financial statements on May 18, 2022, which included FY 2020 draft financial statements and 
reported TSCA expenses from other appropriations as $30 million for FY 2019 and $37.7 million for FY 2020. 

https://www.gao.gov/products/gao-14-704g
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we requested that the Agency provide its justification for costs included in expenses from other 
appropriations. The Agency acknowledged at that time that certain costs were improperly included in 
expenses from other appropriations. The Agency subsequently modified its methodology and revised 
the financial statements. The Agency’s revised methodology reduced TSCA expenses from other 
appropriations from approximately $63 million to roughly $19 million. 

Upon further analysis, we found that the EPA’s revised methodology did not adequately capture all 
expenses for carrying out sections 4, 5, 6, and 14 of TSCA, hereafter referred to as “fee-related 
expenses.” Costs not captured included expenses funded prior to FY 2019, payroll expenses for 
employees working in direct-cost divisions, and additional indirect costs. These supplementary costs 
increased TSCA expenses from other appropriations to approximately $44 million. Table 1-1 shows the 
TSCA fee-related direct and additional indirect expenses that were not included in the Office of the Chief 
Financial Officer’s revised methodology. 

Table 1-1: TSCA fee-related expenses not included in the EPA’s revised methodology 

Description Expense amount 
Revised expenses from other appropriations $19,040,316.02  

  
Expenses not included in the Office of the Chief Financial Officer’s revised methodology    
TSCA section 5 expenses funded prior to FY 2019  ($417,876.04) 
Contract expenses funded prior to FY 2019   $3,128,830.08 
Interagency agreement information technology expenses funded prior to FY 2019  $2,458,228.81 
Additional payroll-related expenses for employees working in direct-cost divisions $16,077,534.53 
Additional indirect costs  $3,318,737.25 

Total expenses not included in the revised methodology $24,565,454.63 
  

Total TSCA expenses from other appropriations $43,605,770.65 
Source: OIG analysis of EPA data. (EPA OIG table) 

Upon receiving our finding, the Agency agreed with the inclusion of all the costs that we identified 
except for the payroll costs. The Agency researched the functional duties for the direct-cost divisions 
and reviewed a random sample of one employee in each of the five direct-cost divisions. Based on its 
research, the Agency disagreed with the inclusion of the roughly $16 million in payroll costs, stating that 
the work could not be exclusively tied to TSCA fee-related activities. Conversely, we analyzed the 
FY 2019 payroll data for 99 employees charging to other appropriations and asked those employees 
whether their work supported the specific provisions of TSCA. We found that multiple employees in 
direct-cost divisions reported working part- or full-time on the aforementioned TSCA provisions. Thus, 
we concluded that the Agency’s analysis was not comprehensive and did not justify excluding the 
approximately $16 million in payroll costs. Therefore, the Agency was unable to provide an accurate 
total for expenses from other appropriations. 

This error occurred because the EPA does not have an adequate methodology to properly record all 
costs for administering certain provisions of TSCA. The EPA must report the complete and accurate full 
cost of implementing TSCA because the Act requires that the service fees the EPA charges be sufficient 
to defray 25 percent of the costs associated with implementing key TSCA provisions. If the EPA does not 
accurately report TSCA service fee expenses from other appropriations, the Agency cannot develop 
reasonable fees that recover the amount of program expenses that the Act requires. Material errors 
affect the credibility of TSCA’s financial statements and reduce the confidence that the public and other 
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interested parties have in them to be a fair representation of the program’s financial condition and 
activity. 

Recommendation 

We recommend that the chief financial officer, in conjunction with the assistant administrator for 
Chemical Safety and Pollution Prevention: 

1. Correct the methodology for accounting for Toxic Substances Control Act direct and indirect 
expenses from other appropriations to ensure all costs for administering sections 4 and 5, parts 
of section 6, and section 14 of the Act are properly recorded and reported in the financial 
statements. 

Agency Response and OIG Assessment 

The Agency agreed with our recommendation. The Agency’s estimated completion date for corrective 
actions is October 1, 2023.  
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Attachment 2 

Status of Prior Audit Report Recommendations 
We identified a material weakness in our financial statement audit that remains outstanding, as 
described in Table 2-1.   

Table 2-1: Prior recommendations from Report No. 20-F-0342 related to a material weakness that 
the Agency reported as resolved with corrective actions completed but that we found to be 
ineffective 
During our FY 2018 inception audit, we found that the EPA overstated expenses from other appropriations by 
$8.4 million, having made errors in multiple iterations of its calculation. 
 
We recommended that the EPA (1) improve the management review process for calculating expenses from other 
appropriations to be consistent with EPA component financial statement audits and to ensure costs support the 
Toxic Substances Control Act Service Fee Fund activities and (2) establish written policies and procedures so that 
expenses from other appropriations in component audits reflect actual costs.  
 
The EPA agreed with our recommendations and certified completion of all corrective actions on February 4, 2021. 
However, we continued to find errors in the EPA’s calculation of expenses from other appropriations during our 
FYs 2019 and 2020 audits, as detailed in Attachment 1. Therefore, the Agency’s corrective actions were not 
effective.  

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

https://www.epa.gov/office-inspector-general/report-audit-epas-toxic-substances-control-act-service-fee-fund-financial
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Attachment 3 

Status of Recommendations 
and Potential Monetary Benefits 

 
RECOMMENDATIONS  

Rec. 
No. 

Page 
No. Subject Status1 Action Official 

Planned 
Completion 

Date  

Potential 
Monetary 
Benefits 

(in $000s) 

1 11 Correct the methodology for accounting for Toxic Substances 
Control Act direct and indirect expenses from other 
appropriations to ensure all costs for administering sections 4 
and 5, parts of section 6, and section 14 of the Act are properly 
recorded and reported in the financial statements. 

R Chief Financial Officer 
Assistant Administrator for 

Chemical Safety and 
Pollution Prevention  

10/1/23  $24,565 

        

        

        

        

        

        

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
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 

Fiscal Years Ended September 30, 2020 and 2019 
Toxic Substances Control Act Service Fee Fund 

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. This response and the corrective action have been 
coordinated with and agreed to by the Office of Chemical Safety and Pollution Prevention. 
 
AGENCY’S OVERALL POSITION 
 
The EPA agrees with the recommendation but wishes to correct several factual misstatements in the draft 
report.  
 
AGENCY RESPONSE TO OIG STATEMENTS 
 
OIG Statement: Upon receiving our finding, the Agency agreed with the inclusion of all the costs that 
we identified except for the payroll costs. The Agency researched the functional duties for the direct-cost 
divisions and reviewed a random sample of one employee in each of the five direct-cost divisions. Based 
on its research, the Agency disagreed with the inclusion of the roughly $16 million in payroll costs, 
stating that the work could not be exclusively tied to TSCA fee-related activities. Conversely, we 
analyzed the FY 2019 payroll data for 99 employees charging other appropriations and asked those 
employees whether their work supported the specific provisions of TSCA. We found that multiple 
employees in direct-cost divisions reported working part or full time on the aforementioned TSCA 
provisions. Thus, we concluded that the Agency’s analysis was not comprehensive and did not justify 
excluding the approximately $16 million in payroll costs. Therefore, the Agency was unable to provide an 
accurate total for expenses from other appropriations. 
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Agency Response: The EPA agrees that a portion of the $16 million should be captured in the calculation 
of Toxic Substances Control Act fee-related payroll costs. However, the agency believes that capturing 
100 percent of the payroll costs for the direct-cost divisions as fee-related, as suggested by the draft 
report, is inappropriate. Accordingly, the OCFO, in collaboration with the OCSPP, developed an updated 
allocation methodology intended to accurately capture all program-level costs for the OCSPP’s five 
direct-cost divisions. The allocation estimated that approximately $11.3 million of costs from these five 
divisions were attributable to Sections 4, 5, 6, and 14 of the TSCA, and should therefore be captured in 
the fee-related payroll cost calculations for FY 2019. Subsequent EPA analysis of two other allocation 
bases (contract expenses and other total expenses) revealed that all three calculations were within 
approximately $20,000 of each other for FY 2019, which further suggests that the proposed updated 
methodology is appropriate. Further agency analysis of five employees (one from each relevant division) 
revealed that three of the five worked on activities other than those for TSCA Sections 4, 5, 6, and 14. 
These employee activities outside of the TSCA Sections 4, 5, 6, and 14 are considered TSCA “non-fee 
related” charges, and so would not appropriately be included as TSCA “fee-related” costs. Furthermore, 
time spent on other activities considered indirect, such as training or leave taken, would also not be 
appropriately included as part of direct costs. The draft report states that of the 99 employees sampled in 
the OIG analysis, “multiple employees in direct-cost divisions reported working part or full time on the 
aforementioned TSCA provisions.” Given that even a small sample analysis reveals that some employee 
time in the five divisions was spent on work-related activities other than TSCA Sections 4, 5, 6, and 14, 
the EPA believes that capturing 100 percent of the payroll costs for the five direct-cost divisions as fee-
related is inappropriate, and that an allocation is necessary to accurately calculate the costs.  
 
OIG Statement: This error occurred because the EPA does not have an adequate methodology to 
properly record all costs for administering certain provisions of TSCA. 
 
Agency Response: 
The agency agrees that improvements can be made to its methodology as improved payroll coding is 
implemented. The EPA disagrees that the current methodology is insufficient for providing a defensible 
estimate of the indirect costs incurred by the TSCA program for TSCA Sections 4, 5, 6, and 14. The 
agency believes that the current methodology is sufficient because it is consistent with the well-
established practices for other user fee programs, which utilizes the “site/project” field as the primary 
basis for identifying direct/indirect costs. To improve the calculation, an additional measure was recently 
incorporated into the existing EPA methodology. This measure involves applying the “cost organization 
code” field to identify direct/indirect costs when the “site/project” field is left blank. The “cost 
organization” field is populated with supplementary cost accounting codes. This allows the agency to 
identify mismatches between the two fields and provides greater accuracy in our cost accounting data. 
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AGENCY RESPONSE TO DRAFT REPORT RECOMMENDATIONS 

 
No. Recommendation Office 

  
High-Level Intended 

 Corrective Action(s) 
Estimated 
Completion 
Date
  

1 Correct the methodology for 
accounting for Toxic Substances 
Control Act direct and indirect 
expenses from other 
appropriations to ensure all costs 
for administering certain 
provisions of the Act are 
properly recorded and reported 
in the financial statements. 

OCFO 
and 

OCSPP 

The OCFO in 
coordination with the 
OCSPP, will develop a 
revised methodology 
for accounting for 
TSCA direct and 
indirect expenses from 
other appropriations 
that ensures that all 
costs are properly 
recorded in the 
financial statements. 
 
The OCSPP will ensure 
that the new 
methodology is applied 
consistently by staff and 
implemented beginning 
in FY 2024. 

October 1, 
2023 

 
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, or the OCSPP’s  
Audit Follow-up Coordinator, Janet Weiner, at weiner.janet@epa.gov or (202) 564-3409. 
 
 
cc:  Michal Freedhoff 
       David Bloom 
       Richard Keigwin 
       Lek Kadeli 
       Carol Terris 
       Meshell Jones-Peeler 
       Richard Gray 
       Wanda Arrington 
       OCFO-OC-MANAGERS 

 Claire McWilliams 
 Shannon Lackey 

       Denise Keehner 
       Tala Henry 
       Mark Hartman 

mailto:leblanc.andrew@epa.gov
mailto:weiner.janet@epa.gov
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       Kevin DeBell 
       Hayley Hughes 
       Hamaad Syed 
       Delores Barber 
       Brian Bordelon 
       Khanh Nguyen 
       Brian Katz 
       Laura Collier        
       Andrew Sheeran 
       Gabrielle Hanson 
       Janet Weiner 
       Andrew LeBlanc 
       José Kercadó      
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Appendix C 

Distribution List 
The Administrator 
Deputy Administrator 
Chief of Staff, Office of the Administrator  
Deputy Chief of Staff for Management, Office of the Administrator 
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  
Director, Office of Continuous Improvement, Office of the Chief Financial Officer 
Chief Financial Officer 
Deputy Chief Financial Officer  
Associate Chief Financial Officer  
Associate Chief Financial Officer for Policy 
Deputy Assistant Administrator for Pesticide Programs  
Deputy Assistant Administrator, Office of Chemical Safety and Pollution Prevention 
Deputy Assistant Administrator for Management, Office of Chemical Safety and Pollution Prevention 
Chief of Staff, Office of Chemical Safety and Pollution Prevention 
Special Assistant, Office of Chemical Safety and Pollution Prevention  
Director, Office of Pollution Prevention and Toxics, Office of Chemical Safety and Pollution Prevention 
Deputy 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 
Director, Office of Science Coordination and Policy, Office of Program Support, Office of Chemical Safety 

and Pollution Prevention 
Deputy Director, Information Technology and Resources Management Division, Office of Program 

Support 
Chief, Budget Planning and Performance Assessment Branch, Information Technology and Resources 

Management Division, Office of Program Support, Office of Chemical Safety and Pollution 
Prevention 

Special Assistant, Office of Pollution Prevention and Toxics, Office of Chemical Safety and Pollution 
Prevention 

Director, Project Management and Operations Division, Office of Pollution Prevention and Toxics, Office 
of Chemical Safety and Pollution Prevention 

Deputy Director, Project Management and Operations Division, Office of Pollution Prevention and 
Toxics, Office of Chemical Safety and Pollution Prevention 

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 
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Deputy Director, Accounting and Cost Analysis Division, Office of the Controller 
Chief, Management, Integrity, and Accountability Branch; Policy, Training, and Accountability Division, 

Office of the Chief Financial Officer  
Chief, Fees and Collections Branch, Office of the Chief Financial Officer 
Chief, General Ledger Analysis and Reporting Branch, Accounting and Cost Analysis Division, Office of 

the Chief Financial Officer 
Team Lead, General Ledger Analysis and Reporting Branch, 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 
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 Pollution Prevention and Toxics, Office of Chemical Safety and Pollution 

Prevention 
Audit Follow-Up Coordinators, Regions 1–10 
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