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DATE: February 26, 2002 
 
REPLY TO 
ATTN OF: 08401-12-At 
 
SUBJECT: Forest Service Fiscal Year 2001 Financial Statements Audit 
 
TO:  Dale Bosworth 
  Chief 
  Forest Service 
 
ATTN:  Mary Sally Matiellia 
  Chief Financial Officer 
  Forest Service 
 
 
This report presents the results of our audit of the U.S. Forest Service’s financial 
statements for the fiscal year ended September 30, 2001.  The report contains our 
disclaimer of opinion and the results of our assessment of the Agency’s internal control 
structure and compliance with laws and regulations. 
 
In accordance with Departmental Regulation 1720-1, please furnish a reply within  
60 days describing the specific corrective actions taken or planned, including the 
timeframes on our recommendations.  Please note that the regulation requires a 
management decision to be reached on all findings and recommendations within a 
maximum of six months from report issuance. 
 
 
 
JOYCE N. FLEISCHMAN 
Acting Inspector General 
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EXECUTIVE SUMMARY 

FOREST SERVICE 
AUDIT OF FISCAL YEAR 2001 

FINANCIAL STATEMENTS 
AUDIT REPORT NO. 08401-12-AT  

 
The Chief Financial Officers (CFO) Act of 
1990, as amended, requires the annual 
preparation and audit of Federal financial 
statements.  The purpose of this audit is to 

determine whether the financial statements present fairly, in all material 
respects, the financial position of the Forest Service in accordance with 
Generally Accepted Accounting Principles in the United States of America.  
In conjunction with the audit of financial statements, we are required to 
consider Forest Service’s internal control structure to assess whether the 
Agency’s plan of organization and adopted methods and procedures were 
sufficient to ensure that (1) reliable financial information was obtained, 
maintained and fairly disclosed in Forest Service’s reports and (2) resources 
were sufficiently safeguarded against waste, loss and misuse.  We are also 
required to test Forest Service’s compliance with laws and regulations that 
could directly affect the financial statements. 

 
Due to limitations on the scope of our 
examination, we are unable to express,  
and do not express, an opinion on the Forest 
Service Consolidated Balance Sheet as of 

September 30, 2001, and the related Statements of Net Cost, Changes in 
Net Position, Budgetary Resources, and Financing for the period then 
ended. 
 
United States (U.S.) Generally Accepted Government Auditing Standards 
(GAGAS) require that we obtain sufficient, competent evidential matter to 
render an opinion on the financial statements.  The Forest Service was not 
able to provide us with such information.  Therefore, we were not able to 
perform all procedures necessary to render an opinion within the timeframes 
prescribed by the CFO Act of 1990, as amended. As a result, we are unable 
to give an opinion on the fiscal year (FY) 2001 Financial Statements of the 
Forest Service because of limitations on the scope of our work.  Thus, the 
financial statements are unreliable. 
 
Material internal control weaknesses existed in Forest Service’s overall 
financial statement compilation process and in its procedures for compiling 
the balances for Fund Balances with the U.S. Treasury (FBWT) and General  

PURPOSE 

RESULTS IN BRIEF 
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Property, Plant and Equipment (PP&E).  Because of these weaknesses, the 
Agency was not able to provide timely, sufficient and competent evidential 
matter to support amounts in the financial statements. The material 
weaknesses in internal controls, along with the lack of sufficient, competent 
evidential matter to support amounts in the financial statements, prevented 
us from performing the audit in accordance with GAGAS and Office of 
Management and Budget (OMB) Bulletin No. 01-02, Audit Requirements for 
Federal Financial Statements. 
 
Our examination of Forest Service’s internal control structure disclosed that 
(1) overall financial management controls were not adequate to ensure the 
collection of timely, complete, and reliable financial information and 
(2) controls were not sufficient to adequately safeguard assets. 
 
Forest Service had not performed sufficient analyses and reconciliations of 
its financial system to ensure the accuracy of amounts recorded in the 
general ledger and the subsidiary (detailed) ledgers prior to submitting the 
unaudited statements to the Office of Inspector General (OIG). Therefore, the 
unaudited financial statements provided to us on November 15, 
2001, contained numerous errors and the accompanying footnotes were 
incomplete.  Additionally, significant control weaknesses in the general 
ledger and the subsidiary systems significantly reduced the reliability of 
account balances reported on the financial statements. 
 
While comparing a detailed trial balance with a summary level trial balance, 
we noted differences in 41 general ledger accounts that resulted in a net out-
of-balance condition of $6.5 million between budgetary and proprietary 
accounts.  Forest Service officials explained that, while preparing the 
financial statements, they discovered that the budgetary accounts did not 
balance to the proprietary accounts.  Rather than determining the reason for 
the differences, Forest Service made adjustments to the trial balance to 
bring the budgetary and proprietary accounts into balance.  Subsequently, 
the Agency found that 75 general ledger posting entries, totaling almost 
$941 million, were not included in the Foundation Financial Information 
System (FFIS) data warehouse until after the preparation of the financial 
statements.  The missing transactions were the actual cause for budgetary 
and proprietary accounts not to balance.  As of the date of this report, we 
were unable to identify the specific cause for the entries not being posted 
timely. 
 
At the end of the FY, Forest Service made 15,337 entries (debits and 
credits) totaling $11 billion that affected FBWT, many of which were made to 
adjust the general ledger to the U.S. Treasury (Treasury) records. In contrast, 
the FBWT line item reported on the Consolidated Balance Sheet was 
$3 billion.  We judgmentally selected 144 adjustments comprising 
approximately $7.9 billion of the $11 billion in debits and credits, and found 
that 105 of the adjustments totaling $4.7 billion were not sufficiently justified 
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by the supporting documentation.  Additionally, 29 adjustments, totaling 
$2.9 billion, had no supporting documentation. The unsupported adjustments 
were made because Forest Service had not performed required monthly 
reconciliations of their fund balance accounts. 
 
Forest Service did not have controls in place to ensure the accuracy of 
reports sent to the Treasury.  Additionally, the Agency was not performing 
timely or complete reconciliations of FBWT as required by the Treasury 
Financial Manual (TFM).1  As a result, there is an increased risk of 
fraud, waste and abuse related to Forest Service funds.  As of 
September 30, 2001, the net out-of-balance condition between Treasury 
records and the Forest Service general ledger as reported on Treasury’s 
Financial Management Service (FMS) report 6652, Statement of 
Differences, was approximately $91 million for disbursements and 
$152 million for deposits.  Forest Service had not performed monthly 
reconciliations required by the TFM, and continued to work on the 
September 30, 2001, reconciliation after we were provided the unaudited 
financial statements on November 15, 2001. 
 
Forest Service did not ensure that all collection and disbursement activity 
was accurately reported to Treasury during FY 2001.  This occurred because 
Forest Service had not established procedures to routinely reconcile fund 
balance accounts in the general ledger with data downloaded into journals 
used to prepare the Standard Form (SF) 224 Report.  As a result, Forest 
Service failed to report 139,697 collection and disbursement transactions 
totaling $18.4 million to Treasury during FY 2001. 
 
As reported in prior years’ audits, controls over PP&E continued to be 
deficient. Despite representations from management that this account was 
auditable in fiscal year 2001, we found that, although a massive and costly 
contract to statistically sample property items was undertaken, the lack of 
adequate documentation supporting valuations was so pronounced the audit 
could not be conducted.  Therefore, accurate and reliable balances could not 
be determined for the FY 2001 reporting period.  This year's audit revealed 
that the real property is overstated by at least $570 million (capitalized 
value).  Additionally, our analysis of the Infrastructure (INFRA) real property 
inventory universe provided on January 3, 2002, revealed 587 assets with 
negative book values of almost $20 million.  Forest Service units did not 
provide timely or adequate documentation to support amounts recorded in 
the property feeder systems including INFRA, Personal Property System 
(PROP) and Equipment Management Information System (EMIS), and the 
subsidiary ledgers were not providing timely or accurate depreciation 
expense calculations.  Interfaces between the general ledger and the 

                                                 
1 TFM Vol. 1, Part 2, Chapter 3900 - Section 3915, Chapter 5100, Section 5130, and Appendix 2. 
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subsidiary systems were not working properly, and the Agency had not 
performed reconciliations to ensure the accuracy of amounts recorded in its 
financial systems.   
 
Our examination of Forest Service’s compliance with laws and regulations 
disclosed that the Agency’s financial systems did not fully comply with the 
requirements of the Federal Financial Management Improvement Act 
(FFMIA) of 1996.  Forest Service’s financial systems did not (1) provide for 
the collection of timely, complete and reliable information; (2) provide for 
adequate Agency management reporting; (3) adequately support 
governmentwide or Agency-level policy decisions; (4) efficiently or effectively 
facilitate the preparation of financial statements, or other financial reports in 
accordance with Federal accounting and reporting standards; or (5) provide 
a complete audit trail to facilitate audits. 
 
Management’s Discussion and Analysis, requires supplementary information 
(including stewardship information), and other accompanying information, 
that contain a wide range of data, some of which does not directly relate to 
the financial statements.  We do not express an opinion on this information.  
Based on our limited work, we found no material inconsistencies with the 
financial statements or nonconformance with OMB guidelines. 
 

Based on the deficiencies identified during this 
audit, we made a series of recommendations to 
Forest Service to improve its financial 
management system and internal control 

structure.  Regarding its financial management system, we recommended 
that Forest Service (1) develop and implement a sustainable financial 
management plan that includes training, and (2) establish a reliable business 
process for preparing and validating the financial statements.   
 
We recommended that Forest Service establish and implement internal 
controls to ensure that assets are adequately safeguarded by assigning 
sufficient, knowledgeable staff and performing required reconciliations and 
quality control checks. 
 

KEY RECOMMENDATIONS 
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Forest Service agreed with our findings and 
recommendations.  On January 23, 
2002, Forest Service initiated six strike teams 
with the objective of developing or modifying 

financial polices and procedures to achieve sustainable processes that 
address the following. 
 
1. FBWT, 
2. PP&E, 
3. Accounts Receivable, 
4. Accounts Payable, 
5. Other Liabilities, and 
6. the relationship between budgetary and proprietary accounts. 
 
In addition to developing or modifying policies and procedures, each strike 
team is charged with reconciling subsidiary ledgers with the FFIS general 
ledger; cleaning up any erroneous historical data in the ledgers; identifying 
and correcting technical problems in Forest Service’s automated accounting 
systems (e.g., FFIS, INFRA, PROP, EMIS, etc.); identifying and resolving 
technical problems with reporting software programs (i.e., Automated Cash 
Reconciliation Worksheet System (ACRWS)); and developing appropriate 
training material and training Forest Service personnel to carry out 
sustainable accounting processes. 

AGENCY POSITION 
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 UNITED STATES DEPARTMENT OF AGRICULTURE 

 OFFICE OF INSPECTOR GENERAL 

Washington, D.C. 20250 

 

REPORT OF THE OFFICE OF INSPECTOR GENERAL  

 
 
TO: Dale Bosworth 
 Chief  
 Forest Service 
 
We attempted to audit the accompanying Consolidated Balance Sheet of the Forest 
Service as of September 30, 2001, and the related Statements of Net Cost, Changes in 
Net Position, Budgetary Resources, and Financing, for the FY then ended.  The financial 
statements are the responsibility of Forest Service management. 
 
GAGAS require that we obtain sufficient, competent evidential matter to render an opinion 
on the financial statements.  However, the Forest Service was unable to provide such 
information.  Therefore, we were not able to perform all procedures necessary to render an 
opinion within the timeframes prescribed by the CFO Act of 
1990, as amended.  As a result, we are unable to render an opinion on the 
FY 2001 Financial Statements of the Forest Service because of limitations on the scope of 
our work.  Thus, the financial statements are unreliable. 
 
Because material control weaknesses existed in Forest Service’s overall financial 
statement compilation process and its procedures for compiling the balances for FBWT 
and PP&E, the Agency was not able to provide timely, sufficient and competent evidential 
matter to support amounts in the financial statements.  The material weaknesses in internal 
controls along with the lack of sufficient, competent evidential matter to support amounts in 
the financial statements prevented us from performing the audit in accordance with 
GAGAS and OMB Bulletin No. 01-02. 
 
Forest Service had not performed sufficient analyses and reconciliations of its financial 
systems to ensure the accuracy of amounts recorded in the general ledger and  
the subsidiary (detailed) ledgers prior to submitting the unaudited statements  
to OIG.  Therefore, the unaudited financial statements provided to us on November 15, 
2001, contained numerous errors and the accompanying footnotes were incomplete.  Many 
of the conditions observed during this year’s audit were reported in our  
FY 2000 financial statement audit, and have yet to be adequately addressed by the Forest 
Service.   
 



 

 

 

USDA/OIG-A/08401-12-At Page 2  
 

 

During our attempts to perform interim testing, we were not able to obtain reliable data 
extracts to test items such as revenue, accounts receivable, accounts payable and 
undelivered orders.  Forest Service does not utilize FFIS to generate standard reports 
such as accounts receivable and accounts payable listings at the Agency-level as of a 
period of time.  Because of the complexities of the system and Forest Service’s business 
processes such as that used for cost distribution, Forest Service, the Office of Chief 
Financial Officer, and OIG spent much time and effort attempting to extract information from 
FFIS, resulting in delays in completing fieldwork at 41 selected Forest Service units.  Since 
these delays made it impossible for us to complete interim testing before yearend testing 
started, we refocused our work on FBWT and PP&E because of their importance to the 
Department's consolidated statements.  However, ultimately, Forest Service units were 
unable to provide timely, adequate documentation to support those amounts either. 
 
Forest Service did not have controls in place to ensure the accuracy of reports sent to the 
Treasury.  Additionally, the Agency was not performing timely or complete reconciliations of 
FBWT as required by the TFM.  As a result, there is an increased risk of fraud, waste, and 
abuse related to Forest Service funds.  As of September 30, 2001, the net out-of-balance 
condition between Treasury’s records and the Forest Service general ledger, as reported 
on Treasury’s Report FMS 6652, Statement of Differences, was approximately $91 million 
for disbursements and $152 million for deposits.  Forest Service had not performed 
monthly reconciliations required by the TFM, and continued to work on the September 30, 
2001, reconciliation after we were provided the unaudited financial statements on 
November 15, 2001. 
 
As reported in prior years’ audits, controls over PP&E continued to be deficient, and 
accurate and reliable balances could not be determined for the FY 2001 reporting period.  
Forest Service units did not provide a) timely or adequate documentation to support 
amounts recorded in the subsidiary ledgers, and property feeder systems, including 
INFRA, PROP and EMIS, or b) timely or accurate depreciation expense calculations.  
Interfaces between the general ledger and the subsidiary systems were not working 
properly, and the property subsidiary systems were not accurately computing depreciation 
expenses or accumulated depreciation. 
 
Due to the extent of the limitations noted above, we were not able to satisfy ourselves 
as to the value of Forest Service’s assets, liabilities and net position as of  
September 30, 2001, as well as its net costs, changes in net position, budgetary 
resources, and reconciliation of net costs to budgetary obligations for the FY then ended. 
Therefore, we are unable to express, and we do not express, an opinion on these financial 
statements. 
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This report is intended solely for the information and use of the management of Forest 
Service, OMB, and Congress and is not intended to be and should not be used by anyone 
other than these specified parties. 
 
 
 
JOYCE N. FLEISCHMAN 
Acting Inspector General 
 
February 14, 2002 
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 UNITED STATES DEPARTMENT OF AGRICULTURE 

 OFFICE OF INSPECTOR GENERAL 

Washington, D.C. 20250 

 

REPORT OF THE OFFICE OF INSPECTOR GENERAL 
ON INTERNAL CONTROL STRUCTURE 

 
TO:  Dale Bosworth 

Chief  
Forest Service 

 
We attempted to audit the accompanying financial statements of the Forest Service, as of, 
and for the FY ended September 30, 2001, and have issued our report thereon, dated 
February 14, 2002.  In planning and performing our audit, we considered Forest Service’s 
internal control over financial reporting by obtaining an understanding of the Agency’s 
internal control structure, determined whether internal controls had been placed in 
operation, assessed control risk, and performed tests of controls in order to determine our 
auditing procedures for the purpose of expressing our opinion on the financial statements.  
We limited our internal control testing to those controls necessary to achieve the objectives 
described in OMB Bulletin No. 01-02.  We did not test all internal controls relevant to 
operating objectives as broadly defined by the Federal Managers’ Financial Integrity Act 
(FMFIA) of 1982, such as those controls relevant to ensuring efficient operations.  The 
objective of our audit was not to provide assurance on internal control.  Consequently, we 
do not provide an opinion on internal control. 
 
Our consideration of the internal control over financial reporting would not necessarily 
disclose all matters that might be reportable conditions.  Under standards issued by the 
American Institute of Certified Public Accountants, reportable conditions are matters 
coming to our attention relating to significant deficiencies in the design or operation of the 
internal control structure that, in our judgment, could adversely affect the Agency’s ability to 
record, process, summarize and report financial data consistent with the assertions by 
management in the financial statements.  Material weaknesses are reportable conditions 
in which the design or operation of one or more of the internal control components does not 
reduce to a relatively low level the risk that misstatements in amounts that would be 
material in relation to the financial statements being audited may occur and not be 
detected within a timely period by employees in the normal course of performing their 
assigned functions.  Because of inherent limitations in internal controls, misstatements, 
losses, or noncompliance may nevertheless occur and not be detected.  However, we 
noted certain matters discussed in the following findings involving the internal control and 
its operation that we considered to be reportable conditions and material weaknesses. 
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FINDINGS AND RECOMMENDATIONS 
 
 

CHAPTER 1 

OVERALL FINANCIAL MANAGEMENT CONTROLS 
WERE NOT ADEQUATE TO ENSURE THE 
COLLECTION OF TIMELY, COMPLETE AND 
RELIABLE FINANCIAL INFORMATION 

 
Our review of Forest Service's FY 
2001 financial statements disclosed that internal 
controls over the Agency's financial reporting 
process were not adequate to ensure the 
collection of timely, complete and reliable 

financial information.  Specifically, we could place no reliance on the trial 
balances used to generate the financial statements because Forest Service 
failed to provide us with a single, approved, reliable trial balance taken 
directly from the FFIS general ledger to support the financial statements.  
This occurred because Forest Service management had not established a 
reliable and effective business process to prepare the financial statements.  
Further, we could place no reliance on data in the FFIS general ledger 
because Forest Service made 98,445 entries (debits and credits) to the 
general ledger totaling in excess of $69.4 billion; many of which were 
unsupported, unapproved, or erroneous.   Significant adjustments that were 
not part of a normal yearend closing were made in a very short period of time 
after the end of the FY to compensate for the lack of controls over financial 
reporting throughout the entire year.  (See Finding Nos. 2 and 3.) 
 
Unreliable Trial Balances 
 
We could place no reliance on the trial balances used to generate the 
financial statements because Forest Service failed to provide us with a 
single, approved, reliable trial balance taken directly from the FFIS general 
ledger to support the financial statements.  In fact, Forest Service provided 
us with multiple versions of its trial balance; none of which could be traced 
directly to the statements. 
 
During our review of the unaudited financial statements, Forest Service 
provided us with seven different trial balances to support the statements.  We 
could place no reliance on spreadsheets Forest Service purported to 
represent its general ledger balance because the trial balances provided

FINDING NO. 1 
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were not taken directly from the general ledger and the Agency made 
unsupported changes and inappropriate adjustments to "plug" the accounts 
into balance.  
 
While comparing a detailed trial balance with a summary-level trial balance, 
we noted differences in 41 general ledger accounts that resulted in a net out-
of-balance condition of $6.5 million between budgetary and proprietary 
accounts.  Forest Service officials explained that, while preparing the 
financial statements, they discovered that the budgetary accounts did not 
balance to the proprietary accounts.  Rather than determining the reason for 
the differences, Forest Service made adjustments to the trial balance to 
bring the budgetary and proprietary accounts into balance.  Subsequently, 
the Agency found that 75 general ledger posting entries, totaling almost 
$941 million, were not included in the FFIS data warehouse until after the 
preparation of the financial statements.  The missing transactions were the 
actual cause for budgetary and proprietary accounts not to balance.  As of 
the date of this report, we were unable to identify the specific cause for the 
entries not being posted timely. 
 
Unreliable General Ledger 
 
We could place no reliance on data in the FFIS general ledger because 
Forest Service made 98,445 entries (debits and credits) to the general 
ledger totaling in excess of $69.4 billion.  Many of these significant 
adjustments were unsupported, unapproved, or erroneous, because they  
(1) were not part of a normal yearend closing and (2) were made shortly after 
the end of the FY to compensate for having no controls over financial 
reporting throughout the entire year.   
 
• At the end of the FY, Forest Service made 15,337 entries (debits and 

credits) totaling $11 billion that affected FBWT, many of which were 
made to adjust the general ledger to Treasury records. 
In contrast, the FBWT line item reported on the Consolidated Balance 
Sheet was $3 billion.  We judgmentally selected 
144 adjustments comprising approximately $7.9 billion of the  
$11 billion in debits and credits, and found that 105 of the adjustments 
totaling $4.7 billion were not sufficiently justified by the supporting 
documentation.  Additionally, 29 adjustments, totaling $2.9 billion, had 
no supporting documentation. The unsupported adjustments were 
made because Forest Service had not performed required monthly 
reconciliations of their fund balance accounts.  (See Finding No. 2.) 

 
• We concluded that the adjustments had caused material 

misstatements in some accounts.  For example, Forest Service made 
three adjustments totaling approximately $200 million to increase 
accounts receivable and decrease FBWT in order to "plug" the 
general ledger into agreement with Treasury records, rather than 
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determine the reason for the differences.  We concluded that the 
entries resulted in a $200 million overstatement of Accounts 
Receivable because there was no evidence that any entity or entities 
owed Forest Service this amount.  Supporting documentation 
disclosed that the adjustment would be reversed in FY 2002 and 
further researched.   This condition was also reported in last year’s 
audit when we identified a $261 million overstatement in the Balance 
Sheet line item titled Cash and Other Monetary Assets caused by 
Forest Service’s attempt to adjust FBWT to Treasury records without 
determining the reasons for the differences.  Although Forest Service 
reversed the erroneous entry to Cash and Other Monetary Assets 
during FY 2000, the Agency never researched the differences during 
FY 2001. 

 
• Forest Service did not ensure that large dollar adjustments were 

posted accurately to FFIS.  For example, on August 29, 
2001, Forest Service made two adjustments to balance the FFIS 
general ledger with the INFRA subledger as of September 30, 
2000.  Forest Service intended to decrease the total capitalized value 
in FFIS by almost $1.4 billion and to decrease the accumulated 
depreciation by approximately $1.3 billion.  The purpose of these two 
adjustments was to force FFIS to match INFRA.  However, the 
adjustments entered into FFIS were truncated and the capitalized 
value was only decreased by approximately $14 million and the 
accumulated depreciation only decreased by approximately 
$12.7 million.  Forest Service did not become aware that the 
adjustments were posted incorrectly until December 18, 2001, after 
repeated requests from OIG that the FFIS general ledger be 
reconciled to the INFRA subledger.  

 
• Forest Service overstated accounts receivable and earned revenue 

by approximately $21.7 million by twice entering an adjustment to 
create an unbilled receivable for a reimbursable agreement. 

 
Because of the deficiencies noted above, we could place no reliance on the 
Forest Service's general ledger and trial balance.  Therefore, Forest Service 
should develop and implement a sustainable process to improve financial 
management that incorporates the following recommendations. 
 

Identify key financial and nonfinancial managers 
and staff, at both the Washington Office and 
field locations, whose support is critical to the 
success of financial management improvement 

and make them accountable for improving financial management. 
 

RECOMMENDATION NO. 1 
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Provide training to change the Agency’s culture 
in order to make financial management 
improvement an Agency-wide priority.  Educate 
nonfinancial managers on how to use financial 

information to improve operational planning and decision-making. 
 

To establish a reliable and effective business 
process for preparing the financial statements, 
identify all major functions performed by the 
financial management team (e.g., FBWT, 

accounts receivable).  For each major function, develop and implement 
written procedures to establish management controls and efficient business 
processes over all financial activities, including adjustments to the general 
ledger. 
 

Prepare financial statements from a single, 
official trial balance that has been verified for 
accuracy and approved by Forest Service 
management. 

 
Establish a procedure to validate that the 
general ledger is in balance for budgetary and 
proprietary accounts and includes all recorded 
transactions prior to preparing yearend financial 

statements. 
 

Ensure that all accounting adjustments are 
adequately supported and have been reviewed 
and approved by Forest Service management. 
Adjustments should be supported by 

documentation sufficient to enable auditors to independently verify that the 
transactions are proper. 
 

Ensure that all system deficiencies are 
documented, forwarded to the system owner 
and monitored for correction. 
 

RECOMMENDATION NO. 2 

RECOMMENDATION NO. 3 

RECOMMENDATION NO. 4 

RECOMMENDATION NO. 5 

RECOMMENDATION NO. 6 

RECOMMENDATION NO. 7 
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CHAPTER 2 CONTROLS WERE NOT SUFFICIENT TO 
SAFEGUARD ASSETS 

 
We found that controls were not sufficient to safeguard assets.  Internal 
control improvements are needed for FBWT and PP&E to ensure that Forest 
Service assets are adequately safeguarded.  Internal controls over the 
safeguarding of assets relates to the prevention or timely detection of 
unauthorized transactions and unauthorized access to assets that could 
result in losses that are material to the financial statements.  Good internal 
controls are necessary to help prevent or detect material losses that could 
result from unauthorized acquisition, use, or disposition of assets.  
 
Forest Service’s Consolidated Balance Sheet, as of September 30, 
2001, reported total assets of approximately $8.48 billion.  The total FBWT 
and PP&E comprise a combined total of $7.95 billion or 94 percent of 
Forest Service total assets. 

 
We have reported since 1992, and continue to 
report this year, that the Forest Service’s FBWT 
accounts have not been properly reconciled 
with Treasury records.  We attribute the FY 
2001 deficiencies to Forest Service's failure to 

establish and/or follow adequate internal control and business processes, 
and not assigning sufficient, knowledgeable staff to this task.  Forest 
Service's balance sheet, as of September 30, 2001, reported total FBWT of 
approximately $3 billion; 35 percent of its total assets.  We extended our 
review of FBWT until January 31, 2002, but as of that date, we were still 
unable to determine the correct FBWT amount. 
 
The FBWT account is an asset account representing the future economic 
benefit of monies that can be spent for authorized purposes.  Forest Service 
accumulates its fund balance from numerous disbursement and receipt 
transactions, which are recorded in its Standard General Ledger (SGL) and 
related sub accounts.  Forest Service is required to report monthly its 
disbursement and receipt activities to Treasury on a  
SF 224, Statement of Transactions.  Treasury then takes this report and 
compares the data against comparable data submitted by financial 
institutions and Treasury Regional Finance Centers, and notifies Forest 
Service of any differences on a Statement of Differences Report (FMS 
6652).  Forest Service is then required to investigate and reconcile these 
differences, and report any required adjustments.  Additionally, Treasury 
reports to Forest Service its month-end account balance on an Undisbursed 
Appropriation Account Ledger (FMS 6653).  Forest Service must also 
reconcile its FBWT accounts to this closing balance. These reconciliations 

FINDING NO. 2 

 



 

 

 

USDA/OIG-A/08401-12-At Page 10  
 

 

and verifications of financial information are critical internal controls that 
ensure the integrity of the Forest Service’s accounting system.  Although 
there are several reports and forms used by Forest Service and Treasury in 
the reconciliation process, the most critical are the SF 224 and the FMS 
6652. 
 
Prior to April 2000, Forest Service shared functions with the National 
Finance Center (NFC) for reconciling its FBWT.  Since then, Forest Service 
has assumed sole responsibility for this function. However, when Forest 
Service assumed this responsibility, it did not establish and/or follow 
required processes and controls to ensure that the reconciliations were done 
timely and properly, and that reports to Treasury were accurate.  This 
breakdown of management control is illustrated by the following examples. 
 
• As of January 31, 2002, Forest Service had not resolved  

FY 2001 FBWT transaction differences of $152 million in deposits 
and $91 million in disbursements between its records and Treasury’s 
records as reflected on the FMS 6652 report. 

 
• Forest Service did not accurately report all activity on its SF 224 to 

Treasury because it did not routinely reconcile the SF 224 to its 
general ledger.  Specifically, throughout FY 2001, it did not report a 
total of 139,697 collection and disbursement transactions on the  
SF 224’s.  These transactions totaled $18.4 million. 

 
• Forest Service did not reconcile differences of $26.4 million between 

the FMS 6653, Appropriation Account Ledger, and its general  
ledger, and differences of $82 million between the FMS 
6655, Receipt Account Ledger, and its general ledger. 

 
Differences on the FMS 6652 Report were not resolved. 
 
Forest Service did not adequately resolve differences on the  
FMS 6652 report.  Forest Service had not performed required monthly 
reconciliations during the FY and had not adequately investigated and 
cleared the differences as of the end of our fieldwork.  Since assuming the 
responsibility for the reconciliations in April 2000, Forest Service had not 
assigned sufficient, knowledgeable staff to complete the reconciliations.  
Even though we have reported the lack of adequate reconciliations as a 
material internal control deficiency for several years, Forest Service 
management failed to properly monitor the reconciliation process, 
underestimated the resources needed to accomplish this critical task, and 
did not ensure that appropriate corrective actions were taken throughout FY 
2001. 
 
A November 29, 2001, letter to Forest Service from Treasury Financial 
Management Service’s Cash Analysis Branch expressed concern that 
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Forest Service had not cleared unreconciled Statements of Differences for 
six or more months. The letter emphasized that 
 

Timely reconciliation guards the Government’s cash assets 
from waste, fraud and abuse.  Timely reconciliation assures 
that your agency is properly managing the budget authority 
granted by Congress and reduces the Treasury’s need to 
borrow from the public. 

 
Treasury also offered to provide training or long-term on-site assistance to 
Forest Service in performing the reconciliations. 
 
During FY 2000, the U.S. Department of Agriculture implemented a new 
reconciliation tool, ACRWS, to support the Department's cash reconciliation 
efforts. Detailed transactions from the FFIS general ledger and from 
Treasury’s Government On-line Accounting Link System (GOALS) are 
loaded into ACRWS, and matched to produce listings of unmatched 
collection and disbursement transactions so that the Agency can more 
efficiently identify and research the reasons for the differences reported on 
the FMS 6652.  Implementation issues involving the set up and use of 
ACRWS hampered Forest Service’s reconciliation efforts.  According to 
Agency officials, data downloaded to ACRWS during FY 2001 was not 
timely, accurate, and complete for the following reasons. 
 
• For the first three months of the FY, Forest Service did not have 

security clearances to download data from GOALS.  NFC had 
downloaded Treasury information from GOALS for Forest Service 
during those three months.  However, the data files were overwritten 
before the information was loaded into ACRWS. 

• Nightly download files from the general ledger were not always 
created. 

• Transmission errors occurred while the data was being downloaded 
from the general ledger. 

• Periodically, download routines would crash, and the database 
administrators would not always restart the downloads properly (i.e., 
steps in the download were skipped). 

 
The lack of accurate and complete data in the ACRWS tool impeded Forest 
Service’s ability to identify and timely correct differences between their 
records of collections and disbursements and Treasury records.  If Forest 
Service had established quality assurance checks to reconcile data 
downloaded to ACRWS with fund balance accounts in the general ledger, 
the Agency would have discovered that all transactions had not been 
downloaded from FFIS to ACRWS.  
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All activity was not reported to Treasury on the SF 224 
 
Forest Service did not ensure that all collection and disbursement activity 
was accurately reported to Treasury during FY 2001.  This occurred because 
Forest Service had not established procedures to routinely reconcile fund 
balance accounts in the general ledger with data downloaded into journals 
used to prepare the SF 224 report.  The downloads from the FFIS general 
ledger to the SF 224 journals are performed using the same software routine 
as downloads from the general ledger to ACRWS.  Therefore, the same 
issues that caused inaccurate and incomplete downloads from the FFIS 
general ledger to ACRWS also caused the SF 224 reports to be inaccurate 
and incomplete.  As a result, Forest Service failed to report 
139,697 collection and disbursement transactions totaling $18.4 million to 
Treasury during FY 2001.  If reconciliations had been performed, Forest 
Service would have discovered the errors before reporting to Treasury. 
 
Amounts on the FMS 6653 and FMS 6655 reports were not reconciled to the 
general ledger. 
 
Forest Service did not reconcile differences of $26.4 million between the 
FMS 6653, Appropriation Account Ledger, and its general ledger, and 
differences of $82 million between the FMS 6655, Receipt Account Ledger, 
and its general ledger.  These reconciliations are also required by Treasury, 
and serve important functions. 
 

• Reconciliations between the FMS 6653 and the Agency’s 
general ledger are important to help identify spending 
transactions originating from other agencies’ that impact 
Forest Service’s FBWT.   

• Reconciliations between the FMS 6655 and the Agency’s 
general ledger are important to help ensure that all of Forest 
Service’s collections and deposits are properly recorded. 

 
The lack of reconciliations between the Agency’s general ledger and the 
FMS 6653 and FMS 6655 reports also hinders the Forest Service’s ability to 
effectively monitor its budgetary resources and allocate the resources to 
program operations. 
 

Develop and implement written procedures for 
performing routine reconciliations as required 
by Treasury. 
 
Assign sufficient, knowledgeable staff to 
perform the reconciliations. Accept Treasury's 
offer to provide training and assistance with the 
FBWT reconciliation process. 

 

RECOMMENDATION NO. 8 

RECOMMENDATION NO. 9 
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Establish quality control checks to ensure that all 
collection and disbursement transactions in the 
general ledger are reported to Treasury on the 
SF 224 reports and loaded to ACRWS. 

 
As reported in prior years’ audits, controls over 
general property, plant and equipment were 
deficient to the extent that accurate balances 
could not be determined.  The control weakness 
continued for the FY 2001 reporting period.  

Forest Service units did not have adequate documentation to support 
amounts recorded in the property inventory feeder systems including INFRA, 
PROP, and EMIS, and the subsidiary ledgers were not providing timely or 
accurate depreciation expense calculations.  Interfaces between the general 
ledger and the subsidiary systems were not working properly, and the 
Agency had not performed timely reconciliations between the general ledger 
and subsidiary systems to ensure the accuracy of amounts recorded on its 
financial statements.  Even though much effort has been placed in attempting 
to improve the recording and reporting of property assets, we continue to find 
deficiencies in Forest Service’s controls over recording and reporting asset 
values to the extent that we cannot opine on, but do question, the accuracy of 
the $4.96 billion value reported on the September 30, 2001, balance sheet 
for general property, plant, and equipment. 
 
As of September 30, 2001, Forest Service reported on its balance sheet 
general property, plant, and equipment values totaling $4.96 billion or 
58 percent of total assets.  Of the $4.96 billion, real property assets were 
valued at $4.4 billion and personal property assets at $553 million.   
 
Real Property Assets 
 
Forest Service accounts for real property as either individual items such as a 
single building or pools of like assets such as roads.  Our review of the 
pooled and individual asset account balances as of September 30, 
2001, disclosed (1) values for many assets were not properly supported,  
(2) material differences between values recorded in the general ledger and 
those recorded in the property inventory records were not reconciled and 
properly adjusted, (3) material negative book balances were not investigated 
to determine their causes and to correct the account balances, and 
(4) values for pre-1995 pooled assets were duplicated.  Because of 
thedeficiencies, we question the accuracy of the $4.4 billion value for real 
property assets as reported on the September 30, 2001, balance sheet. 
 

RECOMMENDATION NO. 10 

FINDING NO. 3 
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Pooled assets - During FY 2000, Forest Service, in cooperation with OIG, 
developed a methodology for valuing pre-FY 1995 road cost.  Forest Service 
developed cost matrices to estimate road prism and surfacing costs.  Our 
review of the FY 2000 financial statements found that the cost matrices were 
supportable and properly applied to roads constructed prior to FY 
1995; therefore, the values recorded for pre-FY 1995 assets were reliable.  
However, this year's audit revealed that the pre-FY 1995-pooled assets were 
overstated by at least $570 million (capitalized value).  Forest Service's 
accounting practices provides for charging road costs to the road prism, 
road surfacing, or minor culverts accounts.  Because minor culverts are 
considered part of road prism/surface cost, the accounting practice calls for 
closing out, at yearend, the minor culvert costs to one of the other two 
accounts as appropriate.  Although the $570 million was divided, as 
appropriate, and transferred to the other two accounts, Forest Service 
overlooked closing (zeroing) out that amount from the minor culverts account 
resulting in a duplication of capitalized costs and overstatement on the 
balance sheet. 
 
In this year's audit, we found that the values for some roads constructed 
during and after FY 1995 were not adequately supported.  At 35 Forest 
Service units visited, auditors judgmentally selected the year with the largest 
expenditures for road prism, road surfacing, and culverts.  As of January 31, 
2002, the units were not able to provide supporting documentation for almost 
$6 million (15 percent) of the $40.5 million in costs recorded for the selected 
years.  For example, one National Forest had erroneously capitalized 
$1.6 million received in FY 1997 for repair and replacement of road culverts 
damaged during a flood.  However, repairs were not made, and this money 
was not used, as of our fieldwork in September 2001. 
 
Individual Real Property Assets - Our prior audits of Forest Service’s 
financial statements dating back to FY 1992 have reported longstanding 
deficiencies in values recorded for individual real property assets.  Such 
assets consist of Buildings, Administrative Sites, Recreation 
Sites, Improvements to Recreation Sites, Dams, and Utility Systems. 
In FY 1996, Forest Service and OIG worked together to determine ways to 
value assets for which no documentation existed to support the costs.  The 
assets may have been acquired decades ago and their cost either was 
never documented or documentation was not retained.  A hierarchy was 
developed for property acquired prior to FY 1995 so that it could be valued 
utilizing acceptable information in prior Forest Service accounting records or 
utilizing valid appraisals or cost estimates.  Actual documentation was 
required for assets acquired during or after FY 1995.  However, our financial 
statement audits for FY’s 1997 through 2000 disclosed that the Forest 
Service field units were not following the documentation requirements and 
that the Agency’s records still contained significant errors and many values 
were not supported with sufficient documentation. 
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To evaluate the propriety of the reported property value as of September 30, 
2001, we statistically sampled 400 individual real property assets recorded 
in the property inventory system.  An additional sample of 187 assets was 
randomly selected during field visits to check back to the property inventory 
records to evaluate completeness of the records.  Of the total 587 sampled 
assets, we questioned the values associated with 288.  For 
example, the auditors sent 107 of the 288 questioned sample assets to 
independent appraisers for valuation because there was no documentation 
to support the values or the documentation provided obviously misstated the 
assets' values.  Because of the extent of valuation errors, and lack of reliable 
information, we could not determine the effect on the balance sheet at the 
completion of fieldwork. 
 
Our analysis of the INFRA real property inventory universe provided on 
January 3, 2002, revealed 587 assets with negative book values of almost 
$20 million.  Therefore, the total net book value of the real property assets 
was understated by $20 million on the balance sheet. Forest Service had not 
performed analyses on the property records to determine the cause of the 
irregularities.  Therefore, proper adjustments to the inventory account 
balances were never made. 
 
We also found inaccurate reporting for Construction in Progress (CIP) of real 
property assets.  Forest Service reported, as of September 30, 
2001, $47 million as CIP.  Forest Service provided us a reconciliation 
showing $23 million recorded in INFRA as CIP as of September 30, 
2001.  Our analysis of the INFRA data showed only $15 million recorded in 
CIP.  On February 6, 2002, Forest Service advised us that they were unable 
to provide a firm CIP value.  The difference occurred because Forest Service 
units had improperly (1) established job codes to capture CIP costs, 
(2) included reconstruction of individual real property assets as CIP, 
(3) included pooled assets such as road costs as CIP, and (4) recorded CIP 
costs directly into an asset account even though the assets had not been 
placed into service. Also, a posting model error in FFIS resulted in some CIP 
transactions not being fed from FFIS into the INFRA subledger. 
 
Personal Property Assets 
 
Forest Service had not reconciled values in its personal property feeder 
systems with the FFIS general ledger and made necessary adjustments.  
When reconciliations were attempted in December 2001, the Agency found 
significant differences between the EMIS and PROP feeder systems and 
FFIS.  These out-of-balance conditions were not fully reconciled and properly 
adjusted.  Therefore, we question the accuracy of the $553 million value for 
personal property reported on the September 30, 2001, balance sheet. 
 
Personal property assets consisted of primarily vehicles and computer 
equipment.  Forest Service records its personal property in one of two 



 

 

 

USDA/OIG-A/08401-12-At Page 16  
 

 

systems, PROP for General Fund property or EMIS for Working Capital Fund 
Property (e.g., vehicles, nursery assets, and computer systems).  PROP and 
EMIS are subsystems of the Property Management Information System that 
integrates fiscal accounting with property accountability. PROP and EMIS 
were interfaced with FFIS during FY 2000, so that all Agency financial data 
would be reflected in one system. 
 
After repeated requests from OIG for the PROP and EMIS reconciliations, 
Forest Service identified the following differences between the property 
systems and general ledger that had not been resolved and adjusted as 
necessary. 
 
• EMIS had over $57 million more in capitalized value and 

$62 million more in accumulated depreciation than was recorded in 
FFIS. 

• NFC reconciliations disclosed that there were other differences 
between PROP and FFIS.  PROP showed $4 million more capitalized 
value than FFIS for equipment and $10.3 million less in capitalized 
value than FFIS for software.  The reconciling differences (absolute 
value of $86 million) were due to (1) duplicate recording, (2) not 
recording assets in one of the systems, and (3) use of incorrect 
document types. 

 
We also found that 30 aircraft acquired as Heritage Assets were improperly 
recorded in the general ledger at a capitalized value of approximately 
$11.8 million, with a book value of approximately $5.4 million.  Values should 
not be recorded for Heritage Assets. 
 

Prior to preparing the balance sheet  
perform frequent analyses of property records to 
identify abnormal book balances and make 
necessary corrections. 

 
Reconcile differences between property 
inventory records and the general ledger 
routinely and make necessary fiscal 
adjustments. 

 
Update property procedures and the desk guide 
to include current standard accounting 
requirements and ensure staff is properly 
trained. 

 
 

RECOMMENDATION NO. 11 

RECOMMENDATION NO. 12 

RECOMMENDATION NO. 13 
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This report is intended solely for the information and use of the management of Forest 
Service, the OMB and Congress and is not intended to be and should not be used by 
anyone other than these specified parties. 

 
 
 
 

JOYCE N. FLEISCHMAN 
Acting Inspector General 
 
February 14, 2002 
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 UNITED STATES DEPARTMENT OF AGRICULTURE 

 OFFICE OF INSPECTOR GENERAL 

Washington, D.C. 20250 

 
 

REPORT OF THE OFFICE OF INSPECTOR GENERAL 
ON COMPLIANCE WITH LAWS AND REGULATIONS 

 
TO:  Dale Bosworth 
 Chief  
 Forest Service 
 
We attempted to audit the accompanying financial statements of the Forest Service as of 
and for the FY ended September 30, 2001, and have issued our report thereon dated 
February 14, 2002. 
 
The management of Forest Service is responsible for compliance with laws and 
regulations applicable to the Department.  As part of obtaining reasonable assurance 
about whether the Principal Financial Statements are free of material misstatement, we 
performed tests of Forest Service’s compliance with certain provisions of laws and 
regulations, noncompliance with which could have a direct and material effect on the 
determination of financial amounts and certain other laws and regulations specified in 
OMB Bulletin 01-02, including the requirements referred to in the FFMIA of 1996.  We 
tested compliance with:  
 
• Antideficiency Acts of 1906 and 1950; 
• Budget and Accounting Procedures Act of 1950; 
• Chief Financial Officers Act of 1990, as amended; 
• Debt Collection Improvement Act (DCIA) of 1996; 
• Federal Financial Management Improvement Act of 1996; 
• FMFIA of 1982; and 
• Government Performance and Results Act of 1993. 
 
As part of the audit, we reviewed management's process for evaluating and reporting on 
internal control and accounting systems, as required by the FMFIA, and compared the 
Forest Service's most recent FMFIA report, with the evaluation we conducted of the Forest 
Service's internal control structure.  Providing an opinion on compliance with certain 
provisions of laws and regulations was not an objective of our audit, and accordingly, we 
do not express such an opinion. 
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Under FFMIA, we are required to report whether the Forest Service's financial 
management systems substantially comply with (1) the Federal Financial Management 
System Requirements, (2) applicable accounting standards, and (3) the SGL at the 
transaction level.  To meet this requirement, we performed tests of compliance with FFMIA, 
Section 803(a). 
 
The results of our tests disclosed instances, described in our "Findings and 
Recommendations" section, where the Forest Service's financial management systems, 
as a whole, did not substantially comply with two of the three requirements in the preceding 
paragraph.  Our review did not disclose any material instances of noncompliance with the 
SGL at the transaction level. 
 
Material instances of noncompliance are failures to follow requirements, or violations of 
prohibitions, contained in law or regulations that cause us to conclude that the aggregation 
of the misstatements resulting from those failures or violations is material to the financial 
statements, or the sensitivity of the matter would cause it to be perceived as significant by 
others.  The results of our tests of compliance with the laws and regulations described in 
the preceding paragraphs exclusive of FFMIA disclosed instances of noncompliance that 
are required to be reported under Government Auditing Standards and OMB Bulletin 
01-02.  Material instances of noncompliance noted during our audit are presented in the 
"Findings and Recommendations" section of this report. 
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FINDINGS AND RECOMMENDATIONS 

 

CHAPTER 3 FINANCIAL SYSTEMS DID NOT FULLY COMPLY 
WITH FFMIA REQUIREMENTS 

 
Forest Service’s financial systems did not 
substantially comply with the FFMIA because 
they did not (1) provide for the collection of 
timely, complete, and reliable financial 
information; (2) provide for adequate Agency 

management reporting; (3) adequately support governmentwide or Agency-
level policy decisions; (4) efficiently or effectively facilitate the preparation of 
financial statements, or other financial reports in accordance with Federal 
accounting and reporting standards; or (5) provide a complete audit trail to 
facilitate audits. 
 
The FFMIA of 1996 was passed to improve Federal financial management 
by ensuring that financial management systems could provide reliable, 
consistent disclosure of financial data.  FFMIA requires each Agency to 
implement and maintain systems that comply substantially with: 
 
• Federal financial management system requirements, 
• Applicable Federal accounting standards, and 
• SGL at the transaction level. 
 
FFMIA requires, among other things, that agencies implement and maintain 
financial management systems that substantially comply with federal financial 
management system requirements.  These requirements are detailed in the 
Financial Management Systems Requirements series issued by the Joint 
Financial Management Improvement Program and in OMB Circular 
A-127, Financial Management Systems, and OMB’s Implementation 
Guidance for the FFMIA, issued September 9, 1997. 
 
The financial management systems in the Federal Government must be 
designed to support the vision articulated by the Government’s financial 
management community.  This vision requires financial management 
systems to support the partnership between program and financial  
managers and to assure the integrity of information for decision-making and 
measuring of performance, including the ability to: 
 

FINDING NO. 4 
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• Collect accurate, timely, complete, reliable, and consistent 
information; 

 
• Provide for adequate Agency management reporting; 
 
• Support governmentwide and Agency level policy decisions; 
 
• Support the preparation and execution of Agency budgets; 
 
• Facilitate the preparation of financial statements, and other financial 

reports in accordance with Federal accounting and reporting 
standards; 

 
• Provide information to central agencies for budgeting, analysis, and 

governmentwide reporting, including consolidated financial 
statements; and 

 
• Provide a complete audit trail to facilitate audits. 
 
Collection of Timely, Complete, and Reliable Information 
 
Because Forest Service management had not established a reliable and 
effective business process to prepare the financial statements, and because 
material unsupported, unapproved, or erroneous yearend adjustments were 
made to compensate for the lack of controls over financial reporting 
throughout the year, the Agency could not generate timely, complete, and 
reliable financial information.  (See Finding No. 1.)  As a result, the financial 
statements are unreliable.  
  
Adequate Agency Management Reporting 
 
Forest Service had not established procedures to facilitate adequate 
Agency management reporting.  As a result, the Agency did not accurately 
report all disbursement and collection activity on the Treasury  
SF 224, Statement of Transactions, reports and did adequately resolve and 
report back on whether Treasury needed to make adjustments based on the 
FMS 6652, Statement of Differences.  (See Finding No. 2.) 
 
Additionally, the General Accounting Office (GAO), based on a request from 
a member of Congress, had prepared a response, dated September 21, 
2001, stating that GAO was “precluded from making an accurate 
determination of the total federal costs associated with timber sales program 
for fiscal years 1998 and 1999”, because of “serious accounting and 
financial reporting deficiencies” that existed at Forest Service during that 
period.  The report pointed out that OIG had not been able to render an 
opinion on the Agency’s annual financial statements because its financial 
systems did not produce timely and reliable financial management 
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information.  As reported in Finding Nos. 1 through 3 of this report, those 
conditions still exist. 
  
Support of Governmentwide or Agency-Level Policy Decisions 
 
Forest Service was not performing timely or complete reconciliations of the 
differences on the FMS 6652 for FBWT as required by Treasury.   As 
Treasury officials pointed out in a November 29, 2001, letter to Forest 
Service:  “Timely reconciliation assures that your Agency is properly 
managing the budget authority granted by Congress and reduces the 
Treasury’s need to borrow from the public.”  Additionally, the lack of 
reconciliations between the agency’s general ledger and the  
FMS 6653 and FMS 6655 reports hinders the Forest Service’s ability to 
effectively monitor its budgetary resources and allocate the resources to 
program operations.  (See Finding No. 2.) 
 
GAO’s September 21, 2001, response regarding the timber sales program 
also pointed out that there is a need for an accurate accounting of timber 
costs to help ensure proper program management and accountability and to 
serve as a basis for estimating future costs when preparing budgets, and 
Forest Service had in the past produced the reports based on responses to 
the directions and expectations of certain committees in Congress. 
 
Efficiently and Effectively Facilitate the Preparation of Financial Reports 
 
Forest Service had not timely performed analyses and reconciliations 
necessary to ensure the accuracy of amounts recorded in the general ledger, 
recorded in subsidiary (detailed) ledgers, or amounts reported to the 
Treasury.  We could place no reliance on the trial balances used to generate 
the financial statements because Forest Service was unable to provide us 
with a single, approved reliable trial balance taken directly from the FFIS 
general ledger to support the financial statements.  Additionally, we could 
place no reliance on data in the FFIS general ledger because Forest Service 
made material unsupported, unapproved, and erroneous adjustments at 
yearend to compensate for the lack of controls over financial reporting 
throughout the entire year.  (See Finding No. 1.) 
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Complete Audit Trail  
 
Forest Service did not provide sufficient documentation to allow OIG to trace 
trial balance summary totals back to originating general ledger account 
balances. 
 
All issues discussed in this finding have been discussed and related 
recommendations made, in our Report on Internal Control Structure. 
 

 
This report is intended solely for the information and use of the management of Forest 
Service, the OMB and Congress and is not intended to be and should not be used by 
anyone other than these specified parties. 

 
 
 

JOYCE N. FLEISCHMAN 
Acting Inspector General 
 
February 14, 2002 
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