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Subject:  Report on Department of the Interior Consolidated Financial Statements for
Fiscal Year 1995

In accordance with the Chief Financial Officers Act of 19910, we audited the Department of the
Interior's consolidated financial statements for the fiscal vear ended September 30, 1095, ag
contained in the accompanying Department's "Annual Report - Fiscal Year 19957 Thess
consolidated financial statements ane the responsibility of the Departiment of the Interior, and our
responsibility 1s o express an opinion, based on our audit, en these conselidated financial
statements, We did nat, however, sudic $12.9 billion, ar approximately one half of the amaunt,
reparted for property, plant, and equipment. Management’s assertions abont the reasonableness
of these amounts were examined by other avditors, whoese reports were provided to us, and cur
opinion o it relates w the neasonableness of the reported balances for property, plant, and
equipment is hased solely on the reports of the other auditors. In addition, as discussed in Note |
to the Nnancial slatements, the accompanying consolidated fmancial statements do nol include
certain conservation trust finds with assets of approximately 13 billion that are held by the 1.5,
Treasury and the finanzial statements of the Indian Trust Funds, The Indian Trust Funds are
gdministered, accounted for, and maintzined by the Burcaw of Indian Affairs on behalf of Mative
American tribes and individuals, The financial statements gre being audited by & privale
accounting firm and will he issued scparately.

Owr audit, which was completed on July 2, 1906, was conducted in accordance with the
"Crovernment Auditing Standards,” issoed by the Comptroller General of the United States, and
OMMice of Management and Budger Bulletin 92-06, "Audit Requirements for Federal Financial
Statements.” These audil standards require that we plan and pertorm the audit 1o obtain reasonalle
assurance as o whether the accompanying financial statements are teee of material misstatement.
A audit includes examining, on & sl bazsis, evidence supparting the amounts and disclosurzs in
the financial statements and notes, An audis alse includes assessing the accounting principles nsed
and significant estimates made by management,  We belicve that cur audit wark provides a
reasonahle hasis for our opinion,

The Otfice of Inspector General 15 nol independent with respect Lo ameunts relating 1o its financial
operations that are included in the consolidated financial siotements. However, the OfTee of
Inspector General’s financial operations sepresent less than one tenth of one percent ol the
Department’s consalidated assets, labilities, financing sources. and op2rating expenses.
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We Tound that except for the amounts reported for property, plant, and cquipment and the
cumnulative results of operations, as discussed Below, the financial statements and accompanying
noles present Tairly the Department’s assets, lizbilities, and net position; expenses and revenues;
collections and disposition of collections; and changes in net position. We alse found that these
Onencial statements are presented in conformity with the accounting standasds and policies
deseribed in the notes to the financial statements, The fiscal vear 1994 consolidated financial
slatements, as contained in the accompanying Department's "Annual Repert - Fiscal Year 1995."
weere nol audited by ws, Accerdingly, we do not express an opinien an them.

W were unable to audit the amoonts reported for property, plant, and equipment and the effect
that this property has on the comulative results of operations because the information and records
were not available to support and substantiate £3.5 billion of the $25 billios reported Tor property,
plant, and equipment, [n addition, the material differences between the amounts reported in the
subsidiary records and the related general ledger accounts were not reconciled.

Ag part of our audit, we evaluated the internal control stroctures of the 12 operating entities that
make up the Department and tested their compliance with selected provisions of laws and
regulations, and we reviewed the financial information presented in the Department’™s overview.,
Wi also revicwed the most recent report required by the Federal Managers' Financial Integrity
Act of 1982 and compared 11 with the results of our evaluation of the internal control structure,
However, because of inherent limitations in any syslem of internal controls, losses,
noncompliance. or misstatements may occur and not be detected. We also caution that projecting
our evaluations to futere perieds is subject to the risk that controls or the degree of compliance
with the controls may diminish.

Except as discussed below, we found that the internal control structure in effect on September 34,
1993, was sufficient o safovard assets against loss from unauthorized use or dispozition; ensure
thar fransactions were properly recorded, processed, and summarized: and provide reasonable
assurance that any losscs, noncempliance, or misstatements that are material to the financial
statements would be detected, [n addition, except as discussed below, we found that there were
no material instances of noncemplisnce with sclected provisions of lvws and regulations that we
tested, and nothing came to our attention in the course of our other audit work o indicate that
material noncompliancs with such provisions acourred.  Further, we found thal the lnancial
mfrmaltion in the overview relating o the financial statements 15 consistent with the information
presented in the Onancial stalements.

During our awdit, we noted that: (1) certain internal controls were not sufficient to ensurg that the
differences between the amounms reported in the subsidiare records and the relared peneral ledeer
accounts for property, plans, and equipment were reconciled and that nocessary adjustments were
made; (2] contrals had not keen established to ensure that intraburean transections were identified
and adjusted o provent the duplicate reporting of the tansactions in the fimancial statements; and
(31 aworking cepital fund’s policies and procedores were not adequate 1o enable management ta
properly monitor the financial perfonnance of the various activities in order to control and ensure
compliance with the requirements regarding cost recovery, capital investment plans, rate setting,
and the use of funds that are cverrceovered, Since our reports on the individval buresus’ financial
statements included recommendations to correct these delciencies, we are not making any
additicnal recommendations to the Department.

Except as mentioned in the previous paragraph, our review of prior Cifice ol Inspector General
and General Accounting OMice awdit reports disclosed that there were no significant unreselved
recommendations that alTected the Departrment’s conscelidated financial statements.
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