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ToTo thethe ChiefChief FinancialFinancial OfficerOfficer
U.S.U.S. DepartmentDepartment ofof State:State:

UnderUnder generallygenerally acceptedaccepted auditingauditing standards,standards, auditorsauditors areare encouragedencouraged toto reportreport onon
"significant"significant deficienciesdeficiencies inin thethe designdesign oror thethe operationoperation ofof thethe internalinternal controlcontrol structurestructure that,that, inin thethe
auditor'sauditor's judgment,judgment, couldcould adverselyadversely affectaffect thethe organization'sorganization's abilityability toto record,record, process,process,
summarize,summarize, andand reportreport financialfinancial datadata consistentconsistent withwith thethe assertionsassertions ofof managementmanagement inin thethe
financialfinancial statements."statements." InIn addition,addition, auditorsauditors areare encouragedencouraged toto report,report, inin aa separateseparate managementmanagement
letter,letter, lessless materialmaterial issues.issues.

InIn performingperforming anan auditaudit ofof thethe DepartmentDepartment ofof State'sState's (Department)(Department) restatedrestated ConsolidatedConsolidated
BalanceBalance Sheets,Sheets, restatedrestated ConsolidatedConsolidated StatementsStatements ofof NetNet Cost,Cost, restatedrestated ConsolidatedConsolidated StatementsStatements
ofof ChangesChanges inin NetNet Position,Position, CombinedCombined StatementsStatements ofof BudgetaryBudgetary ResourcesResources andand restatedrestated
CombinedCombined StatementsStatements ofof FinancingFinancing asas ofof andand forfor thethe yearsyears endedended SeptemberSeptember 30,200630,2006 andand 2005,2005,
wewe consideredconsidered thethe Department'sDepartment's internalinternal controlcontrol inin determiningdetermining thethe nature,nature, timing,timing, andand extentextent ofof
thethe auditaudit teststests appliedapplied inin connectionconnection withwith ourour audit.audit. Additionally,Additionally, inin accordanceaccordance withwith OfficeOffice ofof
ManagementManagement andand BudgetBudget (OMB)(OMB) BulletinBulletin No.No. 06-03,06-03, AuditAudit Requirements/orRequirements for FederalFederal FinancialFinancial
Statements,Statements, forfor thosethose significantsignificant internalinternal controlcontrol policiespolicies andand proceduresprocedures thatthat werewere properlyproperly
designeddesigned andand placedplaced inin operation,operation, wewe performedperformed sufficientsufficient teststests toto justifyjustify aa lowlow assessedassessed levellevel ofof
controlcontrol riskrisk consistentconsistent withwith StatementStatement onon AuditingAuditing StandardsStandards No.No. 55,55, promulgatedpromulgated byby thethe
AmericanAmerican InstituteInstitute ofof CertifiedCertified PublicPublic Accountants.Accountants. OurOur considerationconsideration ofof internalinternal controlcontrol diddid notnot
entailentail aa detaileddetailed studystudy andand evaluationevaluation ofof anyany ofof itsits elementselements andand waswas notnot mademade forfor thethe purposepurpose ofof
makingmaking detaileddetailed recommendationsrecommendations oror evaluatingevaluating thethe adequacyadequacy ofof thethe internalinternal controlscontrols toto preventprevent
oror detectdetect allall errorserrors andand irregularities.irregularities.

TheThe Department'sDepartment's managementmanagement isis responsibleresponsible forfor establishingestablishing andand maintainingmaintaining internalinternal
control.control. InIn fulfillingfulfilling thisthis responsibility,responsibility, estimatesestimates andand judgmentsjudgments byby managementmanagement areare requiredrequired toto
assessassess thethe expectedexpected benefitsbenefits andand relatedrelated costscosts ofof internalinternal controlcontrol policiespolicies andand proceduresprocedures..



TheThe objectivesobjectives ofof internalinternal controlcontrol areare toto provideprovide managementmanagement withwith reasonable,reasonable, butbut notnot
absolute,absolute, assuranceassurance thatthat assetsassets areare safeguardedsafeguarded againstagainst lossloss fromfrom unauthorizedunauthorized useuse oror dispositiondisposition
andand thatthat transactionstransactions areare executedexecuted inin accordanceaccordance withwith management'smanagement's authorizationauthorization andand recordedrecorded
properlyproperly toto permitpennit thethe preparationpreparation ofof financialfinancial statementsstatements inin accordanceaccordance withwith thethe comprehensivecomprehensive
basisbasis ofof accountingaccounting describeddescribed inin OMBOMB BulletinBulletin No.No. A-136,A-136, FinancialFinancial ReportingReporting Requirements.Requirements.

BecauseBecause ofof inherentinherent limitationslimitations inin anyany internalinternal controls,controls, errorserrors oror irregularitiesirregularities maymay occuroccur
andand notnot bebe detected.detected. Also,Also, projprojectionection ofof anyany evaluationevaluation ofof internalinternal controlcontrol toto futurefuture periodsperiods isis
subjsubj ectect toto thethe riskrisk thatthat itit maymay becomebecome inadequateinadequate becausebecause ofof changeschanges inin conditionsconditions oror
deteriorationdeterioration inin operatingoperating effectiveness.effectiveness.

AlthoughAlthough thethe purposepurpose ofof ourour considerationconsideration ofof internalinternal controlcontrol waswas notnot toto provideprovide
assurancesassurances thereon,thereon, mattersmatters camecame toto ourour attentionattention thatthat wewe wantwant toto reportreport toto you.you. TheseThese mattersmatters
areare discusseddiscussed inin AttachmentAttachment 11.. TheyThey dodo notnot affectaffect ourour reportreport dateddated DecemberDecember 12,2006,12, 2006 , onon thethe
Department'sDepartment's financialfinancial statementsstatements referredreferred toto above.above. WeWe areare alsoalso includingincluding internalinternal controlcontrol
issuesissues reportedreported byby thethe DepartmentDepartment duringduring itsits annualannual assessmentassessment ofof internalinternal controlcontrol overover financialfinancial
reportingreporting requiredrequired byby OMBOMB CircularCircular A-123,A-123, ManagementManagement's's ResponsibilitResponsibilityy forfor InternalInternal ContrControl,ol,
inin AttachmentAttachment 2.2. WeWe believebelieve thatthat itit isis importantimportant forfor thethe DepartmentDepartment toto addressaddress thesethese weaknesses,weaknesses,
andand soso wewe planplan toto tracktrack thethe Department'sDepartment's progressprogress inin makingmaking thethe necessarynecessary improvements.improvements.

ThisThis reportreport isis intendedintended solelysolely forfor thethe useuse ofof thethe Department'sDepartment's management.management. ThisThis
restrictionrestriction isis notnot intendedintended toto limitlimit thethe distributiondistribution ofof thisthis report,report, whichwhich isis aa mattermatter ofof publicpublic
record.record. TheThe Department'sDepartment's commentscomments onon thisthis reportreport appearappear asas AttachmentAttachment 3.3.

VeryVery trulytruly yours,yours,

LeonardLeonard G.G. BirnbaumBirnbaum andand Company,Company, LLPLLP

Attachments:Attachments : AsAs statedstated..
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u.s.U.S. DepartmentDepartment ofof StateState
AuditAudit ofof RestatedRestated FinancialFinancial StatementsStatements

SeptemberSeptember 30,30, 20062006 andand 20052005

ObservationsObservations andand ConclusionsConclusions

1.1. FundFund BalanceBalance WithWith TreasuryTreasury

TheThe absoluteabsolute valuevalue amountamount ofof thethe unreconciledunreconciled differencedifference betweenbetween thethe adjustedadjusted TreasuryTreasury
balancebalance andand thethe adjustedadjusted CentralCentral FinancialFinancial ManagementManagement SystemSystem (CFMS)(CFMS) balancebalance
increased.increased. AsAs ofof SeptemberSeptember 30,30, 2006,2006, thethe amountamount ofof thisthis differencedifference waswas approximatelyapproximately
$78$78 million.million.

WeWe recommendrecommend thatthat thethe DepartmentDepartment continuecontinue itsits effortsefforts toto reducereduce ununreconciledreconciled
differencesdifferences betweenbetween thethe adjustedadjusted TreaswyTreasury balancebalance andand thethe adjustedadjusted CFMSCFMS balance.balance.

2.2. AccountsAccounts ReceivableReceivable -- GeneralGeneral

OurOur reviewreview ofof accountsaccounts receivablereceivable discloseddisclosed thatthat thethe amountsamounts presentedpresented onon thethe balancebalance
sheetsheet includedincluded amountsamounts fromfrom fundfund 3200,3200, whichwhich isis reservedreserved asas thethe repositoryrepository forfor accountsaccounts
receivablereceivable relatedrelated toto expiredexpired funds.funds. SuchSuch receivables,receivables, ifif deemeddeemed collectible,collectible, areare properlyproperly
reportedreported byby thethe DepartmentDepartment ofof thethe Treasury.Treasury.

WeWe recommendrecommend thatthat thethe DepartmentDepartment implementimplement suchsuch proceduresprocedures asas areare necessarynecessary toto
precludepreclude thethe presentationpresentation ofofreceivablesreceivables relatedrelated toto expiredexpired fundsfunds asas departmentaldepartmental assets.assets.

3.3. AccountsAccounts PayablePavable

TheThe DepartmentDepartment doesdoes notnot maintainmaintain anan overseasoverseas accountsaccounts payablepayable subsidiarysubsidiary record.record.
Rather,Rather, thethe amountsamounts appearingappearing inin thethe generalgeneral ledgerledger accounts,accounts, andand ultimatelyultimately thethe financialfinancial
statements,statements, representrepresent thethe resultsresults ofof allall transactionstransactions (posting(posting ofof payables,payables, liquidations,liquidations, andand
adjustingadjusting entries)entries) onon aa rollingrolling databasedatabase basis.basis.

WeWe recommendrecommend thatthat thethe DepartmentDepartment ensureensure thatthat itsits plannedplanned conversionconversion fromfrom CFMSCFMS toto thethe
GlobalGlobal FinancialFinancial ManagementManagement SystemSystem includeinclude establishmentestablishment ofofanan overseasoverseas accountsaccounts
payablepayable subsidiarysubsidiary ledger.ledger.

4.4. PayrollPayroll AccrualsAccruals

AlthoughAlthough wewe understandunderstand thethe logiclogic behindbehind thethe Department'sDepartment's payrollpayroll accrualaccrual methodology,methodology,
thethe amountsamounts accruedaccrued forfor payrollpayroll asas ofof SeptemberSeptember 30,200630,2006 andand 2005,2005, werewere approximatelyapproximately
2020 percentpercent lessless thanthan thethe amountamount whichwhich shouldshould havehave beenbeen accrued.accrued.
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WeWe recommendrecommend thatthat thethe DepartmentDepartment reexaminereexamine itsits processprocess forfor accruingaccruing payrollpayroll toto
enhanceenhance thethe accuracyaccuracy ofofpayrollpayroll accruals.accruals. ConsiderationConsideration mightmight bebe givengiven toto continuingcontinuing toto
calculatecalculate automatedautomated accrualsaccruals andand toto makingmaking anan adjustment,adjustment, viavia aa HyperionHyperion journaljournal
voucher,voucher, forfor categoriescategories ofofpaypay thatthat areare notnot includedincluded inin thethe automatedautomated accruals.accruals.

5.5. PayrollPayroll DocumentationDocumentation

OurOur teststests discloseddisclosed thatthat thethe DepartmentDepartment diddid notnot havehave allall requiredrequired documentationdocumentation inin allall
employees'employees' officialofficial personnelpersonnel files,files, includingincluding SF-50s,SF-50s, FederalFederal EmployeeEmployee HealthHealth BenefitBenefit
formsforms,, lifelife insuranceinsurance electionelection formsforms forfor employeesemployees electingelecting suchsuch coveragecoverage,, oror SF-28ISF-2817s7s
forfor employeesemployees electingelecting nono lifelife insuranceinsurance..

WeWe recommendrecommend thatthat thethe DepartmentDepartment taketake appropriateappropriate stepssteps toto ensureensure thatthat copiescopies ofof
requiredrequired authorizationsauthorizations forfor allall payrollpayroll deductionsdeductions areare maintainedmaintained inin personnelpersonnel filesfiles..

6.6. PromptPrompt PaymentsPaYments

TheThe DepartmentDepartment isis payingpaying approximatelyapproximately 8585 percentpercent ofof itsits domesticdomestic invoicesinvoices onon timetime
whilewhile thethe governmentwidegovernmentwide goalgoal isis thatthat 9898 percentpercent ofof invoicesinvoices bebe paidpaid inin aa timelytimely manner.manner.
AlthoughAlthough thethe DepartmentDepartment hashas implementedimplemented newnew processesprocesses intendedintended toto enhanceenhance itsits

performanceperformance inin thisthis areaarea thatthat havehave resultedresulted inin aa markedmarked decreasedecrease inin thethe amountamount ofof interestinterest
paidpaid asas requiredrequired byby thethe PromptPrompt PaymentPayment Act,Act, thethe percentagepercentage ofof invoicesinvoices notnot paidpaid inin aa
timelytimely mannermanner hashas notnot changedchanged significantly.significantly.

WeWe recommendrecomm end thatthat thethe DepartmentDepartment continucontinuee toto strengthenstrengthen itsits proceduresprocedures forfor timeltimelyy
paymentpayment ofof invoicinvoices,es, withwith thethe aimaim ofofincreasingincreasing thethe percentagepercentage ofof invoiinvoicesces beingbeing paidpaid inin aa
timtimelyely manner.mann er.

77.. HeritageHeritage AssetsAssets

TheThe DepartmentDepartment classifiedclassified artworkartwork thatthat waswas notnot framedframed oror waswas undergoingundergoing preservationpreservation
treatmenttreatment asas "inactive"" inactive" andand consequently,consequently, thethe inventoryinventory countcount ofof artworkartwork waswas reducedreduced byby
itemsitems deemeddeemed toto bebe inactiveinactive.. WeWe believebelieve thethe DepartmentDepartment shouldshould includeinclude allall artworkartwork inin
thethe countcount ofof heritageheritage assassetsets unlunlessess itit isis formallyformally removed,removed, missing,missing, oror damageddamaged bebeyondyond
repaIr.repair.

WeWe rrecommendecomm end thatthat ththee DepartmentDepartm ent includeinclude allall artwork,artwork, includingincluding "inactiv"inactive"e" property,property ,
inin itsits countcount ofofhheritageeritage assets.assets.

OnOn thethe basisbasis ofof ourour examinationexamination ofof controlscontrols inin embassies,embassies, wewe notednoted thethe followingfollowing areasareas ofof
concern:concern:

•• AtAt oneone postpost wewe visited,visited, aa numbernumber ofof heritageheritage assetsassets,, includingincluding paintingspaintings,, werweree
missingmissing identificationidentification codes.codes.



WeWe recommendrecommend thatthat thethe DepartmentDepartment ensureensure thatthat allall heritageheritage assetsassets areare appropriatelyappropriately
labeledlabeled forfor trackingtracking purposes.purposes.

•• TheThe DepartmentDepartment indicatedindicated thatthat EmbassyEmbassy BangkokBangkok hashas nono heritageheritage property.property.

WeWe rrecommendecommend thatthat thethe DepartmentDepartment confirmconfirm this.this. IfIf thethe embassyembassy doesdoes havehave heritageheritage
property,property, wewe recommendrecommend thatthat itit bebe properlyproperly recorded.recorded.

•• WeWe notednoted confusionconfusion atat severalseveral postsposts aboutabout heritageheritage assetsassets.. OneOne postpost hadhad itemsitems
thatthat werewere notnot recordedrecorded asas heritageheritage assets,assets, whichwhich wewe believebelieve shouldshould havehave been.been.

WeWe rrecommendecommend thatthat thethe DepartmentDepartment reinforcereinforce thethe existingexisting policiespolicies onon heritageheritage assetsassets
withwith posts.posts. InIn addition,addition, thethe DepartmentDepartment needsneeds toto developdevelop aa betterbetter processprocess toto identifyidentify
andand rreporteport heritageheritage assetsassets onon itsits annualannual financialfinancial statements.statements.

8.8. DeferredDeferred MaintenanceMaintenance

TheThe DepartmentDepartment hashas notnot fullyfully compliedcomplied withwith thethe requirementsrequirements ofof StatementStatement ofof FederalFederal
FinancialFinancial AccountingAccounting StandardStandard (SFFAS)(SFFAS) No.No. 1414 -- AmendmentsAmendments toto DeferredDeferred MaintenanceMaintenance
ReportingReporting inin thatthat thethe RequiredRequired SupplementarySupplementary InformationInformation sectionsection ofof thethe PerformancePerformance
andand AccountabilityAccountability ReportReport (1)(l) doesdoes notnot identifyidentify eacheach majormajor classclass ofof assetasset forfor whichwhich
maintenancemaintenance hashas beenbeen deferred,deferred, (2)(2) doesdoes notnot includeinclude aa descriptiondescription ofof thethe requirementsrequirements oror
standardsstandards forfor acceptableacceptable operatingoperating condition,condition, andand (3)(3) doesdoes notnot includeinclude deferreddeferred
maintenancemaintenance forfor heritageheritage assetsassets otherother thanthan realreal propertyproperty andand furniturefurniture andand fixturesfixtures
associatedassociated withwith realreal property.property.

WeWe recommendrecommend thatthat thethe DepartmentDepartment continuecontinue itsits effortsefforts toto complycomply withwith thethe requirementsrequirements
ofSFFASofSFFAS NoNo.. 14.14.

99.. OMBOMB CircularCircular A-123A-123

DuringDuring FYFY 2006,2006 , thethe DepartmentDepartment undertookundertook anan extensiveextensive efforteffort toto documentdocument itsits internalinternal
controlscontrols asas requiredrequired byby OMBOMB CircularCircular A-123.A-l23 . AlthoughAlthough thisthis efforteffort metmet thethe requirementsrequirements
ofof thethe circularcircular andand resultedresulted inin comprehensivecomprehensive coveragecoverage ofof controlscontrols andand recommendedrecommended
avenuesavenues ofof remediationremediation thatthat areare practicalpractical andand economical,economical , thethe DepartmentDepartment hashas notnot yetyet
developeddeveloped aa correctivecorrective actionaction plan.plan. (See(See AttachmentAttachment 22 forfor aa detaileddetailed listinglisting ofof findings.)findings.)

WeWe rrecommendecomm end thatthat ththee DDepartmentepartm ent ddevelopevelop aa correctivecorrective actionaction planplan,, includingincluding
milmilestones,estones, toto implementimplement thethe remedialremedial activityactivity recommendedrecommended byby itsits assessmentassessment ofofintinternalernal
ccontrols.ontrols.

WeWe notednoted thatthat thethe assessmentassessment documentationdocumentation forfor FundFund BalanceBalance WithWith Treasury,Treasury, ForeignForeign
ServiceService RetirementRetirement andand DisabilityDisability Fund,Fund, ContributionsContributions toto InternationalInternational OrganiOrganizations,zations,
Grants,Grants, andand FinancialFinancial ReportingReporting -- ProprietaryProprietary includedincluded aa sectionsection onon thethe methodologymethodology
usedused toto identifyidentify thethe subcyclessubcycles andand accountingaccounting applications,applications, toto gaingain anan understandingunderstanding ofof
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thethe processes,processes, andand toto assessassess thethe effectivenesseffectiveness ofof thethe internalinternal controls.controls. WeWe believebelieve thatthat thethe
assessmentassessment documentationdocumentation forfor thethe otherother cyclescycles couldcould bebe improvedimproved ifif thethe DepartmentDepartment
includedincluded aa similarsimilar descriptiondescription ofof thethe methodologymethodology used.used.

WeWe recommendrecommend thatthat thethe DepartmentDepartment provideprovide additionaladditional informationinformation onon methodologymethodology forfor
thethe followingfollowing cycles:cycles: CashCash ReceiptsReceipts andand Revenues;Revenues; CashCash DisbursementsDisbursements andand Expenses;Expenses;
BudgetaryBudgetary Resources;Resources; Procurement;Procurement; PayrollPayroll andand Benefits;Benefits; BusinessBusiness TypeType Funds;Funds,'
Property,Property, Plant,Plant, andand Equipment,'Equipment; andand FinancialFinancial ReportingReporting -- Budgetary.Budgetary.

10.10. ControlsControls OverOver CashCash andand CashCash ReceiptsReceipts -- PostsPosts

OurOur reviewreview ofof cashcash andand cashcash receiptsreceipts atat overseasoverseas postsposts discloseddisclosed aa numbernumber ofof issuesissues thatthat
thethe DepartmentDepartment shouldshould address.address. ForFor instance,instance, wewe foundfound aa numbernumber ofof issuesissues relatedrelated toto
securitysecurity overover cash,cash, suchsuch asas inadequatelyinadequately securedsecured cashiercashier boothbooth doors,doors, cashcash drawers,drawers, oror
cashcash boxesboxes inin Tokyo,Tokyo, TelTel Aviv,Aviv, Lima,Lima, andand Seoul.Seoul. InIn addition,addition, wewe foundfound thatthat thethe safesafe
combinationscombinations hadhad notnot beenbeen changedchanged everyevery 1212 monthsmonths asas requiredrequired inin Tokyo.Tokyo. WeWe alsoalso
foundfound eithereither inadequateinadequate oror nonexistent,nonexistent, locallylocally developeddeveloped cashieringcashiering proceduresprocedures atat Tokyo,Tokyo,
TelTel Aviv,Aviv, Brasilia,Brasilia, Lima,Lima, andand Seoul.Seoul. WeWe alsoalso questionedquestioned thethe trainingtraining providedprovided toto eithereither
cashierscashiers oror supervisorssupervisors inin Tokyo,Tokyo, TelTel Aviv,Aviv, Cairo,Cairo, Brasilia,Brasilia, andand Seoul.Seoul. InIn addition,addition, thethe
accountableaccountable consularconsular officerofficer andand consularconsular cashierscashiers hadhad notnot beenbeen formallyformally designateddesignated inin
writingwriting inin Tokyo,Tokyo, Lima,Lima, andand Seoul.Seoul. WeWe alsoalso foundfound that:that:

•• randomrandom cashcash countcount documentationdocumentation hadhad notnot beenbeen reviewedreviewed byby thethe financialfinancial
managementmanagement officerofficer inin EmbassyEmbassy Tokyo;Tokyo;

•• thethe OF-158sOF-158s werewere notnot providedprovided toto thethe accountableaccountable consularconsular officerofficer inin aa timelytimely
mannermanner inin TelTel Aviv;Aviv; andand

•• thethe accountableaccountable consularconsular officerofficer waswas notnot reviewingreviewing thethe exceptionexception andand logginglogging
activityactivity reportsreports everyevery weekweek inin Seoul.Seoul.

WeWe recommendrecommend thatthat thethe DepartmentDepartment ensureensure thatthat postsposts strengthenstrengthen controlscontrols overover cashcash andand
cashcash receipts.receipts .

11.11. StateState andand FederalFederal IncomeIncome TaxTax WitW10ldingWithholding

DuringDuring testingtesting ofof statestate andand federalfederal incomeincome taxtax withholding,withholding, thethe DepartmentDepartment waswas unableunable toto
provideprovide usus withwith aa copycopy ofof thethe W-4W-4 forfor 1212 outout of25of25 employeesemployees tested.tested. WeWe alsoalso notednoted thatthat
thethe amountamount ofof federalfederal incomeincome taxtax withheldwithheld fromfrom threethree ofof thethe 2525 employeesemployees andand statestate
incomeincome taxtax withheldwithheld forfor 1111 ofof thethe 2525 employeesemployees diddid notnot meetmeet thethe requirements.requirements. InIn manymany
casescases thethe differencesdifferences werewere immaterial;immaterial; however,however, thisthis isis anan issueissue thatthat thethe DepartmentDepartment
shouldshould assess.assess.

WeWe recommendrecommend thatthat thethe DepartmentDepartment ensureensure thatthat itit hashas aa copycopy ofofthethe W-4W-4forfor allall
eemployees.mployees. InIn additionaddition,, itit shouldshould developdevelop aa processprocess toto reviewreview thethe amountamount ofofwithholdingswithholdings
forfor statestate andand federalfederal incomeincome taxes.taxes.



AttachmentAttachment 11
PagePage 55 of5of5

12.12. Management'sManagement's DiscussionDiscussion andand AnalysisAnalvsis

Management'sManagement's DiscussionDiscussion andand AnalysisAnalysis (MD&A)(MD&A) doesdoes notnot followfollow thethe guidanceguidance containedcontained
inin OMBOMB CircularCircular A-136,A-136, FinancialFinancial ReportingReporting Requirements.Requirements. ForFor instance,instance, thethe MD&AMD&A
doesdoes notnot addressaddress thethe possiblepossible futurefuture effectseffects ofof existingexisting eventsevents andand conditions.conditions. InIn addition,addition,
thethe MD&AMD&A diddid notnot includeinclude anan explanationexplanation ofof plansplans andand timelinestimelines toto makemake improvementsimprovements
whenwhen performanceperformance targetstargets werewere notnot met.met. Also,Also, itit diddid notnot includeinclude anan evaluationevaluation ofof thethe
significancesignificance ofof underlyingunderlying factorsfactors thatthat maymay havehave affectedaffected reportedreported performance.perfoID1ance.

WeWe recommendrecommend thatthat thethe DepartmentDepartment followfollow thethe guidanceguidance containedcontained inin OMBOMB CircularCircular
AA-136-136 inin developingdeveloping itsits MD&A.MD&A .

13.13. ForeignForeign ServiceService RetirementRetirement andand DisabilityDisability Fund'sFund's (FSRDF)(FSRDF) ActuarialActuarial LiabilityLiabilitv

OurOur actuaryactuary providedprovided aa numbernumber ofof suggestionssuggestions onon howhow thethe DepartmentDepartment couldcould improveimprove itsits
actuarialactuarial reportreport relatedrelated toto thethe ForeignForeign ServiceService RetirementRetirement andand DisabilityDisability Fund,Fund, asas follows:follows:

•• TheThe reportreport couldcould havehave shownshown resultsresults beforebefore andand afterafter thethe actuarialactuarial assumptionassumption
changes.changes.

•• TheThe reportreport couldcould havehave shownshown thethe developmentdevelopment ofof thethe normalnormal costcost percentage.percentage.
•• TheThe reportreport couldcould havehave shownshown thethe actuarialactuarial gaingain oror lossloss fromfrom thethe assumptionassumption

changes.changes.
•• TheThe reportreport couldcould havehave informationinformation aboutabout futurefuture cashcash flowsflows oror futurefuture benefitbenefit

paymentspayments oror both.both.
•• TheThe reportreport couldcould havehave shownshown thethe raterate ofof returnreturn ofof assets.assets.
•• AdditionalAdditional detailsdetails regardingregarding thethe methodmethod usedused toto determinedetermine thethe amortizationamortization ofof

unfundedunfunded liabilityliability wouldwould helphelp users.users.

WeWe recommendrecommend thatthat thethe DepartmentDepartment considerconsider thethe suggestionssuggestions providedprovided byby thethe
independentindependent actuaryactuary duringduring futurefuture actuarialactuarial assessments.assessments.
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u.s.U.S. DeDepartmentpartment ofof StateState
AuditAudit ofof RestatedRestated FinancialFinancial StatementsStatements

SepteSeptembermber 30,30, 20062006 anandd 20052005

CircularCircular A-123A-123 FindingsFindings

CycleCycle II ApplicationApplication II I Finding/Control WeaknessFinding/Control Weakness

II I I
FinancialFinancial

Reporting -Reporting -
ProprietaryProprietary

Journal Voucher (JV) ProcessingJournal Voucher (IV) Processing The Department does not have formal deskThe Department does not have formal desk
procedures to ensure sufficient control over theprocedures to ensure sufficient control over the
JV process.JV process.

JV ProcessingIV Processing A JV that is both entered and approved by theA IV that is both entered and approved by the
same person is not always verified for accuracysame person is not always verified for accuracy
and propriety after being posted to theand propriety after being posted to the
accounting system.accounting system.

Intrago vernmentalIntragovemmental The Department does not have assuranc e thatThe Department does not have assurance that
all intragovernmental transactions have beenall intragovemmental transactions have been
properly identified for financial pres entationproperly identified for financial presentation
and disclosure because CFMS does not provideand disclosure because CFMS does not provide
sufficient detail to ensure proper identificationsufficient detail to ensure proper identification
during the intragovernmental process.during the intragovernmental process.

IntragovernmentalIntragovemmental Data used in the intragovernmental process areData used in the intragovemmental process are
not reconciled to the trial balance to ensurenot reconciled to the trial balance to ensure
proper summari zation.proper summarization.

Intradepartmental EliminationsIntradepartmental Eliminations
and Financial Statementand Financial Statement

PreparationPreparation

The supervisory review process overseeing theThe supervisory review process overseeing the
preparation of supporting schedules, financialpreparation of supporting schedules, financial
stateme nts, and disclosures lacks a sufficientstatements, and disclosures lacks a sufficient
audit trail to prov ide eviden ce: edit checksaudit trail to provide evidence: edit checks
performed, revisions made , and review byperformed, revisions made, and review by
management.management.

Allocation TransfersAllocation Transfers The Department received no assurance fromThe Department received no assurance from
child agencies that the trial balances arechild agencies that the trial balances are
accurate and valid .accurate and valid.

Allocation TransfersAllocation Transfers The Department receives no assurance fromThe Department receives no assurance from
the International Boundary and Waterthe International Boundary and Water
Commission (m wC) that the trial balances areCommission (IBWC) that the trial balances are
accurate and valid .accurate and valid.

Alloc ation TransfersAllocation Transfers There is no documented history supportingThere is no documented history supporting
management's deci sions of what allocationmanagement's decisions of what allocation
transfer accounts to includ e in or exclude fromtransfer accounts to include in or exclude from
the Department 's reporting entity.the Department's reporting entity.
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CycleCycle ApplicationApplication Finding/Co ntrol WeaknessFinding/Control Weakness

BudgetaryBudgetary
ResourcesResources

Apportionment of Budge taryApportionment of Budgetary
Resources, Processing of TreasuryResources, Processing of Treasury

Documents, AllotmentsDocuments, Allotments

The Department does not have specificThe Department does not have specific
guidance for recording certain accountingguidance for recording certain accounting
transactions in compliance with the Foreigntransactions in compliance with the Foreign
Affairs Manual and Handbook.Affairs Manual and Handbook.

I
ProcurementProcurement ProcurementProcurement A majority of the Department's bureaus do notA majority of the Department's bureaus do not

routinel y review obligation transactions orroutinely review obligation transactions or
unliquidated obligation balances to ensureunliquidated obligation balances to ensure
accuracy and continued validi ty.accuracy and continued validity.

II
SF-6652 ReconciliationSF-6652 ReconciliationFund BalanceFund Balance

With TreasuryWith Treasury
The Department's reconciliation of domesticThe Department's reconciliation of domestic
transactions reported to and recorded bytransactions reported to and recorded by
Treasury is not completely effective becauseTreasury is not completely effective because
significant unmatched items remain unresol vedsignificant unmatched items remain unresolved
beyond the 90-day timeframe established bybeyond the 90-day timeframe established by
Treasury.Treasury.

SF-6655 ReconciliationSF-6655 Reconciliation The Department 's reconciliation ofreceiptThe Department's reconciliation of receipt
accounts is inadequate because difference saccounts is inadequate because differences
identified between the Department's balancesidentified between the Department's balances
and Treasury's are not researched andand Treasury's are not researched and
resolved.resolved.

SF-6655 ReconciliationSF-6655 Reconciliation The Department does not have policies andThe Department does not have policies and
proc edures that fully document the proces s toprocedures that fully document the process to
reconci le special fund deposits reported byreconcile special fund deposits reported by
Treasury (on the SF-6655) with the depositsTreasury (on the SF-6655) with the deposits
reported by the Department.reported by the Department.

SF-224 Payro llSF-224 Payroll The Department does not have documentedThe Department does not have documented
policies and procedures for its SF-224 Payrollpolicies and procedures for its SF-224 Payroll
reporting .reporting.

InternationalInternational
OrganizationsOrganizations

(10)(10)

10 's Obligations & ExpensesIO's Obligations & Expenses 10 does not have written standard operating10 does not have written standard operating
procedures for financial transactions that areprocedures for financial transactions that are
comprehensive and up-to-date.comprehensive and up-to-date.

Liability Accrual sLiability Accruals

Liabili ty Accrua lsLiability Accruals

Specific procedures related to 10 's liabilitySpecific procedures related to IO's liability
accruals are not up-to-date and do not reflectaccruals are not up-to-date and do not reflect
current practices.current practices.
10 and the Bureau of Resource Management10 and the Bureau of Resource Management
do not sufficiently coordinate to determine ifdo not sufficiently coordinate to determine if
the liability valuation accrual is reasonable.the liability valuation accrual is reasonable.
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CycleCycle ApplicationApplication I Findina/Control WeaknessFindine/Control Weakness
I

Bureau of Population, RefugeesBureau of Population, Refugees
and Migration's (PRM) -and Migration's (PRM)-
Obligations & ExpensesObligations & Expenses

PRM 's written standard operating proceduresPRM's written standard operating procedures
related to the processing of financial assistancerelated to the processing of fmancial assistance
transactions are not up-to-date.transactions are not up-to-date.

I I I
FSRDFFSRDF Contributions, Annuity Payments ,Contributions, Annuity Payments,

Purchases & Redemptions,Purchases & Redemptions,
Interest IncomeInterest Income

The Department does not maintain a currentThe Department does not maintain a current
policy manual describing FSRDF accountingpolicy manual describing FSRDF accounting
procedures.procedures.

Purchases & Redemptions,Purchases & Redemptions,
Interest IncomeInterest Income

Investment transactions are not approved byInvestment transactions are not approved by
management before recording in the generalmanagement before recording in the general
ledger.ledger.

Actuarial LiabilityActuarial Liability The Department does not have sufficientThe Department does not have sufficient
procedures in place to fully verify theprocedures in place to fully verify the
reliability of personnel data to be used toreliability of personnel data to be used to
calcula te the actuarial liabi lity.calculate the actuarial liability.

CashCash
DisbursementsDisbursements
and Expensesand Expenses

Vendor Payments -Vendor Payments - OverseasOverseas CFMS general ledger balances that reflectCFMS general ledger balances that reflect
overseas accounting transactions are notoverseas accounting transactions are not
reconc iled to subsidiary ledgers, such as thereconciled to subsidiary ledgers, such as the
Regiona l Financial Management SystemRegional Financial Management System
(RFMS) , to ensure accuracy.(RFMS), to ensure accuracy.

Vendor Payments -Vendor Payments - OverseasOverseas Procedures and automated systems do not existProcedures and automated systems do not exist
to ensure compliance with significantto ensure compliance with significant
provisions of the Promp t Payment Act forprovisions of the Prompt Payment Act for
payments processed at overseas posts .payments processed at overseas posts.

Reimbursable Agreements -Reimbursable Agreements -
ObligationsObligations

A majori ty of bureaus do not routinely reviewA majority of bureaus do not routinely review
obligat ion transactions or unliquidatedobligation transactions or unliquidated
obligation balances to ensure accurac y andobligation balances to ensure accuracy and
continued validity.continued validity.

Reimbursable Agreements -Reimbursable Agreements -
ExpensesExpenses

Reimbursable expense transactions record edReimbursable expense transactions recorded
based upon Interagency Payment , Accountingbased upon Interagency Payment, Accounting
and Collection System transactions are notand Collection System transactions are not
routinely reviewed by cognizant official s toroutinely reviewed by cognizant officials to
ensure validi ty.ensure validity.

Purchase CardsPurchase Cards The Department cannot completely ensure theThe Department cannot completely ensure the
validity and accuracy of domesti c purchasevalidity and accuracy of domestic purchase
card transactions because all offices do notcard transactions because all offices do not
provide reconciled individual statements to theprovide reconciled individual statements to the
Office of Claims.Office of Claims.

GrantsGrants Grant AdvancesGrant Advances The Department does not record grant-advanceThe Department does not record grant-advance
transac tions in accordance with federaltransactions in accordance with federal
accounting standards.accounting standards.
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CycleCycle ApplicationApplication Finding/Control WeaknessFinding/Control Weakness

I I
FinancialFinancial

Reporting -Reporting -
BudgetaryBudgetary

SF-133 Prepara tionSF-133 Preparation Summary-level adjustments made to budgetarySummary-level adjustments made to budgetary
balances are not sufficiently supported bybalances are not sufficiently supported by
transaction-level detail. These adjustments aretransaction-level detail. These adjustments are
necessary because the Department 's accountingnecessary because the Department's accounting
system does not post all budgetary accountingsystem does not post all budgetary accounting
events in accordance with Standard Generalevents in accordance with Standard General
Ledger guidance.Ledger guidance.

Statement of Budgetary ResourcesStatement of Budgetary Resources
(SBR) Preparation(SBR) Preparation

The Department has not updated its proc eduresThe Department has not updated its procedures
manual to reflect the current process formanual to reflect the current process for
preparing the SBR.preparing the SBR.

SBR PreparationSBR Preparation The Department does not receive anyThe Department does not receive any
supporting docum entation with the SF-133ssupporting documentation with the SF-133s
from IBWC and child agencies.from IBWC and child agencies.

I I
Cash ReceiptsCash Receipts
and Revenueand Revenue

Fee Assessment and Recording-Fee Assessment and Recording-
DomesticDomestic

The current procedure used to monitorThe current procedure used to monitor
collections processed by lockbox banks iscollections processed by lockbox banks is
ineffective because reconciling items are notineffective because reconciling items are not
resolved before posting colle ctions in CFMS.resolved before posting collections in CFMS.

Reimbursable Agreements -Reimbursable Agreements -
Transaction Recordi ngTransaction Recording

The Department recognizes earned revenue atThe Department recognizes earned revenue at
the time the reimbursable agreement isthe time the reimbursable agreement is
approved rather than at the time provided.approved rather than at the time provided.

I I
Property, Plant,Property, Plant,
and Equipmentand Equipment

Real Property -Real Property - OverseasOverseas
Construction in ProgressConstruction in Progress

Responsible partie s at the posts do not alwaysResponsible parties at the posts do not always
notify the Bureau of Overseas Buildingsnotify the Bureau of Overseas Buildings
Operations (OBO) about completed projects inOperations (OBO) about completed projects in
a timely manner.a timely manner.

Real Property -Real Property - OverseasOverseas
Construction in ProgressConstruction in Progress

OBO does not report compl eted overseasOBO does not report completed overseas
construction in progres s during quarterly dat aconstruction in progress during quarterly data
calls.calls.

Real Property -Real Property - DomesticDomestic Domestic real property is not recorded withinDomestic real property is not recorded v,rithin
Momentum Fixed Assets.Momentum Fixed Assets. As a result , postingAs a result, posting
domestic real property transactions, such asdomestic real property transactions, such as
acquis itions, disposals, and deprecia tion, in theacquisitions, disposals, and depreciation, in the
general ledger is a manual proce ss and moregeneral ledger is a manual process and more
prone to error.prone to error.

Real Property -Real Property - Overseas CapitalOverseas Capital
LeasesLeases

Posts do not update the real prop erty systemPosts do not update the real property system
for errors discovered by OBO.for errors discovered by OBO.
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Personal Property -Personal Property - AcquisitionsAcquisitions
& Disposals (Security Equipment)& Disposals (Security Equipment)

The Department's policies and procedures -The Department's policies and procedures -
"Asset Management -"Asset Management - Posts Abroad StandardPosts Abroad Standard
Operating Procedures" and "Guidelines forOperating Procedures" and "Guidelines for
Tracking Diplomatic Security ProgramTracking Diplomatic Security Program
Property Overseas" -Property Overseas" - are not updated.are not updated.

Personal Property -Personal Property - AcquisitionsAcquisitions
& Disposals (Security Equipment)& Disposals (Security Equipment)

Inservice dates are recorded when theInservice dates are recorded when the
equipment is received and not when installedequipment is received and not when installed
and put in service.and put in service.

Personal Property -Personal Property -
Acquisitions/Transfers/DisposalAcquisitionsrrransfers/Disposal

(Aircraft)(Aircraft)

A systematic process does not exist to recordA systematic process does not exist to record
the acquisition, disposal, and tran sfer ofthe acquisition, disposal, and transfer of
airc raft to host countries .aircraft to host countries.

Personal Property -Personal Property -
NEPA/WEBNEPA, ILMS,NEPAlWEBNEPA, ILMS,

LRAlTSCM, CharlestonLRAffSCM, Charleston
Recording and ReportingRecording and Reporting

The Department has errors in reportingThe Department has errors in reporting
personal property data (i.e., acquisition costs,personal property data (i.e., acquisition costs,
fiscal strip data , acquisition dates , andfiscal strip data, acquisition dates, and
inservice dates ) in the property systems. Theinservice dates) in the property systems. The
property system data are recorded in CFMSproperty system data are recorded in CFMS
through the interface pro gram.through the interface program.

Personal Property -Personal Property -
NEPAlWEBNEPA, ILMS ,NEPAlWEBNEPA, ILMS,

LRAlTSCM, CharlestonLRAffSCM, Charleston
Recording and ReportingRecording and Reporting

Posts and bureaus make changes to acquisitionPosts and bureaus make changes to acquisition
costs, inservice dates , acquisition date s, andcosts, inservice dates, acquisition dates, and
fiscal strip data resulting in incorrect propertyfiscal strip data resulting in incorrect property
records.records.

Per sonal Property -Personal Property - AcquisitionsAcquisitions
NEP AlWEBNEPA, ILMS ,NEPAlWEBNEPA, ILMS,

LRAlTSCMLRArrSCM

Incorrect inservice dates lead to errors in theIncorrect inservice dates lead to errors in the
calculatio n of depreciation.calculation of depreciation.

Per sonal Prop erty -Personal Property - AcquisitionsAcquisitions
& Disposals (Overseas Vehicles)& Disposals (Overseas Vehicles)

Posts do not report acquisition and disposal ofPosts do not report acquisition and disposal of
vehicles acquired overseas in a timely manner.vehicles acquired overseas in a timely manner.

Personal Prop erty -Personal Property -
HeldHeld

ContractorContractor A systematic process does not exist to recordA systematic process does not exist to record
capitalized property in the hands ofcapitalized property in the hands of
contractors.contractors.

Personal Property -Personal Property - ILMS ,ILMS,
NEPA/WEBNEPA, LRAlTSCMNEPAlWEBNEPA, LRArrSCM

EquipmentEquipment

There are significant discrepancies betweenThere are significant discrepancies between
physical inventories of property conducted byphysical inventories of property conducted by
posts and bureaus and inventories as recordedposts and bureaus and inventories as recorded
in property systems.in property systems.

Personal Property -Personal Property - Charle stonCharleston
Reponing and RecordingReporting and Recording

Interfaces between property systems andInterfaces between property systems and
between the property and accounting systemsbetween the property and accounting systems
generate an excessive numb er of errors.generate an excessive number of errors.

Personal Prope rty -Personal Property - CharlestonCharleston
Reporting and RecordingReporting and Recording

The Integrated Logistics Management SystemThe Integrated Logistics Management System
contains multiple cost row records not beingcontains multiple cost row records not being
properly processed in Momentum Fixedproperly processed in Momentum Fixed
Asse ts.Assets.
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CvcleCycle App licat ionApplication I Find ing/Control WeaknessFinding/Control Weakness

Personal Property -Personal Property - Software inSoftware in
DevelopmentDevelopment

Data needed to prepare internal use softwareData needed to prepare internal use software
accounting entries are not integrated withinaccounting entries are not integrated within
CFMS .CFMS.

Personal Property -Personal Property - Software inSoftware in
DevelopmentDevelopment

There were no standardized business rules toThere were no standardized business rules to
establish the acceptance of software inestablish the acceptance of software in
development.development.

Personal Property -Personal Property - Software inSoftware in
DevelopmentDevelopment

Indirect costs (overhead) are not being appliedIndirect costs (overhead) are not being applied
to the cost of the software development.to the cost of the software development.

Personal Property -Personal Property - Software inSoftware in
Deve lopmentDevelopment

The contracting process results in the lack ofThe contracting process results in the lack of
an audit trail because costs rep resentingan audit trail because costs representing
operating expenses are often grouped togetheroperating expenses are often grouped together
with capitalized costs on contract line items.with capitalized costs on contract line items.

Personal Property -Personal Property - Software inSoftware in
DevelopmentDevelopment

Billings are not project-specific and bureaus doBillings are not project-specific and bureaus do
not maintain crosswalks to detail what invoicenot maintain crosswalks to detail what invoice
amounts relate to which project.amounts relate to which project.
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u.s.U.S. DEI'DEP:\RT\lE:".'TA RT:\lENT OFOF STATESTATE
RFSpnNSERFSP()NSE 'TO1'0 FYFY 2006200() i\tvl:\"ACiEJ'vIF"-:Tl:\i';ACiEi\ll:::-";T IUJ:ITLR:ITLR

ReC0J11nH:nd~!1Rcconunendariionsons

w~We recommendrecommend [hallil.::that the DcpanmcnlDepartment impkmclliimplemen t suchsuch J1roet'dLlr~sprocedures asas arearl? llt::Ct:SSJnnecessarv
toto precludepre ·Iud.: thethe pr~$~Ilt:llionpresemation ofof recei\":1blcsreceivables relatdrelated 10to expiredexpired fundsfunds ~IS<1~ depanl1lcnwldepartmemal
assels,assets,

L{cResp\ln:-.e:s[)l\n:,e~ \\\.\ \ '<.: will\\ill rrel'ludL'lhc-preclude the rnnningreooni ng olrcccivablcol'rcc.:-i\'abkss relatedrelated 1.0to cancelledcancelled limdsfu nd s
asas Oq,ilnl11t'lliJIDepartmental JSSClS~1SSClS iinn FYFY 2007,200/, TheyThey will,, 'ill eithercilber bebe excludedC:\CIULkd oror reponedreported (llL'(t nct
orOJ' allo\\"l1H.:dallowance) asas noncl1lilYnonentity aaSSCIS,ssets. !-JO\\c\'cr,HO\\L' \'er . ~1l1:~1l1 : colkclionscollections ofllf receivablen.:cci\'abkss I'romfrom
cancelledcancelled fundsfunds willwill h:be reponedrcpont'd asas dislrihllicddistributed offsenin,?offsetting. receiptsreceipts inin accordanceaccordance
withwith thethe provisionspn1\'isions inin Illethe OMBOMB ciL'ubrcirc ular A-A- 136,J 3(J.

3.3. AACC('Ulllsccou nt s PayablePa ya h ie

\\'e\V'-' recommendreClll1lllH:nd thatthat I'll't :1C DepanmcnLDepart ment ensensureure lhatthat itsits pl:lJlllcdplanned conversationcOIl\'er:-;ation frnm(r:111l

eFt\.CFi\lSlS toto thethe GGloballob:.d FinancialFimncial Maragcmf\laragelllclll'nt SystemSystem includeinclude eestablishment'lablishrnclll ofo( anan
0\overseasLTSe:i5 accounbaccounts rayahlepayable subsidiarysubsidiary ledger.ledger.

JZc~!29n~;Rc~n{)..D~: We\VC concurconcur withwith lhethe intentil1l\:nt oro f thethe recnnmendmion.recommendation. whichwhich isis l(lro cswhiishcstanlish
aallll "\l:rSI:<lSU\ \:rSCil5 ,JCCOUIlL"nccounts raY<lhlep;lyahk subsidiarysubsidiary It:dgxIt:dgcl.:I , l\nt:1Alit" thethe GlobalGlobal FinancialFinancial
\bl1agcmcl1t\ l~nag.cmcnt SyskmSystell1lGPvIOf\lSJlS) isis impil1lplc~ll1clllcdlemented andJud thl:tht' prOL'C:,:~process 10rfor creating.creating-inJll
::ICCOUllbaccounts payablepayable subsidiar:subsidiary isis operational,operational. RlvlRJ'vl planplans 10to C'xpandexpand thethe [beuse oforthithiss
processprocess 10TO thethe RegRcgiomlional finnncialFinancial MaMan3gcmenlnagement SySYSICI11stem (RFMS)(RFtvlS) toto createcreate anan
0\0 \ ers<:'rsc;}~eas accounts<lCCOUlliS p~IY:1blepuyab!e subsidiar:,subsidiary ,

..-LL I'il\'rollPa v ru l! AccAccrll~llsr ua ls

WcWl' rerecommendcunuucnd Ihntthat thethe DepanmcntDe part ment re-e\.aminere-e xamine ihits procesprocesss krfor accruing~lLcrlling payrnillopayrn il to
enhanceenhance thethe '1..:<.:ur'l·~~ILLllIitC~ orof r:I}Tolip:I.'o'1'011 accruals:.Jl'crll~ds.. ConsiderationConsideration ll1i~h~ll1i~h: hebe i:i~'i\\lell:n inin
cClJlltillUi'lg.ont inui.u; 11.\it\ clkubl::calcu late automated311t0m:lt('c! a~Iccru:'dsccruals andanJ IIIto makingmaking anan adjusuncru.i.ldjllSlIllCl1l. v\ iiaa :!:1

Hypaio')Hypcrio -i journal.jOlll1lal. forfor categoriecategoriess ofofpa:pa~ Ihnlthat :irearc !lOtnut inin lhl'the automated<.lulCmakcl ;\ccruab,accrual s.

RL'Rc:-.pon~:~p(lnse : 1'11The... variance\'ariam:'t' \\':1:--\\ a~ expexplainedlained duringduring thethe audaudit.it. 110'.\J 10'.\ 17'\ever.er. asas \\\\ ce .,J(,.1 ,\ v\\viithth
:111~tll (IofoUIt' (JUI aC\.TlI:l1accrua l PI(l(<:::;:'>CPIU(CSSC::>.~. \\C\C \\\\ illill C\llltillLl<:cnJllillLlt: lulU 1,1!()l!illlr1lo lliiOf <lndund It:\rvvii~c--c :~Jl.:c\.lrdiilg.l:JLcord ingl,:. til.:lllt"

melmethodologyhull\..lug) forll'r preparingpreparing. thethe accrual.accrual . AsA~ :-.uggestedsuggested byby thethe auditor.:lUdi tor. v,;ewe \\\\ illill
adadjust.just. :1":IS nt'<.'dt:d.needed . lorI()rcatt.'goric~C<llt'gories pfPll:(lrp<l: thatthat arcarc ron-recurringnon-recurring inin naturen~ltllr(' I(',~.,rc.g..
O\'Cniml')ovcrtirnci andand thereforetheretore illnOl)! illin thethe: ;!lJtoll1;ltedaurom .ucd ;lcCflJals.accrua ls .
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RRe~()mrnendalecomrne ndat ionsions

::-.5. PnvrollPa~ roll DocumentatiolJDocumcnta tiou

V"/l'\h ' reCOll1melldrecommend thatthat thethe DepartmentDepartm ent taketa ke approrriatcappropriate ststepseps toto ensureensure th::ntha t copiescopies
or01' requrequir:dired :.luthoriL::nionsauthorizations fi)rlor allali p::~:payrollroll deductionsdeductions areare maintainedmail1lail1l:d inin rersonn~)personne l
files.iiles,

ResponsRcsp()ns~:e: Employees'Employees ' SF-SOs.SF-50s. srSF·-2817,2817. federalFederal Employe'Employee HealthHealth I3enelitBenefi t (ormsforms
andand lifelife iinsllr:.lnccnsurance fonnsforms ~Jn:are panpan ofol'thctile employee'sc'mplo~ee's electronicelectronic officialMlicial personnelpersonnl:'!
folderfolder :.lndand maintainedmai ntained oliyy thcthe 13ure:lllBureau ot1j'f 111l111::lliI Inman Resuurces.Resources. AuthorizedAuthorized P:l~pa: rollro]1
SHuTstafr !la,has accessaccess toto revrcvcwc\\ thethe: e:lllplo:employees'l'c'"'-' electronicelectronic officialofficial personn.::)personnel folder.j~)lder.

PayrolP::l:Tolll rnaint::Jinsia intains paperpuper files-files iorfor theth..: acti~msactions sentsent toto pJ:rollpayroll icrfer proccs:,in:;.processing. TheTh e
vast\ :Jst majoritymajority 1()!') 1' ecmrl()yeesmployees nnoo llongcTonger suhmitsubmi t papcrpaper dJoculm:ntsocuments totil payrollpayroll I'mfor

chan:;c~.changes. Emplo:C'csEmplovccs havehil\'(' loundround itit morenwre enicicntefficient 10to makemilk .... nn-lineon-line changeschanges toto
theirtheir allotments.allotments . TaXes.taxes. ThriliT hri tt SavingsSavings PlanPlan andund llHealthca lth 8endltsIk nclits throughthrough aa .eCltresecure
onon lineline system.system.

6.6. I'rumplPrurn pt 1':1)'P:t~ '

\\'c\\'t.' recommendrC:L~mlnH;n<.l thattha i thethe DepanmentDepartmen t continuecontinue ttoo strengthen:>trcn~th<;:n iibb rrocedurc,~procedures !()rlor

timelytimely payme-lllpayment ororim·oices.invoices. with\\it11 tl~etl:e aimaim ororincn:asingincreasing ilk'the' percentagepercemage orofim-oie$invoices
beingbc:ing prudpaid inin aa iimeltimei~, manner.manner.

RespoRe::'[)(llIS<::nse: II hehe DepuruDepartmentncnt hasha::. im?l'O\edimp ro ved iitsts on-timeon-time p::Jyl11cl1tpayment raterate- forfo r domesticdomestic
imim oicuicc'ses ItoII :.lppro:,iJncndyapproximately 9090 pacent.percent. againstaguinst till't.ht· g{wernment,widegov ernment-wide standardstandard oro f 989~
percepercenlnt 01'oi ' invoicesinvoices 10to bebe paidpa id iinn aa timeltimelyy manner.manner. The('he f)epartmentDepartment hashas idcntiidcntitiedtied
Ihethv primal':primal': operationaloperational causeCUlbCSs lorlor btl.'btl' paymcJ1l:-payments andand technicaltechnical issuesiSSLle~ inin thethe
automaaU[(lll1<1lt:Jted on-limeon -time calculations.ca lculations. whichwh ic h ma)mav ha\h,1\ L'c undcrcountcdundcrcounled thethe numbernumber oror
cbim:-cluim-, p"idpaid onun lime.time. AsAs aa result.I'e~ull. thethe DepartmentDcpa rrm cru 11:1Shac; narrowednarrmvc:! i1silC; c!'1()r1..;c!'1()rh 11>Ie> !(!,'1c'U<;WlIS

onon thethe rrouloot ouperationalperational causescauses oror thethe paymentpayment delays.delays. IInn addition.addi tion . thethe Dqx:nrnemDcparunent
isi:- tr.msiuoriingtr.mSititlfling toto thethe ClohalClohal FinancdFinanc iul Management\.lanagcl1lenr SystemSystem ,mdand hashas revirevisedsed lht'tilt'

basisba:,is forIor collel'lingc(1lk:eting PPWlllptrompt PPayllll'nlayment data.data . whichwhich sig~it:niCicantlyni ficaml« improvesimproves (theIll" qualil:qlla :i(~

u(o( automatedaULOmaLL'd datadata usedused III10 caicllJatecalcu late on-limon-link'.... pef'c.:ntagl.'p.... re.:nt;~gl'S_::> .
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ReR~commcndaticn:commendation s

i; HeritageH eritage AssetsAsse ts

•• We\\-'(' recommendrecommend tthathat thethe DcpanmemDepartment includcinc lude aalllln\\,llrk,ll artwork , incluJil1;;!inc luding
"inacti\e""inact ive" nrop~rty.property. inin irit"s countcount of'h:ritag.c(l r h.:rita~e assetsassets,.

•• WeWe recommendrecommend thatthat tthehe DcpanmentDeparuneru enensuresure thatthat allall herherita~eitage aa~sctsssets
arearc aappHlprialel)ppropriately labeledlabeled furfur trackint:track ing purposes,purposes.

•• WWee recommendrecommend thatthat thetlte fkpllrlmentDepart ment confirmconfirm thisthis (this(thi s refersrefe rs toto
Fmbas:,yEmbassy BanB;1l\gkokgkok having.h:wing Il(lno heritageheritage assetassets),s) . llthcI(the embcmba.:;--assy Joe:'jpcs

havh:1\ ee heritageher itage property,proper ty. we\\'c recolllJll,;-ndrec omm end tth:lthat itit bebe properlypro perl y
n:corded,recorded.

•• WeWe recommendrecommend thatthat thethe DepartmentDcpartment rL'inforcere in fo rc e thethe existingcxisting polpol ciescie::
..oInn herheritageita ge Clssetsasset s wwithith Pl)st',po sts . InIII addition,add ition. ththe' Dep:lfilllCnlDcparuncm neecsncccs toto
dndevecloplop aJ betterbetler proc<.'5sprocess tllto ididentieru iIyt'y andand reportrepo rt herilageheritage assetsassets onOil itsits
aannualnnua l fiiinancialnancial sswtcmcnts,tatements.

1Bi:;:;rO!l~~:~:;;p.Q.!,l:...~: : Ri\1willRM will workwork withwith thethe BureauBureau orof AdAdministration,ministration. \wh....hichich isis rcspollsibltrespon sible
1<.1rtor 11-1-.4 FFA\:\ :' 11011011 ;1SSetasset management,management, andand thethe owni'1gown i:lg organizorga!1i/..ation~ations orof' ththet: heritagehcTit:Jgt.:
aasseLsse ts toto cbrclari!)'ify andand reinforreinforce:,ce. asas necessary.neces sary. thethe guidanceg.lIidanc~ onon heheritageritage asseta~sets,s.
Con'el11in:;Conc erning OIG'sO fGs recommendationrecommendation abolllabout identificationide nt ificat ion codescodes onon heriugehe ritage assets,asse ts .
we\\'(:' '\-ouklnotewo uld note lhatthat arar; accept:ibleacceptable altemativ<.:alternat ive toto placingplacing aa barcodeban:.xk onon aQ herheritageitage
:bSC{asset isis \(Ito pholographphotograph theth:: assetas 'ct andand placeplace thethe barcodebarcode onOJl thethe asset.assL'L

(iFSCiFS re\'ic\\eoreviewed thethe momostst ,,'uITcnlcurrent WchNEPAWehNEPA lilt:file fromfrom lEmbassy.mbassy Bangl3ang~okkok andand \\'as\\":15

ableab le IIIto v\eril\eri (\ tthaIhat ththL'Teere an:are nnoo hheritagee ritage asasset.set s cucu~rentlyrrc ru ly recorded,recorded . CFSGFS isis
.:orrespcnJingcorrespond ing \\\\ ithith thethL' L1~ll1bassymbassv 1tn0 conconfirmlinn datcd31C andand deraiderailsls oror changeschanges toto
WdWeb:'\EPf\J'(EY /\ andand willwill rrecordecord lhethe conespondingcorrespondin g adjustmentadiu suncm lotheto the DDl'partmCf1i'scpnruner u's
rerecord:>,cords

H.S. DcfclTl·dDc fc r r ed i\laintclluncci\ l ai n lc llu n Cl'

WeWe recommendrecommend thatthat thethe [)epanmclltDepartment continuecom inut:' jitsIS erli:Jrlse Ifons IIIttl <.:ornrl.\comply \\\\ iithth thethe
requirementsreq u ireme n ts oorrSSFl,FFASAS :'\0,'(C! . 11-1,-1.

I{I{esrtln:-¥~:csnon sc: : InIn orderorder ttilo meetrncct till'till" imcmintcn: oof'f thisthis recrCLol11mend:ltjoll,o mmen da tion, \\'c\\ 'C 'l'i11wi l] pI'\)\pro\ idide..'
adadditio!uldit ional detdetaila il iinn ourour 1FY:'1' :::0072007 ReRequin~dqu ired SupSUppkl11c'Il[i1r)plementary lnlolnfonllatillllrmauon ssectionect ion (\(,-, (
lht"Ihe Il'eri'0n11anl'<.''tTi l ll'll1an<.' <.' andand ;\ccCluntnhiliryA cco unrahi Ii l ~ ' RRcpurteport ccOllcell1ingoncern i 11!; dd;:,Tt'dde lerrcd maintcn::n,:<c,1l1 ~1 inrcnancc.
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RC«HnmeJldatiol1Re((Hnmendatiol1~;S

Y9.. O;\1B01\n~ CircularCircular ..\-12.1A-12.1

WeW\.' n,:co!TIll1endrecommend thatthat thethe DepartmentDepanment devdevelopelop aa cOlTecli,'c'correct ive anionaction pplan.lan. iincludin~ncluding
mimilestones.lest o nes . 10to iimplementmplement thethe r,,'medialremedial :lCtivil)activit , recommcnd('drecommended hyh) itilSs assessmentas se ssment ofof
ii()t<:T!1~\Il'(mtrob,nternal control s.

ReRCSQilnse:sponse: TThche ()epart:nentDepartment wiwi IIII rrerarc:'prepare lonnalformal corrcclicor rectivev(' actacti:::mion planplanss forfor ai:nynv
rcpn:ponabl:on abl: conditionsconditions duringduring FYFY 2()lJ(12006 :IasS agreedagreed !I)l(l !-I:h) thethe SeniorSenior !\sscssmcntAsse ssmen t
IIeam,earn. Forr,:>r Ihethe otherother dedcliciencicsficiencies listcdlisted inin Ol(j'sOI(i 's attattachment.ac hmen t. We'we \\\\ illill !1)llLm1~11 1(\\1 upu!'
durinduringg ourour FYFY 20072007 workwork 10to idcntiidenlil~\'(\' correctcOlTecti\\~ive actionactionss lakentaken andand tetestst ananyy n('\\new
,:ol\trolscont rols thatth::lt 11::1\ehave bbeeneen implemented,implemented.

W\\'ce concurconcur wwilhith thethe rere::oInmcnJaticncommcndaticn to\(l includeinclude :Ja lT1t'lhodolog:'methudology sectionsection inin thethe c:'clecycle
documentationdocumcmaiion andand wilwilll addadd thaIthat narrativenarrative duringduring thethc FYF Y 20072007 work,work .

10.HI. ControlsCunrrols overon.' r CashC.lsh andand CashCash Ih'ccipls-J{('CCip IS - POSIPost

\\'e\\' t.' re,::oll1l1lcndrecommend thattha t [II.:the DepanmentDepartment ensureensure th::Jlthar ")OSb"lOS!:' slrengll-cnsncng tlen c('nlmbcontro ls ()\ove~rr cashcash
andand ;,;ashca sh receipts,rcceipts,

Response:Response: RMiGFS:,,'RI\1i(iFSiS accacceptsepts recrC'I.'ommcncblinnommendation F!ii' (I(l andand wiwillll draftdra ft :111'\1:111 ;\ 1 1)D;\(':\ ('
f.:il\;raling.reiterati ng ppost'sos t's rcsponsibililics.responsibilitie s. inin accordanceacco rda nce \\'jthwith -+-+ FI'AllA i l andand Ihethe CIshicrCashier Us<.'rUser
C,iuiJe.Gu ide, lCu: sstn:ngthclltreng then cllllroiscontrol s O\erover thL'till' iissuesssues addresseJaddressed inin [thishi s rerecommendation,comme ndatio n.

JJ 1.1. Stall'Stall' andand FcdenFC<.!l:r.tlll JncomclllcollH: Ta\Tux \Vilhholding\ Vil h ho ld ing

\\\\'~,'", rrC\.'L)J1')!llclldecommend thatthat thethe Depanm\.·ntDcpa run .... nt encllSlI!'\.'sure lhatthat ilil hha:--as aa copcop>y ,)1'\,1' Ih\.'th\.' \\\'--1\'--l rorCor allall
l'mployces,employees. IIIIn addition.add ition. iitt shouldshould d'c\clop:1develop a Pl'lprocessKC SS 1ttl0 re\reviic\\'ew tthehe all10unta 1l101lJ)[ of0 1'

\\\\ itithholdin;;.;;hhn ldin~ s 1I-or'0 1' st<\i('sta re anandd kkd\.'ral' ck ral iincollll'ncome 1::1:--C",[:1 :->'1.'5 .

I«'SPOIlSC:R('SPOflSC: ThcT he DepartmentDepartment a~reesa~rees Ihalthat aa fX1paper \\\\ ' -4-..j 1(.\1"f1cT I'llI' ea('<Jellch emelllplo)p loyeeee s!wulJshoulJ he!-II.'
partpan orof thcthe oriorigjnalginal paperworkpaperwork signedsi~ned byby aa ne\\'new emploemployeeyee whwilenen tl1\.';thL'} enterenter tthehe \\\\ (Irkork
!(l!'Cc,force. Thi:--This iinlc)f'l11<lli(lnnlorm arion isis ssenten t It)I t) thethe ra)pa yrrollol l oto,'jiceficc andand isis maintainedma inta ined :1:"<I~ ranpart ornf thethe
payrollpayroll rolder.[older. EEmployeesm p loyees marnayy decte lect 1\'tt ' changechange ltlei!''lcir \\1-4W-4 electionelection aatt an)1imC'.anvr imc 1If1'
~1l1~ !11 ~mplcyt.:'(,employee submitssubmi ts ita L'!1angL'change 10to [1:Jyroll.p:J :- mIL thethc changechan~e ii~~ mademade Jndand ththee p:iper\\prJ...paperwork isis
11j'j kdkd,. Empl\)Emp loyeel:CSs 110\\now ha\'chave b<ecoml:become adeptadept atat makingmaking (lll-I(In-I iirlL'nc \\\\'--1'--1 chant-es,ch anges .
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RccommendutRccomrncndationsions

\\'\VcC haveh:lYC bq:;unbegun aann 1:11;)11Cn;)11 toto enensuresure 1hmthat ememployeesployees anare: ,1\\awareare ofof tthL'he basisbasi s [O~lo ~ ourOUl'

incomeincomc taxtax withholdings,wi thholdings. AtAt thethe conconclusionclusion ofof thisthis ecfjemffort andand iinn cocombinationmbi nation WI!Ilwit h
thethe electron~kctronicic tiling,tiling, wcwe expectcxp<.'ct toto gg.:·catly:'c<1tly improveimprove ouourr taxtax wilhholding.withholding
documendocumentattatioion.n.

12,12. i\Management'sl a nage lll c n t"s IJisl'ussionl liscusxion andanti A/\nalysisna lys is

\\\\'c'c recommendrecommend thatthaI thethe DepartmentDepartmcnt (ol\()\\folkl\\ thethe guguiciJnceidance ennuiconuinedned inin U\lBU\1B
CircularCir.:ular A/\-I.'{)-I.'!) inin ddl"\'~I(lping.eve lo p ing itsits :'vID&:\.YID&A.

Resp<.Jll::--<::ReSPOll~~ ; \\\:\VI: uppraPI'J\:l:i:llt:cci .uc ttilt:ilL' OOJCi'~JCi ' ~ UJlIIIIIt'IIl:>couuucu ts andand relecoI11nler.d::njIl11~conuucr.da t ious lL'g:lIdJegnldingi nt: lhcthe

cocomplclcncs:,m pl e teness oul'f' Mam:gcmcnt'sManagement's Dig;':lI~sionDiscussion andand :\r131:Ana l;.si.sis ((\'ID&A)\ ,1D&A ) inin thtilL"e fYFY
.200~()(l(l() PerformancePerformance andand ACC(llHltabililyAccouniahility ReportRe po rt (PAR).(PAR). TheThe Depal1lllentDe partment orof SS:at<.':ak
mlll~lke::--akes e\'cr:every dlorleffort tottl :'\)l11ply:omr1y fullyful ly withwith arrlicarlearplical-k 0\180:--'113 guidancl'gui da nce onon tilL'the l'ARI'AI, :llldand
willw ill cpntinuecontinue toto dod o so.so. Wl'\\.'L' ackno\Vkdgeac knowledge thathutt tthehe 1\-'ID&A'I/ID&A diddid :1otnot directl:directly addreaddreSSss
the'the popI)ssiblcssib le futurefuture clT:clSe ffects ofof exiexi~lir.gsli rg evenbeve nts andand conditionsconditjon~.. TThishis infonnatinformatonon is,is.
howho\\'e\'cr,ever. includedinc luded inin tlht:he MessageM e ssage fromfrom thethe Secretar).Secretary, whichwhich arrearsappears herorL'before thelhe
;-vID&:\\ID& :\ iinn thethe P;\R.P:\R. ForFor examplt:.cxa rnplc. .:11<:he SClTctarySeLTL.'Wry discussesd iscusses ththee impactimp:1ct nl'theof the
C011niclc o n fl ic t 3g.ainstagainsl terroriststerrorists andand viole\'ioh:nlnt extremistse xtrem ist s oonn diplomaticdiplomatic readinreadinessess andand
d"pldt~plo."nvnl,ny nv!1r . fj'o]'i'ignOJ'i'ig n :;1<:"i"!:lnct,'l"" iq :ln l't· prnt'.n1l11ming,prnr.rmnmi n g . ::mci1I1c1 slratt'!!i,qrallTic r;.tl111c"ringra'1twring InIn ltil<'h e

"Ullin:,future. \\\'L"\L' \wi.. illll ensureens ure Ihatthat iinlorm<.llinnn fo rmation ofo f thisth is nalurenature iiss includedinc luded inin tthehe \\11)&A:II)& A aass
,\'Cwell.II.

W\\<:L.' :.llsoal so :.lckno\\'lcdgcacknowledge thathatt tthehe \-1D&A:'0. 1D&.-'\ lackslacks sspecificpeciIiI..' planplan's andand timeltimeline~ines forfor
1IIII:IJ...illg,1:1l-.ill inillqlllJ\L'111Clll:>b q u u vc u rc u t -, \\\IJt.:lllwgCb\ lJ c l l l ;lI bel~ wewen::n: IIllIur11 Illel.IIIL'\. I-tuwt.:\el.HU\\'L: \L·I.ttile':l,,:: discdisCLI:'>siulIus xiou

ofof 1\::ri'ollll'JIlCCPerformance Management\·1ana?-cmcnt inin thethe 1\MI)&/\·11)& ,:\ dedes(rihesscribes ththce M\.1issionission StrStrat<:gicate gic PbnsPlans
:lndand SeSenior'nior' Policy.Policy, PcrforJnanc('Pcrfonna ncc andand T<t:S(IUrCCReso urce RRc"viL"\\'S.eviews, wh\\'hichich arcart:
:lTll1u:li:lIJl1l1:11 p-:rf(lnn:lIlCCi' ,:r f(lnnancc rl'\rcvicvic\\'v pr\\CL'S~L'Spr,ICL'SSL'S tinttint intcgr.l!L'irncgr.uc !wrronnann:performance pbnnpl:.Il1 l1inin!,!g intoin to
dipJiplnmaticlo ma tic andand assislanc:eas si s tancc prograrm.prog rum s. TheThe DDepar1mCnlepartme nt includedinclu de d 11LTI'Ormanc<:performance
ttar~etsa rgets aandnd detJelaikda iled plansplans andand firm-linetimelin<:ss furI'm impnl\imprn\'ing'ing pprogramrog ram pcrjlerl(m)l:tncctorm an cc inin
thlolL'e perl'crmane..:performance twble.;ubl c : (II'o f theth..: PePnlllllllane<:rformance SectiSC<:tillllon ,Ill')f thethe Pf' :r\\I-:E,. \\1t.:a1C'asurcss eJ res ith:.!th.n w\\ erecr..:
ralL'drated hchmbclo vv oror ssigniignilicant(jeanllyly hLhL"lov.'IO\\ largL't.target . Jllrfo r ex,Jmpk,exampl e. includeinclude extraL~xtra fielicldslds thaitha t
describedesc ribe lh..:the reasonr L'L1S 01l foj(lrr s5hol1l:111ho ru a ll ondand sstepste ps thethe DepartmentDepartme nt w\\ i!ii'' taket:1I.;(' lOto iimrr~)\m p roveL"

pp,:rl()rm~lnec.cr lormnncc. InIn ttheh e future,fut u re . we".;co willwi ll cn"urcen sure thatthat this,(hi~ informationin fo rma tion isis alsal;.oo rctn.::t1cl'kdlec tc d inin
thethe \ID&.:\\ 11)<\: .'\ ttoo 111<:the extentextent popllssibk,ssible ,

SSimiL1rl~.im iLJrl: . wew e ad,n(l\\kdgcacknowk'dSL' tl1:lttha t Ilh..:hL' 1\'11)&:\:\1])&:\ doedoc~,:. notnot includeincl ude allan LL'\alu:llion'\ a lu.ui o n Ol'thL'o l th<..·
~~igniljL';lI1CL"igll i l j l' : lIl cL' uJ'ul1ckrlying.u l' ul1Lkrlying r:Klorsf~\L'lOrS tl1:1ttha t may111:\Y hh~l\e:I\ L' affectedan(:ctl'd repcncdrcp cncd peperlrfo('ll"Jll.l11C('.rm ance.
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RccollllllcnduRccornrncnda ttiionon:--s

TheTilL' w\\ iielede rangerange orDepanmentofDepartment actacti\'ilje~ivities mademade itit extrL'melyex tremely ddiifffricu!ticult toto iell'mit)idt.'l1l if> :la
limlimiteJited numbernum ber ofo f underlyingunderlying !3clOfSfactors th:ltma~th.u may h,1\'chave aafTeclcuffected I'crfOrl11:.l1Hperfor mance..'L' ~ln\Hl

indindi\ividuaiduull initimives,initiatives. :\S;I: \ 5:J result,result, thithiss inJorrnmioninformat ion waswas includedinclud ed inin thethe PerfoPcrrormancL'rmance
S-':Clion.Section . where\\Ilere specilicspeci fi c initiativesinitiat ives havehave dedicatedded icated indicatorsindi cators th:l1tha t disclldiscu sss thethe impimpaciact
ofiniernal)j' i I1lernal] andand eXlemalexternal faf'H.:tursctors thaIthat maymay Iwhave\'e afallecredfected pperformance.erformance, IInn tthehe !'LHLlre.future .
wewe willwi ll ensurCOSllrt"e tharh::llt thisthis inlonnationin form ation isis aallso'0 rdlecredrefl ected inin tthe:he MD&AM D&:\ toto [hethe exrcnrextent
possible,poss ible ,

13.I ~ . FFOI"eignoreig n ServiceSe rv ice RetirementRetirement anda nd Fund'sFund's ActuarialActual'illl LiahilirvLiahilif:\

\\'WL'e rCC(lllllllendrecomme nd thatthat thethe DepartmentDepartment considercon:>idcr tht.:the sugg.estionssug gestion s ppnlVidt.:drovided byby thethe
iindcpcndcJ1lndependent :3Cillu~'IClUJry duringdur ing fufUlureture actuari:11actuarial assusscssmt.:nts.ess ments.

RRespof)se:espo nse: \VWec w\\'iillII consideCPf)si dcrr thethe repn:port'sort ' s recommendatireCOlllllll'nd:Hi oonsns i!lin lllHmakingking futufuturere
aa-':luarialct uarial :l5SCssmcnts.assessments .


