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United States Department of State 
and the Broadcasting Board of Governors 

Office of Inspector General 

PREFACE 

        This report was prepared by the Office of Inspector General (OIG) pursuant to the Inspector 
General Act of 1978, as amended, and Section 209 of the Foreign Service Act of 1980, as 
amended.  It is one of a series of audit, inspection, investigative, and special reports prepared by 
OIG periodically as part of its responsibility to promote effective management, accountability 
and positive change in the Department of State and the Broadcasting Board of Governors. 

        This report is the result of an assessment of the strengths and weaknesses of the office, post, 
or function under review. It is based on interviews with employees and officials of relevant 
agencies and institutions, direct observation, and a review of applicable documents. 

        The recommendations therein have been developed on the basis of the best knowledge 
available to the OIG and, as appropriate, have been discussed in draft with those responsible for 
implementation. It is my hope that these recommendations will result in more effective, 
efficient, and/or economical operations. 

        I express my appreciation to all of those who contributed to the preparation of this report. 

Harold W. Geisel 
Acting Inspector General 
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EXECUTIVE SUMMARY 

The Department of  State’s interest penalties increased dramatically in FY 2008 to 
$5.4 million, from $405,000 paid in FY 2006, because of  increasingly late payments 
paid to its vendors.  The Office of  Inspector General (OIG) initiated this audit to 
assess the Department’s compliance with the Prompt Payment Act (PPA).  More 
specifically, it was to determine whether the Department successfully made payments 
to vendors in a timely manner, to examine the reasons for untimely payments where 
they occurred, to determine whether proper interest penalty payments were made on 
late payments, and to determine what actions management planned to take or had 
taken to correct deficiencies for payments that were not made timely. 

PPA requires federal agencies to pay their bills timely, generally defined as within 
30 days of  receipt of  a proper invoice.  OIG randomly sampled the Department’s 
domestic FY 2008 payments subject to PPA and found that 157 (56 percent) of 
the 279 sampled payments were not made timely.1  Almost 80 percent of  interest 
penalties were assessed against four of  the Department’s bureaus: Consular Affairs, 
Diplomatic Security, International Narcotics and Law Enforcement Affairs, and 
Information Resource Management.  Of  the Department’s more than 5,000 vendors, 
10 vendors received half  of  the penalties and 30 vendors received two thirds of  the 
penalties.  In addition, the Department should have paid interest penalties on 34 per-
cent of  its payments but paid penalties on only 24 percent of  the payments sampled. 

Interest penalties increased in FY 2008 primarily because of  delays in process-
ing invoices caused by the change to a new accounting system in May 2007.  Initially, 
the Department was unable to process invoices for weeks after the implementation, 
and large backlogs occurred.  The Department took several steps to resolve some 
of  the problems that occurred during and after implementation of  the new system.  
However, one significant problem that has not yet been resolved is the new Depart-
ment requirement that invoices should be paid at a detailed level of  cost (line item), 
whereas previously, invoices were paid at a broad level of  cost (header). This new 
requirement has created more work for bureau personnel who approve and review 

1Untimely payments are payments that are made earlier or later than the time periods established 
by federal laws and regulations. [Source: 31 U.S.C. chapter 39] 
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invoices, including additional responsibilities for contracting personnel who had not 
previously been required to review and approve invoices at this level of  detail and 
who were not adequately trained for this task. 

This new process continues to be one of  the greatest factors causing delays in 
payments. The Department hired a consultant to review the procurement and pay-
ment processing problems that occurred with the change to the new system, and 
the consultant recommended that funding be established at the broader header level 
to simplify the contracting process.  However, no corresponding change was made 
to simplify payment processing.  While approving costs at the line-item, or detailed, 
level continues to create delays in processing for bureau personnel, the scope of  this 
audit was not sufficient to determine whether the benefits of  the change outweighed 
the costs and impacts of  the change.  Certain technical problems also occurred 
when the new system was implemented, and these problems have not yet been re-
solved, including issues related to the delivery date and the posting of  refunds.

 In addition, while segments of  the process can be tracked, the Department 
does not have the means to track payments from the receipt of  an invoice through 
the review, approval, and payment of  the invoice.  Reporting has improved, but it 
needs further enhancements.  Further, the process requires many manual steps that 
increase delays in payment processing.  In general, the bureaus that had more con-
trol over and oversight of  the payment process had fewer late payments than those 
bureaus that had less control.

 The Department paid interest penalties of  $5.4 million in FY 2008 as a result 
of  the untimely payments—an amount that could have been used for other Depart-
ment programs.  These penalties created problems for the vendors who do business 
with the Department, and, according to the independent consultant, the Department 
even lost vendors because of  untimely payments. 

OIG is recommending that the Bureau of  Resource Management (RM) resolve 
outstanding problems with the new accounting system, implement a process or sys-
tem to track all invoices from the receipt though the payment of  the invoice, make 
the late payments report more timely, and add performance metrics to the late pay-
ments reports.  RM should also develop a plan to further automate manual processes 
and establish policies and procedures to improve oversight.  Finally, RM needs to 
resolve errors identified in this report as underpaid interest penalties and establish 
internal controls to ensure that documents supporting the calculation of  the pay-
ment due date match the information in the Global Financial Management System. 

2  . OIG Report No. AUD/IP-09-24, Audit of the Timeliness of Dept Payments Subject to the Prompt Payment Act - Sept 2009 

UNCLASSIFIED 



 

 

 

UNCLASSIFIED 

Management Comments 

In its response to the draft report (Appendix E), RM concurred with OIG’s 
recommendations, but stated that it was “disappointed” that the report did not rec-
ognize recent reductions in the Department’s FY 2009 late payment penalties, which 
RM stated were $1.17 million through August 2009.  RM also said that the report 
did not include a full recognition of  the challenges it faced during a “volatile period 
of  business process change,” including “perhaps the largest upgrade of  Department 
software in a single installation and conversion” and “the increase in complexity, 
volume and Department-wide responsibilities in the payments arena” attributable to 
growth of  the Department’s mission and financial resources during the period. 

RM stated that steps have been taken to address the report’s recommendations.  
Specifically, RM stated that it has resolved technical problems with GFMS, explored 
the feasibility of  using GFMS to track invoices throughout the entire payment pro-
cess, reduced some of  the manual steps previously required to process invoices, and 
continues to evaluate alternatives to fully implement electronic invoice processing.  In 
addition, RM stated that it is working to provide bureaus with performance metrics, 
conduct additional training in FY 2010, resolve the interest penalty errors identified 
in the report, and enhance its quality work instructions and reference documents to 
improve controls over payments.  

OIG considers all recommendations resolved and will close them when it  
receives and reviews the requested supporting documentation. 
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BACKGROUND 

In 1982, Congress enacted the Prompt Payment Act2 to require federal agencies 
to pay their bills on a timely basis and pay interest penalties when payments are made 
late. Of  24 federal agencies, the Department had the lowest percentage of  payments 
made timely throughout FY 2008. For this period, the Department paid an aver-
age of  70 percent of  its payments timely compared with 90 percent or more for the 
other 23 federal agencies reporting. 

The Department reached a low of  35 percent of  payments processed timely in 
June 2007, shortly after the Department changed to a new accounting system. For 
the preceding 3 months, the Department made an average of  94 percent of  its pay-
ments timely. The Department has made progress in reducing the number of  late 
payments since June 2007, as shown in Figure 1.  However, it still averaged a timely 
payment rate of  only 79 percent for the first quarter of  FY 2009.

Figure 1. Percent of Payments Paid Timely 

Source: OIG prepared. 
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 The increase in late payments correlates to a dramatic increase in interest penal-
ties of  $5.4 million the Department paid in FY 2008, as shown in Figure 2.  In FY 
2007, the Department reported that it had paid $1.4 million in interest penalties.  For 
FYs 2005 and 2006, the Department reported that it had paid interest penalties of 
$557,000 and $405,000, respectively. 

231 U.S.C., chapter 39. 
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Figure 2. Amount of Interest Penalties Paid 

Source: OIG prepared. 
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Processes and Systems for Processing Payments 

The Bureau of  Resource Management’s (RM) Global Financial Services in 
Charleston, South Carolina, is responsible for receiving and processing the De-
partment’s domestic payments except for designated billing offices (DBO). When 
invoices are received in Charleston, the vendor claims group reviews the invoices to 
determine their validity.  Improper invoices3 are returned to the vendor, and proper 
invoices are sent to the bureaus for review and approval. After the bureau completes 
its review and approves the invoice for payment, it forwards the invoice, along with 
a statement of  receipt and acceptance of  goods and services and any other support-
ing documentation, to the Office of  Claims by e-mail.  This statement is received by 
Charleston and reviewed by a certifying officer, who approves the invoice for pay-
ment. (This process is detailed in Appendix B.) 

The Department developed a goal of  25 days to process an invoice from the 
receipt of  the invoice to the date it is sent to the Department of  the Treasury for 
payment to ensure that payments are made timely.  This goal is divided into time 
lines, with a specific number of  days assigned to each step of  the process, as shown 
in Figure 3. 

3An improper invoice lacks the information required under 5 CFR 1315.9(b), including items 
such as the vendor name; the invoice date; and the description, quantity, and price of  goods or 
services rendered. 
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   Figure 3. Invoice Payment Timeline 
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Invoice Payment Timeline

 

U.S. State Department

Goal: Send Payment to Treasury by Day 25 To Avoid Prompt Pay Penalties

Task Days GFS B&F COR GFMS Treas.
Vendor invoice received 0 x
Enter invoice and  send to bureaus 1-3 x
Receive, log, 
approval

and send to COR to obtain 1 x

Review, 
invoice

approve, and/or deny vendor 2-5 x

Determine funds availability 1-2 x
Scan approval form and supporting 
documentation, and send complete 
package back to VC*

1 x

Complete invoice, and enter payment 5 x
Approve/reject payment voucher 2 x
Disburse approved       payment voucher 3-5 x
Pay submitted claim 1-2 x

    *Vendor Claims Office    
    Source: RM Contracting Officer’s Representative Conference (March 2008). 

RM uses the Global Financial Management System (GFMS) to track and pay 
invoices. When Charleston fi rst receives an invoice for payment, it creates a docu-
ment in GFMS to record the receipt of  the invoice, which allows RM to track the 
payment.  The invoice receipt date is entered into GFMS at that time, and the invoice 
is then sent to the bureau.  The bureaus are responsible for providing other signifi -
cant dates, including the dates that goods and services are received and accepted.  
These dates are necessary to compute the payment due dates and are recorded on an 
invoice approval form that RM uses to input these key dates into GFMS.  The Offi ce 
of  Claims then schedules the invoice for payment by the Treasury.

Several bureaus and offi ces are DBOs, which are responsible for receiving and 
processing their own payments, including the Bureau of  Overseas Buildings Opera-
tions (OBO), the Foreign Service Institute (FSI), the Diplomatic Telecommunica-
tions Program Offi ce, and the Offi ce of  Language Services. These DBOs receive, 
review, and approve their own invoices.  A representative from RM then certifi es and 
schedules payments from these offi ces.
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Regulations Governing Payments Made by Federal 
Agencies 

The Prompt Payment Act and other federal regulations govern the time that 
agencies have to make payments, and the amount of  interest penalties that they must 
pay when payments are not made within the required time period. These regulations 
specify the invoice receipt date, the dates for the delivery and acceptance of  goods 
and services, and the payment due dates, which are necessary to determine whether 
payments are made timely. OIG used the definitions included in the Prompt Payment 
Act and the Code of  Federal Regulations to review supporting documentation for 
sampled payments. These were compared with the dates the Department used to cal-
culate its payment due dates. These regulations also provide information on how to 
calculate a constructive acceptance date where necessary and determine the amount 
of  interest penalties owed for payments that are late. 

The Prompt Payment Act generally requires that payments be made within 30 
days of  receipt of  a proper invoice for procurement contracts and vendor, utility, 
and Commodity Credit Corporation payments.4 However, payments usually should 
not be paid earlier than 7 days prior to the due date5 unless they are less than $2,5006 

or when an agency determines that the government benefits from accelerated pay-
ments.7  Agencies must consider the cost of  funds to the government when making 
early payment determinations. An invoice must be reviewed as soon as feasible after 
it is received to determine whether it is proper.  A proper invoice will include the 
name of  the vendor; the invoice date; the description, price, and quantity of  goods 
or services actually rendered or delivered; and other required information.  If  the 
invoice is improper, an agency has 7 days to return the invoice to the vendor after 
receipt.8 

431 U.S.C. § 3903(a)(1)(A)(B) and 5 CFR 1315.4(g)(h). 

531 U.S.C. § 3903(a)(8). 

65 CFR 1315.5(a). 

75 CFR 1315.4(j). 

85 CFR 1315.4(c)(1)(2) and (g)(4) and 5 CFR 1315.9(b).
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To determine the payment due date, from which interest penalties begin to ac-
crue for late payments, an agency must first determine the invoice receipt date.  An 
agency is considered to have received an invoice on the later of  the date on which 
the agency receives a proper invoice or the 7th day after the date that goods are actu-
ally delivered or performance of  services is actually completed.  Exceptions to this 
regulation include the following: 

• 	 when the agency accepted property or services before the 7th day or 
• 	 when the contract specifies a longer acceptance period 

 An agency must document the receipt of  goods and services at the time of 
delivery, and acceptance must be performed as promptly as possible after receipt. 
Additionally, acceptance documents are required to have the receipt date recorded on 
them by the designated offi ce.9  The process for computing the due date is shown in 
Appendix C. 

Performance Measurement 

The Federal Government has established performance goals for payments made 
by federal agencies.  Specifically, the U.S. Chief  Financial Officers Council (CFOC) 
established two goals to measure federal agencies’ performance in meeting the re-
quirements of  the Prompt Payment Act: 

• 	 a goal of  98 percent of  payments made timely and 
• 	 a goal of  less than $200 of  interest penalties paid per $1 million in total  

payments. 

Each agency reports monthly on its performance in meeting these goals. The 
agencies’ performance statistics are then publicly reported at the Federal Interagency 
Databases Online (FIDO). FIDO captures key financial management indicators 
across the Federal Government to provide government managers, Congress, and 
other stakeholders information to assess the financial management health of  the 
Federal Government. Tracking performance on indicators helps to guide financial 
management reforms and targets resources to areas where better stewardship is 
needed. 

95 CFR 1315.4(d)(e). 

OIG Report No. AUD/IP-09-24, Audit of the Timeliness of Dept Payments Subject to the Prompt Payment Act - Sept 2009 

UNCLASSIFIED 

9  . 



  

 

 
  

 

 

 

UNCLASSIFIED 

Prior OIG Reports 

In 1992, OIG reviewed and evaluated the efficiency and effectiveness of  the 
Department’s domestic vendor payment process, including its compliance with the 
Prompt Payment Act.10  This review identified problems with the bureaus and the 
financial management office, including management control weaknesses, that caused 
late, early, and erroneous payments. Specifically, the bureaus did not (1) monitor their 
payment and obligation data to ensure that funds were available to pay invoices, (2) 
submit invoices within the 30-day period, (3) date stamp invoices upon receipt, and 
(4) provide adequate documentation for the receipt of  goods and services. The Bu-
reau of  Finance and Management Policy (FMP), the forerunner to RM, also contrib-
uted to untimely payments because it did not: 

• 	 ensure that its staff  followed written policies and procedures; 
• 	 identify and return defective invoices to vendors; 
• 	 match hard copies of  purchase orders and contracts, invoices, and receiving 

reports to ensure that payments were proper; 
• 	 calculate interest penalties correctly; and 
• 	 implement an effective quality control program.  

The 1992 report also identified problems in the Department’s systems that con-
tributed to errors and delays in processing invoices.  OIG recommended that FMP 
provide guidance to the bureaus, and instruct them to monitor their payment and 
obligation data to ensure that funds were available to pay invoices.  OIG also recom-
mended that FMP provide interest penalty and other reports to the bureaus, provide 
additional training to its staff, implement a quality control program, and improve 
system and software problems. 

10Domestic Vendor Payments and Compliance With the Prompt Payment Act (2-FM-011, March 1992). 
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In November 2000, OIG conducted another audit that included prompt payment 
issues.11  This audit found that the Department had violated the Prompt Payment 
Act and recommended that it pay penalties owed.  

In July 2007, OIG found that the Department did not have an effective process 
for reviewing and approving DynCorp invoices.12  OIG recommended that the De-
partment modify its existing policies related to reviewing and approving invoices and 
assess methods used by other bureaus or agencies to streamline the invoice review 
and approval process and implement these methods if  possible. 

The Department took corrective action to resolve all of  OIG’s recommendations 
for the 1992, 2000, and 2007 audits, and the recommendations were subsequently 
closed. 

11Inquiry Into the Procurement of  Contractor Support for the International Affairs Global Resource Database 
(01-PP-0002, Nov. 2000). 
12Independent Auditor’s Report on the Application of  Agreed-Upon Procedures Related to Selected DynCorp 
Invoices (AUD/FM-07-41, July 2007). 

OIG Report No. AUD/IP-09-24, Audit of the Timeliness of Dept Payments Subject to the Prompt Payment Act - Sept 2009 

UNCLASSIFIED 

11 . 



  

UNCLASSIFIED
 

12 . OIG Report No. AUD/IP-09-24, Audit of the Timeliness of Dept Payments Subject to the Prompt Payment Act - Sept 2009 

UNCLASSIFIED 



 

 

 

 

 

 
 

 
 

 

      

UNCLASSIFIED
 

OBJECTIVE, SCOPE, AND METHODOLOGY 

The purpose of  this audit was to review the Department’s compliance with the 
Prompt Payment Act.  The primary objective of  the audit was to determine whether 
the Department successfully made payments to vendors in a timely manner. OIG 
also examined the reasons for untimely payments when they occurred and deter-
mined whether proper interest penalty payments were made on those late payments. 
In addition, OIG reviewed the actions management had taken, or planned to take, to 
correct deficiencies for payments that were not made timely.

 To gain an understanding of  the requirements of  the Prompt Payment Act, 
OIG reviewed the Act and other federal regulations implementing the Act, as well 
as the Foreign Affairs Manual, the Foreign Affairs Handbook, and Treasury guid-
ance related to the Act. OIG also reviewed performance standards established by 
the CFOC and the Department to measure the timeliness of  payments and obtained 
information about the Department’s performance from FIDO.

 OIG examined reports related to the Prompt Payment Act that it had previ-
ously issued and reports that other federal agencies and the Government Account-
ability Office had also issued. This review also included searching the Internet and 
the Department’s Web site for information relevant to this audit. OIG also obtained 
and reviewed documents from Department officials that explained the processes 
and procedures they use to make domestic payments, as well as information about 
GFMS, which is used to process payments. 

As part of  OIG’s review of  internal controls, OIG traveled to the Global Finan-
cial Services Office in Charleston to observe its operations and interview Depart-
ment personnel, including voucher examiners and certifying officers, responsible for 
receiving and processing payments. OIG also interviewed officials at several bureaus 
responsible for reviewing and approving payments.  Specifically, OBO and FSI per-
sonnel described their processes and procedures and explained how they were able to 
keep late payments under 6 percent during the transition to GFMS.  Conversely, rep-
resentatives from the Bureaus of  Administration (A Bureau), Consular Affairs (CA), 
Diplomatic Security (DS), and International Narcotics and Law Enforcement Affairs 
(INL) discussed the challenges they faced in trying to meet Department standards 
and actions they had taken to improve the efficiency of  payment processing. 
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OIG obtained database files containing all Department vendor payments pro-
cessed domestically during the first 10 months of  FY 200813 (October 2007–July 
2008) that the Department said were subject to Prompt Payment Act penalties. From 
these files, OIG tested timeliness in one category of  payments called “P1,” which 
represented 95 percent of  the total payments.  A random sample of  279 payments 
provided adequate results to project the rate of  timely payments with a 95 percent 
confidence level.  OIG also used these files to conduct analyses that identifi ed the 
bureaus and vendors that had the largest amount of  interest penalties.  The sampling 
methodology is described in Appendix A.

  OIG reviewed the definitions for the receipt, acceptance, invoice, and delivery 
dates included in GFMS and compared them with the definitions in the Prompt Pay-
ment Act to determine whether Department personnel had been provided adequate 
information to understand these “key” dates.  OIG also obtained supporting docu-
ments from RM, including invoices, invoice approval forms, time sheets, and con-
tracts, for each sampled item. These documents were reconciled to the dates entered 
into GFMS, which the Department uses in its payment calculations to determine 
whether payments were made in the time periods required by the Prompt Payment 
Act. 

OIG’s Office of  Audits conducted this audit from July 2008 to February 2009 in 
accordance with generally accepted government auditing standards.  These standards 
require that OIG plan and perform the audit to obtain sufficient, appropriate evi-
dence to provide a reasonable basis for the findings and conclusions based on the au-
dit objectives.  OIG believes that the evidence obtained provides a reasonable basis 
for the findings and conclusions based on the audit objectives.

 On February 18, 2009, OIG provided RM officials with the results of  the 
sampled items, including exceptions identified, and requested comments.  RM of-
ficials said that they agreed with OIG’s methodology but declined to comment on 
individual errors.  OIG, in March 2009, also requested additional information from 
RM related to the issues discussed in this report, including invoice approval by line 
item, tracking systems, delivery dates, reporting, training, and automated processes.  
However, RM had not provided the requested information as of  July 2009.  

In September 2009, RM provided its response to the draft report.  The response 
has been incorporated into the report as appropriate and has been included in its 
entirety as Appendix E. 

13At the time of  RM’s response, this was the most current payment data available for FY 2008. 
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AUDIT RESULTS 

During the first 10 months of  FY 2008, the Department did not pay most of  its 
invoices on time.  Specifically, for 279 invoices sampled, OIG found that 157, or 56 
percent, were not made timely.  The Prompt Payment Act requires federal agencies 
to pay their bills timely.  However, the Department had changed to a new account-
ing system in May 2007, which hindered its ability to pay invoices on time, and it did 
not provide sufficient oversight of  and training to personnel involved in the payment 
processes.  Other reasons for untimely payments included the lack of  a system to 
track the receipt, review, approval, and payment of  invoices; reports that were not 
timely or comprehensive; and reliance on manual processes for reviewing and ap-
proving payments.  As a result of  the untimely payments, the Department paid inter-
est penalties of  $4.6 million for the first 10 months of  FY 2008—an amount that 
could have been used for other Department programs.  

MAJORITY OF PAYMENTS UNTIMELY 

During the first 10 months of  FY 2008, the Department processed 68,356 
domestic “P1” payments, totaling $3.8 billion, that were subject to the Prompt Pay-
ment Act. However, OIG determined, based on the results of  its sample, that the 
Department did not pay the majority of  these payments timely.  Specifi cally, 157 
(56 percent)14 of  the 279 sampled payments were not made timely.  Of  the sampled 
payments, 132 (47 percent) were paid late15 and 25 (9 percent) were paid early.  Only 
44 percent of  the invoices were paid timely based on OIG’s assessment, as shown in 
Figure 4. 

14OIG is 95 percent confident that the frequency of  untimely payments for the universe lies  
between 50 percent and 62 percent. This results in a range of  34,494 to 42,436 untimely pay-
ments at the 95 percent level of  confidence when these rates are applied to the universe of 
68,356 payments. 
15These 132 late payments consisted of  118 non-utility payments and 14 utility payments. 
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Figure 4: Timeliness of Sample Invoices 

      9% 

44% 

Invoices Paid Late- 47% 

Invoices Paid Timely- 44% 

Invoices Paid Early- 9% 

47% 

Source: OIG prepared. 

The percentage of  timely payments is far short of  the CFOC’s standard that 
states that 98 percent of  invoices should be paid timely in accordance with the 
Prompt Payment Act. The CFOC established a metric tracking system for federal 
agencies to track their financial performance against key indicators, including those 
related to the timeliness of  payments.  In order to achieve a fully successful rating, an 
agency must pay 98 percent or more of  its invoices on time. To achieve a minimally 
successful rating, 97 percent to 98 percent of  invoices must be paid timely. Any per-
centage of  less than 97 percent is considered unsuccessful.  

Few Entities Responsible for or Receive Majority of 
Penalties 

OIG conducted additional analyses of  the universe data to determine whether 
a particular bureau, or bureaus, paid a disproportionate amount of  the total interest 
penalties, and whether certain vendors were receiving a disproportionate amount of 
interest penalties.  OIG found that just four of  38 bureaus were responsible for $3.6 
million, or almost 80 percent, of  the $4.6 million in interest penalties paid in the first 
10 months of  FY 2008.  Likewise, the Department paid $1.5 million (33 percent) of 
the $4.6 million in interest penalties16 to just three vendors.  Further, more than half 
of  all interest penalties were paid to 10 vendors, and 68 percent of  all interest penal-
ties were paid to 30 vendors, as shown in Figures 5 and 6, respectively. 

16 The three vendors received approximately $1.5 million in interest penalties on $996 million 
in billed costs for the first 10 months of  FY 2008, which is approximately $1,534 per million in 
interest penalties—seven times more than the CFOC goal of  $200 per million. 
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Figure 5. Interest Penalties Paid by Bureau ($ in millions) 

 
Source: OIG prepared. 
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Figure 6. Interest Penalties Paid by Vendor ($ in millions) 
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Change to New Accounting System 

The most signifi cant reason for untimely payments was the Department’s change 
to a new accounting system in May 2007.  This created a number of  problems that 
impacted timeliness, such as the shutting down of  the system for weeks, changes in 
the approval process that required additional effort, and technical problems that have  
to be resolved. 

Initial Implementation 

When the Department initially implemented GFMS in May 2007, the percent-
age of  payments disbursed on time decreased signifi cantly—from 94 percent in 
May 2007 to 35 percent in June 2007, as depicted in Figure 1. GFMS replaced the 
Central Financial Management System as part of  the Department’s migration to a 
single worldwide accounting system to “improve operations and reduce costs by  
eliminating system redundancies and replacing obsolete and unsupported financial 
systems.”17 

The initial implementation created large payment backlogs that took months 
to resolve because the system was shut down for weeks after implementation. For 
example, an FSI offi cial said that the implementation of  GFMS caused a backlog of  
10,000 invoices, and an INL offi cial said that INL was unable to process payments 
for 3 or 4 months after the implementation. Other bureau offi cials told OIG that the 
interest penalties that their bureaus had paid were attributable to problems that  
occurred within RM’s operations after the implementation. 

In response, RM took several actions to mitigate the problems that occurred 
after implementation, including the following: 

• 	 establishing “Tiger Teams,” made up of  RM personnel, to assist some bu-
reaus by providing training on claims processing and proper invoice review, 
approval, acceptance or rejection, and reviewing claims on-site; 

• 	 meeting with key vendors to coordinate their receivables and break “log 
jams” in the approval process; 

• 	 adding claims staff; 

17Bureau of  Resource Management FY 2007 Financial Report, November 2007. 
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• 	 adding staff  and management to answer vendor inquiries; and 
• 	 establishing a Washington, D.C.-based bureau payables support team in 

cooperation with the A Bureau, including three jointly funded positions, to 
provide on-site support at the bureaus to solve problems and break log jams 
in the invoice receipt and approval process. 

These actions helped the Department increase timeliness to some degree, but 
other problems with GFMS continued to impact the timeliness of  payments, includ-
ing the change in the invoice approval process that occurred with the implementa-
tion of  GFMS and technical problems with the system that impacted the approval 
process. 

Change in the Invoice Approval Process 

The move to GFMS changed the invoice approval process at the bureau level 
and required bureau personnel, particularly contracting offi cer’s representatives 
(COR), to spend more time in reviewing and approving invoices. These changes 
required bureau personnel to approve invoices at a more detailed level than the pre-
vious review process had. A consultant whom the Department had hired to review 
this issue reported, in an action memorandum dated June 13, 2008, that “the single 
factor most responsible for the continuing and current difficulties was the change 
from managing and paying contracts at the header level to the much more complex 
system of  managing at the individual contract line level.”  

This new process of  reviewing and approving costs at the line-item level re-
quires CORs to ensure that each line item of  data on a contract has suffi cient fund-
ing.  Contracts can have numerous lines of  cost data. For example, OIG reviewed 
an invoice that contained 55 lines of  cost data. If  contracts are modified, new lines 
are added for the modification, which may also include different fiscal years.  Bureau 
representatives told OIG that this level of  detail adds significantly more time to the 
review process.  For example, the budget director at FSI determined that it takes 71 
steps to process a payment when it previously took only 20 steps. A CA offi cial said 
that CA used to process an invoice in 10 or 15 minutes but that invoices now can 
take more than a day to process, particularly invoices with multiple lines of  cost.  
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This detailed line-item review process can also significantly delay payments 
when costs are incorrectly paid against the wrong line item. These mistakes must 
be resolved at the detailed line-item level. Future invoices that are sent for payment 
against that same line item will be rejected because all of  the funds have been ex-
pended for that line item. To correct these initial mistakes, acquisitions staff  must 
modify the obligation to increase funding for each underfunded line item, which 
takes more time.  Incorrect charging can also occur when vendors send invoices 
with the wrong codes attached to supplies or services for which they are billing.  For 
example, FSI officials stated that vendors sometimes sent invoices for a specific 
category of  services but that the request for payment did not line up with the data in 
GFMS.  The invoices then had to be sent back several times to the vendor to get the 
right services added.  An INL official said that one vendor had a 97 percent rejection 
rate for its invoices. This vendor had consolidated all of  the costs on the invoices, 
even though the contract required vendors to bill by specific task and amount. 

Charleston has also created problems for the bureaus when they pay invoices at 
the broad header level and do not align the costs with the detailed line-item amount. 
Several bureau officials told us that Charleston did this when they wanted to get pay-
ments out quickly, which helped to avoid costly late payment penalties. However, the 
bureaus then have additional work to reconcile the costs to the itemized line amount 
after payment has been made.  For example, INL officials told OIG that RM made a 
payment to one of  INL’s contractors in October 2007 and that INL personnel were 
still trying to reconcile that payment to the correct accounting lines in February 2009. 
An INL official said that RM did not ask INL for input but just posted the payments 
to any accounting lines that they could because RM was concerned about the con-
tractor’s solvency and wanted to get the payment out quickly. 

Some of  the largest interest penalties that were paid to specific vendors, shown 
in Appendix D, were attributable to this change to a line-item approval process. A 
DS program analyst said that DS did not always reject inaccurate invoices within the 
required 7-day period because an invoice might be transferred among staff  members 
before a review revealed accounting line errors, especially invoices that contained 
multiple contract line items.  DS receives multimillion dollar invoices with multiple 
lines that require a lengthy review process. For example, a 2009 Blackwater invoice 
totaling more than $15 million had 55 separate cost lines for training and other ser-
vices. For the individual who processed some of  these invoices, being a COR was an 
ancillary duty to normal programmatic duties.  A DS official suggested that contracts 
be written so that invoices would be identical to what was written in the contract 
and reduce the time needed to review the invoice.  CA officials said that an invoice 
for one of  CA’s vendors could require the time-consuming task of  completing 20 
invoice approval forms. 
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There may be reasons for this change in the approval process that are unrelated 
to prompt payments.  Since OIG did not conduct a detailed review of  this issue to 
assess the reasons for the change, OIG does not make any recommendations related 
to the change in the process.  However, the section that follows discusses techni-
cal problems that occurred during the implementation and that have not yet been 
resolved. 

Technical Issues That Impact the Approval Process 

Bureau officials also told OIG about technical issues that caused delays in pro-
cessing payments. Specifically, the Executive Director at FSI said that GFMS does 
not allow payments to be made after the delivery date posted in the system.  That 
date is often the date included in the purchase order or contract.  If  bureaus receive 
goods or services after the posted delivery date and are then billed for those deliver-
ies, the system will not allow the payment to post.  FSI said that they now enter a 
delivery date in the system that is one year later than the date stated on the contract 
so that the payment can be processed. 

An INL official said that one of  INL’s biggest challenges with GFMS involved 
the posting of  refunds for contract awards that were converted from CFMS to 
GFMS and then trying to make payments against those same obligations.  If  the 
refund was not posted, the converted balance was insufficient; no mechanism is cur-
rently in place to allow subsequent payments to post. 

Recommendation 1:  OIG recommends that the Bureau of  Resource Man-
agement resolve technical problems related to posting delivery dates and re-
funds in the Global Financial Management System. 

Bureau Response and OIG Reply 

In its response to the draft report, RM stated that it has addressed the technical 
issues related to the posting of  delivery dates and refunds in GFMS.  Based on this 
information, OIG considers this recommendation resolved.  OIG will close the rec-
ommendation when it receives and reviews documentation of  the changes made. 

OIG Report No. AUD/IP-09-24, Audit of the Timeliness of Dept Payments Subject to the Prompt Payment Act - Sept 2009 

UNCLASSIFIED 

21 . 



  

 

 

 

 

UNCLASSIFIED
 

Inability To Track Invoices Throughout the Payment 
Process 

There is no system to track an invoice through the receipt, review, approval, and 
final payment process, so Department personnel have to spend time manually track-
ing invoices in segments.  This often adds additional time to the review and approval 
process. Although RM uses GFMS to track invoices that are sent to Charleston, it 
does not track invoices of  less than $150,000 that are initially sent to the bureaus, 
and it also does not track invoices as they are processed within the bureaus.  

RM officials said that RM is the entry point for 85 percent of  all invoices.18 RM 
has established several means to track invoices in portions of  the process to monitor 
payment timeliness, but efforts are disjointed.  In addition, some bureaus have added 
their own automated and manual systems to track invoices. There is not a standard 
system or process to track all invoices received by the Department through the entire 
payment process.  Some of  the methods currently used by RM and other bureaus 
include the following: 

• 	 An automated process based on the automated invoice document that is 
created when invoices are initially sent to Charleston. However, this tracking 
process does not include invoices received by the bureaus and is only for the 
Charleston portion of  the process. 

• 	 A manual process to account for larger payments that are sent directly to 
the bureaus, rather than Charleston, by requiring bureaus to provide a list of 
invoices greater than $150,000 weekly to Charleston. The list includes the 
vendor name, invoice number, billed amount, invoice date, the award num-
ber for each invoice over $150,000, and the reason why the invoice is still in 
the bureau-approval process. However, this process excludes invoices of  less 
than $150,000, and does not have a mechanism to ensure that all invoices 
greater than $150,000 are reported. 

• 	 An automated system, MetaStorm, to track invoices as they move through 
the A Bureau. MetaStorm combines the rules associated with a process to the 
tasks needed to complete the process. For example, the system can be used 
to track invoices through the payment process, prompting users when they 
need to perform a task.  A Bureau officials said that the system incorporates 
prompt payment rules and that it will prompt users to complete approvals to 
meet deadlines. 

18 In the 2008 Agency Financial Report, the Department reported that it had made 108,123 do-
mestic payments in FY 2008 that were subject to the Prompt Payment Act. 
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• 	 Individual bureau-centered manual processes for tracking invoices within 
CA and OBO.  Previously, OBO used an automated system to help it track 
invoices, but when GFMS was implemented, that system no longer worked. 

Recommendation 2:  OIG recommends that the Bureau of  Resource Man-
agement implement a process or system to track the receipt, review, approval, 
and payment of  all domestic invoices through the entire payment process. 

Bureau Response and OIG Reply

 In its response to the draft report, RM stated that it has conducted a “workflow 
pilot . . . to ascertain the feasibility of  using additional GFMS features to track in-
voices throughout the entire payment process and to gather lessons learned.”  Based 
on this information, OIG considers this recommendation resolved.  OIG will close 
the recommendation when it receives and reviews documentation of  the workflow 
pilot and additional steps taken as a result of  the pilot. 

Management Reports Not Timely or Comprehensive 

RM has not provided timely or comprehensive reports to the bureaus to help 
them assess and measure their performance in meeting Prompt Payment Act regula-
tions. RM began to provide a weekly late payments report to the bureaus after the 
initial implementation of  GFMS. The report includes a list of  payments that are late, 
but the list is often not current.  Bureau officials told us that the list includes invoices 
that have already been sent to Charleston, but that have not been recorded in the 
system. Bureau personnel have to review the list and determine which payments have 
been made and which are actually late, which results in wasting further efforts to 
research invoices that have already been paid.

 In addition, the late payments report includes only the document number, the 
vendor name, and the amount of  interest. It does not include the same information 
that the Department reports in FIDO—the percentage of  invoices paid on time and 
the amount of  interest paid in relation to total payments made by bureau.  These 
comprehensive statistics would provide bureau managers with information that helps 
them measure their individual performance in meeting Prompt Payment Act goals. 
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Moreover, GFMS does not publish a status of  obligation report, which had been 
available under the previous system.  There is no single report in the system now 
that provides the same detailed information; instead, three separate reports must be 
reviewed to obtain the same information.  As a result, the bureaus spend more time 
obtaining and delivering information related to processing payments. 

One report that has proven useful is the award obligation status report, which 
was created in 2008.  This report has helped CORs access information in GFMS that 
they need to approve invoices, including what has been funded by line item, without 
having to search through GFMS screens.  One bureau official told OIG that this is 
the only report that the CORs need to process payments.  

Recommendation 3:  OIG recommends that the Bureau of  Resource Man-
agement make the late payments report more current and add bureau perfor-
mance metrics that include the percentage of  invoices paid on time by the bu-
reau and the amount of  interest paid in relation to total payments made by the 
bureau. 

Bureau Response and OIG Reply 

In its response to the draft report, RM stated that it is working to provide bu-
reaus with performance metrics that include the percentage of  invoices paid on time 
and the amount of  interest paid in relation to the bureaus’ payments.  RM also said 
that several reports currently available contain information that facilitates timely and 
accurate reporting. Based on this information, OIG considers this recommendation 
resolved.  OIG will close the recommendation when it receives and reviews docu-
mentation showing that performance metrics are provided to the bureaus and that 
late payment information is easily obtained by bureau personnel. 

Process Not Fully Electronic 

The current process as depicted in Appendix B for receiving, reviewing, approv-
ing, and paying claims could be improved with increased automation. Currently, there 
are many manual steps that could be automated to provide a more seamless and 
timely process. 
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Most invoices arrive in Charleston by fax or mail, and are then processed manu-
ally by Charleston personnel as follows: 

• 	 Invoices are reviewed to ensure that they are proper. 
• 	 Improper invoices are sent back to vendors with an exception letter. 
• 	 Proper invoices are manually keyed into GFMS. 
• 	 Invoices are e-mailed, along with invoice approval forms, to the bureau mail-

boxes. 
• 	 E-mails are forwarded to the budget office and then to the COR for review 

and approval. 

When invoices are sent by e-mail, delays can occur in processing if  e-mails  
remain in someone’s e-mail inbox for an extended period.  The delays occur because 
only one person has access to the invoice at that point and that individual may not 
always be able to respond timely for various reasons.  Invoices should be sent to a 
group e-mail address so that more than one person can access and process the  
invoices. 

After an invoice is approved, it is e-mailed back to Charleston with supporting 
documents attached. Charleston receives these documents from the bureaus and ver-
ifies that the documents are complete and correct. If  the invoice package is incom-
plete, a rejection form is e-mailed back to the bureau stating the reason for rejection. 
If  the invoice package is complete, the documents are forwarded to another group 
within Charleston for payment.  

A more efficient process would allow for these transactions to take place elec-
tronically within a single system, beginning with the vendors, who could directly 
input invoices electronically. The Government Paperwork Elimination Act requires 
federal agencies “to allow individuals or entities that deal with the agencies the  
option to submit information or transact with the agency electronically, when practi-
cable.”19 

192 FAM 1151.3(e). 
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Further, the Paperwork Reduction Act requires agencies to manage information 
resources to increase program efficiency and effectiveness and improve the integrity, 
quality, and utility of  information to all users within and outside the agency. 20 If  the 
entire payment process were to be conducted electronically, the Department could 
eliminate the use of  mail, faxes, and e-mails to transfer documents between Charles-
ton and the other bureaus and within the bureaus.  It would also reduce manual entry 
and improve accuracy overall.  A DS fi nancial officer said that standardizing invoices 
or implementing the electronic processing of  invoices could improve timeliness. 

Recommendation 4:  OIG recommends that the Bureau of  Resource Man-
agement develop a plan for automating its processes for receiving, reviewing, 
approving, and paying invoices. 

Bureau Response and OIG Reply 

In its response to the draft report, RM stated that it has reduced some of  the 
manual steps previously required to process invoices and continues to evaluate alter-
natives to fully implement electronic invoice processing.  Based on this information, 
OIG considers this recommendation resolved.  OIG will close the recommendation 
when it receives and reviews documentation showing the manual steps that were 
eliminated and the ongoing efforts to move toward the electronic processing of 
invoices. 

Bureaus With Greater Oversight and Authority Making 
Payments More Timely 

OBO and FSI, which had greater oversight and control of  the payments process, 
had significantly lower interest penalties and late payments than the bureaus with 
less oversight and a more decentralized structure. Just 4 percent of  OBO’s payments 
were late and less than 6 percent of  FSI’s payments were late in the first 10 months 
of  FY 2008. Both bureaus combined paid interest penalties only on less than one 
tenth of  one percent of  the payments made.21  Other bureaus with signifi cant inter-

2044 U.S.C.  § 3506 (b)(1)(B)(C).        
      
21OBO and FSI had $56,193.88 in interest penalties on payments valued at $768,971,873.82 

(0.007 percent). 
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est penalty payments had late payment rates as high as 35 percent.  Overall the  
Department paid interest penalties on 19 percent of  payments processed and paid 
0.067 percent of  principal as interest. 

OBO and FSI are DBOs, and they receive invoices directly. They also have 
authority to verify and process their own claims, differing from other bureaus that 
rely on Charleston to process their claims. Some advantages these bureaus have in-
clude the following: 

• 	 The financial staff  and CORs are collocated at one site, which facilitates 
easier communication. 

• 	 The bureaus provide ongoing training for their financial staff  and for CORs. 
• 	 Payments are certified at the bureau by RM personnel rather than being sent 

to Charleston. 

The bureaus with less oversight of  the payment process and decentralized opera-
tions had a larger number of  late payments than the bureaus with more oversight of 
the process. The bureaus that paid the highest amount of  interest penalties in FY 
2008 were CA, INL, DS, and IRM. Combined, these bureaus were assessed $3.6 mil-
lion, or 80 percent, of  the total interest penalties paid in the first 10 months of  FY 
2008. Some of  the difficulties encountered included the following: 

• 	 CORs often are not located in one place; thus it is more difficult to resolve 
problems when they occur. 

• 	 Vendor invoices are sent directly to Charleston before they are sent to the 
bureau contact person for approval. Often, bureau officials have to spend 
time rerouting misdirected invoices to the proper official. 

• 	 Approved invoices are sent back to Charleston for final approval and pay-
ment. 

• 	 There is not a centralized approach to handling invoices. For example, a DS 
official indicated that no one takes responsibility for tracking payments until 
there is a problem, IRM has the A Bureau overseeing parts of  IRM’s pay-
ment process and has resisted centralizing the entire operation, and an INL 
official said that INL’s invoice process is “all over the place,” and that there 
are “too many hands in the pot.” 
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However, CA has taken action in FY 2009 to improve its timeliness, and OIG 
recognizes CA for its best practices, as described below. 

Best Practice 

CA made significant improvements in the timeliness of  payments from FY 2008 
to FY 2009 by helping CORs review and approve invoices and, in some cases, 
providing greater oversight of  the process. These improvements led to a dramat-
ic reduction of  interest penalties in the first 4 months of  FY 2009. In the first 
10 months of  FY 2008, CA incurred penalties of  $1.1 million, but it has incurred 
penalties of  only $13,000 in the first 4 months of  FY 2009. CA accomplished 
this significant improvement by: 

• 	 establishing an e-mail inbox for CORs and vendors to send their questions 
and assigning two employees to monitor the e-mail inbox and respond to 
questions within 48 hours. 

• 	 establishing an e-mail notification system to e-mail individuals who are late 
in completing tasks needed to review and approve an invoice. Subsequent 
e-mails (2nd and 3rd) include more individuals at higher levels in the bureau. 
The fourth e-mail is directed to the executive director. 

• 	 attaching the Award Status Report to each invoice sent to CORs. This report 
provides information that is needed by CORs to process payments without  
their having to spend time obtaining this information from GFMS. 

• 	 allowing CORs to make partial payments. CA found that CORs were  
reluctant to send payments back to the vendors, so only the line items on  
the invoice that require a change are returned to the vendor while the  
correct line items are paid. 

Recommendation 5:  OIG recommends that the Bureau of  Resource Man-
agement establish policies and procedures for bureaus to follow that improve 
oversight and internal controls over the receipt, review, transfer, and approval 
of  invoices. 
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Bureau Response and OIG Reply 

In its response to the draft report, RM stated, “The existing fi nancial processing 
model (i.e., itemized line accounting, the GFMS system, current policies and pro-
cedures) provides the means to pay invoices on time when the degree of  oversight, 
centralized operations, and COR effectiveness is higher.”  Based on its response, 
OIG considers this recommendation resolved.  OIG will close the recommenda-
tion when it receives and reviews documentation showing the actions RM has taken 
to ensure that the bureaus are complying with required policies and procedures for 
providing adequate oversight of  the payment process.  

Training Insufficient 

RM did not provide timely or sufficient training or guidance for fi nancial person-
nel, CORs, and vendors prior to implementation of  GFMS.  Although fi nancial staff 
received training shortly before implementation, they said that the training was con-
ceptual rather than “hands on,” and was not considered to be very useful in provid-
ing an effective understanding of  the new processes.  RM officials said that they had 
underestimated the learning curve for the new system.  Consequently, Department 
staff  was unprepared to effectively and efficiently implement the new system. 

RM held a workshop for CORs in March 2008 that provided some useful infor-
mation about GFMS. However, the workshop was held almost a year after imple-
mentation of  the system, and bureau officials said that the training CORs received 
did not provide enough information about the new processes, especially since CORs 
were being asked to assume financial responsibilities that previously had been per-
formed by budget personnel.  CA officials said that the lack of  training was the 
cause for high interest penalty payments to one vendor who was submitting incor-
rect invoices. Because the COR for this particular vendor did not understand the  
requirements, he was not sending improper invoices back to the contractor within 
the required 7-day period. 

OBO and FSI have taken and are taking actions to help address training require-
ments. OBO held classes in the fall of  2008 to train its CORs in the payment process 
and is developing standard operating procedures for the payment process. FSI de-
veloped a training manual that includes information on how to determine the avail-
ability of  funds in GFMS, what constitutes a proper invoice, descriptions of  proper 
receiving and inspection reports, and an invoice checklist.  The training manual has 
helped the staff  gain a better understanding of  the payment process and GFMS. 
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Recommendation 6:  OIG recommends that the Bureau of  Resource Man-
agement, in coordination with the Office of  the Procurement Executive, assess 
the current training needs for contracting offi cer’s representatives, financial 
personnel, and vendors with respect to invoice processing and accounting and 
develop and provide training to meet those needs. 

Bureau Response and OIG Reply 

In its response to the draft report, RM stated that it has conducted “more than 
one dozen COR training sessions” and that it plans to conduct additional courses in 
FY 2010. RM also stated that it has distributed a letter to vendors “regarding proper 
invoice submission” and has “provided assistance in writing a standard contract 
clause on vendor requirements for submitting a proper invoice.”  Based on RM’s 
response, OIG considers this resolved.  OIG will close this recommendation when it 
receives and reviews documentation showing the training courses conducted in  
FY 2010. 

Untimely Payments Creating Significant Costs to the 
Department 

The high occurrence of  late payments resulted in interest penalties of  $4.6 mil-
lion for the first 10 months of  FY 2008.  Payments paid too early cost the Depart-
ment the value of  interest imputed for the early payment.  For those 25 sample 
payments paid earlier than 7 days prior to the due date where the invoice amount 
exceeded $2,500, as discussed in the section “Majority of  Payments Untimely,” the 
Department lost $6,470 in imputed interest.22 

A contractor hired by the Department to review the late payments issue said:23 

There are other significant but unmeasured costs to the Department beyond 
interest payment penalties. Some vendors will no longer do business with 
the Department; some smaller vendors, pushed to the edge of  bankruptcy 
have had to take out bank loans to finance their receivables; and some ven-
dors have had to delay payments to their subcontractors causing cascading 

22 Imputed interest is determined using the Treasury Current Value of  Funds Rate in effect on 

the due date. 

23 Action Memo for Under Secretary Kennedy, “Review of  GFMS and Late Payments,” dated 

June 13, 2008.  
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problems. Other costs within the Department include adding or redirect-
ing personnel resources to deal with both the processing issues and vendor 
problems and complaints. Every bureau that I have met with has added and/ 
or transferred personnel resources to deal with these issues. 

MAJORITY OF INTEREST PENALTY CALCULATIONS INCORRECT 

The Department miscalculated the interest penalty for 79 (87 percent) of  9124 

non-utility payments that were due interest from the sample.25  The underpayments 
were caused by incorrect calculations of  late payment penalties by Department 
personnel. As a result, vendors were paid insufficient interest penalties of  $8,114 as 
compared with $17,055 that should have been paid for the sampled items, and the 
Department’s reporting of  its late payment results was distorted. RM’s Offi ce of 
Claims should resolve interest penalty errors and establish procedures and internal 
controls to ensure that the information in GFMS matches the documents supporting 
the invoice receipt date and dates that goods and services are received and approved. 

Interest Penalties Miscalculated 

The Department miscalculated the interest penalties for 79 of  91 non-utility 
payments in the sample that were due interest. For 28 of  these payments, more than 
30 percent, the Department paid no interest when penalties were actually due. The 
Department had incorrectly determined that invoices were paid on time and thus 
paid no interest penalties. 

The Department’s interest penalty calculations are based on dates entered into 
GFMS, and these dates are often provided to RM by bureau personnel and included 
on the invoice approval form. OIG compared dates entered into GFMS with dates 

24The 118 untimely non-utility payments included 27 payments where interest penalties were less 
than $1.00, which are not required to be paid in accordance with 5 CFR § 1315.10(c)(5).  
25Utility payments are subject to the Prompt Payment Act but are not subject to interest penalties 
when they are assessed late payment fees. Therefore, utility payments were excluded from this 
interest penalty analysis. 
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shown in the supporting documents for events that affect interest penalty calcula-
tions—the invoice receipt date and the acceptance and delivery dates for goods and 
services. OIG based its interest penalty calculations on the supporting documents 
provided by the Department for the sampled items. However, these documents often 
did not reconcile to the dates that were shown on the invoice approval form or en-
tered into GFMS, as shown in Table 1. 

Table 1:GFMS Data Discrepancies in 79 Late Payments 

Key Date Number of 
Discrepanices 

Percent of 
Total 

Invoice Receipt Date 
Delivery Date 
Acceptance Date 

46 
33 
45 

58% 
42% 
57% 

Source: OIG prepared. More than one discrepancy could occur per payment. 

The Department’s calculation of  the payment due date, using these key dates— 
invoice receipt date, delivery date, and acceptance date—did not match OIG’s calcu-
lations.  Of  the 79 sampled payments that OIG determined were paid late, the dates 
differed for 46 invoice receipt dates, 33 delivery dates, and 45 acceptance dates. 

Invoice Receipt Date.  The Department’s invoice receipt date did not match 
OIG’s determination of  this date for 46 late payments reviewed.  If  the Department 
does not record the date the invoice is received, the actual date of  the invoice must 
be used for the receipt date.  There could be large variations between the invoice 
date and the date the invoice was actually received by the Department, which leads to 
larger interest penalties being paid than what were actually owed.  

Delivery Date.  The Department’s delivery dates for 33 of  the sampled invoices 
did not match the supporting documents. The delivery date is important because 
it is used to calculate a constructive acceptance date when the acceptance date is 
not available (delivery date plus 7 days).  However, there was no evidence to show 
that the Department had calculated a constructive acceptance date where required.  
GFMS does not have a field for constructive acceptance date; thus it is unclear 
whether the dates that the Department used support actual or constructive accep-
tance. 

Acceptance Date.  The Department’s acceptance dates for 45 of  the sampled 
invoices due interest penalties did not match the supporting documents provided by 
RM. The acceptance date is required for the calculation of  the payment due date. Ac-
ceptance should occur within 7 days of  receipt of  goods or services unless a differ-
ent date is specified in the contract or purchase order. 
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For four of  the sampled items,26 RM did not provide supporting documentation 
for receipt, delivery, or acceptance dates. Supporting documents are required to en-
sure that payments are authorized; accurate; legal; and correct, and that the goods are 
actually received or services actually performed. Department personnel are required 
to forward this documentation, such as purchase orders, contracts, invoices, vouch-
ers, and receiving reports, to the appropriate payment office to ensure compliance 
with the Prompt Payment Act. 

Even the Department reported extremely high error rates in its annual Quality 
Assurance Review of  payments made during FYs 2005, 2006, and 2007.  For ex-
ample, the Department reported that incorrect dates were entered into the account-
ing system for 65 percent of  sampled items in FY 2005, 32 percent of  sampled items 
in FY 2006, and 35 percent of  sampled items in FY 2007. Other problems reported 
included the following: 

• 	 Incorrect acceptance dates were used. 
• 	 Invoices were not date stamped upon receipt. 
• 	 Dates that were not supported by any of  the documentation were entered 

into the system. 

The Department reported that these errors caused overpayments and underpay-
ments of  interest penalties. 

OIG also concluded that the Department did not pay the proper amount of 
interest penalties to its vendors.  For the 79 late payments, the Department paid only 
52 percent of  the total interest penalties owed, or $8,941, compared with $17,055 
that should have been paid.  Further, understating interest penalties distorts the per-
formance metrics reported to the CFOC. 

Recommendation 7:  OIG recommends that the Bureau of  Resource Man-
agement resolve the interest penalty errors identified in this audit for the 79 late 
payments in which interest penalties were underpaid. 

26OIG did not receive supporting documents for these four items and therefore could not deter-
mine the data discrepancies or interest due.  (See Appendix A.) 
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Recommendation 8:  OIG recommends that the Bureau of  Resource Man-
agement establish procedures and internal controls to ensure that the docu-
ments supporting the invoice receipt date and the dates that goods and services 
are delivered and accepted match the information in the Global Financial Man-
agement System. 

Bureau Response and OIG Reply 

In its response to the draft report, RM stated that it will resolve underpaid inter-
est penalties for the 79 late payments and will “enhance” its current quality work in-
structions and reference documents to support the recording of  the receipt date and 
the date that goods and services are delivered and accepted.  Based on this informa-
tion, OIG considers recommendations 7 and 8 resolved.  OIG will close the recom-
mendations when it receives and reviews documentation showing that the interest 
penalty errors have been resolved and that current policies and procedures have been 
enhanced. 
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RECOMMENDATIONS 

Recommendation 1:  OIG recommends that the Bureau of  Resource Management 
resolve technical problems related to posting delivery dates and refunds in the 
Global Financial Management System. 

Recommendation 2:  OIG recommends that the Bureau of  Resource Management 
implement a process or system to track the receipt, review, approval and payment, 
of  all domestic invoices through the entire payment process. 

Recommendation 3:  OIG recommends that the Bureau of  Resource Management 
make the late payments report more current and add bureau performance met-
rics that include the percentage of  invoices paid on time by the bureau and the 
amount of  interest paid in relation to total payments made by the bureau. 

Recommendation 4:  OIG recommends that the Bureau of  Resource Management 
develop a plan for automating its processes for receiving, reviewing, approving, 
and paying invoices. 

Recommendation 5:  OIG recommends that the Bureau of  Resource Management 
establish policies and procedures for bureaus to follow that improve oversight and 
internal controls over the receipt, review, transfer, and approval of  invoices. 

Recommendation 6:  OIG recommends that the Bureau of  Resource Management, 
in coordination with the Office of  the Procurement Executive, assess the current 
training needs for contracting offi cer’s representatives, financial personnel, and 
vendors  and develop and provide training to meet those needs. 

Recommendation 7:  OIG recommends that the Bureau of  Resource Management 
resolve the interest penalty errors identified in this audit for the 79 late payments 
in which interest penalties were underpaid. 

Recommendation 8:  OIG recommends that the Bureau of  Resource Management 
establish procedures and internal controls to ensure that the documents support-
ing the invoice receipt date and the dates that goods and services are delivered 
and accepted match the information in the Global Financial Management System. 
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ABBREVIATIONS 

A Bureau of  Administration 

BPM Business Process Management 

CA Bureau of  Consular Affairs 

CFO Chief  Financial Officer 

CFOC U.S. Chief  Financial Offi cers Council 

CFR Code of  Federal Regulations 

COR Contracting Offi cer’s Representative 

CA  Bureau of  Consular Affairs 

DBO  Designated billing office 

Department  Department of  State 

DS  Bureau of  Diplomatic Security 

FIDO  Federal Interagency Databases Online 

FMP  Bureau of  Finance and Management Policy 

FSI  Foreign Service Institute 

FY Fiscal Year 

GFMS  Global Financial Management System 

INL  Bureau of  International Narcotics and Law 
Enforcement Affairs 

IRM  Bureau of  Information Resource Management 

MTS  Metric Tracking System 

OBO  Overseas Buildings Operations 

OIG Offi ce of  Inspector General, Offi ce of  Audits 

PPA  Prompt Payment Act 

RM  Bureau of  Resource Management 

U.S.C.   United States Code 
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APPENDIX A 

SAMPLING  AND TESTING METHODOLOGY  

The Office of  Inspector General’s (OIG) sampling objective was to determine 
whether the Department of  State made payments to vendors in a timely manner.  
This work was conducted for domestic payments processed for the first 10 months 
of  FY 2008 (October 2007–July 2008). 

Population Analysis 

Bureau of  Resource Management (RM) officials provided OIG with two data-
bases that they said included all payments subject to the Prompt Payment Act (PPA) 
for the first 10 months of  FY 2008. The first database represented the principal 
portion of  vendor payments for this time period. The second database represented 
only the interest penalty portion of  the payments.  RM officials said that the two files 
could be linked by a payment’s unique identifiers—document type and document 
number. 

The principal payment database consisted of  141,362 lines of  data, totaling $7.1 
billion. However, many payments were represented by multiple lines of  data, and 
the database contained payments OIG found not to be subject to the PPA.  Using 
the above unique identifiers and the vendor type field,1 OIG determined that 89,903 
payments, valued at $4 billion, that had been made in the first 10 months of  FY 2008 
were subject to PPA.  These payments and related interest penalties, displayed in 
Table 1, consisted of five document types.2 

1The “Vendor Type” field can be used to determine whether a payment is subject to PPA.  OIG 
used the Global Financial Management System reference records to identify which Vendor Types 
had a Prompt Pay indicator. 
2There are 26 document types, but, according to RM offi cials, only five types contain payments 
that are subject to PPA. 
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Table 1. Document Type Subject to the PPA 

Document Types 

# of 

Payments 

Subject to 

PPA 

Dollar 

Amount of 

Payments 

Subject to 

PPA 

% of 

Dollars 

to Total 

Subject 

to PPA 

Dollar Amount of 

Interest Penalties 

Paid 

% of 

Dollars 

to Total 

Interest 

Paid 

MD - Medical Payment 1,817 $572,944  0%  $0  0% 

P1 - Payment Vouchers 

PX - Pay Vouchers without Ref Obligation               
- Domestic 

68,356 

18,641 

3,794,222,976 

186,872,500 

95% 

5%

4,566,762 

64, 587

99% 

1% 

PZ - Payment Vouchers  144  4,310,842 0%  0  0% 

T9 - Transportation Carriers 945  8,445,122 0%  1,557  0% 

Total  89,903 $3,994,424,385*  100%  $4,632,907*  100% 

*Total dollar amounts differ by $1 because of rounding. 
Source: OIG prepared. 

Of  these five types, the “P1” documents accounted for 95 percent of  the total dollar 
amount of  payments subject to the PPA and 99 percent of  interest penalties paid by 
the Department.  OIG tested and projected to the 68,356 “P1” payments, totaling 
$3.8 billion, because this group represented the overwhelming majority of  the pay-
ment population. OIG considered the remaining balances for the other four docu-
ment types to be immaterial. 

Sample Selection 

OIG initially selected a statistical sample of  300 payments, totaling $123,213,501, 
to test the attribute of  payment timeliness.  The sample of  300 was reduced by 17 
payments, valued at $108,348,554, that were mistakenly included in the PPA popu-
lation but that were later determined (during OIGs initial sample testing phase) as 
not to be subject to PPA.3  Also, OIG did not receive supporting documents for 
four payments, valued at $6,354, that were excluded from the original sample of 
300. Therefore, OIG’s results are based on a sample of  279 payments, valued at 
$14,858,593. 

3The majority of  this total was for payments made to the United Nations and nonprofi t organi-
zations. 
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Testing Methodology 

To determine whether payments were made timely, OIG performed the steps 
outlined in Table 2 to test the sample for timeliness.  The information in this table 
corresponds with the steps outlined in Appendix C. 

Table 2. Determining Timeliness of PPA Payments 

1. Determine starting period OIG determined the clock start date using the 
(clock start date): LATER of the:

 - date stamp (may be annotated or 
electronically transmitted) or

 - acceptance date. 

Receipt date of invoice bya. 
designated billing office 
(DBO); 

Date stamped (annotation or electronically 
transmitted) when received by DBO. If not date 
stamped, then OIG used vendor invoice date. 

Acceptance date of goodsb. 
or services received by 

Acceptance date used by OIG was the 
EARLIER of actual acceptance indicated on 
supporting documents or constructive acceptance

responsible bureau; (calculated using delivery date plus 7 calendar 
days). 

Delivery date for goodsc. Delivery date used by OIG taken from supporting
or services documented documents. 
by responsible bureau 
personnel; 

2. Determine payment due date. Payment due date determined by adding 30 
calendar days to clock start date (step #1). 

3. Adjust payment due date Payment due date adjusted if it falls on weekend 
for weekends or holidays. and holiday to the next business day. Department 

must make payment to vendor on next business 
day to use this adjustment criterion. 

4. Compare payment due OIG compared calculated payment due date (step 
date (or adjusted due date #2 or step #3) to the accomplished date, and 
with GFMS accomplished noted if payment was timely. 

(disbursement) date. 

Source: OIG prepared. 
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APPENDIX B 

VENDOR INVOICE FLOW FROM SUBMISSION TO PAYMENT 

The Bureau of  Administration produced a diagram presenting the flow of  an 
invoice from original submission by the vendor to receipt of  payment by the vendor 
(see red box in Figure 1.)  (The process depicts invoices sent to Global Financial Ser-
vices in Charleston, South Carolina.) The diagram also displays interim actions taken 
and the responsible office for those actions. 

Figure 1. Diagram of Invoice Flow 

Source: Bureau of Resource Management Conference (2008). 
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APPENDIX C 

       
 

 

 
 

  
 

 

  

       

 

 
 

 
 

 
 

 

 
 

          

Receipt of Proper Invoice Delivery / Acceptance Goods or Services 

NoYes 

Vendor’s Invoice 
Date 

Invoice Date 
Stamped by 

Agency 

Invoice 
Receipt Date  

Yes or No 
Actual Delivery of 
goods or services 

rendered 

Constructed 
Acceptance 

(delivery date + 7 
days) 

Actual Acceptance 
of goods or services 

before the 7th day 

EARLIER of 
Acceptance Date 

LATER of - Invoice Receipt Date 
or Acceptance Date 

+ 30 Days 

Payment Due Date  

HOW THE PAYMENT DUE DATE IS COMPUTED 
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APPENDIX D

 VENDORS THAT RECEIVED THE MOST INTEREST FROM
 

OCTOBER 2007 TO JULY 2008
 

      
      
      
      
      
      
      

        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
   

 

  
 

  
  

    
   

  
   

  

  
  
  
  
  

   
  
  
  
  
  
  
  

   
   

  
   

   
  
  

   
  
  

     

Vendor 
Interest Paid to 

Vendor 

% of 
all Interest 

Paid 
1 DynCorp International LLC $ 837,705.77 18.34% 
2 Stanley Associates Inc $ 445,310.87 9.75% 
3 Triple Canopy Inc $ 244,295.11 5.35% 
4 PAE-HSC $ 209,477.14 4.59% 
5 STG, INC $ 129,618.73 2.84% 
6 Harris Technical Services Corp. $ 114,024.09 2.50% 
7 Bearingpoint LLC $ 101,407.42 2.22% 

8 
Mantech Security & Mission Assurance 
Corporation $ 82,897.15 1.82% 

9 SI International $ 74,824.48 1.64% 
10 Pro-Telligent LLC $ 70,863.96 1.55% 
11 Creative Information Tech $ 69,479.99 1.52% 
12 P A E Government Services Inc $ 64,308.11 1.41% 
13 Northrop Grumman IT / Civilian Agencies $ 55,818.65 1.22% 
14 IBM $ 51,324.38 1.12% 
15 Computer Sciences Corporation $ 47,405.84 1.04% 
16 TDT $ 45,896.51 1.00% 
17 Harding Security Associates $ 45,840.67 1.00% 
18 Enterprise Information Service $ 44,812.05 0.98% 
19 Blackwater Lodge Training $ 40,313.12 0.88% 
20 F M S $ 36,472.40 0.80% 
21 USIS Professional Services Division $ 34,447.28 0.75% 
22 W I N S $ 34,041.09 0.75% 
23 ITEQ-Bering Straits Solutions $ 32,948.06 0.72% 
24 EMCOR Government Services Inc $ 32,674.54 0.72% 
25 SAIC $ 30,974.45 0.68% 
26 AT&T Corp $ 29,772.71 0.65% 
27 MBR Computer Consultants $ 29,762.02 0.65% 
28 Geneva Software $ 29,042.48 0.64% 
29 Ronco Consulting Corporation $ 28,838.35 0.63% 
30 CACI Inc Federal $ 27,978.02 0.61% 

 Total Interest Paid $ 4,567,177.19 

 
 
 
     
 
 
 
        
 
 
 
 
 
 
 
 
 
                     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

33.44% 

50.59% 

68.37% 

Source: OIG prepared. 
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APPENDIX E 

SEP 1 HIIIl
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MEMORANOUM

TO: OIG - Harold W GeIsel

FROM' RM James k MiI1C~
SUBJECT Dnft Report on IIIe Alldil or I"" Timeliness oK Dep.!oncnt l'aymetU

Subject 10 IIIe Prompt ?o)......,nt Act.

ThaDIr: you ror!be opportunity 00 COIlImC1II 0lI111e <hft report AIKliI orllle
Timchncss ofOepartmcnt l'aym"".. Sub.icet 10 Ihc f'rompl "-Y_ Act lb:
n:$pOIIS'CS for th,s report's rc«mmcndarion' are proo.;ded below.

ImptOYillllbe Oqlartom-nl',~ processes has~. priority lOr lbe
BlIrClI. orRt5OIIIU~ (RM) aod our b""",u poortncn for rho WI lwO

Yc."5 fullowmll (Ill' oonwnlOll 10 IJI In\clVllcd lICqtlisaionllAd OMB-«fl,fIed
finano;LaI $)'$lCm. As. n:sull.~ ;s OOW more l1\lll1ll&emC'lt ovcni&IJl. n:portml.
coordmation, Iraioi,,-& iIltemal """trois ud plymeor iDtegnly on the [)epartmettt' •
...ymcnl procnses lb.Io evcr before. M.,.",.,.",., "'" arc pIcaoed to report IbIII tbe
Departmeot Ilas lJOUCn back 10~~ 011 the GoYCnlJrlCOI-...-xle eFO metnes
rdaocd 10 Prompt ?oy,

In gcnenl. _ COIIc:lII' ""th the Reporl's~;onsand -.ached .-II

o:ommenlS rcprdllllll/w::$c recommendatIons. Howc_, "'l' .-II di"pp0;"lcd thaI
the report'.~ orpmmpt pi)' pcnallies. ""luch indeed spiked in FY 2001.
fails Co J1IIllbern wOO lbeir full COIlleJd of'

• !he 1m""",... busu>csl pnxeII chanllc and ;111.."..,1 oontrollmprovcl1le1lt!;
• Ihe.izc: of lbe .)"Item upgndc (pcrhIpI the IargcIl: ~g;adc ofDepartmenI

IOftwa-e '" a smgle UlStIllatlOllaod COOver-sooD); and
• Ihe _ in compleXIty, volume ud o..pou:.mell1-WJdc _.,p,~,li ... ;n

lhe paymentS an:na that RM~81'ruult of the gr_lb ia the
Oepartme-ra'. mISSion and finaroclll~ duonglhl$ penod.
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1llere is SIDllnsiDgly nO TC'COgIlmoo in 11M: Report lhat an inlegrated
acqms;hons and financial system environment wilh I;n...le~",l payments provi~ a
highC1'-Slandard ofaccountabilily, internal control and payment integrily ".....,.
appr<lXIm3lely I61,000 domestic Inle paymenls worth over S4.33 billion I)'car-to­
date) to vendors subject 10 prompt pay. Requ,nnl payment Inlegrlly at tbe line­
~I h",lp" (W':'........ ~nO;I ""'ect ,mp"""",,, p"Y""",n•• ....,..1<1 <X,tnt"""QflI .,,,,,,,,it
.mproper b.lllngS or have faulty bill in!! systems. ~ the ExecutIve Director fo.- the
Intc:mahonal NarcotICS and Law EnfOf"'cment AfTall"S (tNL) noted du.ug a
particularly challenging period Int year. the additional line-Ie•..,1 dcu.il ;n the
ftnaneiai sy",em Dllowed INL to idcotifyoYCf 110 million in i~unuebillIngs
and aOOloo S20 m'llion Iltrough post-audiu with ODe ~"Cfldor, alone. FIInhcr. the
Report docs DOl fCCOl!JUZC thlll lhe system upgrade 15 ""scol,allo eSlablIshlng lhe
l<:<:hmcal pllltfonn n<:cdod 10 in5ltl.ll fulu'" <;nlwm<>;""",ts for clectromc and
&tre:an.l",ed proc"""'''11 o>r pay",ent&.

It is also unfonunate lhal lh... audit on prompl: pay was c:ond",,1C<I during a
volalile period of businc!lS process change. with fult recognition of !he challcoges.
despite requeSlS 10 posq>onc II", review 10 a nmc wheo the GIG input could
poIcnlially be more meanlnlful In add,t,on. WIthout the conlext "ftoday's
perlOnnance and operaling environment. the data cited m ,he Report could be
mislca(hn!!. lbe prompt pay figures ciled m the Rcpon arc now almost a ycar old,
and the RcpofI's mtroduclion leads WIth the Department's prompt pay IOlal ofU.4
milhon fo.- FY 200~L It docs not show a cOmlD"ll$ur.ote fiJ!Ul"e f... FY 2009, While
in fael, throughA~. the FY 2009 tota.! f...- domes..... vc:ndo.- prompl: pay surnd5
al SI.17 million and hu a""""ll"d about 61.680 over the Ill$t four months

We 5IroDgly belie....., thalthe inclusion of the"" facts .....ill strengthen and
balance the fepo<1. RM, wOrl"ng with its A Bureau and Other Department-wide
par1nCr'$. COfttmues to make improvements that automate. standafehu. and
SfreOmlinc the poyment3 c)'de ""ron the enl..... Deportment....bile c<JD\fnu.n!! to
ens...... the rigor and accounlablhty Over the cl<pc:ndJlurc o>fDcpanmcnt and tax­
payer dollars.

Again. RJ>.1 appreciates the opportunity to> «>mmctlt on the rcp<>rl

Attachments:
M~~
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U.i'td Sto'''lJqIa'''''.' of St...

Ihnao ofR rwM•••_'"

A"o<~....' to 'h. 11.._ .. ,. ,~. Droit lI o.A_~III.T_u..n ~Dq4_~'

"-J'_.... So.... to ," ""'-PoJ'_ AI't

Throuab the~ dWJ«>« oI>d _ """" of ~ ors.... <mplo:,=< ......

<OOD'O<1OrS, "JI'lfI<ant proJr<SII bu born oclu<>-al in 1I>OllJ' to poy'" invmec. 011-""" _
«<Iu« i"".... penoI,;e, "'" ....".".,... PO~""'1S, W. ~'" ""hi<"'«l the CFO Coo.o><ir,
p..nonnanc. MeaSIoIt< of .... tIwl 0.02% roe i...... poId .ftotal poymen<' io """'"~ in
FY:!OO'l, Poli<l.. _ P"'C<'i""" Oa," born and ''''''io"" "' ... r<fiOo«!, R..... "",tin"", '" WppO<t

"" d.e".I"!"'Knt ofQLLality 1'.'0<1< I""""u"", (QWI) .... imreo"" ..." u,"nin&- The...If"", Oav.
resulOO<I in RMlGFS ~.i,i"lI>O-9001·WOO lI«r<dital"'" in I..."")" 2009 oM ... operode to IS().
'1001 ..;:OOS in July:!00'9, Such o<a!>ior<Jil>!"'" .... in,,,,,,,,,,,, !>o,'. pro<h>;:td • mo« .If",i<"
""""rOt« di<e«ly OOOU1I:o>tI"J to ;mptOVO>.! PO)''''''''' porf~

So,'oro! chonK' r<qL><>l' ond enlIoneanmll 110," hom 0Ilikd to GfI,lS to f..~i.... timely and
......- iD''''''''__"I. ..0."""'"=1 -."Iut", -..... ><=00 to • voridy ofGFMS
q..rnoo .... ropo<U ....rol ot diJl"........... ill "" pro<eos. ~ _ "'l""" provioie
..."honzed ooen "'ilh i_·poid d«ail ond """"*y in''''''''''"", by__,..,..;",- to hdp
fn<uo-.oOO'l~ ......f~.

In FY 09,,, poyoI>le_~ projo<l_ .... ""Ioded ...,'ie" of OOlnmooed
invoi<:< inLaJ,; i<>oo.. """'/low in...... ro<4;1IlI proj«l in RM, the d<>IlP'l of..
<nlIon<td in"";'. O\lP«IvtJ r""" "ith.~ d>tI opdote "'I"'I><li......................,. or
«i"i/Ii J" pon~ ,opport tools ""'hnolosi<o

RM "I'I""'ioks tht diliift1« "h ..tri,. 010 eoocIUCIod their .-.view"" in I""voclirtj.- thel,
t1ndlllp. w. """"Id n. to cornme" "" ><-=01 ....tem<1l.. cootain<d in OlG', Draft R.port,

Thm: on: ..ranca lO it<tltlZ<d lin<: 0«<0.Il'Il11'lll <OlllriboAil'llllO poy"""" delay~ \VIlii< ......
...>lId, <:ontoin many h_ 'l,,,,,,.imol<ly 7S,," hove 3 oe r"'.... itemiHd 1,_ on.! IS"" IIail five oe
f.,,~, l!<midl...... r ................. ..- ill tht 0[(; tq>o>n. r.... of lJ ""'-" ......~hl<
foe .....Iy lIO'lio oflllt<onl p<n&ltteo__y 70% ofoll Uoc=o penal "en: poId to 30 vcndon

d.-in& the 1inI 10....,tb of HOI, CoetVCI><Iy, """"'" _h OS 080 FSI poid minirnol
10..... pmallieo "'i". (;FMS. tlIeo'd>y ~iJh'inJ ..... many _ eon"f,,,,,. to poyi"l
i.,oi<n ...,.tim<, u.:lYdi"l the .fk<lI'....... orw.l """"'i<"'<l_or~"olT-.
n:pt<Se'n"'I.... (COlts).

RM ackm~-l"'lI<S tho, .. in,,",,, bocidot; """""'<d.1I<I- GFMS 1,"""""''';0", W: PO)'l'l'<nlO
....... ,."'._ in GFMS 'o<&inru,,& in J..... 2007, The OIG ..,.... q....... on INL off"'ia1 os osr\Oi
thoI "i'lL ~:as .-hl< '" """'"'" poym<nl> fo< 1 to' ,""",tho ol\a the impl<m<nlatioo of(;F~lS in
May 2007," 110.....·.... , Ihrough July 3 I, 2007, 374 INL in""",,, " .... pnx._ in GFMS.
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'" ,_I/) Ib< _ '" I'IO'-;&:. rqa\...w. ",OMS'_Ilr~R<p<JIt.Ilo<
" ..~.... S...... Rqlon ..... ....- This rqa\ "M iniiUllyor..... _il'nplcmcnl<d... in GFMS on
"rril2'l.2OOI ... tlor__ eeh c.d __

_ qu;ckll 1m.....".. ..... .. ,,_ 1'.:IOOt. Ali ........ i. ,10; 010 <qIOI\. ""One t-au off.....
IOkl 010 _ this is tlor only rq>oI\ lip; COlts _ 10 pro«SI PIIl_~

Row._"".';'" .: 010 m:ommcnd:I """ Ib< 8_ or~ M.._,..,. raoI~<
pt<Jll~ m-.J '0 poo1"'i <l<h~ <Ia,.. ... ",rtu-ds;n oh< Glol>ooI fUwp;i>lM_'

1«:_
S»lC>'1

(GF\1S)

"n..... _ .....1I~WC'I ., d.. OMll-«>,i['<'o! 'f\'I<''' (II..,...,J OFMS r.... DqwU""'M ors.-)
..... pn>Nbil«! "",,m,. • poym«O .......<I< 0( tilt p<riodor~ on 111< ..f"'-_wa.d­
"Thio dcr«1

plooce<l"''''
.......poncd "" Nonmb« 10.::>l:U. II .....~ iD GFMS ..I<aoo~ 6.0.9I.J

..h;ch ..-.. p<><Io.o<liooI on Io-t...,h Il. lOO'J

RM io ..... _ ..... I/) the _ -.. _""" ...-""'_ CfMS

CI<dI, I/) ..""'_ ..,II ..,. JlI"lOd" \n GFMS ,r... cmlil _ to.,..,.,...
_ I/) GFI..ts. _

""par;kd

_on lip; ""'i~ I~.""~, be~ '" tIle .._ oro::I (_ re-
oh!;. '
'"'" ........

d ...

,<1""
","""",__ ,. F _ pm.1lIiomc<hod ia I ai...... the

o(lhi. >p«ir..... <ODdil RcpdkD, ...,.... 'h" """""" io _ a<.=pIabk.
RM has <Rabti__ pcOC«I_ 1110< i. pcrl"um«I pcriodo<otIy '" _ the cmIi, '" ,he _pci<ln.
RM p;...,;]y pc<f........ iltio~ .... r... INI..

Row••••d.'... 2: OIG~ lhtlllo< OllrQUofRcoa>ur« 10.1"""'<"""" impi<lnal'.
"..,.,,' oy_ ., ......k lhr _rip<, ",........ "JIP'O"'iI. """' l'"l-- of all _ "'~

Ihrou&" ""... POlmmL pro«SI.

Mea..."""......, OIG~ lhtl ""8_orR~10.10""'"'''' dc",1op • _
10.- ..-...in. i.. po : : " •• 10.- ...,.",.."., ..,""" ~...... _11I1 ;nvoo;a.

RM """'PI_"''- r.............01..,...·"" ""'k".~(...... i ........ oK<I]lI

~ _.-....llhr.-"'.~-..I PO'" ..ba1 f-obi<. III FY09. RM
ido:IlW\ecl ..IIIU.....amuof~and_vel) _hod Papo.< , ini ,.....

r ....~pIc:. I/) _ ......... """" """'" io,-"-...GfMS ccnf~_ modi(>OIl
.... July I. 2009",60_ th<~,ypeon__do<urn<ru n.._ifiQ,ion.h""nOI<d
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"'" oet<I rOO" Ven:lor ClOl ... per1(JOI'I<110 ...,UlIIy ""0.- I valli< OIl 99% OfoCCOUIIUDi Ii OIl

I'II'D><II' <loc"""",,, -:I d«tt...-l "'" rist of..illll"" iTDprOp:r >..."" vohm _ Iy
AI.. llM hoi bq;UD 10 Odn'ilY _,II ,: 010'«1 iD"""" and dau OItak,ool~-'.-
(l$u.updol¢""I"I>i~'o<>"ruM<rmJuc<: DC = ochio>-. iml""'V"l__yand

real"" V".... opo'alionoJ ,nk~; ...

I. od<l.ion. i. Maroh 200II, RM ond L>.t impkmmI<d " ..... is rrl "' .. l1..d...~I
Comml'...... l'omJ,"I- Th;. _......., "ill ~Iy _ "'" l:>orof~.,. I...
I,,,,,," on both ......",..j .... in"",coIpoj'TDeIIl. TIi. WIll redt>:, "...011 kvd of.rIM =iw...!
by COR....><1 ".y"~Il ><&if,. l<"'" of ",odor i • ...,;"" "I'IYOvaI mo' i.. fof,.,..j.

()lh<r FY09 ,lfort' \lIl<IetW:.. ,....,""". ~""ted RM """i'l\l ond vo<J<'</lo... pilOi <:<>r<lt>:t<d from
Au_ 2008 throoth April 200\1 to _..wD "'" r..sio;liIy or""". addi,ionsl (jFMS fa<ur<S to
""'~ io""i"", 'hrooghovl "'" ..,,,... po\ment _ and 10 p<her Ieuono Ie....-..cl: «tr"did<rttion of
•~ i"voH>: """"",... ""'" l"">'Ii<li,.. oonoo~dat<d,~of~"",""iolGaI.o co oi~ify
iJri<>ic< rrorns'"i parl,eularly dun.. !be l>u«w ....iew and OfII'I'O'"ol _ and oonsi_ion of
<>i"i,. ..I",""" or>d Ie<"""",,ie> C\IOmIlly ill .. in ,ho l'leponnvno -'__;,." (".1-.
Kof", M............ htic"""nSN.-.p.,;.... V<ndor SclfScr>-c. US Ban~ ~laIfonn. Sc<lrOIIi<
v""",,", hI_.. jM, ...... (]emuny» RM """'ilklOO 10~.............,..,;,..."' I\olly i""""""",,
.lectronic i,,"OK>< ~II&

IlKO• ..,.Ddllio. l: 01(; f<OOItrm<IIds """ 111< IIUtt'" ofR<""""" M_go".,... """'e "'" lot<

/lOy....." .-.ron mor< <0"'''. ond od<l ""'-' ...rf............, _ne. llI>l ,,,,,1000 "'" """""'~of
In'OK" paid on ti"", bj .... l>u.-.... anol .... .,..,..." ofi........ po;d in ..I",i"" to """ palmen"

rnoolo by "'" l>.ll-.,u

LaI, paymen' inf<>rmOlion i. "u",:rllly provid«l -.l R.\-t i. "'"""""- to ""vi<!< l>u«.... "ith
pro1"~mrIrit. _ i",,_ .... p<r<=1q< "fim~ po;d "" " ..... .-.l "'" ..,.,..., ofi_

pai<l i...1ati<Iol1O 1"'\"".11,

S<v<raI t<pDr1S -.l «U<fi<o ClIrm'O.Iy""", to ,...,h_ 'i""ly ond -.m. in",,"," pr<><aoi... For
...."......._ ....... ",",-. _ "'""' 10 lho A 'Obli.- SlIluI R<porl ,..,..;dina
CORo "ith <u'tMI GFMS daI.o .-;«110__-. io>'OH:eo. 0 Unpo><ll~voi<e R<porU at<

pro<IU«d ,,«1:11. o.:lud,.. bu«au. v<ndo<. i",,<o« _ ... "I< ""'10')..... ""Ilor _.
m~ llud .... .,...<1"" or .... "'.,,~..... dot< "",," ,_ ...ill b<p> """"'n&: otoJ "'...........
",«I: OOIIIparUoo lty ""'-' of ,n",""" """"" .... '"",icc 1IIIOIlII"- Dola,,_ """"'IIfO'*
.""-'=1 ..... with i~,.ud ...... , .... tumn'WJ ;nlOOnotioo lty bw<ou and , .....,. ... or"",

1""' .... lily '-'11 ",!>lip {",us I'<5<l<II<UDO p;>sIlbk "'"'" ~f irnprovnn<nl.

'.'
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11 0<1..;"" 5: 010~ IhIIIIhc: lIonauofReoowu~"""'i'"
pol and~ foot ........ to folio... """ i.._."....;p .... ;_ """nol. 0'''' ....

1'<C'O'p<. 'C; "'''', u.of<r. and opproval ofinvoio:e>.

RM IlIP=" .... th< <kim: of ov=iibl on<! COIKrobofpo)_m pro«:WIllI in. bur<au is •
siiJl,fi'''1 ""'lriboAi"ll _ '" rnal:i". 'imoly pIIymcnU u d<rDonslmod b) 0110. FSI on<! ItICft

re«nlly CA, The ex........ f......,ioJ p«>«soin, _I (i~.. ;l<'mi>to<lli"" .'''_in~ tho: GFMS

"~1',,," ""'.,. pol"'"".oo pro<cdwosj proYidc:, tho DOaIII '" poy in"Oic<t on Ii.... ,,1I<n1hc:
d<iro< ofo'=llhl «n....'=1 OfI<I"lu",," .... COR <ff«h ......... is ';>1>«

T",i.inll In,umri..,

11«......."".,;.-••: 010 1'OI:OIIII':KOI1hIII II of R--.:< 101--. in «><J<ol_
wi'" Ihc: oma ofth<p~ Ex«,.;"' th< """'"' "';"'Ili n<edJ f<N oann<l1nll
olf....·•~ivnf,",""",", pt,__ l on<! ,-. wilk,..,....", invoi«~ .....
__inll...l<ln"lopond~ ....n..... _ ,_-.

Mote "-__COR <n1:IlnlI-m.- ...... <Of>d",,<d rtoo> f<!l<.-y :lOO' ItlroulIh
S<pIcrnber 2OOlI. includinll nine (9) in<!i,id\allMRw COR ......... Theo< scmion> fu<:uoeol on th<
R<quisilioo '" CIoockll"jlD<fll """""" .... th< rok of<s<b """" wilbin!hi. pro<.... 11ea"Y
....ptw;. _ plo<<d on ,I>< ",I< nflh< COR ond tho: """"II ;nvoO<' _ ...1""""'"', Tho_"""
inch"X<! <1<"'''''....,''''''' of IOOI~ .... b .. "'" A__ ipOOn Swu> R'1""'. ""'boblt 10"""
CUIU _ ,","Oi«s. 'l"";lli '""""aI.....

_-0.1 _
<Xcn:LX> wrn:.~ 10 _1 "'" Ultn-<:urmII

OFMS 6.0.9L ~I,_ ond ktoi"""~., AI'" bur<au->p«:,ft< , ..mpld ..,~ u>«l in ....
io",;« '0 re;nf"",. th< ""in"'ll on.! '" ......... 'pe<;[o: and rei........ boom>.>l

q"""k>n~ Fh,< ,.ld;,ionoI ","ni"il""""""'" II'< ""...""Iy lo:inll ••h<,hol«l for fY 10 10 be
«'f\<lU<I<d in _ Wasllio~..... DC wid llwlrslon. SC.

Prior '"im~OFMS;n May :lOO7. and >pin ... early :lOO1 prior '" th< ofo«mr<rtionod
COR ","ni I<tl<f _ ~iwibul<d 10 ..-. '<'P"li"ll P"'P<I' in"""" "'""i..ion. 11M .la..
pnl>id<d -. ;" ",;u,..__ ..--, <Iouo< on _ ................. foot .wm;w"I •
proptt tn"""",.

'.'
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11.............;0. 7: 010~ ..... Ibo "_<>fR<ooUt<C~ .....'" Ibo
,_pmol'y....,. w.."rlCd .. Ihis...,ju lor Ibe 79 .... par-n1S ill wlUcn i_.,..w.;..
".... ,,,,,I,,I'*'.l.

M.., d ~: 010~ 1bo II""",,, <>f Mesout« MlN&<m<nl ......,..
lIfO<td >tId i <MIn>!. "' 0\0<""""'.._;"i ,tc

,00<II
;,,><>i<c: .-;", ""'"

>tid _ tIw 'M oro<! __ica .. deI,,,,f'Od .... 1oI:<:<pt«! male" 'M i.fornoatioo i. "'"

OPM~

(,''''''l "."'"__((,'WI.) "'" ,..k,",,< iloellll><l>lI hi", b«II wriL'" IIMl w"'utiolWiZ«l
.....·idenctd

'''''''_r
by Il..\L·GFS

'" _
lllaiJunlllSO-900i o=tdilllion. Il..\l "ill work to <Dbance thn<

....,m..... Ibe _1"11 0(;_"-': ....,,,,_ "'" ..... <!I,.. '"'" olw: -',

......,,·ka .. dell"oW ..... o<<<pot<I

'.'
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FRAUD, WASTE, ABUSE, OR MISMANAGEMENT 
of Federal programs
 

and resources hurts everyone. 


Call the Office of Inspector General 

HOTLINE 


202-647-3320
 
or 1-800-409-9926 


or e-mail oighotline@state.gov 

to report illegal or wasteful activities. 

You may also write to 
Office of Inspector General 
U.S. Department of State 

Post Office Box 9778 
Arlington, VA 22219 

Please visit our Web site at: 
http://oig.state.gov 

Cables to the Inspector General 
should be slugged “OIG Channel” 

to ensure confidentiality. 




