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DEC 	15iOOS 

GtwcmmCIll AccounUlbiJity Office 
Atll1: Ms. Louise DlBelJ(:acno 
441 G U'eel, W, Room5T16 
WashinglOll, DC 205-18 

Dear Ms. DiBenedetto: 

1n compHoocc with the TrcmU1J Fillallcial Manllal, PIIrl 2, ChapleT 7QO, g~ney Reportin i 

Requirements for tlic Financial Repon ofthc niledtaks. Ibt Office of losPI' tnt Gene-raj 
IG) is pro iding th~ Ina pend'lIl Auditor 's: Report em fire DeJlQTII"efll (ljS/a! Sp.!r::JIJI­

Purpose HnUll"fal taremel1ls (Or r Repon o. AUD/FM- l 0-02 . This n!pQi1 w prepared by 
Kearn )' & Company, P.C., lin indcp!:'ndellt ccnifu:d public ace Urttirtg 'inn. o.t DIU's direction. 
ALw flro\~decl are the following: 

• 	 rec lassi fled fimillcini statemmts 

f004F Trading Partner ummmy ole Report 


• 	 Or 03G losi n.!!1' .ckagc L~llc Red ilk tion ummlll)' Rep'1rt 
• 	 GI'006 FR 0 1 Repon 
• 	 GI'007 Olht'1 FR Data Rep n 
• 	 anBgemelll RepreSel'll:uioll Lett~r on the Closing P ckage (including umm rj of 

Uncort'e ted Missta[ements) 

or your information, ~ have pl'O\'ided Ms. K:m:n Hunter, of the DCP'lnmcnt ofl,he Trea$u , 
IUld tn Office of Fec!eraL Financial Management. within the Office ofM:ma!!cmem Wld Budget, 
",i ili :In idenlLcalle[ter. 

illc.erel), , 

f [ami \V. Ge isel 
Deputy Inspector G~l1ernl 

Enclosures: As staled . 

cc: Jt.\I! - Ir. J me L. Minettc. cl Ln!! 
R}'VD FO - Mr. ebri s H. Flaggs 

• 



L' nitf'd ' I a l "~ j)'TItlfLm"nl r tal 

311111111" Hrllat~l",rli n Board ofG(w..rllul'S 

uf I....p '('("r (;"'11' r" I OJJi.: ' 

OEC 1 51110G 

D~panmt::ln of the TR1Isury 
Fill. I1cial Mnna,gcml."nL erviccs 
Attn; Ms. K:rnm H lJi[lt.r 

3700 East·West H.lgbway, Roam 50 a 
Hy!l.lt!lville. MD 207M2 

Dear 1 s. I-IUllter: 

10 ~ornp[i nee with th.. Trl'asury' Financial MOlWal, I'art 2, Chapter 100, A eoe-. Reportio 
RcqulrcmcTlIs lor the Financial Report of the Uniu,xl. States... the Ol'fi e of 1ru.1ltector Gellernl 
( IG) is pro\~ding tn llloil!pclldel1l Ar,d/lIN 'S Report an til Depunl1l1!1I10 lar., 's Spt·dal. 
Purpose Fi" m.:ia/ latt!lllefll (OIG R.p<lrt J 0. D M·lO·02 . TIle report wasprepnred by 
KC:mlcy & Company. P.C., an todepeooenl certitied pubHc II countiJl fLrm,lll IG's direction. 
Also provided all: the rollo....; n .. : 

• 	 reclassified financial slntemenlS 
• 1'004 F T radillg Partner . ummafY ate Report 
• F003G Clo~ing Package Une Reclassitkatiotl Surnma~ R~rL 
• 	 GFOO FR ott':i Rcpun 
• 	 GFOm Orner FR Data Rep rt 

• 	 1M3 ernelll Represemation leiter 011 the C los~lIg Pilclulge (incl udil'lg Unlllllll'Y 0 


UncoL'l'cct~d Misslatemellts) 


For your inform ion. "'l: 00"1': pro\':idcd Ms. Louis.e DiBcnedetto. 0 f the Goyc:rruneDl 
Ae'Couot bility Office. and the Office 0 Fedcral FiM1lctEll J\ialll'(gem!:nl within tile OI1i~e of 
Manag<:mcnlllnG Budget. with an identical letter. 

Sinc~rcly. 

H ITO Id W rciscl 
D~rut} Iflljp«lnf crlcrnl 

En 	 I ur~ : As sluled. 

cc' 	 RJo.I - Mr. James L. • !il1,ene. f\~lil'l 
R,\ D l~U - Mr. Ch.ri~ 1'- FI ~ 's 



Lnit,,'] ' llll.'., 0 'partllleni of ~latt' 

lui II", Rrnud('a,tin B 3.rd '\ ..1'1101'. 

flEe 1 5100~ 

ffiel:' of Managemcnl and Budget 

New XCClIlhi: Office: Buil in!! 

Offic~ or F.: crd Finnn i I MIlD g [Denl 

725 l7th l.. \" , L111C 6025 

W:tSbi[\gton. DC 20S03 


Dear ir or Madam: 

In cnmplial1t:t: with the: TrlLdvur .F{"lIllcitrf MlIIl'U(J/, P~R 2. Chapter 4700, A!l~m:y Reponing 

R~qulrc"me-t1.ts for th,; Fin !'Ictal Report Qrme United tlll t!! the QlDc.,e of Inspector General 

l DIG is pro\'itlill_ tit itldl!:pendem AI"l/lor '-' RI!pt:m UIII.h~ Dl!:ptJrrltumr () Slate '· pL~cial-


Putt '}.III FiJld"L'/UJ Slulo!mL'I1l. (DIG Repon o. D. ,M-IO·(2), 11Hl report was prepared b) 

Kearney Compall~. P.C .. an independent cen:if.ed public accoUlltin firm. t oro's direction, 

Also pm ide<! arll til following: 


• 	 n:do5sitied financial statements 
• 	 OFOWF Trading Partner ummCI)' me Rcpon 
• 	 GFOO3G Closililli,l PlIclmge in~ Rcel 'si fic. lion !'lW1lIll<lry R~P'lfl 

• 	 GFOO6 FR • tes Report 
• 	 GF007 mer FR D-.lta Repon 
• 	 Managemen[ Representll.tioll tener on llte CJosin Package {inclllding ummary r 

Un 'orrectetl M isstalt!m.ents} 

For your infomunion, we have pl'O\ided Ms. Karen I-iUllte:l'. oCthe Departmellt oflhe TrC~Ylj'T 


and . Louise D ilknedelto, of the Government ccountability Office. with an i mtiC1l1 leurr. 


inccrely. 

~G2:::::: ") 
HllfOld W. cisd 

Dl:pul)' In pI.: lor Gcm:rnl 


c.: 	R),! - Mr. JIJ1T1~~ l.. MilleL!!;. A l in!; 

RM'DCFO - ~lr. C'hri: 11. F1~ 'J! 


http:cen:if.ed
http:R~qulrc"me-t1.ts


 
 
 
 

4501 Ford Avenue, Suite 1400, Alexandria, VA 22302 
PH: 703.931.5600, FX: 703.931.3655, www.kearneyco.com 

 
INDEPENDENT AUDITOR’S REPORT ON SPECIAL-PURPOSE FINANCIAL 

STATEMENTS 
 
We have audited the accompanying reclassified balance sheet as of September 30, 2009, and the 
related reclassified statements of net cost and changes in net position for the year then ended 
(hereinafter referred to as the special-purpose financial statements) contained in the special-
purpose closing package of the U.S. Department of State (Department).  These special-purpose 
financial statements are the responsibility of the Department’s management.  Our responsibility is 
to express an opinion on these special-purpose financial statements based on our audit.  The 
special-purpose financial statements of the Department as of September 30, 2008, were audited by 
other auditors whose report dated November 17, 2008, issued a disclaimer on those statements. 
 
Except as described in the following paragraphs, we conducted our audit in accordance with 
auditing standards generally accepted in the United States of America, the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States; and Office of Management and Budget (OMB) Bulletin No. 07-04, 
Audit Requirements for Federal Financial Statements, as amended.  Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the special-purpose 
financial statements are free of material misstatement.  An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the special-purpose financial 
statements.  An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall special-purpose financial 
statement presentation.  We believe that our audit provides a reasonable basis for our opinion.   
 
The Department was unable to provide timely and complete evidential material to enable us to 
perform audit procedures to satisfy ourselves that the property and equipment (P&E) balance was 
free of material misstatements.  Our work identified issues related to land valuation; identification 
and valuation of assets and liabilities under capital leases; completeness and accuracy of real 
property; and the existence, completeness, and valuation of personal property.  As a result of 
these limitations, we were unable to obtain sufficient evidential support for P&E amounts 
presented in the FY 2009 consolidated balance sheet and consolidated statement of changes in net 
position. 
 
The special-purpose financial statements and accompanying notes contained in the special-
purpose closing package have been prepared for the purpose of complying with the requirements 
of the U.S. Department of the Treasury’s Financial Manual (TFM) Volume I, Part 2, Chapter 
4700, solely for the purpose of providing financial information to the U.S. Department of the 
Treasury and the U.S. Government Accountability Office to use in preparing and auditing the 
Financial Report of the U.S. Government, and are not intended to be a complete presentation of 
the Department’s financial statements.   
 



 
 
 
Because of the matters discussed in the preceding paragraphs, we were unable to obtain sufficient 
and competent evidential matter related to the Department’s P&E balance as of September 30, 
2009.  We cannot determine if the special-purpose financial statements and accompanying notes 
referred to above are free from material misstatement.  In our opinion, except for the effects of 
such adjustments, if any, as might have been determined to be necessary had we been able to 
examine evidence related to the P&E balance, the special-purpose financial statements and 
accompanying notes referred to above present fairly, in all material respects, the financial position 
of the Department as of September 30, 2009, and its net costs and changes in net position for the 
year then ended, in conformity with accounting principles generally accepted in the United States 
of America and the presentation pursuant to the requirements of the TFM Chapter 4700. 
 
The information included in the Other Data is presented for the purpose of additional analysis 
and is not a required part of the special-purpose financial statements, but is supplementary 
information required by the TFM Chapter 4700.  Such information has not been subjected to 
auditing procedures.  Accordingly, we express no opinion on it.  We were unable to apply certain 
procedures prescribed by professional standards to the information within the timeframes 
established by OMB because of the limitations on the scope of financial statement audit.  
 
In accordance with Government Auditing Standards and OMB Bulletin No. 07-04, as amended, 
we have also issued our reports dated December 14, 2009, on our consideration of the 
Department’s internal control over financial reporting and its compliance with certain provisions 
of laws and regulations.  Those reports are an integral part of an audit of general purpose 
financial statement reporting performed in accordance with Government Auditing Standards and 
OMB Bulletin No. 07-04, as amended, and should be read in conjunction with this report in 
considering the results of our audit.  Our engagement to audit the consolidated financial 
statements of the Department for the year ended September 30, 2009, disclosed the following 
material weaknesses and significant deficiencies in the Department’s internal control structure: 
 

• Material Weakness: Environmental Liability Restatement 
• Material Weakness: Accounting for Property and Equipment 
• Material Weakness: Controls over the Financial Reporting Process 
• Significant Deficiency: Accounts Payable Accruals 
• Significant Deficiency: Validity and Accuracy of Unliquidated Obligations 
• Significant Deficiency: Information Technology Controls. 

 
In planning and performing our audit of the special-purpose financial statements, we also 
considered the Department’s internal control over the financial reporting process for the special-
purpose financial statements and compliance with the TFM Chapter 4700.  Management is 
responsible for establishing and maintaining internal control over financial reporting, including 
Other Data, and complying with laws and regulations, including compliance with the TFM 
Chapter 4700 requirements. 
 
Our consideration of internal control over the financial reporting process for the special-purpose 
financial statements would not necessarily disclose all matters in the internal control over the 
financial reporting process that might be significant deficiencies.  Under standards issued by the 



 
 
 
American Institute of Certified Public Accountants, a material weakness is a deficiency, or 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a 
material misstatement of the entity’s financial statements will not be prevented, or detected and 
corrected on a timely basis.  A significant deficiency is a deficiency, or combination of 
deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.   
  
We identified no material weaknesses in internal control over the financial reporting process for 
the special-purpose financial statements, and our tests of compliance with the TFM Chapter 4700 
requirements disclosed no instances of noncompliance that are required to be reported under the  
Government Auditing Standards and OMB Bulletin No. 07-04, as amended.  However, providing 
an opinion on internal control over the financial reporting process for the special-purpose 
financial statements or on compliance with the TFM Chapter 4700 requirements was not an 
objective of our audit of the special-purpose financial statements, and accordingly, we do not 
express such an opinion. 
 

----- 
 
This report is intended solely for the information and use of the Department, the U.S. 
Department of the Treasury, OMB, and the U.S. Government Accountability Office in 
connection with the preparation and audit of the Financial Report of the U.S. Government and is 
not intended to be and should not be used by anyone other than these specified parties. 
 

 
 

December 15, 2009 
Alexandria, Virginia 
 
 




