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U.S. DEPARTMENT OF STATE AT A GLANCE

Table 1. 2024" Highlights Percent Change
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Balance Sheet Totals as of September 30

Total Assets +4% S 127.2
Total Liabilities +10% 48.1
Total Net Position — 79.1

Results of Operations for the Years Ended September 30
Total Net Cost of Operations +6% S 375
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Total Budgetary Resources +3% S 87.2
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Figure 2 long description.

ABOUT THE COVER

The Department of State continues to implement the Secretary’s Modernization Agenda, and the 2024
Agency Financial Report cover highlights the Workforce line of effort. The goal of this line of effort

is to ensure that the Department is a model workplace that attracts and retains top talent across all
hiring types. An empowered workforce that is resilient, agile, secure, and inclusive will help meet the

Department’s mission. From the bottom left to the top right the images include: Director General

Marcia S. Bernicat celebrates the centennial of the Rogers Act, which established a professional
U.S. Foreign Service; Special Envoy Tom Perriello meets with young leaders chosen by their peersin
Kampala, Uganda, to amplify a united Sudanese voice for peace, justice, and equality; and Secretary
Antony J. Blinken delivers remarks at the second annual Minority Serving Institutions Conference at the

Department of State.


https://www.state.gov/fy-2024-agency-financial-report/long-descriptions/#introductory-charts
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About This Report

The U.S. Department of State’s (Department) Agency Financial Report (AFR) for Fiscal
;ﬁ:;;ian Year (FY) 2024 provides an overview of the Department’s financial and performance

data to help Congress, the President, and the public assess our stewardship over the
resources entrusted to us.

The Department follows guidance published in the U.S. Office of Management and
Budget’s (OMB) Circular No. A-136, Financial Reporting Requirements, revised, when
preparing and submitting audited financial statements to OMB. This report is available on the State.gov
Agency Financial Reports page and includes information that satisfies the reporting requirements
contained in the following legislation:

=  Federal Managers’ Financial Integrity = Federal Financial Management Improvement
Act of 1982, Act of 1996,

= Chief Financial Officers (CFO) Act of 1990, = Reports Consolidation Act of 2000,

=  Government Performance and Results =  Accountability of Tax Dollars Act of 2002,
Act (GPRA) of 1993,

=  GPRA Modernization Act of 2010, and
= Government Management Reform

=  Payment Integrity Information Act of 2019.
Act of 1994,

The AFR is the first in a series of two annual financial and performance reports the Department
will issue. The reports include: (1) an Agency Financial Report issued in November 2024; and (2)
an agency Annual Performance Report issued in January 2025.

Certificate of Excellence in Accountability Reporting

On May 16, 2024, the U.S. Department of State was awarded

the AGA's prestigious Certificate of Excellence in Accountability o S PR L T

Reporting (CEAR) for its Fiscal Year 2023 Agency Financial Report. ) . AGA
The CEAR is the highest form of recognition in Federal Government : e ol lenca
management reporting and the 2024 awards event recognized the ccountabilty Reporting
accomplishments of 23 Federal agencies and departments.

Modernizing

Diplomacy
.S. Department of State

The CEAR Program was established by AGA, in collaboration

with OMB and the Chief Financial Officers Council, to increase
accountability, highlight agency achievements, and connect
performance and financial reporting. This recognition represented
the 19th time the Department has been honored to receive the CEAR.

U.S. DEPARTMENT OF STATE L] 2024 AGENCY FINANCIAL REPORT
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How This Report is Organized

The Department’s AFR for 2024 provides financial and performance information for the fiscal

year beginning October 1, 2023, and ending on September 30, 2024, with comparative prior

year data, where appropriate. The AFR demonstrates the agency’s commitment to its mission

and accountability to Congress and the American people. This report presents the Department’s
operations, accomplishments, and challenges. The AFR begins with a message from the Secretary

of State, Antony J. Blinken. This introduction is followed by three main sections and appendices. In
addition, a series of “In Focus” sidebars are interspersed to present information on the Department’s
important work related to the theme of this year’s AFR, People Powered Diplomacy.

Section I: Management’s Discussion and Analysis

Section | provides an overview of the Department’s performance and financial information. It
introduces the mission of the Department, includes a brief history, and describes the agency’s
organizational structure. This section highlights the Department’s goals, its focus on developing
priorities, and provides an overview of major program areas. The section also highlights the agency’s
financial results and provides an analysis of its systems, controls, and legal compliance. This section
also includes forward-looking information that speaks to Department known and anticipated risks,
and actions to address these challenges.

Section Il: Financial Section

Section Il details the Department’s finances. It opens with a message from the Comptroller, and
includes the auditors’ reports, audited financial statements and notes, and unaudited Required
Supplementary Information to accompany the financial statements.

Section llI: Other Information

Section Ill provides various Federal reporting disclosures. It contains summary tables for the
financial statement audit and management assurances, the Inspector General’s statement on
the Department’s challenges and management’s response, reports on payment integrity and
climate-related financial risk, and other required material.

Appendices

The appendices include data that supports the main sections of the AFR. This includes a glossary of
abbreviations and acronyms used in the report, a map of the Department of State’s locations, and a
listing of the tables, figures, and image credits used in the report.

Note: Throughout this report all use of year indicates fiscal year.
Acronyms are spelled out on the first use and reintroduced in each section.

2024 AGENCY FINANCIAL REPORT = U.S. DEPARTMENT OF STATE
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Message from the Secretary

The Department of State’s Agency Financial
Report for Fiscal Year 2024 reflects the
Administration’s conviction that our skilled
and dedicated workforce is the heart of our
institution. Our people power our drive to
fulfill the five goals outlined in our Joint
Strategic Plan with the U.S. Agency for
International Development:

= Renew U.S. leadership and mobilize coalitions
to address the global challenges that have
the greatest impact on Americans’ security
and well-being;

= Promote global prosperity and shape an
international environment in which the
United States can thrive;

= Strengthen democratic institutions, uphold
universal values, and promote human dignity;

= Revitalize the diplomatic and development
workforce and institutions; and

= Serve U.S. Citizens around the world and
facilitate secure international travel.

| committed on my first day in office to leave
behind a State Department ready to meet the
tests of the 21st Century — an even stronger,
more effective, more agile, and more diverse
institution that can lead America’s engagement
in the world. With bipartisan support from
Congress, we are making concrete strides on this
modernization agenda:

= Critical Missions: Even as we invest in the
Department’s core missions and areas of
expertise, we are resourcing, training, and
sustaining focus on issues increasingly
consequential to American lives, livelihoods,

U.S. DEPARTMENT OF STATE (]

and security. These issues include strategic
competition with the People’s Republic

of China (PRC); cyberspace and emerging
technologies; climate, environment, and
energy; global health security and diplomacy;
and economic statecraft and multilateral
diplomacy. Our new bureaus and units
focused on the PRC, Cybersecurity and Digital
Policy, Critical and Emerging Technology,
Global Health Security and Diplomacy, and
the Office of City and State Diplomacy,

are bringing deeper expertise and new
perspectives to our work.

Stronger Diplomatic Capacity: We are
attracting the largest and most diverse
Foreign Service classes in over a decade,
securing record numbers of new civil
service hires, and offering a new paid
internship program.

Innovation, Dissent, and Policy Risk and
Opportunity Planning: Our revitalized
Dissent Channel, new Policy Ideas Channel,
and Secretary’s Open Forum are offering a
direct link between our workforce and senior
leaders on consequential policy discussions.
Our new Policy Risk and Opportunity
Planning Group is identifying and planning
for scenarios that directly implicate vital U.S.
interests, equipping American diplomats to
navigate a more volatile world.

New Embassy Models: Our Flexible, Lean,
Efficient, and Expedient Missions are allowing
us to establish a diplomatic presence

in more places, more quickly, without
sacrificing security. That means America

can advance our interests and values more
effectively in this more competitive world.

2024 AGENCY FINANCIAL REPORT



Our new U.S. embassies in Maldives, Tonga,
Seychelles, Vanuatu, and the Solomon Islands
are demonstrating proof-of-concept, and we
can apply this model to additional missions in
the Pacific and Caribbean.

= Data-Driven Decision Making: Our first-ever
Enterprise Data Strategy and bureau-level
Chief Data Officers are enabling timely and
data-informed insights necessary to make
key mission and management decisions.

= Artificial Intelligence (Al): Our first-ever
Al strategy — and “StateChat” Sensitive But
Unclassified-capable chatbot — is harnessing
the full capabilities of trustworthy Al,
leveraging this novel technology to improve
efficiency and analysis.

= Passport Innovation: Our new online
passport renewal system is enabling
Americans to update their passports
more quickly and efficiently, while we
simultaneously plan to add new domestic
passport agencies, enhancing in-person
services to a broader segment of the
American public.

=  Workplace Modernization: Greater
work-life flexibilities, including Expanding
Leave Without Pay, the Domestic Employee
Teleworking Overseas program, and the
Remote Work and Telework flexibilities,
are workforce game-changers. We are also
expanding positions available to family
members overseas, reducing security
clearance processing backlogs, and prioritizing
family togetherness in the bidding process.

These are important steps, but we’ll need to
continue to build on these gains in the years
ahead to unlock the transformative potential of
U.S. diplomacy — the workforce that powers it.

This AFR is our principal report to the
President, Congress, and the American people
on the Department’s management of the
public funds entrusted to us to enable our
leadership of U.S. diplomacy. The Department

2024 AGENCY FINANCIAL REPORT =
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Antony J. Blinken

maintains a comprehensive and sound system
of management controls to ensure this AFR

is complete and reliable. The Department
conducted its assessment of the effectiveness
of internal controls over reporting in accordance
with OMB Circular A-123, Appendix A. Based on
the results of this assessment and the results of
the independent audit, | can provide reasonable
assurance that the FY 2024 financial statements
are complete and reliable.

Moreover, the reports on performance and
additional financial information in the AFR should
strengthen public confidence in the Department’s
management. The Message from the Comptroller
in this AFR highlights progress made to improve
financial management this past year and includes
the results of the independent audit of our

FY 2024 financial statements.

%m&%\ivﬂ@h

Antony J. Blinken
Secretary of State
November 15, 2024

U.S. DEPARTMENT OF STATE
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About the Department

The U.S. Department of State is the lead U.S. foreign affairs agency within the Executive Branch
and the lead institution for the conduct of American diplomacy. Established by Congress in 1789,
the Department is the nation’s oldest and most senior cabinet agency.

Our Mission

To protect and promote U.S. security, prosperity, and democratic values and shape an international

environment in which all Americans can thrive.

Our History — Empowered by the Workforce

The Department is led by the Secretary of

State, who is nominated by the President and
confirmed by the U.S. Senate. The Secretary of
State is the President’s principal foreign policy
advisor and a member of the President’s Cabinet.
The Secretary carries out the President’s foreign
policies through the State Department and its
employees. In 1790, this meant conducting
diplomacy at two diplomatic posts — legations in
London and Paris —and consular operations at 15
posts scattered through the Caribbean, Europe,
and China. Today, the Department maintains over
270 embassies and posts all around the world.

As the history of the Department unfolded,
success has required more than strong
leadership in Washington. An empowered
workforce, leading from the field, has proven
indispensable to safeguarding security, pursuing
prosperity, promoting values, and protecting
Americans. Of the many examples that stand
out, these two illustrate how empowered
diplomats can impact the lives of individuals

as well as nations.

At perhaps our nation’s hour of greatest
peril during the Civil War, U.S. diplomats like
Minister to the United Kingdom Charles Francis

Adams Sr. engaged with foreign leaders to
withhold recognition and support from the
Confederacy. Because the Union’s blockade of
southern cotton shipments disrupted the supply
chains vital to the United Kingdom’s industrial
revolution, Adams and other U.S. diplomats also
worked to counter Confederate propaganda
among British workers by linking their story to
the fight for freedom in the United States. This
combination of traditional and public diplomacy
mattered — it helped convince the British
Government not to intervene in the conflict.

Foreign Service Officer F. Allen “Tex” Harris’s work
to document stories of victims of Argentina’s
“Dirty War” during the late 1970s illustrated the
powerful combination of bottom-up passion and
top-down prioritization of human rights under
former President Jimmy Carter. At a time of

great debate about how the United States could
effectively promote human rights using foreign
policy, Harris leveraged the focus on human rights
to elevate reporting from Buenos Aires that could
otherwise have been dismissed as irrelevant or
disregarded as inconvenient. Instead, Harris’s
reporting offered a measure of protection to
victim’s families and offered opportunities to hold
the former Argentine regime accountable.

@ More information can be found on the Department’s Duties of the Secretary of State website.

2024 AGENCY FINANCIAL REPORT =
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Through Secretary Blinken’s Modernization
Agenda, the Department is strengthening the
foundations for extending this story into the
future. “We need to put the State Department
in the best possible position to confront the
challenges facing our country, and we need to
build, support, and protect the workforce that
makes everything that we do possible.”

Our Organization and People

| ABOUT THE DEPARTMENT

Today, the Department of State and the United
States Agency for International Development
(USAID) work together to harmonize the
administration and structure of assistance
programs to ensure maximum impact and
efficient use of taxpayer funds. Each agency is
responsible for its own operations and produces
a separate AFR.

The Department advances U.S. objectives and
interests in the world through its primary role

in developing and implementing the President’s
foreign policy worldwide. The Department also
supports the foreign affairs activities of other U.S.
Government entities including USAID. USAID is
the U.S. Government agency responsible for most
non-military foreign aid and it receives overall
foreign policy guidance from the Secretary of
State. The Department carries out its foreign
affairs mission and values in a worldwide
workplace, focusing its energies and resources
wherever they are most needed to best serve

the American people and the world.

The Department is headquartered in
Washington, D.C. and has an extensive global
presence, with more than 270 embassies,
consulates, and other posts in over 180 countries.
A two-page map of the Department’s locations
appears in Appendix B. The Department also
operates several other types of offices, mostly
located throughout the United States, including
passport agencies and centers, foreign press
centers, logistic support offices for overseas
operations, security offices, financial service
centers, and a reception center.

The Foreign Service officers and Civil Service
employees in the Department and U.S. missions
abroad represent the American people.

They work together to achieve the goals and
implement the initiatives of American foreign

U.S. DEPARTMENT OF STATE (]

policy. The Foreign Service is dedicated to
representing America and to responding to the
needs of American citizens living and traveling
around the world. They are also America’s

first line of defense in a complex and often
dangerous world. The Department’s Civil Service
corps, most of whom are headquartered in
Washington, D.C., is involved in virtually every
policy and management area — from democracy
and human rights, to narcotics control, trade, and
environmental issues. Civil Service employees
also serve as the domestic counterpart to
Foreign Service consular officers who issue
passports and assist U.S. citizens overseas.

Host country Foreign Service National (FSN) and
other Locally Employed (LE) staff contribute to
advancing the work of the Department overseas.
Both FSNs and other LE staff contribute local
expertise and provide continuity as they work
with their American colleagues to perform

vital services for U.S. citizens. At the close of
2024, the Department was comprised of over
80,200 employees.

The Department has a big impact on Americans’
lives at home and abroad. We advance U.S.
national security, promote our economic
interests, create jobs, reach new allies,
strengthen relationships with old ones, and
reaffirm our country’s role in the world. The
Department’s mission impacts American lives

in multiple ways.

2024 AGENCY FINANCIAL REPORT
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These impacts include:

1. We support American citizens abroad.

We provide emergency assistance to U.S.
citizens in countries experiencing natural
disasters or civil unrest. We assist with
intercountry adoptions and work on
international parental child abductions. In
2023, there were 1,275 adoptions to the
United States, and 24 adoptions from the
United States to other countries. In calendar
year 2023, there were 1,406 children
reported abducted to and from the United
States, including 747 children in outgoing
abductions and 659 children in incoming
abductions. Additionally, we assisted in the
return of 205 children to the United States,
and the return of 150 children to their last
place of habitual residence overseas before
their abductions to the United States.

We create American jobs. We directly
support millions of U.S. jobs by promoting
new and open markets for U.S. firms,
protecting intellectual property, negotiating
new U.S. airline routes worldwide, and
helping American companies compete for
foreign government and private contracts.

We promote democracy and foster stability
around the world. Stable democracies are
less likely to pose a threat to their neighbors
or to the United States. We partner with the
public and private sectors in countries in
conflict to foster democracy and peace.

We help to make the world a safer place.
Under the New Strategic Arms Reduction
Treaty, we are reducing the number of
deployed nuclear weapons to levels not
seen since the 1950s. We have helped
post-conflict countries clear millions of
square meters of landmines and unexploded
ordnance. We also work with foreign
partners to strengthen international aviation
and maritime safety and security.

2024 AGENCY FINANCIAL REPORT =
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We save lives. Strong bipartisan support for
U.S. global health investments has led to
worldwide progress against HIV/AIDS,
tuberculosis, malaria, and polio. Better health
abroad reduces the risk of instability and
enhances our national security.

We help countries feed themselves. We
help other countries plant the right seeds in
the right way and get crops to markets to
feed more people. Strong agricultural sectors
lead to more stable countries.

We help in times of crisis. From natural
disasters to famine to epidemics, our
dedicated emergency professionals deliver
assistance to those who need it most.

We promote the rule of law and protect
human dignity. We help people in

other countries find freedom and shape
their own destinies. We advocate for
the release of prisoners of conscience,
prevent political activists from suffering
abuse, train police officers to combat
sex trafficking, and equip journalists to
hold their governments accountable.

We help Americans see the world. The
Department’s Bureau of Consular Affairs (CA)
supports and protects the American public.

In 2024, we issued over 24 million passports
and passport cards for Americans to travel
abroad. We facilitate the lawful travel of
international students, tourists, and business
people to the United States, adding greatly to
our economy. We provide information to help
U.S. citizens assess risks of international travel
and learn about steps to take to ensure their
safety when traveling abroad.

We are the face of America overseas. Our
diplomats, development experts, and the
programs they implement are the source of
American leadership around the world. They
are the embodiments of our American values
abroad and a force for good in the world.

U.S. DEPARTMENT OF STATE
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The Secretary of State is supported by two
Deputy Secretaries, the Executive Secretariat,
the Counselor and Chief of Staff, six Under
Secretaries, and over 50 functional and
management bureaus and offices. The Deputy
Secretary of State (D) serves as the principal
deputy, adviser, and alter ego to the Secretary
of State. The Deputy Secretary of State for
Management and Resources (D-MR) serves

as the Department’s Chief Operating Officer.
The Bureau of Cyberspace and Digital Policy
supports D, and the Office of Foreign Assistance
supports D-MR. The Under Secretaries have
been established for Political Affairs; Economic
Growth, Energy and Environment; Arms Control
and International Security Affairs; Public
Diplomacy and Public Affairs; Management; and
Civilian Security, Democracy and Human Rights.
The Under Secretary for Management (M) also
serves as the CFO for the Department. The
Comptroller has delegated authority for many of

U.S. DEPARTMENT OF STATE (]

| ABOUT THE DEPARTMENT

the activities and responsibilities mandated as
CFO functions, including preparation of the AFR.

Six regional bureaus support the Department’s
political affairs mission, along with the Bureau of
International Organizations. Each regional bureau
is responsible for a specific geographic region of
the world. These include:

= Bureau of African Affairs,

= Bureau of European and Eurasian Affairs,

= Bureau of East Asian and Pacific Affairs,

= Bureau of Near Eastern Affairs,

= Bureau of South and Central Asian Affairs, and
= Bureau of Western Hemisphere Affairs.

The Department’s organization chart can

be found on the Department of State’s
Organization Chart website.

2024 AGENCY FINANCIAL REPORT
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Figure 4. U.S. Department of State Organization Chart
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The following chart is accurate as of September 30, 2024.
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The Bureau of Global Talent Management’s Office of Organization and Talent Analytics manages the Department of State’s

Organization Chart.

*The head of these organizations report directly to the Secretary for certain purposes.

Accessible text version of the Organization Chart.
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Our Work at Home and Overseas

| ABOUT THE DEPARTMENT

At home, the passport process is often the
primary contact most U.S. citizens have with the
Department. There are 29 domestic passport
agencies and centers, and approximately

7,525 public and 559 Federal and military
passport acceptance facilities. The Department
designates many post offices, clerks of court,
public libraries and other state, county,
township, and municipal government offices

to accept passport applications on its behalf.

Overseas, in each Embassy, the Chief of
Mission (COM) (usually an Ambassador) is
responsible for executing U.S. foreign policy
aims, as well as coordinating and managing
all U.S. Government functions in the host
country. The President appoints each COM,
who is then confirmed by the Senate. The COM
reports directly to the President through the
Secretary of State. The U.S. Mission is also the
primary U.S. Government point of contact for
Americans overseas and foreign nationals of
the host country.

Customer Service

Missions serve the needs of Americans
traveling, working, and studying abroad,
and supports Presidential and Congressional
delegations visiting the country.

Every diplomatic mission in the world

operates under a security program designed
and maintained by the Department’s Bureau

of Diplomatic Security (DS). In the United
States, DS investigates passport and visa fraud,
conducts personnel security investigations, and
protects the Secretary of State and high-ranking
foreign dignitaries and visiting officials.

Additionally, the Department utilizes a wide
variety of technology tools to further enhance its
effectiveness and magnify its efficiency. Today,
most offices increasingly rely on digital video
conferences, virtual presence posts, and websites
to support their missions. The Department also
leverages social networking web tools to engage
in dialogue with a broader audience. See the
inside back cover for Websites of Interest.

The Department is committed to making
government work better for the American
people, including making it easier and faster
for Americans to receive their passports. We
have reduced passport processing times from
six to eight weeks to four to six weeks for
routine applications, fully launched our Online
Passport Renewal system, hired hundreds

U.S. DEPARTMENT OF STATE (]

of passport adjudicators, improved website
functionality, and announced our plans to

bring passport services to six new cities across
the United States. Throughout the challenges
of the past several years, we have achieved
record productivity, issuing a record 24.5 million
passport books and cards in 2024 — the highest
amount ever in our nation’s history.

2024 AGENCY FINANCIAL REPORT
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Number of Visa Crime
Investigations Opened Globally

DS is the security and law enforcement arm

of the Department. Visa crimes are international

offenses that may start overseas but can
threaten public safety inside the United States
if offenders are not interdicted with aggressive
and coordinated law enforcement action.

DS agents and analysts observe, detect,
identify, and neutralize networks that exploit
international travel vulnerabilities. As shown
in Figure 5, in 2024, 1,965 cases were open. In
addition, 771 cases were closed and DS made
264 arrests.

DS investigates a case involving visa fraud

On July 31, 2024, a U.S. District Judge from
Maine ordered Coleen Holt-Thompson to

pay $172,158 in restitution and sentenced

her to three years Federal probation for
conspiracy to commit visa fraud and Federal
tax evasion stemming from a scheme to violate
18 U.S.C. 1546 by knowingly presenting, to
both the Government of Ukraine and the

U.S. Embassy in Kyiv, documents in support

of nonimmigrant visas that contained false
statements. To secure visitor visas for Ukrainian
orphans, Holt-Thompson and her Ukrainian
collaborators submitted fraudulent lists of

2024 AGENCY FINANCIAL REPORT =
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Figure 5. Open Visa Crime Investigations (2020-2024)

Source: U.S. Department of State, Bureau of
Diplomatic Security.

unvetted host families to the Ukraine Ministry
of Social Policy, bypassing a key check intended
to prevent human trafficking. Holt-Thompson
helped 124 children obtain visas through the
scheme, profiting on average between $1,500 to
$1,800 per child. Diplomatic Security Service’s
Portsmouth Resident Office and its Overseas
Criminal Investigations Unit in Kyiv collaborated
on the investigation.

More information on the case can be found on
the Department of Justice Press Releases website.
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https://www.justice.gov/usao-me/pr/host-ukraine-executive-director-ordered-pay-172158-restitution-fraudulently-obtaining

14 of 196

FOCUS

Year of Accountability

Director General of the Foreign Service and
Director of Global Talent, Marcia S. Bernicat,
announced 2024 as the Bureau of Global Talent
Management’s (GTM) “Year of Accountability,”
to increase accountability awareness in everyday
actions in the Department’s workplace. As

part of this initiative, Director General Bernicat
invited all Department employees to nominate
effective managers who balance workloads,
support professional development, and empower
optimal performance.

To strengthen accountability measures, GTM
works closely with key bureaus and offices within
the Department, including: the Office of the
Ombuds, the Office of Diversity and Inclusion,
the Office of Civil Rights, Diplomatic Security,

the Office of Inspector General, among others.
Resources such as the Foreign Service Institute’s

S‘ir VA TV
k I \ I I*J

Leadership and Management Training, GTM’s
Manager Support Unit, and the Workplace
Conflict Prevention and Resolution Center bolster
each employee’s ability to address workplace
conflicts effectively. Director General Bernicat
emphasized the need for enhancing mechanisms
that foster a positive employee experience and
called upon all employees to embrace a culture
of accountability within the Department.

GTM will use the recently completed Mission
Leadership and Management Survey, which
asked about the effectiveness of overseas
leadership, to provide bureaus and senior leaders
with vital feedback to identify and address any
concerning leadership and management issues
at posts. And as always, GTM will continue to
work with partner offices to provide additional
resources, support, and training.

Director General Marcia S. Bernicat discusses the Focus on Accountability initiative during a video interview with

State Magazine, January 10, 2024. Department of State

U.S. DEPARTMENT OF STATE [
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Strategic Goals and Government-wide
Management Initiatives

Managing for Results: Planning, Budgeting, Managing, and Learning

The Department of State advances the

Administration’s policy priorities by strengthening

program and project design, tracking key
indicators, building evidence for decision making,
and using strategic reviews to assess progress.
The Managing for Results framework fosters
enterprise-wide linkages between strategic
planning, budgeting, managing, and learning.
Bureaus and missions achieve more successful
outcomes using evidence to inform policy,
resource, and program decisions.

Joint State-USAID Strategic Goals

Managing for Results Framework

The Department develops and implements
strategic plans at three organizational levels:

= The State-USAID Joint Strategic Plan (JSP) —
a four-year Agency level strategic plan that
outlines State and USAID’s overarching
goals and objectives for U.S. diplomacy
and development, guides bureau and
mission planning, and informs annual
budget decisions.

=  Bureau Strategies

» Joint Regional Strategies — the four-year
strategic plan for each geographic region
that sets joint State and USAID priorities
and objectives at the bureau level.

» Functional Bureau Strategies — the
four-year strategic plan that sets priorities
for each State functional bureau and office,

2024 AGENCY FINANCIAL REPORT =

and guides bureau- and mission-level
planning with key partners.

= |ntegrated Country Strategies — the
four-year strategic plan for each
overseas diplomatic mission that
articulates policy priorities through a
whole-of -government approach.

The 2022-2026 JSP contains five strategic
goals (SG) and 19 strategic objectives that are
displayed in Figure 6. The JSP guides annual
performance reporting in the State-USAID
performance plans and reports and provides
a roadmap for the policies and strategic
planning that inform the Joint Regional
Strategies, Functional Bureau Strategies,

and Integrated Country Strategies. Current
bureau and country strategies are available to
the public through the Department’s website.

U.S. DEPARTMENT OF STATE
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Figure 6. Joint Strategic Plan Framework

2022-2026 JOINT STRATEGIC PLAN FRAMEWORK

GOAL 1:
Renew U.S. leadership
and mobilize coalitions

to address the global

challenges that have
the greatest impact on
Americans’ security and
well-being.

Objective 1.1: Strengthen
global health security,
combat infectious disease
threats, and address
priority global health
challenges through
bilateral engagement and
within multilateral fora.

Objective 1.2: Secure
ambitious climate
mitigation and adaptation
outcomes, including
supporting effective Paris

Agreement implementation.

Objective 1.3:
Reinvigorate U.S.
humanitarian leadership
and provide lifesaving
protection and assistance
in response to international
disasters and humanitarian
crises overseas.

Objective 1.4: Lead allies
and partners to address
shared challenges and
competitors; prevent, deter,
and resolve conflicts; and
promote international
security.

Objective 1.5: Enhance
foreign publics’
understanding of and
support for the values
and policies of the United
States.

GOAL 2:
Promote global
prosperity and shape an
international
environment in which the
United States can thrive.

Objective 2.1: Promote

a global economy that
creates opportunities for all
Americans.

Objective 2.2: Support
inclusive and sustainable
economic growth

and opportunity for
communities around the
globe.

Objective 2.3: Support
U.S. technological
leadership, strengthen
competitiveness, and
enhance and protect the
U.S. innovation base while
leveraging technology to
improve lives around the
world.

Objective 2.4: Strengthen
U.S. and global resilience
to economic, technological,
environmental, and other
systemic shocks.

GOAL 3:
Strengthen
democratic
institutions, uphold
universal values, and
promote human dignity.

Objective 3.1: Promote
good governance

and defend strong,
accountable, and resilient
democracies that deliver
for their citizens.

Objective 3.2: Advance
equity, accessibility, and
rights for all.

Objective 3.3: Prevent,
expose, and reduce
corruption.

Objective 3.4: Promote

a safe, humane, and
orderly immigration and
asylum system, address
the root causes of irregular
migration collaboratively
with our partners, and
enhance protections for
refugees and displaced
persons.

Objective 3.5: Improve
inclusive and equitable
health, education, and
livelihood services,
especially for women,
youth, and marginalized
groups.

GOAL 4:
Revitalize the diplomatic
and development
workforce and institutions.

Objective 4.1: Build and
equip a diverse, inclusive,
resilient, and dynamic
workforce.

Objective 4.2: Modernize
IT and leverage data to
inform decision-making and
support mission delivery.

Objective 4.3: Protect our

personnel, information, and
physical infrastructure from
21st Century threats.

GOAL 5:
Serve U.S. Citizens
around the world and
facilitate secure
international travel.

Objective 5.1: Support
and serve American
citizens traveling or
residing abroad.

Objective 5.2: Advance
U.S. interests by
facilitating legitimate travel
to and from the United
States.

U.S. DEPARTMENT OF STATE (]
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The Secretary’s Modernization Agenda and Our Strategic Goals

The Secretary of State’s Modernization Agenda
was announced on October 27, 2021, to
position the Department to address emerging
foreign policy challenges, by focusing on three
main pillars: critical missions, workforce, and
risk and innovation.

* The Critical Missions line of effort is focused
on ensuring that the Department’s structure
and capabilities are fit for purpose to
meet the challenges of diplomacy in the
21st Century, particularly in the areas of
cyberspace and emerging technologies;
climate, environment, and energy; global
health diplomacy; strategic competition with
the People’s Republic of China; economic
statecraft; and multilateral diplomacy.

all hiring types, to include but not limited

to: training in the critical mission areas;

Civil Service mobility; Foreign Service
promotion and reward systems; professional
development opportunities; and establishing
a diplomatic reserve corp.

The Risk and Innovation line of effort will
move our operational posture towards a
culture of thoughtful risk management that
enables agility and innovation in setting

up platforms, systems, and processes

to equip and enable our workforce to
succeed, specifically but not limited to: Al
pilots, employee engagement, knowledge
management, and an embassy of the
future platform.

=  The Workforce line of effort will enable the Table 2 illustrates the three pillars alignment
Department to become a model workplace to the 2022-2026 JSP.

that attracts and retains top talent, across

Table 2. Alignment of the Secretary’s Modernization Agenda and the State-USAID Joint Strategic Plan

2022 - 2026 JSP Strategic Goals

Modernization Agenda Pillars

Critical Risk and

Missions Workforce Innovation
SG1: Renew U.S. leadership and mobilize coalitions to address the
global challenges that have the greatest impact on Americans’ v/ v/
security and well-being.
SG2: Promote global prosperity and shape an international 4
environment in which the United States can thrive.
SG3: Strengthen democratic institutions, uphold universal values, 4
and promote human dignity.
SG4: Revitalize the diplomatic and development workforce 4 J v/
and institutions.
SG5: Serve U.S. Citizens around the world and facilitate secure v/

international travel.
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PERFORMANCE SUMMARY AND HIGHLIGHTS

Performance Summary and Highlights

Performance Reporting

The Department of State reports annual
progress and results toward achieving

the strategic objectives and performance

goals articulated in the JSP via the Annual
Performance Plan/Annual Performance Report
(APP/APR). The Department continually reviews
performance progress against the JSP’s strategic
objectives in a variety of complementary
settings, including Data Quality Assessments,
Resource Strategy Reviews, the annual

strategic review with OMB, and Agency Priority
Goals. The Department leverages data and
evidence from these reviews to continually
improve planning, performance, evaluation,
and budgeting processes. These cumulative

Indicator Status Legend:

reviews foster a culture of continuous learning
and improvement.

The Department defines “major programs,”

as required in OMB Circular A-136, Financial
Reporting Requirements, revised, as the Strategic
Goals of the JSP (Figure 6). Financial information,
such as the net costs of the Department’s
operations for the period by strategic goal, can be
found in the Consolidated Statements of Net Cost
and Note 15 in the Financial Section of this report.

The Department of State uses the following
methodology to determine whether a result
met, exceeded, or did not meet the target:

Met Result is between 90%-100% of target (formula: result/target X 100)
Exceeded Result is over 100% of target

Not Met Result is below 90% of target

N/A Data is not available at time of reporting

This performance summary and analysis by
strategic goal reflects 2022 and 2023 results,
and 2024 targets. Department of State and

Major Programs

USAID 2024 performance results will be
published in January 2025 on State.gov’s Plans
Performance Budget page, with the 2024 APR.

Strategic Goal 1: Renew U.S. leadership and
mobilize coalitions to address the global
challenges that have the greatest impact on
Americans’ security and well-being.

U.S. foreign policy delivers security for the
American people, creates economic opportunities,
and addresses global challenges that affect
Americans’ lives directly. From the climate crisis to
unprecedented, forced migration and protracted
humanitarian crises, some of the biggest
challenges Americans face require collective

U.S. DEPARTMENT OF STATE (]

global action, led by the United States working in
concert with our partners and allies, and through
international and multilateral institutions the
United States helped build, shape, and lead.

The 2022 and 2023 performance results for
Strategic Goal 1 are summarized in Figure 7. In
2023, the Department met or exceeded targets on
22 (61 percent) performance indicators and did
not meet the target on 5 (14 percent) indicators.
Data is not available for a retired indicator due to
the conclusion of the COVID-19 pandemic.
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Figure 7. Strategic Goal 1 — 2022 and 2023 Results

N/A
O Not Met

3 Metor
Exceeded

2022 2023

In 2023, the State Department and USAID
collaborated to advance global health security
and support health systems, marked by the
launch of the Bureau of Global Health Security
and Diplomacy (GHSD). GHSD led diplomatic
efforts, expanding Global Health Security
Intensive Support Partners from 25 to 48
countries, coordinated COVID-19 vaccine

MANAGEMENT’S DISCUSSION AND ANALYSIS 19 of 196

donations to 117 countries, and addressed
multiple outbreaks in Africa. Additionally, State
made strides in climate policy, humanitarian
assistance, military aid, conflict prevention, and
cybersecurity, including significant contributions
to the 27th annual United Nations Climate
Change Conference, providing $9.8 billion in
humanitarian aid and leading international cyber
resilience efforts. The Department also focused
on enhancing public engagement and countering
disinformation through strategic communication
and interagency collaboration.

These key performance indicators in Strategic
Goal 1 show progress on the number of U.S.
engagements and bilateral and multilateral
partnerships established to promote a stable
cyberspace. The 2023 results reflect the
Department’s significant progress in developing
meaningful relationships with, and maturing
foreign partners’ capacity to collaborate on, a
shared framework for cyberspace and digital
policy priorities.

Table 3. SG1: Renew U.S. leadership and mobilize coalitions to address the global challenges that have the greatest

impact on Americans’ security and well-being.

Key Performance Indicator

Number of countries, economies, and/or
regional organizations with which the
Department of State has new or sustained
engagement on cyber issues which show
demonstrable progress.

166

Number of enhanced diplomatic
engagements facilitated by the Department
of State on cyber issues.

279

Strategic Goal 2: Promote global
prosperity and shape an international
environment in which the United States
can thrive.

A strong U.S. middle class, resilient and equitable
democracy, domestic competitiveness, and
national security are mutually reinforcing.

At the same time, the COVID-19 pandemic

2024 AGENCY FINANCIAL REPORT =

2022 Result

2023 Target 2023 Result 2024 Target

175 168 150

290 506 300

and its disruptions to economic systems,
communities, and livelihoods across the globe
have illustrated more clearly than ever that our
domestic prosperity is intertwined with the
success and stability of our partners abroad.
Trends in inequality and stresses on middle-class
livelihoods have emerged as defining challenges
for democratic governments around the world.
Together with our partners, the Department

U.S. DEPARTMENT OF STATE
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and USAID will promote inclusive, sustainable
growth and build economic, environmental,
and technology systems and infrastructure that
are resilient to present and future shocks and
challenges, delivering for all our citizens while
improving lives overseas.

The 2022 and 2023 performance results for
Strategic Goal 2 are summarized in Figure 8.

In 2023, the Department met or exceeded
targets on eight (73 percent) performance
indicators and did not meet the target on three
(27 percent) indicators.

In 2023, the Department of State and
USAID advanced policies to build modern

Figure 8. Strategic Goal 2 — 2022 and 2023 Results

O Not Met

Met or
Exceeded

2022 2023

PERFORMANCE SUMMARY AND HIGHLIGHTS

infrastructure, promote transparency, secure
seaports, and ensure global competitiveness

for American firms. They launched 15 new
initiatives via the Fiscal Transparency Innovation
Fund to enhance global macroeconomic
stability and strengthened fiscal transparency
requirements. Efforts included improving port
operations, resisting coercive financing, and
reviving Arctic Council projects. The Department
promoted sustainable urban development,
space diplomacy, and plastic pollution solutions.
The Department also launched the Office of

the Special Envoy for Critical and Emerging
Technology, advanced Al initiatives, and
strengthened cyber and digital policy.

These key performance indicators in Strategic
Goal 2 represent the Department’s efforts in
economic statecraft and multilateral diplomacy
on the environment. The Fiscal Transparency
Innovation Fund supported U.S. exports and
economic policy priorities, with the World Trade
Organization Committee on Technical Barriers
to Trade reporting increased engagement

from developing and least-developed country
members. The results exceeded projections
due to the resumption of more programs
post-COVID and a revival in Arctic Council
projects during Norway’s chairmanship, leading
to a slight increase in future projections.

Table 4. SG2: Promote global prosperity and shape an international environment in which the United States

can thrive.

Key Performance Indicator

Number of notifications of new or changed
Technical Barrier to Trade measures
submitted to the World Trade Organization
by Developing and Emerging Economies.

1,482

Number of laws, policies, or regulations that
address environmental quality, biodiversity
conservation, and/or other environmental
themes that are implemented as a result of
U.S. engagement and assistance.

271

U.S. DEPARTMENT OF STATE (]

2022 Result

2023 Target 2023 Result 2024 Target

1,516 1,549 1,580

275 331 355
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Strategic Goal 3: Strengthen democratic
institutions, uphold universal values,
and promote human dignity.

The Department and USAID have elevated the
revitalization of democracy in the 21st Century as
a top national security priority, committed to
promoting and protecting democracy while
helping democracies deliver for their citizens,
elevate human rights, combat corruption, and
humanely manage migration.

The 2022 and 2023 performance results for
Strategic Goal 3 are summarized in Figure 9. In
2023, the Department met or exceeded targets
on 16 (44 percent) performance indicators and
did not meet targets on 13 (36 percent)
indicators. Data is not available for retired
indicators due to changes in methodology.

The Summit for Democracy in 2023 fostered
bilateral and multilateral engagement

Figure 9. Strategic Goal 3 — 2022 and 2023 Results
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and accountability among participating
governments. Key achievements included
Ecuador’s National Anti-Corruption Strategy,
financial support for media sustainability by
France, Slovakia, and New Zealand, Angola’s
steps toward an independent judiciary, and
Kosovo's establishment of a Presidential Council
on Democracy and Human Rights. The United
States, through the Community of Democracies,
supported resilient democracies, addressed
anti-democratic actions, and elevated youth
participation. Under the Presidential Initiative
for Democratic Renewal, the United States
supported independent media, launched the
Global Network for Securing Electoral Integrity,
and advanced gender equality and inclusion.
The Department promoted human rights,
countered corruption, and enhanced refugee
resettlement, while also addressing root causes
of migration and improving education and
health outcomes globally.

This key performance indicator in Strategic

Goal 3 tracks progress on the Department’s
refugee resettlement activities. In 2023, the
Department prioritized modernizing the U.S.
Refugee Admission Program to welcome

more refugees, making significant progress in
processing backlog cases and reducing processing
times. While the Department did not reach the
125,000-refugee admissions target, it more than
doubled admissions in the past year, marking
the highest annual arrivals number since 2016.
The Department is focused on rebuilding a
sustainable program to admit 125,000 refugees
in 2024, aiming for 10,500 arrivals per month.

Table 5. SG3: Strengthen democratic institutions, uphold universal values, and promote human dignity.

Key Performance Indicator 2022 Result 2023 Target 2023 Result 2024 Target
Percent of refugees admitted to the United
States against the regional allocations 20% 100% 48% 100%

established by the Presidential
Determination.
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Strategic Goal 4: Revitalize the
diplomatic and development workforce
and institutions.

The Department and USAID’s diplomatic and
development workforce and institutions play a
vital role in promoting security and prosperity
and contributing to an equitable, effective, and
accountable government that delivers results
for all Americans. The Department and USAID
will continue to build, develop, and empower

a cutting-edge global workforce that has the
tools, training, technology, and infrastructure to
succeed in a world that is increasingly crowded,
competitive, and complex.

The 2022 and 2023 performance results for
Strategic Goal 4 are summarized in Figure 10.
In 2023, the Department met or exceeded
targets for 20 (57 percent) performance

Figure 10. Strategic Goal 4 — 2022 and 2023 Results
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indicators and did not meet targets for 10
(28 percent) indicators.

In 2023, the Department institutionalized its
first-ever Learning Policy to foster a culture

of learning, including dedicated learning

hours and a core curriculum for mid-career
personnel. It secured direct-hire authority

for key positions and addressed LE staff
compensation concerns. The Department
advanced data-informed diplomacy by
onboarding data scientists and integrating data
literacy training. Additionally, it improved its
security posture through the deployment of Okta
and SailPoint, enhancing user experience and
meeting Federal authentication requirements.
The DS and Bureau of Overseas Buildings
Operations also made significant security and
infrastructure enhancements.

This key performance indicator in Strategic
Goal 4 measures employees’ perceptions
regarding their work experiences at the
Department. The Department has met the
2023 target with a Federal Employee Viewpoint
Survey-derived career satisfaction index score
of 52, and remains committed to attracting,
retaining, and supporting a talented workforce.
The Department will build upon progress made
in 2023 by fostering a mission-first, agile,
inclusive workplace, institutionalizing a culture
of accountability, and equipping employees
with critical skills.

Table 6. SG4: Revitalize the diplomatic and development workforce and institutions.

Key Performance Indicator

Federal Employee Viewpoint Survey-derived

Career Satisfaction Index Score >0

U.S. DEPARTMENT OF STATE (]

2022 Result

2023 Target 2023 Result 2024 Target

53 50 52
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Strategic Goal 5: Serve U.S. Citizens
around the world and facilitate secure
international travel.

The State Department’s highest priority is

to protect the lives and serve the interests

of U.S. citizens overseas. The Department of
State supports U.S. citizens in many ways,
including by facilitating international travel,
providing passport and visa services, enabling
international adoptions and family reunification
through immigration, documenting American
citizens’ citizenship overseas and providing
special citizen services when needed.

The 2022 and 2023 performance results for
Strategic Goal 5 are summarized in Figure 11.
In 2023, the Department exceeded the target
of 90 percent for one performance indicator

Figure 11. Strategic Goal 5 — 2022 and 2023 Results

O Not Met

2 Metor
Exceeded

2022 2023

MANAGEMENT’S DISCUSSION AND ANALYSIS 23 of 196

that measures the roll-out of Pay.gov’s DS-82,
a function that allows payment via internet, for
adult renewal passport applications overseas.
The Department did not meet the target of

99 percent on one indicator that measures
passport application processing times.

In 2023, the Bureau of Consular Affairs (CA)
expanded the availability of an online payment
option for U.S. citizen adult passport renewal
applicants from 67 to 163 countries, streamlining
the process and allowing consular managers
to allocate resources more efficiently. Despite
delays in processing passport applications

due to staff relocating to support work on the
Department’s task forces, CA also revised and
updated the Travel.State.Gov website and
advanced international information-sharing
efforts that enhanced connectivity to criminal
and terrorist databases.

These key performance indicators in Strategic
Goal 5 represent the Department’s efforts
serving U.S. citizens around the world. In 2023,
CA received an unprecedented amount of
passport applications, surpassing adjudicative
capacity. With aggressive recruitment and
efforts to boost passport application processing,
the Department processed a record 21.6 million
applications by the end of December 2023.
Additionally, the Department’s overseas
Pay.gov program was fully implemented ahead
of schedule and exceeded the 2023 target

due to data automation, expertise sharing,

and the program’s timely strategic redesign.

Table 7. SG5: Serve U.S. Citizens around the world and facilitate secure international travel.

Key Performance Indicator

Percent of passports processed under
11 weeks for routine and 6 weeks for
expedited service.

Percent of overseas missions that

0,
participate in Pay.gov DS-82 program. 87%
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2022 Result

Routine: 95.37%
Expedited: 99.08%

2023 Target 2023 Result 2024 Target
Routine: 99%

Expedited: 99%

Routine: 89.78%
Expedited: 86.55%

Routine: 99%
Expedited: 99%

90% 100% 100%
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Agency Priority Goals

Agency Priority Goals (APG) are a performance
accountability component of the GPRA
Modernization Act of 2010. They serve to focus
leadership priorities, set outcomes, and measure
results, especially where agencies need to

drive significant progress and change. APGs are
intended to demonstrate progress on near-term
outcomes or achievements the agency seeks to
accomplish within 24 months. State’s 2024-2025
APGs are:

*  HIV/AIDS (Joint State-USAID): By
September 30, 2025, the U.S. President’s
Emergency Plan for AIDS Relief (PEPFAR), will
(1) ensure that the nine PEPFAR-supported
countries that have already achieved 86
percent of population viral load suppression
sustain that progress, and (2) support nine
additional countries to achieve 86 percent of
population viral load suppression, to reach
the 2025 Joint United Nations Programme on
HIV/AIDS 95-95-95 targets.

= Climate Change (Joint State-USAID): By
September 30, 2025, the U.S. Government is
actively implementing a climate engagement
strategy in 60 countries, contributing to
the achievement of 30 outcomes that
reflect significant new progress toward
keeping a 1.5°C future within reach and/or
strengthened resilience to climate impacts
in line with President’s Emergency Plan
for Adaptation and Resilience, providing
diplomatic support to 20 countries
developing and submitting updated and
more ambitious Nationally Determined
Contributions in accordance with the Paris
Agreement, and providing diplomatic support
to 20 countries enhancing their institutional
frameworks and capacity to deliver timely,
high-quality National Inventory Reports and
Biennial Transparency Reports.

= Diversity, Equity, Inclusion, and Accessibility
(State): By September 30, 2025, the Diversity,
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Equity, Inclusion, and Accessibility (DEIA)
Data Working Group will: conduct at least
four additional data or barrier analyses at
the enterprise-wide level; identify and train
bureau-level DEIA data points of contact to
champion data-informed decision making
at the bureau-level; and develop policies
and procedures that facilitate the ability of
bureaus to mitigate or eliminate barriers to
equal opportunity using data.

= Equity Across Foreign Affairs Work (State):
By September 30, 2025, the Department
further institutionalizes equity in its
foreign policies, programs, and processes
by amplifying equity leadership and
strengthening equity-specific capacity and
implementation in diplomatic engagement,
foreign policies, foreign assistance reporting,
budgeting, and related processes.

= Data Informed Diplomacy (State): By
September 30, 2025, in alignment with
its Enterprise Data and Al strategies, the
Department will double in-person training
hours and the number of domestic data
experts; increase data capacity at Post by
training Chiefs of Missions and Deputy Chiefs
of Mission; stand up a dozen Post Data
Programs; double adoption of enterprise
analytics infrastructure; increase workload
efficiencies through use of Al and Al pilots;
publish the Department’s first Al strategy,
and modernize data governance.

= Cybersecurity (State): By September 30,
2025, the Department will achieve at
least 90 percent compliance for Federal
Information Security Modernization
Act (FISMA) systems requiring annual
penetration testing; 90 percent compliance
for annual FISMA system contingency plan
testing; and ensure at least 90 percent of
all Department FISMA systems maintain a
current Authorization to Operate.

The latest reporting on 2024-2025 APGs can be
found on the Performance.qov website.
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Program and Project Design, Monitoring,
and Evaluation Policy

The Department is committed to using data and
evidence to ensure we are using best practices

in program and project design, monitoring,
evaluation, and data analysis to achieve the most
effective U.S. foreign policy outcomes for, and
greater accountability to, the American people.

In response to requirements contained in the
Foreign Aid Transparency and Accountability
Act, the Foundations for Evidence-Based
Policymaking Act, and the Program Management
Improvement and Accountability Act, the
Department updated its evaluation policy to
encompass the full spectrum of performance
management and evaluation activities including
program design, monitoring, evaluation,
analysis, and learning. The Department
established guidance for implementing the
updated policy, and bureaus continue to make
progress on reviewing the program and project
design documents for their major lines of

effort. Bureaus responded to this updated and
expanded policy by putting in place performance
management documents and practices, including
the use of logic models, theories of change,
performance metrics, monitoring structures, and
other foundational components. This work will
contribute to bureaus’ ability to track and report
on progress toward bureau goals.

Maximizing America’s Investment
Through Analysis and Evidence

Evidence and Evaluation

The Department’s Program and Project Design,
Monitoring and Evaluation Policy establishes
performance management practices and
requirements to ensure Department-funded
programs and activities achieve their intended
objectives. Guided by the policy, the Department
supports the analysis and use of evidence in
policymaking by training staff, creating groups
for knowledge sharing, establishing and
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monitoring evaluation requirements, and
maintaining a central database to manage and
share evaluations. The Department continues
efforts to strengthen the use of data and
evidence to drive better decision making,
achieve greater impacts, and more effectively
and efficiently achieve U.S. foreign

policy objectives.

One of the efforts includes an annual internal
review of the Department’s strategies and
resources. The Department introduced a
senior-level strategy and resource review
process in 2019 to inform development of the
annual budget request and assess overall
strategic progress and direction. Resource
strategy reviews use data and evidence to
highlight the relationship between strategic
priorities, performance, and resource
allocations. The Department continues to refine
the process to enable senior leadership to better
assess progress on our core strategies and how
the allocation of resources advances the
Administration’s foreign policy and

assistance priorities.

Building a Learning and Data-Centric
Culture: Evidence Act Implementation

With passage of the Foundations for
Evidence-Based Policymaking Act

(Evidence Act; Public Law No. 115- 435) in
2018, the Department engaged with leadership,
performance, and evaluation professionals
across the Department and external stakeholders
to implement this groundbreaking legislation

to advance evidence-building in the Federal
Government by improving access to data and
expanding research and evaluation capacity. As
required of CFO Act agencies, and in support

of Title | of the Evidence Act, the Department’s
2022-2026 Learning Agenda contains a set of
policy-relevant questions critical to achieving
the agency’s foreign policy objectives. In 2023,
the Department created the State Evidence and
Learning Partnership to structure collaborative
research via private/public partnerships,
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addressing these important questions outlined in
the Department’s Learning Agenda. In 2024, the
partnerships continue to expand and deepen.

Also, in support of Title |, the Department
published the Capacity Assessment in 2022 that
analyzed the Department’s capacity to generate
and apply evidence through performance
monitoring, evaluation, and research and
analysis. The Department’s Annual Evaluation
Plan highlights significant evaluations that the
Department plans to implement in the coming
fiscal year. Together with the Learning Agenda,
these three documents catalogue plans for
research relevant to the Department’s mission
and assess the Department’s ability to carry
out evidence-building activities. All documents
are available on the Evaluation.gov website.
Both the Department’s Learning Agenda and
the Capacity Assessment are annexes to the
Joint Strategic Plan (JSP) shared by State and
USAID. As the 2022-2026 JSP will be replaced
by the 2026-2030 JSP, the Department will
develop a new Learning Agenda and Capacity
Assessment to be published alongside the

new JSP in early 2026. The Department’s
Performance Improvement Officer, Director of
Foreign Assistance, Chief Data Officer, Statistical
Official, and co-Evaluation Officers collaborate on
Evidence Act implementation activities through
frequent consultations and progress reviews.

In addition to accomplishments aligned to Title |
of the Evidence Act, the Department has made
significant strides in executing against Titles I
and Il of the Evidence Act. As an active member
of the Interagency Council on Statistical Policy
and the Federal Chief Data Officer Council,

the Department has continued to improve its
data practices and quality in line with Federal
mandates, its interagency peers, and the

needs of its mission. As the Department builds

a culture of data-informed diplomacy, it has
created opportunities to make data assets more
accessible across the agency, increased data
literacy at all levels within the existing workforce
and recruited high-end data talent through

U.S. DEPARTMENT OF STATE (]
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multiple hiring mechanisms. In addition to a suite
of data science and data literacy training courses
offered by the Foreign Service Institute (FSI), the
Department incorporated data literacy training
into three Foreign Service Officer tradecraft
courses and the Ambassador and Deputy Chief of
Mission training courses.

The Department’s Office of Management Strategy
and Solutions (M/SS) piloted an online, self-study
data science learning platform to increase data
literacy for its bureau employees and other data
leaders within the Department, creating a custom
baseline data literacy track. Coursework included
topics such as introduction to data literacy, data-
driven decision making for business, and data
visualization. Over half of participants completed
coursework, logging over 90,000 training hours.
Additionally, the Department hosted a variety of
data training events and bureau collaborations
(such as office hours, tech talks, lunch and

learns, and data days), ultimately reaching over
15,000 employees.

The Center for Analytics (CfA) partnered with
the Bureau for Global Talent Management (GTM)
to grow a data-centric workforce. Through this
collaboration, the Department onboarded its
first cohort of four Bureau Chief Data Officers
(BCDOs) in 2023 to elevate data management
and analytics in bureaus where leveraging data
is needed to meet the mission. The Department
onboarded a second cohort of 10 BCDOs in
2024. The BCDO program aims to promote and
expand the data work already underway in
bureaus across the Department and to achieve
substantial progress toward the future state

of data-informed diplomacy envisioned by

the Enterprise Data Strategy. Additionally, CfA
and the Enterprise Data Council sponsored

the second annual Data for Diplomacy awards,
receiving 90 nominations from around the world
and awarding five winners who demonstrated
significant creativity and success in making data
and data analytics accessible, interoperable, and
actionable for their bureau, office, post, or across
the enterprise.
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100 Year Anniversary of the Rogers Act

Director General of the Foreign Service and Director of Global Talent Marcia S. Bernicat raises a glass to toast the next 100 years during the
Centennial Gala, May 21, 2024. Department of State

On May 24, 1924, the Rogers Act, which
established a professional U.S. Foreign Service,
was signed into law. The Rogers Act created
the Foreign Service as we know it today. The
100th anniversary of the Rogers Act marks a
pivotal moment in history that modernized
U.S. diplomacy by establishing a merit-based
personnel system fostering a service ethos,
expertise, and creativity in the conduct of
foreign affairs.

More than 200 members of the Foreign

Service from numerous agencies, retirees, and
esteemed guests came together to celebrate
the centennial of the Rogers Act, May 21, 2024,
at the American Foreign Service Association’s
Centennial Gala.

Secretary Blinken began the commemoration
by reminiscing on his early days in the
Department 30 years ago and expressed
gratitude to those in attendance. He noted how
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the Department’s Foreign Service had grown
from 633 Foreign Service members in 1924 to
almost 14,000 (in the Department alone) in
2024. “We've also transformed ourselves in the
process — where we work, what we work on,
how we work on it,” observed Secretary Blinken.
“But the core mission that’s animated the
service has endured — helping our policymakers
understand the world and helping the world
understand the United States a little better and
drawing on every possible tool to help make the
American people a little bit more secure, a little
bit more prosperous, a little bit healthier, and
with a little bit greater access to opportunity.”

“We are a family who are working to change
things for the better for the world,” said
Director General Marcia S. Bernicat in reference
to the multiple Foreign Service agencies
represented in the room. “Please join me in a
toast for the next 100 years. May we be agile,
modernized, and ever successful.”

U.S. DEPARTMENT OF STATE
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Financial Summary and Highlights

The financial summary and highlights provide an integrated overview of the 2024 financial statements of
the Department. An independent auditor, Kearney & Company, audited the Department’s Consolidated
Balance Sheets for the fiscal years ending September 30, 2024 and 2023, along with the Consolidated
Statements of Net Cost and Changes in Net Position, and the Combined Statements of Budgetary
Resources!. The Department received an unmodified (“clean”) audit opinion on its 2024 and 2023
financial statements. A clean opinion provides reasonable assurance that the financial statements were
fairly presented, in all material respects, in accordance with U.S. generally accepted accounting principles
(GAAP). A summary of key financial measures is provided in Table 8. The complete financial statements,
including the independent auditor’s reports, notes, and Required Supplementary Information, are
presented in Section ll: Financial Section.

Table 8. Summary of Key Financial Measures (dollars in billions)

Summary Consolidated Balance Sheets Data 2024 2023 Change % Change
Fund Balance with Treasury S 679 S 68.4 S (0.5) (1)%
Investments, Net 22.2 21.6 0.6 3%
General Property and Equipment, Net 33.7 30.1 3.6 12%
Cash, Advances, Receivables, and Other Assets 3.4 2.3 1.1 48%
Total Assets $127.2 $122.4 S 4.8 4%
Accounts Payable S 25 S 27 S (0.2) (7)%
Federal Employee Salary, Leave, and Benefits Payable &

Pension and Post-Employment Benefits Payable 37.4 36.1 1.3 4%
International Organizations Liability 3.6 3.5 0.1 3%
Lease Liability 2.9 — 2.9 —
Other Liabilities 1.7 1.3 0.4 31%
Total Liabilities S 48.1 S 43.6 S 45 10%
Unexpended Appropriations S 483 S 49.7 S (1.4) (3)%
Cumulative Results of Operations 30.8 29.1 1.7 6%
Total Net Position S 79.1 S 78.8 S 03 —
Total Liabilities and Net Position $127.2 $122.4 S 4.8 4%

Summary Consolidated Statements of Net Cost Data

Total Gross Costs S 47.8 S 455 S 23 5%
Total Earned Revenue 10.3 10.0 0.3 3%
Total Net Cost of Operations S 375 S 35.5 S 2.0 6%

Summary Combined Statements of Budgetary Resources Data

Unobligated Balance from Prior Year Budget Authority, Net S 346 S 34.1 S 05 1%
Appropriations 43.8 42.2 1.6 4%
Spending Authority from Offsetting Collections 8.8 8.2 0.6 7%
Total Budgetary Resources S 87.2 S 84.5 S 2.7 3%

! Hereafter, in this section, the principal financial statements are referred to as: Balance Sheets, Statements of Net Cost, Statements of
Changes in Net Position, and Combined Statements of Budgetary Resources.
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The Department prepared its financial statements
pursuant to the Chief Financial Officers (CFO)

Act of 1990, and the Government Management
Reform Act of 1994, and are presented in
accordance with OMB Circular A-136, Financial
Reporting Requirements, revised. The Department
prepared its statements from its books and
records in conformity with GAAP which, for
Federal entities, are the standards set by

the Federal Accounting Standards Advisory

Board (FASAB).

To help readers understand the Department’s
principal financial statements, this section is
organized as follows:

= Balance Sheets: Overview of Financial
Position,

= Statements of Net Cost: Yearly Results
of Operations,

= Statements of Changes in Net Position:
Cumulative Overview,

= Combined Statements of Budgetary
Resources, and

= Limitations of the Financial Statements.

Balance Sheets:
Overview of Financial Position

The Balance Sheets provide a snapshot of the
Department’s financial position. They display
the amounts of current and future economic
benefits owned or managed by the reporting
entity (Assets), amounts owed (Liabilities),
and amounts comprising the difference

(Net Position) at the end of the fiscal year.

Assets. As of September 30, 2024, the
Department’s total assets were $127.2 billion,
an increase of $4.8 billion (4 percent) over the
2023 total. The change was primarily due to
the $3.6 billion (12 percent) increase in General
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Property and Equipment, Net. This change can
be primarily attributed to the capitalization of
$2.9 billion in Right-to-Use Assets pursuant to
the implementation of SFFAS No. 54, Leases.

Figure 12. Assets by Type 2024 (dollars in billions)
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Figure 12 summarizes the total assets as

of September 30, 2024. At $67.9 billion

(54 percent), the Fund Balance with Treasury
(FBWT) represented the Department’s
largest single asset. It consisted of Treasury
funding from which the Department is
authorized to make expenditures and pay
liabilities. The next largest asset, General
Property and Equipment, Net, had a balance
of $33.7 billion at year-end. In addition to
the capitalization of Right-to-Use assets, new
buildings, structures, and improvements
accounted for this increase, with the top 10
new embassy compound and capital security
projects accounting for $771 million of the
change, as detailed in Table 9. The next largest
category, Investments, Net, had a balance of
$22.2 billion. The investments are composed
of several accounts, principally special issue
securities used exclusively by the Foreign
Service Retirement and Disability Fund (FSRDF),
plus Funds from Dedicated Collections. These
three asset classes combine to account for
97 percent of the Department’s total assets.
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Table 9. Real Property Projects — 2024
Capitalized Activity (dollars in millions)

Project Name Geographical Region Amount
Riyadh, Saudi Arabia  Near East S116
Beirut, Lebanon Near East 99
Bangkok, Thailand East Asia and the Pacific 80
Capital Security

Construction in

Doha, Qatar Near East 79
Lilongwe, Malawi Sub-Saharan Africa 77
Juba, South Sudan Sub-Saharan Africa 76
New Delhi, India South and Central Asia 69
Erbil, Iraq Near East 64
Lagos, Nigeria Sub-Saharan Africa 58
Mexico City, Mexico Western Hemisphere 53
TOTAL $771

The six-year trend in the Department’s total
assets is presented in Figure 13. Since 2019, the
total assets have increased by $18.2 billion, or
17 percent. This increase was principally the
result of a $8.1 billion (32 percent) increase in
General Property and Equipment, Net and a
$6.8 billion (11 percent) increase in FBWT.

Figure 13. Trend in Total Assets (2019-2024)
(dollars in billions)
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The Department maintains an important
collection of heritage assets. Many, including
art, historic American furnishings, rare books
and cultural objects, are not reflected as assets
on the Department’s Balance Sheets®. Federal
accounting standards attempt to match costs to
accomplishments in operating performance and
have deemed that the allocation of historical

2 Federal entities are required to disclose major heritage asset
categories and physical unit information at the end of the
fiscal year — including their condition, number of units added
or withdrawn during the year and methods of acquisition or
withdrawal. For further detail, see the Notes to the Principal
Financial Statements (Note 6).
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cost through depreciation of a national treasure

or other priceless item intended to be preserved
forever as part of our American heritage would

not contribute to performance cost measurement.
Thus, the acquisition cost of heritage assets is
expensed, not capitalized. The maintenance costs
of these heritage assets are expensed as incurred,
since it is part of the Government’s role to maintain
them in good condition. All embassies and other
properties on the Secretary of State’s Register of
Culturally Significant Property, however, do appear
as assets on the Balance Sheets, since they are used
in the day-to-day operations of the Department.

Liabilities. The Department’s total liabilities were
$48.1 billion as of September 30, 2024, an increase
of $4.5 billion (10 percent) between 2023 and
2024. The SFFAS No. 54 implementation resulted
in the inclusion of a $2.9 billion Lease Liability in
2024. This liability, combined with the $1.4 billion
(4 percent) increase from 2023 in the Federal
Employee Salary, Leave, and Benefits Payable

and the Pension and Post-Employment Benefits
Payable, accounts for most of the increase in total
liabilities. This increase from the prior year related
to higher actuarial liabilities for the pension and
retirement plans administered by the Department,
which reviews and adjusts this liability annually.

Figure 14 summarizes the total liabilities as

of September 30, 2024. The Department’s
largest component of total liabilities was
Federal Employee Salary, Leave, and Benefits
Payable and the Pension and Post-Employment
Benefits Payable ($37.4 billion, or 78 percent

Figure 14. Liabilities by Type 2024 (dollars in billions)
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of the total). This was followed by the liabilities
for international organizations ($3.6 billion,
7 percent), and for leases ($2.9 billion, 6 percent).

The six-year trend in the Department’s total
liabilities is presented in Figure 15. Since 2019,
the Department’s total liabilities have increased
by $15.7 billion, or 48 percent. This change

was primarily driven by the increase of $13.3
billion in the Federal Employee Salary, Leave,

and Benefits Payable and the Pension and Post-
Employment Benefits Payable. The Pension and
Post-Employment Benefits Payable is reviewed by
the Department’s actuary and adjusted annually
for changes in estimated pension expenses. The
increase to the pension liability over this period
reflects changes in the actuarial and economic
assumptions such as current pay, employee work
location (domestic or overseas), cost of living
factors, Federal pay raises, assumed rate of return,
and others. Since the economic and demographic
experience may change, it is essential to conduct

Figure 15. Trend in Total Liabilities (2019-2024)
(dollars in billions)
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periodic reviews and adjust the assumptions in
the valuations, as appropriate. The Department’s
actuary completes an Actuarial Experience Study
approximately every five years to ensure the
assumptions reflect the most recent experience
and future expectations.

Ending Net Position. The Department’s Net
Position, comprised of Unexpended Appropriations
and the Cumulative Results of Operations,
increased $0.3 billion (0 percent) between 2023
and 2024. Since the prior fiscal year, Unexpended
Appropriations decreased by $1.4 billion, and the
Cumulative Results of Operations increased by
$1.7 billion. For more detail, see Statements of
Changes in Net Position: Cumulative Overview.

Statements of Net Cost: Yearly
Results of Operations

The Statements of Net Cost present the
Department’s net cost of operations by strategic
goal (SG). Net cost is the total program costs
incurred less any earned revenues attributed to
and permitted to be offset against those costs.
The presentation of program results is based

on the Department’s major goals established
pursuant to the Government Performance and
Results Act (GPRA) of 1993, as updated by the
GPRA Modernization Act of 2010. The total net
cost of operations in 2024 totaled $37.5 billion,
an increase of $2.0 billion (6 percent) from 2023.

Figure 16. Net Cost of Operations by Strategic Goal 2024 (dollars in billions)
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W SG2: Promote global prosperity and shape an
international environment in which the United
States can thrive.

SG3: Strengthen democratic institutions, uphold universal
values, and promote human dignity.

SG4: Revitalize the diplomatic and development
workforce and institutions.

W SG5: Serve U.S. Citizens around the world and facilitate
secure international travel.

W Other: Actuarial Gain on Pension Assumption Changes
and Cost Not Assigned to Programs

3 See the Department’s Congressional Budget Justification, A

Figure 16 long description.
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Figure 16 illustrates the results of operations

by strategic goal. As discussed in Performance
Summary and Highlights, the Department and
USAID released the 2022-2026 JSP in March

2022 and established five new strategic goals. As
shown, net costs associated with two strategic
goals (Strategic Goal 1: Renew U.S. leadership

and mobilize coalitions to address the global
challenges that have the greatest impact on
Americans’ security and well-being and Strategic
Goal 4: Revitalize the diplomatic and development
workforce and institutions) represented the largest
share of the Department’s net costs in 2024 —a
combined $32.3 billion (86 percent).

The largest increase in net costs aligned with
Strategic Goal 1, increasing from $21.5 billion

in 2023 to $24.0 billion in 2024 (a $2.5 billion,

12 percent increase). This change resulted
principally from an increase in emergency
supplemental funds and greater U.S. Emergency
Refugee and Migration Assistance program costs.
This program enables the President to address
unexpected urgent refugee and migration needs
worldwide. Other increases related to USAID
child-reported amounts under the allocation
transfer account for global health programs. These
included costs for the prevention, treatment,
control of, and research on HIV/AIDS, tuberculosis,
polio, malaria, and other infectious diseases.

The largest decrease in net costs from the prior
year aligned with Strategic Goal 4, declining

from $9.1 billion in 2023 to $8.3 billion in 2024

(9 percent). Most of the $S0.8 billion decrease was
due to lower FSRDF costs, chiefly due to changes
in long-term actuarial assumptions, including

Figure 17. Trend in Net Cost of Operations (2019-2024)
(dollars in billions)
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those related to inflation, cost of living, and
interest rates.

The six-year trend in the Department’s net cost
of operations is presented in Figure 17. There
was an increase from 2019 to 2024 of $7.8 billion
(26 percent). Increases over this period generally
reflect costs associated with new program areas
related to countering national security threats,
sustaining stable states, and modernizing
diplomacy by investing in America’s diplomatic
corps and building capacity and expertise in
critical mission areas, as well as the higher cost
of day-to-day operations associated with global
inflation and an expanded global presence.

Earned Revenues

Earned revenues occur when the Department
provides goods or services to another Federal
entity or the public. The Department reports
earned revenues regardless of whether it

is permitted to retain the revenue or remit

it to Treasury. Revenue from other Federal
agencies must be established and billed based

on actual costs, without profit. Revenue from

the public, in the form of fees for service (e.g.,
visa issuance), is also without profit. Consular
fees are established on a cost-recovery basis and
determined by periodic cost studies. Certain fees,
such as the machine-readable Border Crossing
Cards, are determined statutorily. Revenue from
reimbursable agreements is received to perform
services overseas for other Federal agencies. The
FSRDF receives revenue from employee/employer
contributions, a U.S. Government contribution, and
investment interest. Other revenues come from
ICASS billings and Working Capital Fund earnings.

Earned revenues totaled $10.3 billion in 2024

and are depicted in Figure 18. Overall, revenue
increased by $0.3 billion (3 percent), on a
comparative basis, from 2023. This increase was
primarily a result of an increase in consular fees
revenue due to an increase in travel and the easing
of COVID-19 pandemic-related travel restrictions.
The Department’s primary sources of revenue in
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Figure 18. Earned Revenues by Program Source 2024
(dollars in billions)
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2024 were from consular fees ($5.9 billion or 57
percent), reimbursable agreements $2.3 billion

or 22 percent), and ICASS earnings ($1.0 billion or
10 percent). These programs combined for $9.2
billion, or 89 percent, of the total earned revenue.

Statements of Changes in Net Position:
Cumulative Overview

The Statements of Changes in Net Position identify
all financing sources available to, or used by, the
Department to support its net cost of operations
and the net change in its financial position. The
financing sources include appropriations received,
imputed financing, and others. The sum of two
main components, Unexpended Appropriations
and Cumulative Results of Operations, equals

the Net Position at year-end. Each component

is displayed to facilitate a more detailed
understanding of the changes to the net position.
In addition, on these Statements, the net position
of funds from dedicated collections is presented
separately from all other funds.

The Department’s Net Position at the end of

2024, shown on both the Balance Sheets and

the Statements of Changes in Net Position, was
$79.1 billion, a $0.3 billion increase from the prior
fiscal year. This change resulted from a $1.4 billion
(3 percent) decrease in Unexpended Appropriations
combined with a $1.7 billion (6 percent) increase in
the Cumulative Results of Operations.
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Combined Statements of
Budgetary Resources

The Combined Statements of Budgetary
Resources detail how the Department obtained
its budgetary resources and the status of
these resources at the fiscal year-end. The
Department’s $87.2 billion in 2024 budgetary
resources consist primarily of appropriations
designated by Congress for the Department’s
mission ($43.8 billion, 50 percent), including
the operation of U.S. embassies, funding for
U.S. diplomatic activities, cultural exchanges,
international development, security,
humanitarian assistance, and participation

in multilateral organizations, among other
international activities. Additional budgetary
resources included spending authority

from offsetting collections ($8.8 billion,

10 percent) — primarily comprised of revenue
earned and collected from consular service
fees — and unobligated balances brought
forward from prior years’ appropriations
($34.6 billion, 40 percent). A comparison of
the two most recent years shows a $2.7 billion
(3 percent) increase in total resources since
2023. The change resulted from increases in
new appropriations ($1.6 billion), offsetting
collections ($0.6) and unobligated balance from
prior year budget authority (0.5 billion).

At the close of the fiscal year, the Department
had a $29.7 billion balance in unobligated
budgetary resources for future programmatic and
institutional objectives. Such unobligated funds
may be obligated until the funds’ periods of
availability expire.

Figure 19 highlights the budgetary resources
trend over the fiscal years 2019 through 2024.
Over this six-year period, total budgetary
resources showed a general upward trend and
increased by $12.3 billion (16 percent). Most of
this increase was due to a $8.0 billion increase

in the Department’s appropriations from the
2019 level, which can be chiefly attributed to
emergency security supplemental appropriations.
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Figure 19. Trend in Total Budgetary Resources (2019-2024)
(dollars in billions)
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The Department’s Budgetary Position

The Department’s budgetary resources are
drawn from two broad categories — Diplomatic
Engagement and Foreign Assistance. The
budgetary position descriptions in this section
provide an overview of the two categories

of funding.

On March 23, 2024, Congress enacted, and the
President signed into law the Department of
State, Foreign Operations, and Related Programs
Appropriations Act, 2024 (Division F, Public Law
No. 118-47), which appropriated $56.4 billion

in base funding to the Department of State and
USAID. On April 23, 2024, Congress enacted

the Supplemental Appropriations Act (Public
Law No. 118-50), which provided $26.6 billion

in supplemental funding for State and USAID.
The Department received about $10.0 billion

in non-appropriated revenues from fees and
internal collections; as well as $259.0 million

in mandatory appropriations, including

$100.0 million provided through the Creating
Helpful Incentives to Produce Semiconductors
(CHIPS) Act of 2022 (Public Law No. 117-167). In
addition, a net $31.3 billion remained available
from 2023 and prior years. Totals exclude foreign
assistance funding appropriated to USAID.
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Additional details of the Department’s
spending are captured for public
consumption on the USAspending website.
This searchable website is the official open
data source of Federal spending, including
information about Federal awards such

as contracts, grants, and loans. Federal
spending data is available to build a more
transparent government, and may be
viewed by entity, year, and other elements.

The Bureau of Budget and Planning manages
the Diplomatic Engagement portion of the
budget: $15.2 billion in new fiscal year
appropriated budget authority (net of
rescissions), $11.9 billion in other revenue,
and 16.9 billion in prior year funding that
remained available for obligation in 2024.

The 2024 Diplomatic Engagement budget and
supplementals funded the Administration’s
highest foreign policy priorities, including to:

Strengthen, invest, and build capacity in
our workforce through the Secretary’s
Modernization Agenda, while addressing
U.S. direct hire hiring gaps and to increase
wages for LE staff.

= Enhance and secure our overseas presence
to strengthen our alliances and partnerships,
and increase our diplomatic presence abroad,
particularly for the Indo-Pacific Strategy
by opening new posts in the Pacific and
Indian Oceans.

Respond to crises abroad, from Enduring
Welcome to the Israel-Hamas conflict to
Ukraine to migration, often requesting
supplementals and/or realigning

existing funding.

2024 AGENCY FINANCIAL REPORT


http://www.usaspending.gov

FINANCIAL SUMMARY AND HIGHLIGHTS [

= Deliver on our commitment to multilateral
institutions to address collective challenges
and meet our contributions to the UN,
UN specialized agencies, NATO, and other
international organizations.

The Office of Foreign Assistance manages the
Foreign Assistance portion of the 2024 budget
for the Department of State: $30.6 billion in
new fiscal year appropriated budget authority
(net of rescissions), $9.8 billion in prior year
funding that remained available for obligation
in 2024.

The 2024 Foreign Assistance budget and
supplementals funded the Administration’s
highest foreign policy priorities, including to:

= Support Ukraine by ensuring President
Putin’s aggression against Ukraine
remains a strategic failure, while ensuring
accountability for the Ukrainian government
and people and lay the reform and recovery
foundation for winning the peace.

= Address strategic competition with
the People’s Republic of China (PRC)
by implementing the Administration’s
“invest, align, compete” strategy towards
the PRC, including countering specific
problematic PRC behaviors globally,
investing in infrastructure projects
globally, and strengthening Indo-Pacific
economies and support our partners in
pushing back against predatory efforts.

= Deliver solutions for shared global
challenges by spearheading international
efforts to bolster economic, energy,
food, and health security, address
the climate crisis and other global
challenges, including irregular migration
and humanitarian disasters.

= Strengthen global democracy by shoring
up fellow democracies and building
resilience against authoritarians’
efforts to undermine them.
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Joint Efforts for Enduring Welcome

Since 2021, the U.S. Government has welcomed
over 160,000 Afghans to the United States,

and the Administration remains committed

to the Afghans who supported the U.S. effort
for two decades. In 2022, the Department
assumed leadership responsibilities for Enduring
Welcome, previously supported by the U.S.
Department of Defense (DoD). In 2024, Congress
established in law a new Enduring Welcome
Administrative Expenses Account to facilitate
implementation of activities to ensure our
continued commitment to our Afghan partners.
Congress did not appropriate new funding

for this account; as of September 30, 2024,

the Department has received $1.67 billion

in unobligated balances transferred-in from
2022 Operation Allies Welcome supplemental
appropriations and the U.S. DoD Operation
Allies Welcome-specific Overseas Humanitarian,
Disaster, and Civic Aid account.

Budgetary Position for
Diplomatic Engagement

New 2024 base funding enacted for Diplomatic
Engagement totaled $15.2 billion, including
$9.4 billion in Diplomatic Programs, including
Worldwide Security Protection; $389.0 million
in the Capital Investment Fund; $2.0 billion

for Embassy Security, Construction, and
Maintenance (ESCM); $1.5 billion in
Contributions to International Organizations;
and $1.4 billion in Contributions for International
Peacekeeping Activities. The 2023 Additional
Ukraine Supplemental Appropriations Act
(Public Law No. 117-328) provided an additional
$272.0 million for Diplomatic Engagement
accounts. Of this amount, $60.0 million is to
respond to the situation in Ukraine and in
countries impacted by the situation in Ukraine;
$150.0 million for responding to the situation

in Israel and areas impacted by the situation

in Israel; $50.0 million for Emergencies in

the Diplomatic and Consular Service; and

$12.0 million for the Office of Inspector General.
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These funds will remain available through

2025, except for $100.0 million in Diplomatic
Programs/Worldwide Security Protection
available until expended. The Diplomatic
Engagement funding included $158.9 million

in mandatory appropriations for the Foreign
Service Retirement and Disability Fund, as well
as $16.3 million of the CHIPS Act mandatory
appropriation. The Department received

$11.9 billion in reimbursements, fee revenue
and proceeds of sale including $1.2 billion for
Diplomatic Programs, $1.7 billion in the Working
Capital Fund (WCF), $3.7 billion in International
Cooperative Administrative Support Services
(ICASS); and $5.2 billion in the Consular and
Border Security Programs (CBSP) account derived
from consular revenues, including a range of fees
for visa, passports, and American citizen services.
The CBSP total does not include $419.0 million

in Passport Application and Execution revenue,
for which the Department only has authority to
spend $50.0 million in 2024.

In 2024, Congress also rescinded $224.0 million in
ESCM prior-year funding and $902.0 million in
prior-year CBSP revenue, which have been
deducted from the new budget authority
estimates above.

In addition to new appropriated 2024 funding,
$16.9 billion in prior year Diplomatic Engagement
funding remained available for obligation in

2024. This included $1.5 billion in Diplomatic
Programs balances, $7.6 billion in ESCM balances,
$652.0 million in balances from Contributions for
International Peacekeeping Activities, $2.6 billion
non-appropriated retained fee revenue balances
for CBSP, $357.0 million in WCF balances, and
$1.6 billion in ICASS balances. The Buying Power
Maintenance Account closed 2024 with a balance
of $100.0 million.

Budgetary Position for
Foreign Assistance

For 2024, foreign assistance funding for the
Department of State totaled $30.6 billion,
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provided through these appropriations laws:
$19.5 billion in the Department of State, Foreign
Operations, and Related Programs Appropriation
Act, 2024 (Division F, Public Law No. 118-47),
$7.1 billion in the Israel Security Supplemental
Appropriations Act, 2024 (Division A, Public Law
No. 118-50), $2.0 billion in the Ukraine Security
Supplemental Appropriations Act, 2024 (Division
B, Public Law No. 118-50), and $2.0 billion in the
Indo-Pacific Security Supplemental Appropriations
Act, 2024 (Division C, Public Law No. 118-50).

As of October 2023, the carryover of unobligated
2023 foreign assistance balances into 2024
totaled $9.8 billion.

Foreign Assistance Accounts Fully Implemented
by the Department of State

The Department fully implements the following
security assistance accounts: Foreign Military
Financing; International Military Education and
Training; International Narcotics Control and Law
Enforcement; Nonproliferation, Antiterrorism,
Demining, and Related Programs (NADR); and
Peacekeeping Operations. Of the $16.5 billion
security assistance total provided by Congress

in 2024, the Israel Security Supplemental
Appropriations Act, 2024 (Division A, Public

Law No. 118-50) provided Israel and our other
regional partners $3.5 billion in additional Foreign
Military Financing, $75.0 million in International
Narcotics Control and Law Enforcement and
$10.0 million in Peacekeeping Operations. The
Ukraine Security Supplemental Appropriations
Act, 2024 (Division B, Public Law No. 118-50)
provided $1.6 billion Foreign Military Finance,
$300.0 million International Narcotics Control
and Law Enforcement and $100.0 million in
NADR programs. The Indo-Pacific Security
Supplemental Appropriations Act, 2024

(Division C, Public Law No. 118-50) provided
$2.0 billion Foreign Military Finance for assistance
to our partners in the Indo-Pacific region.

In 2024, the portion of humanitarian
assistance managed by the Department
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through the Migration and Refugee Assistance
and U.S. Emergency Refugee and Migration
Assistance accounts totaled $7.4 billion.

Of that total, $3.5 billion was provided

for additional humanitarian support for
vulnerable populations and communities.
These funds provided humanitarian
assistance and resettlement opportunities
for refugees and conflict victims around the
globe and contributed to key multilateral and
non-governmental organizations that address
pressing humanitarian needs overseas.

In 2024, the portion of the Global Health
Programs appropriation managed by the
Department totaled $6.0 billion. This is the
primary source of funding for the President’s
Emergency Plan for AIDS Relief. These funds
are used to control the epidemic through
data-driven investments that strategically
target geographic areas and populations where
the initiative can achieve the most impact for
its investments.

The 2024 International Organizations and
Programs totaled $437.0 million. It provided
international organizations voluntary
contributions that advanced U.S. strategic goals
by supporting and enhancing international
consultation and coordination. This approach
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is required in transnational areas where
solutions to problems are best addressed
globally, such as protecting the ozone layer

or safeguarding international air traffic. In
other areas, the United States can multiply its
influence and effectiveness through support for
international programs.

In addition, for 2024, out of the $100.0 million
in funding appropriated by the CHIPS Act,
$17.0 million was transferred into the NADR
foreign assistance account.

Limitations of the Financial Statements

Management prepares its principal financial
statements to report the financial position,
financial condition, and results of operations
for the Department of State consistent with
the requirements of 31 U.S.C. 3515(b). The
statements are prepared from the records of
the Department in accordance with FASAB
standards and the formats prescribed by
OMB Circular A-136, Financial Reporting
Requirements, revised, and other applicable
authority. Reports used to monitor and control
budgetary resources are prepared from the
same records. Users of the statements are
advised that they are for a component of
the U.S. Government, a sovereign entity.
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FOCUS

The Foreign Service National Emergency Relief Fund

Department of State

The Foreign Service National (FSN) Emergency
Relief Fund is the Department’s official
charitable mechanism for disaster assistance
to locally employed (LE) staff. Initially founded
on April 27, 1983, as The Fund for Assistance to
U.S. Government Employees at Overseas Posts,
the charity was started by local employees in
Embassy Santiago to assist their colleagues in
Beirut, Lebanon, who were killed or injured in
the April 18, 1983, bombing of the American
Embassy. In 1994, it was renamed the FSN
Emergency Relief Fund.
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Since 1994, the Fund has served as the
immediate humanitarian resource for LE

staff of the Department of State and all other
U.S. Government agencies under Chief of
Mission authority. This program is not funded
by appropriations but is sustained solely by
private contributions from the foreign affairs
community. Since its inception, more than
$2.5 million has been disbursed to employees
from each regional bureau, including personnel
from other U.S. Government agencies, to help
respond to natural disasters, civil unrest, war,
and targeted attacks.

To better serve our local colleagues who bravely
serve alongside diplomats around the world,
this fiscal year, the Department launched an
awareness campaign with the goal of driving up
donations to better assist our LE staff colleagues
in need. Since May 2024, the Fund has collected
more than $43,000 in donations.

The nature of our work serves as a stark
reminder that global conflicts impact everyone
at the Department, and FSN and LE staff
colleagues work tirelessly around the world for
our country. Contributions to the Fund can be
made by Civil Service, Foreign Service, LE staff
and private sector individuals via pay.gov and all
contributions are tax deductible. Every donation,
no matter the size, makes a significant impact for
our LE staff colleagues around the world.

For more information, visit the FSN National
Emergency Relief Fund website.
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Analysis of Systems, Controls,
and Legal Compliance

Management Assurances

The Department’s Management Control

policy is comprehensive and requires all
Department managers to establish cost-effective
systems of management controls to ensure

U.S. Government activities are managed
effectively, efficiently, economically, and

with integrity. All levels of management are
responsible for ensuring adequate controls

over all Department operations.

Management Control Program

The Federal Managers’ Financial Integrity Act
(FMFIA) requires the head of each agency to
conduct an annual evaluation in accordance
with prescribed guidelines, and provide a
Statement of Assurance (SoA) to the President
and Congress. As such, the Department’s
management is responsible for managing risks
and maintaining effective internal control.

For four decades, the Department has used
the term management controls to describe its
programs that were originated by the passage
of FMFIA. Throughout this AFR, the term
internal controls and management controls are
intended to be used interchangeably.

The FMFIA requires the U.S. Government
Accountability Office (GAO) to prescribe
standards of internal control in the Federal
Government, which is titled GAQ’s Standards
for Internal Control in the Federal Government
(Green Book). These standards provide the
internal control framework and criteria Federal
managers must use in designing, implementing,
and operating an effective system of internal
control. The Green Book defines internal control
as a process effected by an entity’s oversight
body, management, and other personnel that
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provides reasonable assurance that the objectives
of an entity are achieved. These objectives and
related risks can be broadly classified into one or
more of the following categories:

= Effectiveness and efficiency of operations,

= Compliance with applicable laws and
regulations, and

= Reliability of reporting for internal and
external use.

OMB Circular A-123, Management’s Responsibility
for Enterprise Risk Management and Internal
Control, provides implementation guidance to
Federal managers on improving the accountability
and effectiveness of Federal programs and
operations by identifying and managing risks,
establishing requirements to assess, correct, and
report on the effectiveness of internal controls.
OMB Circular A-123 implements the FMFIA and
GAOQ’s Green Book requirements. FMFIA also
requires management to include assurance on
whether the agency’s financial management
systems comply with Government-wide
requirements. The financial management systems
requirements are directed by Section 803(a) of
the FFMIA and OMB Circular A-123, Appendix D,
Management of Financial Management Systems
— Risk and Compliance. The 2024 results are
discussed in the section titled “Federal Financial
Management Improvement Act.”

The Secretary of State’s 2024 Statement of
Assurance for FMFIA and FFMIA is provided in
Section |, Management’s Discussion & Analysis,
of this report. We have also provided a Summary
of Financial Statement Audits and Management
Assurances as required by OMB Circular A-136,
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Financial Reporting Requirements, revised, in the
Other Information section of this report.

During 2024, the Department invested significant
resources to improve the Statement of Assurance
process. A new SoA SharePoint page was designed
and a new data-driven checklist to help establish
that controls are operating effectively was created
that replaced the prior checklist. We designed

and implemented a new Statement of Assurance
process application (SoAP) that automated

the Statement of Assurance process for fiscal

year 2024. SoAP went live in May 2024.

CGFS partnered with the M/SS Center for
Analytics in the Al for Reports Modernization
campaign to modernize the SoA checklist
process. The new checklist directly supported
the SoA attestations content, dramatically
reduced the amount of time required to
complete the checklist and provided data-driven
evidence to support the SoA signatures from
every Assistant Secretary, Chief of Mission,

and Deputy Chief of Mission.

Using SoAP, Department personnel electronically
submitted the completed SoA checklist;

entered issues reported for 2024 as significant
deficiencies, reportable conditions, or future
potential risks; prepared the Statement of
Assurance documents for each Assistant
Secretary, Chief of Mission, and Deputy Chief of
Mission; and obtained electronic signatures.

Additionally, SOAP provided the Department
with many reporting capabilities, including the
ability for all Department personnel to view and
sort all unclassified issues reported in the SoAs,
which dramatically increased transparency of
the SoA process throughout the Department.
The data can be sorted by deficiency category,
bureau, issue category, issue subcategory, and
responsible bureau.

As part of the redesigned SoA process, an
Information and User Guide was created and
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made available for download from our SoA
SharePoint page. Additionally, multiple training
sessions and office hours opportunities (within
varying time zones) were provided to ensure

a successful implementation. The Department
will continue to improve our management
controls and global financial services with
additional improvements that are planned

for fiscal year 2025.

Departmental Governance

The Department’s Management Control Steering
Committee (MCSC) oversees the Department’s
management control program. The MCSC is
chaired by the Comptroller, and is comprised
of eight Assistant Secretaries, in addition to
the Chief Information Officer, the Deputy
Comptroller, the Deputy Legal Adviser, the
Director for Budget and Planning, the Director
for Global Talent Management, the Director
for Management Strategy and Solutions, the
Director for Overseas Buildings Operations,
and the Inspector General (non-voting).

Figure 20. FMFIA Annual Assurance Process
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Figure 20 long description.
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Statement of Assurance: Federal Managers’ Financial Integrity Act
and Federal Financial Management Improvement Act

The Department of State’s (the Department’s) management is responsible for managing risks and
maintaining effective internal control and financial management systems to meet the objectives of
Sections 2 and 4 of the Federal Managers’ Financial Integrity Act. The Department conducted its
assessment of risk and internal control in accordance with OMB Circular No. A-123, Management’s
Responsibility for Enterprise Risk Management and Internal Control. Based on the results of the
assessment, the Department can provide reasonable assurance that internal control over
operations, reporting, and compliance was operating effectively as of September 30, 2024.

The Federal Financial Management Improvement Act of 1996 (FFMIA) requires agencies to
implement and maintain financial management systems that are in substantial compliance with
Federal financial management system requirements, Federal accounting standards, and the U.S.
Standard General Ledger at the transaction level. The Department conducted its evaluation of
financial management systems for compliance with FFMIA in accordance with OMB Circular A-123,
Appendix D. Based on the results of this assessment, the Department can provide reasonable
assurance that its overall financial management systems substantially comply with principles,
standards, and requirements prescribed by the FFMIA as of September 30, 2024.

As a result of its inherent limitations, internal control over financial reporting, no matter how

well designed, cannot provide absolute assurance of achieving financial reporting objectives and
may not prevent or detect misstatements. Therefore, even if the internal control over financial
reporting is determined to be effective, it can provide only reasonable assurance with respect

to the preparation and presentation of financial statements. Projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions or that the degree of compliance with the policies or procedures

may deteriorate.
AY%M@%\M@W

Antony J. Blinken
Secretary of State
November 15, 2024
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Individual SoAs from Ambassadors assigned
overseas and Assistant Secretaries in
Washington, D.C. serve as the primary basis

for the Department’s FMFIA SoA issued by the
Secretary. The SoAs are based on information
gathered from various sources including
managers’ personal knowledge of day-to-day
operations and existing controls, management
program reviews, completion of a data-driven
SoA checklist, and other management-initiated
evaluations. In addition, the Office of Inspector
General (OIG), the Special Inspector General for
Afghanistan Reconstruction, and the GAO conduct
reviews, audits, inspections, and investigations
that are considered by management.

The Senior Assessment Team (SAT) provided
oversight during 2024 for the internal controls
over reporting program in place to meet the
requirements of OMB Circular A-123, Appendix A,
Management of Reporting and Data Integrity
Risk. The SAT reports to the MCSC, is chaired

by the Deputy Comptroller, and is comprised

of 16 senior executives from bureaus that

have significant responsibilities relative to the
Department’s financial resources, processes,

and reporting. The SAT also includes executives
from the Office of the Legal Adviser and the OIG
(non-voting). The Department employs a risk-
based approach in evaluating internal controls
over reporting on a multi-year rotating basis,
which has proven to be efficient. Due to the broad
knowledge of management involved with the
Appendix A assessment, along with the extensive
work performed by the Office of Management
Controls, the Department evaluated issues on

a detailed level.

The Department’s management controls program
is designed to ensure full compliance with the
goals, objectives, and requirements of the FMFIA
and various Federal laws and regulations. To that
end, the Department has dedicated considerable
resources to administer a successful management
control program. The Department’s Office of
Management Controls employs an integrated
process to perform the work necessary to meet
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the requirements of OMB Circular A-123’s
Appendix A and Appendix C (regarding Payment
Integrity), the FMFIA, and GAQ’s Green Book.
Green Book requirements directly relate to
testing entity-level controls, which is a primary
step in operating an effective system of internal
control. Entity-level controls reside in the control
environment, risk assessment, control activities,
information and communication, and monitoring
components of internal control in the Green Book,
which are further required to be analyzed by 17
underlying principles of internal control. For the
Department, all five components and 17 principles
were operating effectively and supported the
Department’s 2024 unmodified Statement of
Assurance. The 2024 Circular A-123 Appendix

A assessment did not identify any material
weaknesses in the design or operation of the
internal control over reporting. The assessment
did identify several significant deficiencies in
internal control over reporting that management
is closely monitoring, which are consistent

with the content presented in the Independent
Auditor’s Report on Internal Control over Financial
Reporting. The Department complied with the

Figure 21. A-123, Appendix A Process
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Figure 21 long description.
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requirements in OMB Circular A-123 during 2024
while working to evolve our existing internal
control framework to be more value-added and
provide for stronger risk management for the
purpose of improving mission delivery.

The Department also places emphasis on the
importance of continuous monitoring. It is the
Department’s policy that any organization with

a material weakness or significant deficiency must
prepare and implement a corrective action plan to
fix the weakness. The plan combined with the
individual SoAs and Appendix A assessments
provide the framework for monitoring and
improving the Department’s management controls
on a continuous basis. Management will continue
to direct and focus efforts to resolve significant
deficiencies in internal control identified by
management and auditors.

In addition, there are no high-risk areas currently
on GAQ’s biennial High-Risk List that are solely
the responsibility of the Department. Along with
many other agencies, the Department’s scope of
operations is addressed in the GAO high-risk areas
of “Ensuring the Cybersecurity of the Nation” and
“Improving the Management of IT Acquisitions
and Operations.”

Federal Financial Management
Improvement Act

The purpose of the FFMIA is to advance Federal
financial management by ensuring that Federal
financial management systems generate timely,
accurate, and useful information with which
management can make informed decisions and to
ensure accountability on an ongoing basis.

OMB Circular A-123, Appendix D, Management
of Financial Management Systems — Risk and
Compliance, provides guidance the Department
uses in determining compliance with FFMIA. In
addition, the Department considers results of
audit reports from the OIG and the GAO, annual
financial statement audits, and other relevant
information. The Department’s assessment

also relies upon evaluations and assurances
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under the Federal Managers’ Financial Integrity
Act of 1982 (FMFIA), including assessments
performed to meet the requirements of

OMB Circular A-123, Appendix A. When
applicable, particular importance is given to

any reported material weakness and material
non-conformance identified during these internal
control assessments. The Department continues
prioritizing meeting the objectives of the FFMIA.

Federal Information Security
Modernization Act

The Federal Information Security Modernization
Act of 2014 (FISMA) requires Federal agencies to
develop, document, and implement an agency-wide
program to protect government information and
information systems that support the operations
and assets of the agency. FISMA authorized the
Department of Homeland Security to take a
leadership and oversight role in this effort. FISMA
also created cyber breach notification requirements
and modified the scope of reportable information
from policies and financial information to specific
information about threats, security incidents, and
compliance with security requirements.

The Department remains committed to adopting
the best cybersecurity practices and embedding
them into our culture. As a result, we continue to
improve our cybersecurity posture and provide
transparency both internally and with our
interagency partners.

The Department’s 2024 Annual FISMA Report
demonstrates our continued efforts to improve
information technology (IT) security by prioritizing
and aligning initiatives with Executive Order 14028.
The Department’s maturity level increased within
one Cybersecurity Framework function, and it
remains compliant with respect to multifactor
authentication, data at rest, and data in transit.

In 2023, 372 FISMA systems were authorized out
of 433, or 86 percent. The percentage of high
impact systems authorized was 95 percent, while
the percentage of moderate impact systems
authorized reached 91 percent.
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In 2024, 374 FISMA systems were authorized

out of 433, or 86.3 percent. This increase
demonstrates a 0.3 percent rise in the number

of authorized systems. Of the Department’s

62 high impact systems, 59 were authorized, or
95 percent. Additionally, 260 out of 275 moderate
impact systems were authorized, or 94.5 percent,
a 3.5 percent increase from the previous year. The
implementation of Bureau Cyber Risk Scorecards
has enhanced visibility of key risk metrics and
continues to inform senior leaders of gaps in their
organization’s cybersecurity posture.

The Department’s 2024 Annual FISMA Report
demonstrates our continued efforts to improve

IT security by defining performance measures
and requirements that assess the effectiveness of
the Information Security Continuous Monitoring
program, achieve situational awareness, and
control ongoing risk. Specifically, the Department
established a performance measure requiring
bureaus and offices to achieve a 90 percent or
higher overall score from the Department’s Digital
Cybersecurity Dashboard, which is used to create
quarterly Bureau Cyber Risk Scorecards, and
implemented them as a process to monitor and
report instances of unsupported software and
operating systems.

Regarding emerging technology concerns, the
Department is working toward a post-quantum
cryptography environment by collaborating with
Federal agencies, research institutions, and other
partners to implement robust cryptographic
standards that safeguard our national security

in the quantum computing era. Additionally,

the Department is addressing Generative

Artificial Intelligence (GenAl) by cross-agency
collaboration to develop and secure ethical Al
applications. This includes developing guidelines
and standards to protect against Al-driven cyber
threats and ensuring the responsible use of GenAl
technologies. One notable Al-powered application
deployed this year is the chat bot, StateChat,
which is in use across the Department. More
information on the Department’s Al efforts can be
found in Artificial Intelligence at State.
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Resource Management Systems Summary

The Resource Management Systems Summary
provides an overview of the Department’s current
and future resource management systems
framework and systems critical to effective agency-
wide financial management operations, financial
reporting, internal controls, and interagency
administrative support cost sharing. The summary
presents the Department’s resource management
systems strategy and continuous efforts to
improve financial and budget management across
the agency. This overview also contains a synopsis
of critical projects and remediation activities that
are planned or currently underway. These projects
are intended to modernize and consolidate
Department resource management systems.

OMB memorandum M-22-09, Moving the U.S.
Government Toward Zero Trust Cybersecurity
Principles, is a directive that requires Federal
agencies to adopt a Zero Trust architecture
strategy by September 30, 2024. Severe budget
constraints delayed our ability to comply with
requirements in 2024. The Department is
committed to finalizing our strategy to meet
compliance in 2025, pending budget availability.

Antideficiency Act

The Antideficiency Act (ADA) was enacted

to prevent Federal agencies from incurring
obligations or making expenditures in excess
or in advance of amounts made available
through appropriations, or from accepting
voluntary services.

The Department accounts and reports on

530 Treasury Account Fund Symbols annually.
Additionally, the Department operates in a
complex financial environment with cash
transactions processed all over the world in
multiple foreign currencies. Management is
committed to strengthening existing controls
and reconciliation efforts around the use of
appropriated funds to help detect and resolve any
potential violation of the ADA. The Department
did not have any ADA violations in 2024.
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Prompt Payment Act

Outstanding debt from non-Federal sources

(net of allowance) increased from $33.9 million
as of September 30, 2023, to $118.7 million as of
September 30, 2024. Direct Loans, International
Boundary and Water Commission (IBWC), and
Administrative Loans decreased by $4.9 million
and Civil Monetary Penalties and Passport
non-sufficient funds increased by $79.3 million

as of September 30, 2024, resulting in an increase
overall to the non-Federal source figures.

Non-Federal receivables consist of debts owed
to the IBWC, Civil Monetary Fund, and amounts
owed for repatriation loans, medical costs, travel
advances, and other miscellaneous receivables.

The Department uses installment agreements,
salary offset, and restrictions on passports as
tools to collect its receivables. It also receives
collections through its cross-servicing agreement
with Treasury. In 1998, the Department
entered into a cross-servicing agreement

with Treasury for collections of delinquent
receivables. In accordance with the agreement
and the Debt Collection Improvement

Act of 1996 (Public Law No. 104-134),

the Department referred $4.4 million to
Treasury for cross-servicing in 2024. Of the
current and past debts referred to Treasury,
$3.2 million was collected in 2024. Table 10
shows amounts referred and collected.

Table 10. Receivables Referred to the Department of the
Treasury for Cross-Servicing

2024 2023 2022

Number of Accounts

3,700 3,060 5,631

Amounts Referred
(dollars in millions) 4.4 5 42 s 8l

Amounts Collected $ 58

(dollars in millions) - 5 54

2024 AGENCY FINANCIAL REPORT =

The Prompt Payment Act (PPA) requires Federal
agencies to pay their bills on time, to pay interest
penalties when vendor payments are made

late, and to take discounts only when payments
are made within the discount period. In 2024,
the Department timely paid 96 percent of the
681,401 payments subject to PPA regulations. Of
over $13 billion in payments that were subject

to PPA, the Department paid $1,063,782 in
interest penalties compared to $1,173,639 in
2023, a decrease of $109,857. The decrease

was primarily due to making a higher volume of
payments on-time during 2024. Portions of the
interest penalties include overseas interest which
increased to $391,887 from $52,155 in 2023, due
to compensation payroll-related interest.

For 2024, the Department disbursed over

4.1 million payments and 99.6 percent of them
were processed through electronic funds transfer,
helping the organization to more efficiently
manage its invoice payment process.

Management Challenges: Providing an
Independent Statement of the Agency

In addition to the seven risk areas identified by
management and discussed in Forward-Looking
Information, the OIG identified three additional
management and performance challenges
facing the Department, in the areas of: safety
and security; stewardship; and staffing and
organizational structure. For a complete
understanding of the forward-looking issues and
challenges associated with the Department’s
mission and the agency’s progress addressing
them, both sections of the report should be read.

The OIGs Department Challenges and
Management’s Response may be found in the
Other Information section of this report.
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Department of State Recruitment Efforts

Diplomats in Residence talk with prospects at the 2023
American Indian Science and Engineering Society
National Conference, a convention for Indigenous STEM
professionals and students, in Spokane, WA,

October 2023. Department of State

Since 2023, the Department has onboarded new
hires at the highest levels seen in more than a
decade. Nearly a quarter of the Foreign Service
workforce and one-third of the Civil Service
workforce have been hired since March 2020.
The Department recruits from the diversity of
our nation. This year, the Department recruited
in every U.S. state — from Alabama to Wyoming.
The Department has welcomed 790 paid student
internship participants in 2024, who hailed from
47 states, as well as Washington, D.C. and Puerto
Rico. As part of the Secretary’s Modernization
Agenda that seeks to ensure the Department is

a model workplace that attracts and retains top
talent across all hiring types, the Department
also expanded existing professional fellowships
and created two new programs: The Colin Powell
Leadership Program for Civil Service professionals
and the William D. Clarke, Sr. Diplomatic

Security Fellowship.

In January 2024, the Department announced
the new Lateral Entry Pilot Program, a career
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opportunity for mid-level entry into the Foreign
Service at grades FP-03 and FP-02. The program
recruits mid-career professionals from the Civil
Service, broader public sector, private sector, and
academia with critical skills and experience. In
addition, beginning with candidates who took
the Foreign Service Officer Test in February 2024,
the Department moved to a fully virtual Foreign
Service Officer Assessment in May 2024. This
change significantly increases accessibility for
candidates, eliminates travel costs and other
logistical burdens, and improves candidates’
experience in this highly selective process. As
Secretary Blinken said, “We’ve been able to
open the aperture of the Department to make
sure that those who otherwise couldn’t afford

to try this out now were able to do so. And that
means we’re going to have a Department — |
hope as a result of this — that better reflects the
country we represent in all of its dimensions. And
that’s usually important for two reasons; one,

it’s the right thing to do. Government should be
representative of all the people. But two, it’s also
the smart and necessary thing to do.”

The Department has also announced a new
Foreign Service Experience Bump-Up Policy
effective October 1, 2024, which offers
candidates with qualifying non-career State
Department Foreign Service experience increased
valuation to their ranked score on the Foreign
Service registers after they have completed all
assessments and obtained security, medical, and
suitability clearances.

In 2025, the Department aims to onboard at
least 30 Lateral Entry Pilot Program candidates to
the Foreign Service. Those selected will receive
an appointment as a Foreign Service Officer at
mid-level grades FS-03 and FS-02.
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Forward-Looking Information

In 2024, the Department continued taking
important steps to advance its risk culture. The
Enterprise Governance Board (EGB), which is
comprised of the Deputy Secretary and all Under
Secretaries, serves as the Department’s Enterprise
Risk Management Council and reviews the
Department’s enterprise risk posture on at least
an annual basis at a meeting of the EGB. The EGB
approves and reaffirms significant changes to the
Department’s enterprise risk management policy,
which is outlined in the Foreign Affairs Manual
(FAM) 2 FAM 030, Enterprise Risk Management.
The EGB also works with the Secretary to set

the Department’s risk tolerance level and
communicate it clearly to staff. In general,

the EGB does not make day-to-day decisions
regarding risk. Instead, the EGB sets the stage for
risk management at all levels of the organization.
Bureaus, offices, working groups, and overseas
posts are encouraged to use their existing
reporting chains (such as mission Emergency
Action Committees and domestic executive or
review committees) and relationships to seek
decisions regarding risk. The EGB may elect to
review enterprise-level risks on a case-by-case
basis. Department acknowledges that the
advancement of U.S. foreign policy objectives
inherently involves diverse types of risk, and the
Department recognizes that taking considered
risks can be essential to achieving mission success.

In October 2021, the Secretary stated as part

of his Modernizing American Diplomacy agenda
that, “a world of zero risk is not a world in which
American diplomacy can deliver. We have to
accept risk and manage it smartly.” The Secretary
has been very clear in his Modernization Agenda
that the Department’s risk culture must advance;
it requires decisive leadership and considered
risk management, all of which facilitate agile
diplomacy in an increasingly complex and
challenging global environment. The Department
faces and manages millions of risks on a daily
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basis and the Modernization Agenda seeks to
ensure that Department employees are equipped,
empowered and enabled to manage these risks.

In November 2022, the EGB endorsed a three-
pronged approach to advancing the Department’s
risk culture through policies, processes, and
engagement to ensure that all employees,
regardless of rank, are equipped, empowered, and
enabled to engage in thoughtful risk management.
Over the course of the past year, there have been
many advances across the Department to aid this
effort e.g., revisions to the Department’s Risk
Policy, a complete overhaul of the Department’s
Risk Handbook, refinement of the new Security
Review Committee (SRC) process, and a
Department Risk Framework Statement.

Security Review Committee: The SRC plays

a crucial role in enterprise risk management

in assessing serious security incidents to
determine whether the Department’s current risk
management policies, procedures, and programs
functioned appropriately and as intended. The
SRC process helps to advance a culture of learning
by identifying areas of opportunity to improve
the protection of U.S. personnel and facilities and
promote smart risk management that considers
the full spectrum of risk the United States

faces overseas, to include risks to mission and
diplomatic effectiveness.

Department Risk Framework: The Department
Risk Framework provides broad-based guidance
for all employees on the Department’s willingness
and capacity to accept and manage specific risks.
The definitions and risk categories provided within
are designed to provide clarity in expectations,
improve focus in risk management efforts,
increase communication with stakeholders,

and reduce the potential for unacceptable loss,
including lost opportunity. The Department looks
forward to continuing these efforts in 2025.
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This year, the Department’s management
identified seven risk areas for discussion in

this report. These include: climate change,
Russia’s war of aggression against Ukraine,

the suspension of operations in Sudan,

the Israel-Hamas and Israel-Hizballah

conflicts, Artificial Intelligence at State, the
implementation of Statement of Federal
Financial Accounting Standards No. 54 on leases,
and the Department’s Talent Retention Plan.

Climate Change

Climate Change has been classified as a national
security issue since at least 1991 and was
identified as “the existential challenge of our
time” in the 2022 National Security Strategy.
Executive Order 14008 on Tackling the Climate
Crisis at Home and Abroad committed the
Administration to “put the climate crisis at the
center of foreign policy and national security.”
Natural hazards, including those expected

to become more frequent and intense due

to climate change, impact the Department’s
mission, operations, and personnel regularly.
Over the last several years, the Department

has taken steps to analyze those hazards to its
domestic and overseas locations and ensure risk
mitigation is more effectively and strategically
incorporated into the Department’s operations
and planning. The Bureau of Overseas Buildings
Operations (OBO) Climate Security and
Resilience (CS&R) program has been assessing
exposure, vulnerability, and risks at a portfolio
level using natural hazards data and analysis

to create awareness and to inform climate
adaptations. The Bureau of Administration has
begun to assess, through its Strategic Asset
Management Plans, climate-related risks to
properties and wholistic facility requirements
to support future planning and budget requests
for some of the major facilities it maintains. The
Foreign Service Institute (FSI), in cooperation
with the Special Presidential Envoy for Climate,
the Bureau of Oceans and International
Environmental and Scientific Affairs, the Office

U.S. DEPARTMENT OF STATE (]

| FORWARD-LOOKING INFORMATION

of Management Strategy and Solutions (M/SS),
OBO, and other bureaus, has launched six

new climate-related courses and is developing
multiple others to advance climate literacy for all
staff. Further, the CS&R program and the Bureau
of Diplomatic Security’s Emergency Planning
Unit are collaborating to develop natural
hazard-specific custom annex chapter exemplars
for Emergency Action Plans.

Refer to the Other Information section of this
report for more information on Climate-Related
Financial Risk, the Department’s Climate
Adaptation and Resilience Plan (CARP), and
work to date to assess and mitigate climate risks
for the Department’s supply chains, facilities,
and personnel.

Russia’s War of Aggression
Against Ukraine

In February of 2022, Russia launched an
unprovoked illegal full-scale invasion of Ukraine.
Since then, Russia has continued to willingly
and knowingly inflict incalculable damage

on the Ukrainian people, attempt to subvert
Ukrainian sovereignty, and violate international
law, human rights, and core principles of the
United Nations Charter. Russia’s territorial
aggression persists with the material and
diplomatic support of Iran and Democratic
People’s Republic of Korea and targeted
economic cooperation with People’s Republic
of China (PRC).

With sustained substantial assistance from
the United States and more than 50 other
partners, Ukraine has courageously maintained
its independence and inflicted significant
costs on the Russian military. That said, Russia
has executed a grinding campaign in the East
that has captured strategically significant

new territories, and successfully destroyed

a substantial percentage of Ukraine’s energy
infrastructure to undercut its economy and
systematically deprive the civilian population.

2024 AGENCY FINANCIAL REPORT



FORWARD-LOOKING INFORMATION [

In 2023 and 2024, Russia continued to commit
atrocities against the people of Ukraine. Russian
missiles and glide bombs purposefully targeted
civilian infrastructure in an attempt to terrorize
and demoralize the Ukrainian populace, including
mass-casualty attacks on hospitals, schools,

and elder-care facilities. Occupation forces

have routinely kidnapped and refused to return
tens of thousands of Ukrainian children, who
are then sent to “re-education facilities” across
Russia or even adopted-out to Russian families,
unbeknownst to their parents. Video evidence
has repeatedly shown Russian forces executing
bound unarmed prisoners of war.

U.S. assistance has delivered powerful results

on the security, energy, and humanitarian

fronts. With U.S. equipment, Ukraine reclaimed

a large portion of the territory seized by Russia

in early 2022 and has expanded its campaign

into Russian territory to degrade logistical and
other assets used by the Russians to launch or
support strikes inside Ukraine. Ukraine has also
effectively curtailed Russia’s ability to operate

its Black Sea fleet near Ukraine waters. With

U.S. investment and facilitation, Ukrainian grain
continues flow to world markets, key to Ukraine’s
economic resilience. U.S. humanitarian aid and
direct budget support have kept vital government
services online.

Despite frequent missile and drone attacks on
the capital, air defenses have been remarkably
effective. As of September 30, 2024, the U.S.
Embassy in Kyiv was still actively providing
services and has not sustained any damage that
would trigger an impairment of Federal assets
or real property. The United States will continue
to provide vital economic, humanitarian, and
security assistance so Ukraine can protect its
people and defend its sovereign right to choose
a democratic future fully integrated into the
Euro-Atlantic community.
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Suspension of Operations in Sudan

The U.S. Embassy in Khartoum, Sudan was
evacuated, and on-site operations were
suspended on April 22, 2023, except for the
continued physical monitoring and protection
of the embassy compound and facilities. As
heavy fighting between the Sudanese Armed
Forces and the Rapid Support Forces inflicts
untold harm on civilians, the Department will
use every diplomatic, economic, political, and
development assistance tool at our disposal
to advance the goals of ending the fighting,
ensuring unhindered access for the delivery of
humanitarian aid, and facilitating a return to
civilian governance.

The Department will continue to lead
engagement with Sudanese civilian groups
from around the country, including
representatives of political parties and
initiatives, civil society, professional and labor
unions, Resistance Committees, and women
and youth organizations, to foster an inclusive
and broadly representative civilian coalition
that can determine priorities for a transitional
government and select its leadership.

With the evacuation of all American employees
and family members and the subsequent
suspension of operations, the Department

had to review all active contracts and grants,
unliguidated obligations, and personal and real
property, including some leased properties, to
determine what impact, if any, the suspension
would have on the Department’s financial
position. The Department undertook a
challenging and labor-intensive process to
evaluate the appropriate scope of contracts and
grants, focusing on which items to de-obligate,
and to consider how strategic pivots could be
made to ongoing assistance programs in order
to address emerging needs.
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Additionally, the Department focused on the
possible effects of any disposals and impairments
to property. The Department maintains title and
ownership of the Embassy Khartoum compound,
the Chief of Mission residence, and an eight-unit
housing compound. As of September 30, 2024,
the Department has disposed of 10 leased real
property assets and is working with OBO to
terminate the remaining lease consisting of 40
units. As conditions change, the Department

will re-evaluate embassy property and ensure
any needed adjustments are reflected in its
accounting records.

The Israel-Hamas and
Israel-Hizballah Conflicts

On October 7, 2023, Hamas launched a
large-scale attack on Israel from the Gaza Strip,
killing an estimated 1,200 individuals, injuring
more than 5,400, and abducting 253 hostages.
The attack emboldened Hizballah who, a day
later, began firing rockets from Lebanon into
Israel. Israel responded with a sustained,
wide-scale military operation in Gaza, which has
resulted in over 40,000 Palestinian casualties
according to the de facto Gaza Health Ministry.
This conflict, and the subsequent hostilities
with Hizballah in Lebanon, has resulted in mass
displacement of civilian populations in Gaza,
northern Israel, and Lebanon, and a severe
humanitarian crisis. The United States and its
regional partners have worked tirelessly to
negotiate a ceasefire agreement that would
return all hostages, allow for the flow of
humanitarian assistance, and chart the way
forward towards sustainable peace, but until
now, the agreement has been elusive.

To provide departure assistance necessary for
U.S. citizens, U.S. lawful permanent residents,
and eligible immediate family members to
move to safety when commercial options

were unavailable or acutely limited, as well as
coordinate many other areas for crisis response,
the Department established task forces for

both conflicts. Additionally, the Department
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funded charter air and sea vessels and secured
augmented flights for those receiving departure
assistance to leave Israel and Lebanon. The
Department also offered emergency medical,
dietary, and temporary assistance loans to U.S.
citizens in Lebanon.

Despite intense diplomatic efforts to resolve the
conflicts, a ceasefire agreement for Gaza has
not yet been reached. Likewise, the conflict on
Israel’s northern border continues to escalate.
The Department continues to conduct further
crisis contingency planning to carry out its
response to the crises. The budget implications
impact many mandated functional areas, and the
Department continues to assess expenditures
and efficiently reallocate funds where possible.
Ultimately, the only way to prevent further loss
of life and mitigate the cost of responding to the
crises is for all parties to agree on a diplomatic
solution that will reduce tensions, prevent
further escalation in the fighting, return the
remaining hostages, and allow communities on
all sides to return safely to their homes.

Artificial Intelligence at State

The Department of State is at a pivotal moment
where multiple Federal mandates require
agencies to advance Al innovation and use
needs to balance responsible Al implementation.
This comes with both significant opportunities
and risks. To navigate this risky landscape, the
Department has taken several steps to identify,
manage, and mitigate Al-related uncertainties.

The Department has released and is implementing
its first-ever Enterprise Al Strategy to guide the
responsible Al use at State. This strategy identifies
various risks, including risks to security, privacy,
bias, data quality, and ethical use. To mitigate
potential harms, the Enterprise Al Strateqy
prioritizes innovation with establishing and
maintaining effective Al governance and policy.
For instance, it includes the development of
policies to govern the use of publicly available
generative Al tools. The strategy also emphasizes
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the importance of providing appropriate access to
Al-ready data, securing Al infrastructure, scaling Al
responsibly, and conducting continuous evaluation
and testing.

To promote innovation and empower its
workforce to navigate this changing landscape
in 2024, the Department launched an
enterprise GenAl chatbot, StateChat, and
invested in centralized enterprise tools and
platforms. Building in-house Al capabilities
helps protect sensitive data, ensures centralized
governance, and reduces duplicative spending.

Finally, the Department is developing
governance and policies to manage both
known and unknown Al risks, such as policies
to manage Al risks that may impact individuals’
rights and safety. Implementing Al governance
also allows the Department to remain flexible
in addressing new and emerging risks as they
arise. The Applied Al Steering Committee,
which includes representatives from
acquisitions, privacy, cybersecurity, civil rights,
human resources, and other areas, ensures a
multidisciplinary approach to risk management.

The Department is proactively addressing the
challenges and opportunities presented by Al.
Through strategic planning, investment in Al
tools, and the development of comprehensive
governance and policies, the Department aims
to harness the benefits of Al while mitigating
potential financial, legal, and reputational risks.

Implementation of Statement of Federal
Financial Accounting Standards No. 54
on Leases

Statement of Federal Financial Accounting
Standards (SFFAS) No. 54, Leases, was issued in
April 2018 and, following the release of multiple
amendments and implementation guidance,
became effective for all Federal agencies on
October 1, 2023. This guidance revised the
definition of a lease for accounting and aimed to
improve transparency in financial reporting for
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leases. Previously, under SFFAS No. 6, Accounting
for Property, Plant, and Equipment, only leases
meeting the “capital lease” criteria were reported
as assets and liabilities. The new standard
requires contracts or agreements with identified
right-to-use assets and terms of over 24 months
to be reported as assets and liabilities on the
Consolidated Balance Sheets and disclosed in the
notes to the financial statements. The standard
also provides additional reporting requirements
for intragovernmental leases.

The Department manages one of the largest

and most complex lease portfolios in the

Federal Government. As such, the changes in

the reporting requirements outlined in SFFAS

No. 54 will continue to have a considerable
impact on how the Department reports its leases
on the annual financial statements in 2024 and
beyond. This will require significant changes to
the Department’s internal controls for reporting
leases, lease policies, and our financial and

lease inventory systems. Agencies may, and the
Department has elected to, defer reporting of
leases embedded within service contracts with
the primary purpose of procuring the services
until 2027. However, the Department is preparing
for the future processes, systems, and controls
that will produce compliant reporting of these
embedded leases in 2027.

To achieve timely implementation, the
Department has dedicated additional resources
to develop immediate short-term solutions
while, at the same time, recognizing the
need to invest resources for developing,
testing, customizing, and fully implementing
a long-term integrated technology solution.
As of September 30, 2024, the Department
has developed a lease calculation tool for the
calculation of the net present value and the
subsequent amortization of the lease liability
and asset depreciation for the Department’s
full lease population. The data used for the
tool is derived from the Department’s lease
inventory, which was recently updated to
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include additional data elements required
under the new standard. The Department
used a combination of manual lease reviews
and generative Al models to extract these data
elements from our historical lease documents.
The data and calculation results of the short-
term effort will be an integral part of the
Department’s long-term, technology-based,
solution for leases.

The Department’s Talent Retention Plan

In October 2021, Secretary Blinken announced
the creation of a Retention Unit in the Bureau
of Global Talent Management (GTM) during his
address on the “Modernization of American
Diplomacy.” As the Secretary emphasized at
that time, “Our recruitment and hiring efforts
are in vain if we cannot retain our workforce.”
The Department considers retention efforts
important to the mission because workforce
stability and continuity are crucial for executing
long-term foreign policy goals and maintaining
our leadership on the global stage.

GTM'’s Retention Unit was formally established
in January 2022 with the goal of better
understanding and addressing the issues that
may be causing people to consider leaving

the Department of State. In support of the
Secretary’s Modernization Agenda, GTM'’s
Retention Unit conducted a comprehensive
investigation into the retention and employee
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experience challenges faced by the Department
of State, with a focus on the Department’s

U.S. direct hire employee groups. The primary
objective of this effort was to assess whether
the Department has retention and/or employee
experience issues and, if so, to identify the
underlying problems and appropriate solutions.

The Talent Retention Plan released on

September 4, 2024, responds to the Secretary’s
request to investigate the retention and employee
experience at the Department. It outlines ongoing
activities to tackle known challenges and provides
recommendations for enhancing the employee
experience for the Department’s approximately
27,000 career direct hire employees. The plan
focuses on issues identified in the Stay Survey and
Exit Interviews conducted by the Retention Unit,
including career growth and development, family
support, and strengthening accountability.

GTM views the Retention Plan as an important
step in restoring the Department’s reputation

as an employer-of-choice for a talented and
diverse workforce. While overall attrition rates
in the Department remain among the lowest

in the Federal Government and lower than

the private sector, the Retention Plan looks to
improve the overall employee experience — from
the initial job application straight through to
retirement — so that we can continue to hire and
retain the world’s premier diplomatic service.
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Establishing the Office of the Provost: A Historic Milestone
for the Foreign Service Institute

FSI Director Joan Polaschik announces the formation of a
Change Management Office to aid in the facilitation of
establishing an Office of the Provost at an FSI Townhall in
Arlington, VA, April 2023. Department of State

The Foreign Service Institute (FSI) has long been
the cornerstone of diplomatic training and
professional development for U.S. Government
foreign affairs professionals. As part of the
Secretary’s Modernization Agenda, FSI has
embarked on a transformative journey to
further elevate its mission by establishing an
Office of the Provost. This historic undertaking
aims to align FSI’s resources, enhance strategic
capacity, and better equip the Department’s
workforce to meet the evolving demands of
global diplomacy.

The establishment of the Office of the Provost
was driven by the need for greater strategic
alignment and capacity within FSI. The FY
2023 National Defense Authorization Act
(NDAA) specifically called for the creation of

a “Provost of the Foreign Service Institute” to
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oversee, review, evaluate, and coordinate the
academic curriculum for all courses taught and
administered by FSI. This centralized approach
will address the current decentralized model,
which has led to duplication of work, ad hoc
approaches, and imbalances in capacities
across FSI offices. By consolidating curriculum
design, evaluation, professional development,
and educational technology under the Office of
the Provost, FSI aims to create a more impactful
and unified training environment.

The arrival of FSI’s inaugural Provost on
September 9, 2024, marked a significant
milestone in this journey. The Provost,

along with the newly onboarded Provost
leadership team, will begin their efforts by
implementing the notional operational plan
developed by FSI’s senior leadership team.
This plan outlines the steps needed to stand
up the Office of the Provost and incorporates
change management best practices further
delineating what needs to be done and in what
order. The Provost leadership team will work
closely with stakeholders to ensure a smooth
transition and alignment with the Department’s
strategic objectives.

The establishment of the Office of the Provost
represents a visionary step forward for FSI,
promising to enhance the Institute’s capacity
to design, deliver, and evaluate training

and professional development. This historic
undertaking will better equip the Department’s
workforce with the knowledge, skills, and tools
needed to advance American interests in a
rapidly evolving global arena.
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Message from the Comptroller

It is my honor to present
the fiscal year (FY) 2024
Agency Financial Report
(AFR), including this year’s
audited financial
statements, on behalf of
the Department of State.
The AFR is our principal
financial report to the
President, Congress, and
the American people and
reflects the Department’s
commitment to deliver the
highest standard of
financial accountability
and transparency to the
American people. It also demonstrates the strong
stewardship and care over the resources
entrusted to us to lead America’s global
diplomatic efforts and achieve our essential
foreign affairs mission. The theme of this year’s
AFR, People Powered Diplomacy, highlights the
ongoing efforts throughout the Department to
empower our diverse, talented workforce in ways
that further our mission. We know that financial
data integrity and availability play an important
role in this process. It also is important to
remember that the facts and figures presented in
this AFR represent the complexity and challenges
inherent in the financial management work
performed daily by the Department’s dedicated
professionals, around the world, in some of the
most difficult operating environments.

The scope of the Department’s global mission
and corresponding financial activities is immense.
The Department operates in more than 270
embassies and consulates around the world. We
conduct business on a 24/7 basis in over 135
currencies; account for more than $87 billion in
budgetary resources and $127.2 billion in assets,

U.S. DEPARTMENT OF STATE (]

James A. Walsh, Comptroller

including more than $33 billion

in historical cost of real and
personal property assets and
more than 16,000 overseas real
property leases (including roughly
6,000 leases managed by the
Department on behalf of other
Federal agencies), in more than
500 separate fiscal accounts.

In delivering the Department’s
financial programs, systems,

and services, the Bureau of the

Comptroller and Global Financial
Services (CGFS) codified its own
Vision statement, establishing
agility, innovation, and being a valued partner
in driving mission and customer success as the
guideposts for all we do. It will shape our efforts
to invest in transformative financial systems and
innovation that improve our global financial
operations, reporting, and compliance. We also
are working to unify the Department’s widely
dispersed financial management community
and improve data access and quality to support
leadership decisions. Our support of these
efforts, together with our need to be responsible
stewards of data, requires that we continuously
enhance our financial systems and data. To that
end, as required by the Digital Accountability
and Transparency Act, the Department reports
financial and payment information to the public
using USASpending.gov and continues to aim for
100 percent accuracy of this data. Our ISO 9001
certified operations and Capability Maturity
Model Integration standard for financial systems
development help us deliver quality global
financial services and systems focused on
improvement, customers, and the mission. In
the coming year, we increasingly will upskill the
financial management workforce. This effort will

2024 AGENCY FINANCIAL REPORT


http://usaspending.gov/

MESSAGE FROM THE COMPTROLLER

involve achieving more widespread data literacy
and building the capability to provide leadership
the analysis needed to support strategic
resource decisions.

The Department is implementing SFFAS No. 54 to
improve lease reporting transparency, dedicating
resources to develop both short-term and
long-term solutions for managing its complex
global lease portfolio. This includes new internal
controls, policies, and systems to comply with
the updated standard.

Strong and effective internal controls are
fundamental to our success, and we embrace
our Department-wide leadership role in
promoting them. As a result, we are pleased

to report the Department maintains a
comprehensive, sound internal controls system.
For 2024, no material weaknesses in internal
controls were identified by senior leadership.
The Secretary, therefore, was able to provide
reasonable assurance on the effectiveness of the
Department’s internal controls in accordance
with the Federal Managers’ Financial Integrity
Act. The Secretary also provided assurance

that the Department’s financial systems were

in substantial compliance with the Federal
Financial Management Improvement Act. As
highlighted in the AFR, the Department does not
have any programs at risk of making significant
improper payments. We continuously conduct
payment risk assessments and recapture audits,
as well as verifications against Treasury’s Do
Not Pay databases. In its most recent annual
assessment, the Office of Inspector General
(OIG) found the Department’s improper
payments program to comply with the Payment
Integrity Information Act. Finally, | am pleased
to report AGA again awarded the Department
the prestigious Certificate of Excellence in
Accountability Reporting in recognition of the
exceptional quality of our 2023 AFR.
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The annual independent audit and the AFR

are essential elements of our commitment

to strong corporate governance and effective
internal controls. The audited financial
statements in the following pages represent

the culmination of a rigorous annual process
with our partners: the OIG and the independent
auditor, Kearney & Company. Given the financial
complexities and unpredictability of the global
operating environment in 2024, there always
are opportunities to improve and issues

that require further clarification as we meet
Government-wide compliance and accounting
standards. For 2024, the Department received an
unmodified (“clean”) audit opinion on its 2024
and 2023 financial statements, with no material
weaknesses in internal controls over financial
reporting identified by the Independent Auditor.

We are pleased with the outcome of this year’s
audit. | would like to congratulate and thank the
Department’s outstanding management and
financial teams across all bureaus and posts.
Their diligence and strong stewardship are the
foundation of this accomplishment. At the same
time, we recognize and appreciate there are
items noted in the AFR and the independent
auditor’s report that require our continued
attention and improvement as well as smartly
integrating and managing new compliance
requirements. We are up to the challenge and
resolved to further our essential foreign affairs
mission and deliver financial accountability to
the American people.

Sincerely,

James A. Walsh
Comptroller
November 15, 2024

“CGFS will be an agile, innovative, and valued partner, driving mission and customer success.”
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Office of Inspector General
United States Department of State

UNCLASSIFIED November 15, 2024

INFORMATION MEMO FOR THE SECRETARY

e
FROM: OIG — Cardell K. Richardson, Sr. W'J e

SUBJECT: Independent Auditor’s Report on the U.S. Department of State FY 2024 and
FY 2023 Financial Statements (AUD-FM-25-04)

The Office of Inspector General (OIG) engaged an independent external auditor, Kearney &
Company, P.C., to audit the financial statements of the U.S. Department of State (Department) as
of September 30, 2024 and 2023, and for the years then ended; to report on internal control over
financial reporting; to report on whether the Department’s financial management systems
substantially complied with the requirements of the Federal Financial Management Improvement
Act of 1996 (FFMIA); and to report on compliance with laws, regulations, contracts, and grant
agreements. The contract required that the audit be performed in accordance with U.S. generally
accepted government auditing standards and Office of Management and Budget audit guidance.

In its audit of the Department’s FY 2024 and FY 2023 financial statements, Kearney & Company
found the following:

e The financial statements as of and for the fiscal years ended September 30, 2024 and
2023, are presented fairly, in all material respects, in accordance with accounting
principles generally accepted in the United States of America.

s No material weaknesses! in internal control over financial reporting.

e Five significant deficiencies? in internal control, specifically related to property and
equipment, leases, unliquidated obligations, financial reporting, and information

technology.

o Financial management systems complied substantially with the requirements
of FFMIA.

o One instance of reportable noncompliance with provisions of the Prompt Payment
Act.

1 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 a 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.

Office of Inspector General | U.S. Department of State | 1700 North Moore Street | Arlington, Virginia 22209
www.stateoig.gov

UNCLASSIFIED

* Embedded reports provided by an outside source and may not meet full visual compliance under Section 508.
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Kearney & Company is responsible for the attached auditor’s report, which includes the
Independent Auditor’s Report; the Report on Internal Control Over Financial Reporting; and the
Report on Compliance With Laws, Regulations, Contracts, and Grant Agreements, dated
November 15, 2024. Kearney & Company is also responsible for the conelusions expressed in the
report. OIG does not express an opinion on the Department’s financial statements or conclusions
on internal control over financial reporting and compliance with laws, regulations, contracts, and
grant agreements, including whether the Department’s financial management systems
substantially complied with FFMIA,

The Bureau of the Comptroller and Global Financial Services’ response is reprinted in its entirety
as an appendix to the auditor’s report.

OIG appreciates the cooperation extended to it and Kearney & Company by Department
managers and staff during the conduct of this audit.

Attachment: As stated.

www.stateoig.gov

UNCLASSIFIED

* Embedded reports provided by an outside source and may not meet full visual compliance under Section 508.

2024 AGENCY FINANCIAL REPORT = U.S. DEPARTMENT OF STATE



60 of 196 FINANCIAL SECTION [ INDEPENDENT AUDITOR’S REPORT

KEARNEY(C
COMPANY

1701 Duke Street, Suite 500, Alexandria, VA 22314
PH: 703.931.5600, FX: 703.931.3655, www.kearneyco.com

INDEPENDENT AUDITOR’S REPORT
AUD-FM-25-04

To the Secretary of the U.S. Department of State and the Inspector General:
Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the U.S. Department of State (Department), which
comprise the consolidated balance sheets as of September 30, 2024 and 2023; the related
consolidated statements of net cost and changes in net position and the combined statements
of budgetary resources for the years then ended; and the related notes to the financial
statements.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Department as of September 30, 2024 and 2023, and its net cost of
operations, changes in net position, and budgetary resources for the years then ended, in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America (GAAS); 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. 24-02, “Audit Requirements for Federal
Financial Statements.” Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We
are required to be independent of the Department and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audits. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Emphasis of Matters

As discussed in Note 1 to the Department’s financial statements, “Summary of Significant
Accounting Policies,” during FY 2024, the Department adopted new accounting guidance issued
by the Federal Accounting Standards Advisory Board (FASAB). Specifically, the Department
implemented Statement of Federal Financial Accounting Standards (SFFAS) 54, “Leases,” SFFAS
62, “Transitional Amendment to SFFAS 54,” and Technical Bulletin 2023-1, “Intragovernmental
Leasehold Reimbursable Work Agreements.” Additional information on the Department’s

* Embedded reports provided by an outside source and may not meet full visual compliance under Section 508.
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implementation of the lease requirements is provided in Note 6 to the Department’s financial
statements, “General Property and Equipment, Net,” and additional information related to the
implementation of the leasehold reimbursement requirements is provided in Note 8 to the
Department’s financial statements, “Other Assets.” Our opinion is not modified with respect to
these matters.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the
Department’s ability to continue as a going concern for a reasonable period of time.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements, as a
whole, are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but
is not absolute assurance and, therefore, is not a guarantee that an audit conducted in
accordance with GAAS and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements
are considered material if there is a substantial likelihood that, individually or in the aggregate,
they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

« Exercise professional judgment and maintain professional skepticism throughout the
audit.

« |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to
those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of

* Embedded reports provided by an outside source and may not meet full visual compliance under Section 508.
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expressing an opinion on the effectiveness of the Department’s internal control.
Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

o Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Department’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain
internal control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, Combining Statement of Budgetary Resources,
Deferred Maintenance and Repairs, and Land be presented to supplement the financial
statements. Such information is the responsibility of management and, although not a part of
the financial statements, is required by OMB Circular A-136, “Financial Reporting
Requirements,” and FASAB, which consider the information to be an essential part of financial
reporting for placing the financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with GAAS, which consisted of making inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the financial statements, and other knowledge
we obtained during our audits of the financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Management is responsible for the other information included in the Agency Financial Report.
The other information comprises the Introduction, Message from the Secretary, Message from
the Comptroller, Section Ill: Other Information, and Appendices as listed in the Table of
Contents of the Department’s Agency Financial Report, but does not include the financial
statements and our auditor’s report thereon. Our opinion on the financial statements does not
cover the other information, and we do not express an opinion or any form of assurance
thereon.

In connection with our audits of the financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other
information and the financial statements, or the other information otherwise appears to be

* Embedded reports provided by an outside source and may not meet full visual compliance under Section 508.
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materially misstated. If, based on the work performed, we conclude that an uncorrected
material misstatement of the other information exists, we are required to describe it in our
report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards and OMB Bulletin No. 24-02, we have also
issued reports, dated November 15, 2024, on our consideration of the Department’s internal
control over financial reporting and on our tests of the Department’s compliance with
provisions of applicable laws, regulations, contracts, and grant agreements for the year ended
September 30, 2024. The purpose of those reports is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing and not
to provide an opinion on internal control over financial reporting or on compliance. Those
reports are an integral part of an audit performed in accordance with Government Auditing
Standards and OMB Bulletin No. 24-02 and should be considered in assessing the results of our
audits.

Alexandria, Virginia
November 15, 2024

* Embedded reports provided by an outside source and may not meet full visual compliance under Section 508.
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1701 Duke Street, Suite 500, Alexandria, VA 22314
PH: 703.931.5600, FX: 703.931.3655, www.kearneyco.com

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

To the Secretary of the U.S. Department of State and the Inspector General:

We have audited, 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. 24-02, “Audit Requirements for Federal Financial Statements,”
the financial statements and the related notes to the financial statements of the U.S.
Department of State (Department) as of and for the year ended September 30, 2024, which
collectively comprise the Department’s financial statements, and we have issued our report
thereon dated November 15, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
Department’s internal control over financial reporting (internal control) as a basis for designing
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Department’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the Department’s internal control. We limited our internal control
testing to those controls necessary to achieve the objectives described in OMB Bulletin No. 24-
02. We did not test all internal controls relevant to operating objectives as broadly defined by
the Federal Managers’ Financial Integrity Act of 1982, such as those controls relevant to
ensuring efficient operations.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. 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 a 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.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies; therefore, material weaknesses
or significant deficiencies may exist that have not been identified. Given these limitations,

1 Federal Managers’ Financial Integrity Act of 1982, Public Law 97-255 (September 8, 1982).
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during our audit, we did not identify any deficiencies in internal control that we consider to be
material weaknesses. We identified certain deficiencies in internal control, described below,
that we consider to be significant deficiencies.

Significant Deficiencies

l. Property and Equipment

The Department reported more than $33 billion in net property and equipment on its FY 2024
consolidated balance sheet.? Real property consisted primarily of residential and functional
facilities and capital improvements to these facilities. Personal property consisted of several
asset categories, including aircraft, vehicles, security equipment, communication equipment,
and software. Weaknesses in property and equipment were initially reported during the audit
of the Department’s FY 2005 financial statements. In FY 2024, the Department’s internal
control structure continued to exhibit several deficiencies that negatively affected the
Department’s ability to account for property in a complete, accurate, and timely manner. We
concluded that the combination of property-related control deficiencies was a significant
deficiency. The individual deficiencies we identified are summarized as follows:

e Construction-in-Progress — Financial information from the International Boundary and
Water Commission, United States and Mexico, U.S. Section (USIBWC), is required to be
consolidated into the Department’s financial statements. USIBWC manages flood
control systems, dams, and hydroelectric power plant facilities along the U.S. and
Mexican border. As of September 30, 2023, USIBWC reported that it managed over
$63 million in construction projects.3 Construction costs for projects that meet a
“capitalization threshold” should be recorded as construction-in-progress (CIP), an asset
account. Once a construction project is substantially complete, an organization should
transfer the cost of the project to a different asset account, so the asset can be
depreciated.*

We noted several USIBWC projects included in CIP that had no activity for an extended
period of time. USIBWC was unable to provide documentation demonstrating that the
CIP amounts were accurately reported. With the assistance of the Department, USIBWC
analyzed its CIP amounts and identified 56 projects that were inaccurately recorded.

2 The property and equipment financial statement balance includes leases. During FY 2024, the Department
implemented a new standard related to accounting for leases. The standard requires agencies to record both
assets and liabilities for applicable leases. We have included issues identified related to the implementation of the
new lease standard as a separate significant deficiency.

3 Construction-in-Progress projects could include new construction, real property renovations, or improvements to
leased property.

4 Depreciation is the allocation of the acquisition costs of an asset, less its estimated salvage value or residual
value, over its estimated useful life. All capitalized assets should be depreciated except land.
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USIBWC reclassified some invalid CIP as expenses and other invalid CIP to an asset
account for depreciation. We concluded that the adjustments to CIP were reasonable.

Although USIBWC had ad hoc procedures to account for construction costs, the
procedures were not sufficient to ensure that construction costs were effectively
monitored or that completed construction projects were transferred to the correct asset
account when the projects were substantially complete. Additionally, USIBWC lacked
sufficient internal controls to ensure that potentially invalid projects were monitored
and resolved in a timely manner. Although Department officials provided USIBWC with
accounting support once we communicated this issue to them, the Department did not
have an effective, routine process to ensure that USIBWC’s CIP amounts were accurate.
Although USIBWC adjusted its FY 2024 accounts to correct CIP issues, future issues with
USIBWC accounts may go undetected without effective coordination.

e Personal Property — The Department uses several nonintegrated systems to track,
manage, and record personal property transactions. Information in the property
systems is periodically merged or reconciled with the financial management system to
centrally account for the acquisition, disposal, and transfer of personal property. We
identified a significant number of personal property transactions that were not recorded
in the correct fiscal year. In addition, we found that the acquisition value recorded for
numerous selected items could not be supported or was incorrect. Furthermore, we
found that the gain or loss recorded for some personal property disposals was not
recorded properly. The Department’s internal control structure did not ensure that
personal property acquisitions, disposals, and transfers were recorded in a complete,
timely, and accurate manner. In addition, the Department’s monitoring activities were
not effective to ensure proper financial reporting for personal property. The errors
resulted in misstatements to the Department’s prior year financial statements.
Furthermore, the lack of effective controls may result in the loss of accountability for
asset custodianship, which could lead to undetected theft or waste.

e Software — Federal agencies use various types of software applications, called internal
use software (1US), to conduct business. Applications in the development phase are
considered software in development (SID). Agencies are required to report software as
property in their financial statements. We identified instances in which the data
recorded for SID were unsupported. We also identified instances in which completed
projects were not transferred from SID to IUS in a timely manner. Additionally, we
identified two software projects that should have been identified as SID or IUS;
however, the Department inaccurately recorded costs related to these projects as
operating expenses. One reason this occurred was that the Department’s quarterly
data call process relied on the responsiveness and understanding of individual project
owners or managers, not all of whom fully understood the accounting requirements for
reporting SID and IUS. Additionally, the Department did not have an effective process to
confirm that information provided by project managers was complete, accurate, and
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supported. Furthermore, the Department lacked an effective process to ensure that
software initiatives that met the Department’s criteria for capitalization were properly
classified at the start of the project. The errors resulted in misstatements to the
Department’s financial statements.

e Heritage Assets — Heritage assets are assets that are unique because of historical or
natural significance; are of cultural, educational, or artistic importance; or have
significant architectural characteristics. The Department maintains nine separate
collections of heritage assets. Each collection maintains a listing of its heritage assets.
Those assets are reported as a note in the Department’s annual financial statements.
We identified almost 250 heritage assets in one heritage asset collection that had been
installed at a post but that had not been properly reported in the property tracking
system. The Department lacked sufficient controls to ensure that the note related to
heritage assets was complete and accurate. Specifically, personnel did not always follow
Department policies related to entering assets in the property accounting system in an
accurate and timely manner. As a result, the Department’s heritage asset note for the
FY 2023 and FY 2024 financial statements was misstated.

. Leases

The Department manages more than 16,000 real property leases throughout the world,
including office and functional properties and residential units. In FY 2024, the Federal
Accounting Standards Advisory Board’s Statement of Federal Financial Accounting Standards
(SFFAS) 54, “Leases,” became effective, which significantly changed the requirements for
reporting federal agencies’ lease inventories. Specifically, SFFAS 54 requires federal agencies to
recognize an asset and liability related to leases at the commencement of the lease term, unless
the lease meets certain exclusion criteria. To comply with SFFAS 54, the Department recorded
approximately S3 billion of leases as property in its FY 2024 financial statements.

We analyzed whether the Department’s lease calculation methodology was reasonably
designed. We also tested samples of leases to assess the accuracy and completeness of the
Department’s reported beginning balance. We identified a significant number of exceptions
during our testing, including instances in which data used to calculate the recorded lease asset
and liability amounts were not supported by lease agreements. Although the Department took
steps to improve the quality and completeness of its lease inventory data, the Department’s
processes were not always effective. Lease information is entered into the lease tracking
systems by staff at more than 200 overseas locations. These employees had varying levels of
understanding regarding when and how to record the lease data. In addition, supervisory
reviews of the lease calculations were not always effective. The Department adjusted its
financial statements and notes to address the errors that we identified during the audit.
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lll.  Validity and Accuracy of Unliquidated Obligations

Unliquidated obligations (ULO) represent the cumulative amount of orders, contracts, and
other binding agreements for which the goods and services that were ordered have not been
received or the goods and services have 