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BROADCASTING BOARD OF GOVERNORS

MESSAGE FROM THE CHAIRMAN

I am pleased to present the Broadcasting Board of Governors’
(BBG) Performance and Accountability Report for Fiscal Year
2005. This is the BBG’s second Performance and Accountability
Report and includes the results of the second audit of the
agency'’s financial statements. The report also measures our
performance against the objectives we identified for FY 2005,
highlights the accomplishments of the past year, and identifies
the challenges that lie ahead.

The mission of the BBG is to promote and sustain freedom and democracy by
broadcasting accurate and objective news and information about the United States and
the world to audiences overseas. The BBG broadcast services, including the Voice of
America, Radio Free Europe/Radio Liberty, the Middle East Broadcasting Networks
(Radio Sawa and Alhurra TV), Radio Free Asia, and Office of Cuba Broadcasting (Radio
and TV Marti), pursue this single mission, reaching a worldwide audience of over 140
million in 56 languages via radio, television, and the Internet.

All BBG broadcast entities, including the grantees, adhere to the broadcasting standards
and principles mandated by the International Broadcasting Act of 1994. All BBG
broadcasts include accurate, reliable, objective, and comprehensive news; balanced
presentations of United States thought, institutions, and policies; and information about
developments throughout the world.

With the support of the Administration and Congress, the BBG has accomplished several
key goals in FY 2005. Alhurra TV and Radio Sawa are now reaching a total
unduplicated audience of 35 million adults (15 and over) per week according to the latest
ACNielsen survey. This survey also indicates that, in spite of high levels of anti-
American sentiment throughout the region, audiences regard both Alhurra and Radio
Sawa as credible sources of news and information. VOA continued to build on the
success of its Persian television program, News and Views, expanding its length from 30
to 60 minutes a day. VOA Urdu has doubled its listenership since the launch of Radio
Aap ki Dunyaa, the 12-hour-a-day Urdu language radio station formatted for listeners
between the ages of 15 and 39 in Pakistan. VOA Indonesian doubled production of both
radio and TV programs and opened a news bureau in Jakarta. Over 200 radio and TV
stations rebroadcast VOA news and information in Indonesia. According to the most
recent survey, RFE/RL’s Radio Free Afghanistan and VOA Afghan broadcasts have an
unduplicated radio reach of 69.6% (19.8 million).




Around the globe, BBG's extensive network of broadcasters and bureaus closely followed
important political events, including national and parliamentary elections. Radio Farda
and VOA Persian provided extensive coverage of Iran's June 2005 presidential elections.
Alhurra Iraq and Radio Sawa featured extensive programming in the run-up to the
national election in January 2005. Radio Free Afghanistan and VOA Dari and Pashto featured
live interviews with officials and voters throughout the country during Afghanistan's October
2004 national election. VOA Ukrainian and RFE/RL's Ukrainian Service provided
balanced, comprehensive on-the-ground coverage of the "Orange Revolution".

This report and the audit results demonstrate the BBG's ability to increase program impact
through the prudent management of available resources and the use of modern
communications tools and techniques. I am proud that the independent auditors have given
our financial statements an unqualified ("clean") opinion for the second year in a row.
This is the highest rating an agency can achieve.

As required, I am providing an assurance that, with the exception of the areas identified by the
agency during its annual internal control review as noted in this report, the agency's system of
management controls for the programs, organizations, and functions covered by the Federal
Managers' Financial Integrity Act (FMFIA) have achieved the objectives of the FMFIA.
We have already begun to take steps to correct the identified weaknesses. We take the
stewardship of taxpayer resources seriously and are committed to improving our internal
controls and financial processes.

The BBG has continued to make significant progress in the integration of performance
information with financial and budget information. The report reflects the progress the
agency has made to strengthen the implementation of performance management and to assure
that our performance information is appropriate, complete, and reliable. The report also
details the progress we have made in support of the President's Management Agenda.

I am proud to report the achievements of the Broadcasting Board of Governors during FY 2005
in furthering our mission as well as wisely and effectively using the resources entrusted to us
by the Administration, Congress, and the public.

QN

Kenneth Y. Tomlinson
Chairman



BROADCASTING BOARD OF GOVERNORS

MESSAGE FROM THE CHIEF FINANCIAL OFFICER

This Performance and Accountability Report presents the Broadcasting Board of Governors’
(BBG) financial and program performance for FY 2005. It fulfills the requirements of the
Accountability of Tax Dollars Act of 2002, the Reports Consolidation Act of 2000, the
Federal Managers’ Financial Integrity Act of 1982 (FMFIA), the Government Management
Reform Act of 1982 (GMRA), the Government Performance and Results Act of 1993
(GPRA), and Federal Financial Mangers Improvement Act of 1996 (FFMIA).

FY 2005 has been a very productive year for the BBG in the area of financial management.
We are proud to have an unqualified opinion on our financial statements for our second
audit. The auditors identified one reportable condition involving internal controls that we
are taking steps to correct. During our FMFIA review, we identified two material
weaknesses in the agency’s system of management controls for the programs, organizations,
and functions. We are moving to correct these weaknesses. While we recognize that there
are still many challenges, we are confident that the progress we have made in this past year
will help us meet those challenges in the future.

Key BBG FY 2005 accomplishments in financial management improvements include:

Expanded Electronic Government

The BBG has selected the Department of Defense’s Defense Civilian Payroll System and
is working with the Office of Personnel Management, Office of Management and
Budget, and the Department of State to implement the new system in FY 2007.

The BBG has joined with the Department of State and the U.S. Agency for International
Development in their selection of CW Government Travel (CW) as its official travel
service center. The selection of CW, an industry leader in e-Travel initiatives, supports
the President's Management Agenda.

Improved Financial Performance

During FY 2005, the BBG continued to improve its financial management system by
utilizing automated tools for payroll accruals, improved tracking of overseas
transactions, improved financial reporting, and improved utilization of reporting tools.
For example, the BBG made improvements to its travel program to streamline,
consolidate, and standardize processes. Standard procedures were implemented to track
and recover outstanding travel vouchers and advances, and notifications of
reimbursements and repayments were established and distributed on a daily basis. The
BBG increased its rebate from the government-wide purchase card program three-fold
through electronic invoicing and payments.




The BBG is in compliance with Federal accounting principles and standards and
met all Treasury and OMB financial reporting requirements in FY 2005.

Budget and Performance Integration

The BBG has made significant progress in FY 2005 in integrating performance
goals, including annual objectives and measures, with budget requests and
financial management. Efforts to integrate performance and budget information
were expanded for the FY 2007 Budget Request. The BBG conducted the 2005
Language Service Review under a new schedule that enabled the results of the
review to inform the development of the FY 2007 budget, including extensive
information on performance goals and targets for the requested enhancements and
linking them to the BBG strategic goals. The BBG also conducted an improved
Capital Planning Review process, including the Chief Information Officer function
in the process.

We are pleased to provide this report to the Administration, Congress, and the public. We
believe this report provides a full description of the BBG's program, performance, and
financial efforts as we continue our effort to meet our mission, “to promote and sustain
freedom and democracy by broadcasting accurate and objective news and information about
the United States and the world to audiences overseas."

Qoudizs

Janet K. Stormes
Chief Financial Officer
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FY2005 Performance and Accountability Report

Introduction

Purpose of the Performance and Accountability Report

This FY 2005 Performance and Accountability Report (PAR) is the Broadcasting Board of
Governors’ (BBG) second report providing consolidated performance and financial information.
This integrated presentation of the agency’s program performance, financial accountability, and
managerial effectiveness is intended to assist Congress, the President, and the public in assessing the
BBG’s performance relative to its mission and stewardship of the resources entrusted to it.

This report satisfies the reporting requirements of the following legislation:

Accountability of Tax Dollars Act of 2002

Reports Consolidation Act of 2000

Federal Manager’s Financial Integrity Act of 1982 (FMFIA)
Government Management Reform Act of 1982 (GMRA)
Government Performance and Results Act of 1993 (GPRA)
Federal Financial Mangers Improvement Act of 1996 (FFMIA)

Structure of the Performance and Accountability Report

The report includes the following sections:

Management’s Discussion and Analysis (MD&A)

The MD&A is an overview of the BBG, its organizational structure, and mission. It includes a
summary of the agency’s highlights and accomplishments for FY 2005, the progress made in
implementing the President’s Management Agenda, the BBG’s management and performance
challenges, and the Inspector General’s (IG) statement regarding these challenges. The MD&A also
includes the results of the agency’s FY 2005 FMFIA internal control review.

Performance Section

The performance section presents annual program performance information as required by the
GPRA and describes the agency’s progress in meeting its operational strategic goals. A summary of
the FY 2005 performance objectives is presented, as well as information about the outcome of
specific performance indicator targets. This section also includes a summary of the Program
Assessment Rating Tool (PART).

Financial Section

The financial section contains BBG’s financial statements and related Independent Auditor’s Report.
The BBG has prepared and presented all five statements as required by the Office of Management
and Budget (OMB) Circular 01-09.
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Section 1:
Management’s Discussion
And Analysis




FY2005 Performance and Accountability Report

Organizational Structure and Mission

BBG Organization

The BBG, a bipartisan presidentially appointed board, became an independent Federal entity on
October 1, 1999. The Board supervises all non-military international broadcasting funded by the
U.S. Government, in accordance with the 1998 Foreign Affairs Reform and Restructuring Act (P.L.
105-22). In accordance with its enabling legislation, the Board sets the priorities and overall
strategic direction of U.S. international broadcasting, allocates resources, manages relationships with
the other executive branch agencies and Congress, reviews and evaluates the effectiveness of the
broadcast language service, and safeguards journalistic integrity. This last function is of key
importance to the Board, which sees as vital its role as a “firewall” between BBG journalists and
those who would seek to influence news coverage.

The BBG broadcasting organizations include the Voice of America (VOA), Radio Free
Europe/Radio Liberty (RFE/RL), Radio Free Asia (RFA), the Middle East Broadcasting Networks
(MBN- Radio Sawa and Alhurra TV) and the Office of Cuba Broadcasting (OCB-Radio and TV
Marti), as well as support offices in the International Broadcasting Bureau (IBB). VOA, RFE/RL,
RFA, OCB, and MBN, while under the supervision of the BBG, have varied legal and organizational
frameworks. VOA and OCB are part of the U.S. government. RFE/RL, RFA, and MBN are grantee
organizations that receive their funding from the government but are organized and managed as
private non-profit corporations.

Broadcasting Board of Governors

RadioFreeEurope
Radicliberty

Chief Financial Officer

Office of the General

Counsel
Broadcasti ng Chief Information | _ _ - _ - _
Board of Governors Officer

0

Office of Civil Rights

International
Broadcasting Bureau

(IBB) 4| Office of Policy |

YO Associate Director o Engineering & Technical
Program Support Services

Chief Technology Officer

for Management

Associate Director
Office of Cuba Broadcasting
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BBG Mission Statement

To promote and sustain freedom and democracy
by broadcasting accurate and objective news and information
about the United States and the world to audiences overseas.

BBG Mission

Since October 1999, the BBG has fundamentally transformed U.S. non-military international
broadcasting in pursuit of its central mission: to promote freedom and democracy, to broadcast
accurate news and information about the U.S. and the world to audiences overseas; and to provide to
those audiences dynamic, creative programming that inspires intellectual curiosity and supports
aspirations for political, economic, social, and human rights. This transformation grows out of the
post-Cold War and post-September 11" environment, changing priorities in where to broadcast and
how to reach key audiences around the world. The changes that the BBG has implemented have
made international broadcasting an effective tool in the U.S. effort to directly access a worldwide
audience of 140 million, countering misrepresentations of the U.S. and its policies, and providing
accurate news and information and vibrant intellectual discussions and debates to those who do not
receive this from their own media.

The BBG broadcast services reach a worldwide audience in 56 languages via radio, television, and
the Internet. All BBG broadcast services adhere to the broadcasting standards and principles of the
International Broadcasting Act of 1994. All services include reliable, accurate, objective, and
comprehensive news; balanced and comprehensive presentations of U.S. thought, institutions, and
policies, including discussion about those policies; and information about developments throughout
the world and a variety of opinions from nations around the world.
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BBG BROADCASTING LANGUAGES

EASTERN EDmASIA

& CENTRAL Anhonieg EasT AsiA
EUROPE PROL

——— Azerbaijani Burmese
Aihatuarl Belarusian Cantonese
Bosnian Chechen CENTRAL Indonesian
Croatian Circassian Asia Khmer
Greek Georgian Kazakh Korean
Macedonian Russian Kyrgyz Lao

Homa_mlan Tatar-Bashkir Tajik Mandarin
G Serbian Ukrainian Turkmen Thai
GLOBAL Uzbek Tibetan
English Uyghur
Special English Vietnamese
NEAR EAsT &
NorTH AFRICA SouTtH Asia

LATIN Arabic
AMERICA :‘"d_is“ gi','?'"
Greote Arnica s Hind
Spanish Afan Oromo Pashto

Ambharic Urdu

English to Africa

French to Africa

Hausa

Kinyarwanda

Kirundi

Ndebele

Portuguese to Africa

Shona

Swahili

Tigrigna

FY 2005 Highlights and Accomplishments

During FY 2005, the BBG continued to respond to the challenges of forging new approaches to
identify target audiences, program preferences, and formats that appeal to significant audiences, and
providing the serious news, information, and debate to fuel democratic development. Program
innovations were based on the rigorous use of research, new technologies, frequent program review,
and commercial broadcast expertise to meet challenges to our national security. This is especially
true of BBG’s efforts to effectively communicate with Muslim audiences in the Middle East and
Southwest Asia where terrorism has flourished in an unstable environment. Key accomplishments in
FY 2005 include:

= Voice of America

Throughout FY 2005, VOA reported on the War on Terror and events in Iraq as well as
provided coverage of U.S. and international news and current affairs through broadcasts of
over 1,000 weekly hours of radio in 44 languages, nearly 50 hours of television in 24
languages, and a 24/7 Internet website at VOANews.com. In May 2005, VOA Persian’s
television program, News and Views, was expanded from 30 to 60 minutes a day. VOA
Persian continues to rank as one of the top international broadcasters to Iran. VOA also
introduced a new, more lively format for its radio program, and its website traffic increased
44 percent from 2004. Radio Farda and VOA Persian provided extensive coverage of Iran’s
June 2005 presidential elections.



FY2005 Performance and Accountability Report

Recent research indicates that listenership to VOA Urdu has doubled since the launch of
Radio Aap ki Dunyaa (Your World Radio), the 12-hour-a-day Urdu language radio station
for listeners in Pakistan. The programs are formatted to appeal to Pakistani listeners between
the ages of 15 and 39 years of age. The Urdu Service recently introduced a new bilingual
website, with live audio streaming that also promotes the news and entertainment programs
of Radio Aap ki Dunyaa, and is preparing to launch a 30-minute television show featuring
current affairs in FY 2006.

To reach the national audience of Afghanistan, VOA’s Afghanistan Service continues to
build on the success of its seamless 12-hour program stream in the Dari and Pashto
languages with a more contemporary, fast-paced format and daily call in shows and in—
country reporting. Recent program initiatives include a pilot joint language airshow and a
pilot simulcast of a call-in program with an Afghan television station. According to
independent research, 16% of Afghans — 29% in Kabul — saw a VOA-produced piece on
Afghan TV the previous week. The most recent weekly reach rating for VOA Afghan radio
broadcasting indicates 40.7% weekly listenership among adults (11.6 million).

Doubling its production of both radio and TV programs in FY 2005, the Indonesian Service
currently produces 6.5 hours of television per week and 9.5 hours of original radio
programming per day. The Service added 54 radio and TV stations to its affiliates network,
and opened a news bureau in Jakarta. Over 200 radio and TV stations rebroadcast VOA
news and information in Indonesia.

Radio Free Europe/Radio Liberty

Through its radio, Internet, and other information products, RFE/RL continues to make a
significant contribution to the U.S.-led global struggle against terrorism. As of September
2005, RFE/RL broadcasts in 28 languages to Central, Eastern and Southeastern Europe;
Russia; the Caucasus; Central Asia; Iraq; Iran; and Afghanistan. Eighteen of RFE/RL’s
language broadcasts—almost two-thirds of the total—are to countries or regions where the
majority populations are Muslim. In FY 2005, RFE/RL enriched its information products
and continued to expand delivery of these products on emerging media in order to reach new
audiences—especially youth—in addition to traditional users of radio.

In Ukraine, for instance, RFE/RL information products are now available nationwide on
Nashe Radio (Ukraine’s leading commercial FM radio network), on two national television
networks, on the Internet, and by mobile phone. New local rebroadcasting arrangements in
Moscow and St. Petersburg, Russia’s largest cities, have increased potential audiences for
RFE/RL’s revamped Russian-language programming. More live, interactive programming is
created in bureaus in Moscow, St. Petersburg and Ekaterinburg. A sophisticated new
website emphasizes breaking news and analysis and is aimed at Russia’s younger, emerging
entrepreneurial class. In addition, RFE/RL launched updated versions of its websites in
Arabic, Azeri, Tajik, Persian (Radio Farda), and English. RFE/RL’s Ukrainian Service
provided balanced, comprehensive on-the-ground coverage of the “Orange Revolution,”
which brought peaceful democratic change to Ukraine. The Kyrgyz Service covered, live
and from across Kyrgyzstan, the events that led to the flight of President Askar Akaev in
March and democratic elections of new leaders.
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RFE/RL also launched regional radio programs for youth in Afghanistan, Iran, and
Tajikistan; for youth in Kazakhstan and Kyrgyzstan; and a regional roundtable program for
the Caucasus (Azerbaijan, Armenia, and Georgia). Radio Farda, a joint service of RFE/RL
and VOA targeted at younger listeners in Iran, remained the most popular international radio
station in Iran despite continued jamming by Iranian authorities. It aired extensive
interviews and on-the-ground coverage of Iran’s June 2005 Presidential election, including
analysis by international experts about the election process. Radio Free Iraq featured
extensive programming in the run-up to the national election in January 2005. Radio Free
Afghanistan featured live interviews with officials and voters throughout the country during
Afghanistan’s October 2004 national election. The most recent weekly reach ratings are
61.6% weekly listenership among adults for Radio Free Afghanistan (17.7 million).

Radio Free Asia

RFA continues to act as a surrogate for local radio in countries where governments prevent
or restrict freedom of the press. RFA broadcasts covered major events in China, North
Korea, Laos, Burma, Tibet, Vietnam, and Cambodia. All RFA programming is streamed on
the Internet in order to reach the largest possible audience. This is particularly important in
China and Vietnam, where governments regularly attempt to jam RFA’s radio signals. RFA
along with IBB Engineering continue anti-jamming efforts through email campaigns in
Mandarin. In addition, IBB Engineering and RFA continue to seek new technology and
research on Internet trends in Asia to counter Internet jamming.

In FY 2005, RFA reported on the death of Zhao Ziyang, former premier and head of the
Chinese Communist Party, and provided extensive coverage of devastating Chinese coal
mine accidents. The Cantonese Service continued coverage of the fallout from the deadly
SARS virus and reported on rising social tensions in China. In Vietnam, RFA has
established an e-mail delivery system that now serves approximately 10,000 addresses daily.
Major media pickups during FY 2005 included several hundred in English such as the
Associated Press, Reuters, BBC, the International Herald Tribune, the New York Times, and
Knight-Ridder syndicate, and several hundred mentions in the Asian-language media of
South Korea, Cambodia, Taiwan, Hong Kong, and exile Tibetan, Vietnamese, Burmese, Lao,
and Uyghur communities.

Middle East Broadcasting Networks (Alhurra, Alhurra Iraq, and Radio Sawa)

Middle East Broadcasting Networks (MBN) continues to strengthen its programming and
technological capabilities as it builds its audience throughout the Middle East. Since
launching in FY 2004, Alhurra and Alhurra Iraq, both 24/7 TV services, provide accurate
coverage of up-to-the-minute news, analysis, and discussion to Arabic speakers across the
Middle East. Audience research conducted in May and June 2005 indicates that over a
quarter of the adult population in Bahrain, Iraq, Jordan, Kuwait, Lebanon, Syria, and the
United Arab Emirates watch Alhurra (ACNielson). Moreover, Alhurra viewers expressed a
keen interest in its news. The station’s credibility rating jumped more than 20 percent in
Egypt, Jordan, and Lebanon between August 2004 and June 2005, and over three fourths of
all respondents expressed high levels of confidence in the reliability of the news. The
research indicates that Alhurra and Alhurra Iraq are building an audience and effectively
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reaching the people in the region. The Middle East press has also begun to recognize the
quality of Alhurra programming and the reliability of its news.

MBN has begun preparation for Alhurra Europe, a 24/7 news and information stream,
designed for Arabic-speakers in Europe. The channel, which will be available via the
popular Hotbird satellite, will include newscasts, talk shows, roundtables and original
magazine programs from Alhurra and Alhurra Iraq. The target launch date for Alhurra
Europe is April 2006.

Atthe end of FY 2005, MBN had completed construction of its main facility in Springfield,
Virginia as well as news facilities in Baghdad and Dubai. It also successfully managed
Radio Sawa’s transition to a new facility in Virginia and the radio network’s organizational
shift to MBN from the BBG. Radio Sawa continues to build a significant audience in the
Arab world by expanding its news and current affairs capabilities to provide more coverage
of the War on Terror, American policies, American values and democracy, the post-war
effort in Iraq and renewed initiatives to achieve progress in the Israeli-Palestinian conflict.
Its all-news website was expanded in 2005. According to a recent audience survey, the
introduction of Radio Sawa broadcasts in Iraq (on FM and medium wave) and Morocco (on
FM) dramatically increased its overall audience. Together with the introduction of FM
broadcasts in Bahrain and Qatar and the “spill over” reception on medium wave in the
region, the measured audience for Radio Sawa has increased roughly threefold in the past
two years — from 7.1 million in July of 2003 to 20.8 million today. In 14 Middle East and
North African countries, Radio Sawa’s weekly audience exceeds the combined audiences for
BBC and Radio Monte Carlo —long considered the standard bearers for international radio in
the Middle East.

Engineering and Technical Services

The Office of Engineering and Technical Services manages and operates the global
broadcast network, satellite feed distribution system, and the 24/7 FMs as well as manages
all IBB information technology support functions, including Internet technical support.
Engineering efforts over the past year continue to support the U.S. government’s mission to
combat terrorism and to deliver critical programs of multiple broadcast elements to diverse
listening and viewing audiences around the world.

The BBG accomplished a number of significant program delivery improvements in FY 2005.
These include: the signing of a country-to-country agreement with Sudan for up to 12 FMs
to be located throughout the country to broadcast Radio Sawa; the introduction of VOA and
RFA Mandarin broadcasts on Eutelsat direct-to-home satellite television and radio; the
establishment of new FM transmitters in key Afghan cities; and a new 24/7 FM in Yaoundé,
Cameroon. Improvements to the transmitter in Tajikistan for broadcasts to Pakistan
continue, including the new 800 kW medium wave transmitter and a new antenna system to
be completed in FY 2006. Engineering maintained and increased BBG’s Internet presence,
upgrading the look and performance of the VOANews.com website. In addition,
Engineering made strides to counter Internet jamming, and worked to establish and improve
e-mail distribution systems to counter censorship activities of countries trying to block
access to our Internet products.



FY2005 Performance and Accountability Report

Agency Direction

The BBG oversees all U.S. funded, non-military international broadcasting, including the
operations of IBB, VOA, OCB, and the three grantees, RFE/RL, RFA, and MBN. The Office
of the General Counsel, Office of the CFO, Director of the IBB, Office of Policy, and Office
of Civil Rights supported agency activities throughout FY 2005.

The BBG conducted the 2005 Language Service Review under a new schedule that enabled
the results of the review to inform the development of the FY 2007 Budget Request. Last
year BBG submitted its first annual PAR on time and underwent its first independent audit of
its financial statements, which received an unqualified (“clean) opinion. In addition, the
BBG conducted an improved Capital Planning Review process and included the Chief
Information Officer function in the process. The agency has also begun implementation of
an e-Travel system and has made significant progress in implementing a new payroll system
to support the Administration’s e-government mandate. The BBG has selected the Defense
Civilian Payroll System and is working with the Office of Personnel Management (OPM),
OMB, and the Department of State to implement the new system in FY 2007.

The agency continues to improve the security of'its I'T operations to more fully comply with
the Federal Information Security Management Act of 2002 (FISMA) and associated
implementing guidance. Both the BBG's 2005 FISMA Report and the Office of Inspector
General’s (OIG) accompanying independent FISMA assessment note significant progress
with FISMA compliance. The IBB has internally realigned its IT functions to more
effectively and efficiently achieve FISMA compliance.

In FY 2005, the Office of Policy launched a new fast-paced, cutting-edge video feature, The
View from Washington. Produced in English with Persian subtitles, it links local and
regional content to global U.S. policy concerns, making the presentation of U.S. policy more
direct, relevant, and credible. There are also two radio versions of this program: one for
VOA Persian and another for VOA Dari, Pashto, Turkish, Kurdish, Urdu, and Bangla. The
Office of Policy is preparing to launch a pilot weekly show, On the Line Presents: A
Woman's World, devoted to presenting independent documentary films that focus on issues
relevant to Muslim women around the world, particularly involving basic dignity and human
rights. Initially, it will be produced in English with subtitles by VOA language services.

Management Directorate

The Management Directorate continues to support the President’s Management Agenda
through several initiatives. The Management Directorate began a detailed analysis of the
BBG’s workforce in FY 2004 that has continued in FY 2005, along with a Human Capital
Survey and a Training Needs Assessment. The use of electronic procurements and
performance based contracting is being expanded and modernized within the Office of
Contracts.

Program Support
The Office of Marketing and Program Placement (OMPP) continued to market a growing
variety of BBG programs through advertising and promotional campaigns in FY 2005.
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Throughout the year, OMPP placed programming in strategically important areas. With the
placement assistance of OMPP, VOA launched a radio stream aimed at Pakistani youth in
rural areas, where the majority of the population lives. OMPP is currently involved in the
new VOA television initiative to be launched within the first quarter of FY 2006. Other
significant achievements included new affiliate agreements for both RFE/RL and VOA
services to the Ukraine and UKV affiliate agreements for RFE/RL Russian. The Office of
Performance Review conducted annual program reviews of the VOA language services and
Radio and TV Marti to evaluate program quality and effectiveness. The Office of Research
and Office of Public Affairs continued their work to support international broadcasting
activities.

Office of Cuba Broadcasting (Radio and TV Marti)

The Office of Cuba Broadcasting (OCB) continues to provide coordinated management of
the Radio Marti and Television Marti. Radio and TV Marti continued to pursue their
mission to provide a reliable source of news and information that is accurate and objective,
and to promote freedom and democracy in Cuba. In FY 2005, OCB implemented a
reorganization, under which all OCB activities fall under three major offices reporting to the
Director, OCB: Administration, Broadcast Operations, and Technical Operations. The all
news and information format of Radio Marti, broadcast 24 hours a day, six days a week, and
18 hours a day, one day a week, has allowed Radio Marti to respond more quickly to
breaking news, and to provide in-depth coverage of major events. During FY 2005, Radio
and TV Marti joined efforts, producing combined broadcasts of major news events, and
special interviews and reports, thus more effectively utilizing OCB resources.

10
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President’s Management Agenda

In 2001, the President established the President’s Management Agenda (PMA) for improving the
management of the Federal government. This plan focuses on five areas targeted for improvement
across the Federal government: human capital, competitive sourcing, e-government, financial
management, and the integration of budget and performance. The BBG has made substantial
progress on each PMA initiative. The following is a summary of our progress in FY 2005.

Strategic Management of Human Capital

The Management Directorate has developed a comprehensive Human Capital Strategy based upon
two goals: (1) Effective Human Capital Planning and Operations, and (2) a Skilled, Agile, and
Motivated Workforce. The Management Directorate began a detailed analysis of the BBG’s
workforce in FY 2004 that has continued in FY 2005, along with a Human Capital Survey and a
Training Needs Assessment. These were linked to the agency’s strategic plan and used in
developing and pursuing comprehensive Human Resource strategies for shaping, recruiting, training,
retaining and leading our workforce in carrying out its mission. The agency expanded recruiting
efforts by seeking partnerships with universities and professional organizations.

To meet the need for changing skills, the BBG obtained and is utilizing Voluntary Separation
Incentive Payments (buyouts) and an extension of the agency’s Early-Out Authority. The agency
expanded its use of the USA Staffing automated staffing system to streamline and expedite
recruitment. A variety of means are being used to attract skilled employees, including: entry level
hires, full performance level hires, paid interns, co-ops, volunteer interns, Presidential Management
Fellows, fellowships, consultants, experts and student hires. Selective use of recruitment bonuses,
advanced in hire salary, and the new authority that provides up to seven additional days of leave for
outstanding candidates new to the Federal government is being used to aid in recruitment.

A new performance appraisal system was introduced for members of the Senior Executive Service
that expands performance accountability.

Significant progress has been made in meeting BBG workplace space obligations under union
agreements, with the final office space upgrades completed in the fall of 2005. These renovations
resulted in the various language services being physically proximate to their organizational structure,
greatly enhancing efficiency and cooperation. The agency continues to chair a Building Security
Committee to coordinate effective security procedures for all employees.

Competitive Sourcing

Last year’s FAIR Act submission reflects a commitment to finding the best possible means of
accomplishing our mission. Contracting has been used, when appropriate, to accomplish new
broadcasting initiatives. The agency is seeking legislative authority to expand its authority to
employ personal services contractors in lieu of expanding FTE where appropriate.
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Property Management

The agency is reviewing and improving its property management systems to ensure proper
management of these resources. Procedures for managing both capitalized and non-capitalized
property have been developed and implemented.

Expanded Electronic Government

The BBG has made significant progress in implementing a new payroll system to support the
Administration’s e-government mandate. The BBG has selected the Department of Defense’s
Defense Civilian Payroll System and is working with OPM, OMB, and the Department of State to
implement the new system in FY 2007. The use of electronic procurements and performance based
contracting is being expanded and modernized within the Office of Contracts.

The agency also joined with the Department of State and the U.S. Agency for International
Development (USAID) in their selection of CW Government Travel (CW) as its official travel
service center. The selection of CW, an industry leader in e-Travel initiatives, supports the PMA.
CW will also implement its E2 Solutions product to provide online booking and online vouchering
services to the BBG during FY 2006.

Improved Financial Performance

The BBG currently has a cross-servicing agreement with the Department of State for its financial
management system. During FY 2005, the BBG continued to improve its financial management
system by utilizing automated tools for payroll accruals, improved tracking of overseas transactions,
improved financial reporting, and improved utilization of reporting tools. For example, the BBG
made improvements to its travel program to streamline, consolidate, and standardize processes.
Standard procedures were implemented to track and recover outstanding travel vouchers and
advances, and notifications of reimbursements and repayments were established and distributed on a
daily basis. The BBG increased its rebate from the government-wide purchase card program three-
fold through electronic invoicing and payments.

The BBG is in compliance with Federal accounting principles and standards and met all Treasury
and OMB financial reporting requirements in FY 2005.

The BBG continued to offer financial management training to its financial, program and
administrative staffs. This training reinforced financial system controls, regulatory compliance, and
budget formulation and execution requirements.

Budget and Performance Integration

The BBG made significant progress in FY 2005 in integrating performance goals, including annual
objectives and measures, with budget requests and financial management. Beginning with the
formulation of the FY 2006 budget, the agency has included performance information to
demonstrate the relationship between the agency’s budget and strategic plan, implementation
strategies, and performance targets. Efforts to integrate performance and budget information
expanded again for the FY 2007 Budget Request when the BBG conducted the 2005 Language
Service Review under a new schedule that enabled the results of the review to inform the
development of the FY 2007 budget, including extensive information on performance goals and
targets for the requested enhancements and linking them to the BBG strategic goals.
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FY 2004 was the first year the BBG prepared the PAR and conducted a financial statement audit,
which was submitted on time and received an unqualified opinion on its balance sheet. The BBG
also conducted an improved Capital Planning Review process, including the Chief Information
Officer function in the process.

The Office of the CFO, including the Office of Financial Operations, the Budget Office and the
Office of Strategic Management, facilitates the agency’s on-going effort to integrate performance
information with budget and financial information. The Budget Office works closely with the
program offices to formulate and execute the budget and financial plans, monitors implementation of
the financial plans by program, and conducts quarterly reviews of the status of funds to ensure that
the funds meet each program’s requirements and objectives. Also, each BBG entity is required to
report on GPRA performance information annually, to set targets for future years and report on
current year results.

The BBG continues to build a portfolio of program level strategies and annual performance plans
linked to the agency’s strategic goal, performance indicators and resources. A more detailed
explanation of our progress as demonstrated through the OMB’s Program Assessment Rating Tool
(PART) evaluations is included in the Performance Section of this report.
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On-going Challenges

Broadcast Environment

Beyond the challenge of attracting large audiences in competitive media environments that any
broadcasting organization faces, the BBG broadcasts to parts of the world where freedom of the
press is often suppressed or denied. Because the BBG also broadcasts to countries and regions that
lack democracy or are in the process of transitioning into democracy, this means working in
politically unstable environments. Changes in the leadership and policies of host country
governments may impact where and how we broadcast. The BBG relies on agreements with host
governments for program delivery and access to local radio and TV affiliates. When the political
climate or the leadership of a country changes, our ability to continue broadcasting may also change.
The BBG broadcasts across borders to listeners, especially to countries where we cannot establish
our own stations or arrange for local affiliates. In some countries that seek to suppress a free press,
radio and television signals and Internet content are blocked, requiring us to seek transmission
enhancements to overcome the jamming.

Another challenge for the BBG in meeting its primary strategic goal of reaching significant
audiences in support of U.S. strategic interests is to deliver programs to target audiences in the
medium that they prefer. These media include: radio via shortwave (SW), medium wave (MW), or
FM; television via terrestrial cable or direct-to-home satellite; and the Internet. As audiences gain a
wider range of media choices, their preferences shift to FM and television. This poses a particular
challenge to the BBG. Unlike shortwave, medium wave and direct-to-home satellite television,
these program delivery methods require the cooperation of the host country’s government. If the
BBG is unable to gain access to in-country FM, cable or terrestrial television frequencies, it will lose
the ability to reach significant populations.

The BBG faced a number of broadcasting and delivery challenges during the past year. RFE/RL’s
programs were removed from a nationwide radio network in Kyrgyzstan prior to the country’s
crucial parliamentary election campaign. In Uzbekistan, a quasi-governmental entity set up to
manage all private and independent media, essentially nullified all existing IBB contracts with
television stations carrying VOA Uzbek and Russian language programs. VOA Uzbek ceased its
radio broadcasting in 2004, redirecting its resources to television programming. However, in FY
2005 most of the station affiliates dropped VOA television programs. After the uprising in Andijon
and the crackdown on international media that followed, only cross-border broadcasting into
Uzbekistan was viable. In June 2005, VOA relaunched its radio broadcasts to Uzbekistan, including
a daily 30-minute show on SW, MW, and an FM frequency from near the border with Uzbekistan.

The BBG also faced significant challenges in reaching Ukraine at the beginning of the fiscal year.
In February 2004, Ukrainian authorities pressured RFE/RL's nationwide rebroadcasting partner to
drop RFE/RL programs in the run-up to the country's hotly contested presidential election. In
response, before the December vote, the BBG secured selected new rebroadcasting agreements with
individual local radio stations. RFE/RL strengthened its partnership with the only independent
nationwide cable television network at the time, Kanal 5, expanded its Ukrainian Internet site, and
began distributing news via mobile phone in Ukraine. During this same period, VOA Ukrainian
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jointly produced a daily satellite link with Kanal 5 and launched a daily, 15-minute live television
news program. As Ukraine’s media market has opened up, the BBG now faces the new challenge of
remaining a player in a competitive market that now offers viewers different choices.

To meet the challenges in the changing Russian broadcasting environment, the BBG continues to
seek access to the broadcasting delivery methods that reach potential listeners on the wave bands
they prefer. In FY 2005, RFE/RL placed daily programming on an UKV (Eastern FM) station in St.
Petersburg, which is the most popular frequency in Russia, and modernized its Russian radio
programming to attract new listeners. As political pressure on the major television networks has
increased, VOA has found that regional stations located further from the political pressures of
Moscow are more willing to carry VOA programming, and is working to place programming
accordingly. Following the issuance of warning letters by the Russian government regarding
possible licensing violations for the rebroadcast of foreign programming on television and radio
stations, the BBG is working with individual stations to find terms under which they can continue to
carry VOA and RFE/RL programs.

Finally, the current security situation in many countries poses an additional challenge to program
delivery. While the establishment of facilities for Radio Free Afghanistan, Radio Sawa, and Alhurra
Television is a critical component of the agency’s mission, the unstable security situation in the
Middle East and other regions makes this difficult. As a result, the BBG must remain flexible,
adapting and responding to rapidly changing situations on the ground that impact both our daily
operations and our plans for the future. Primary challenges facing the Middle East Broadcasting
Networks include the completion of the terrestrial broadcasting network for Alhurra Iraq as well as
procurement of additional FM transmission capability for Radio Sawa in Saudi Arabia, Algeria,
Egypt, and in key cities in Iraq as security conditions permit.

Infrastructure

Over the past several years, and especially since 9/11, the agency has focused its energy and
resources on creating new programs to support U.S. national security requirements. The expansion
of programming has placed a strain on the infrastructure in two ways. First, the BBG has
historically had limited funding for maintenance of its worldwide physical plant, and this funding
has been further stretched in recent years to accommodate urgent new priorities. Second, as
broadcast hours and programming have expanded, the demands on the existing infrastructure have
grown. New infrastructure must be established and maintained along with the existing
infrastructure, and this maintenance is further complicated with the advent of digital technology.
While digital technology provides the highest quality production capabilities and increased
opportunities for improved efficiencies, the equipment requires a more stringent replacement and
upgrade cycle to meet industry standards. As the pace of obsolescence accelerates with new
technologies, vendors discontinue support for older systems and repairs or upgrades become difficult
or even impossible. Given these constraints, the BBG strives to judiciously allocate resources to
address the most critical infrastructure requirements as well as annual, recurring technical
infrastructure requirements and one-time projects.

In light of the ongoing War on Terror, the present security situation requires that the BBG take
appropriate caution in safeguarding its infrastructure and property. Following the terrorist attacks of
September 11, 2001, general threat assessments by a variety of U.S. government agencies continue
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to emphasize that RFE/RL’s current site in Prague is vulnerable to terrorist attack. In response, the
BBG has taken steps to relocate its Prague office.

The BBG must also respond to natural disasters that can damage our technical infrastructure. When
such events occur, it is necessary to respond as quickly as possible to prevent interruptions in our
broadcasting capabilities. For example, in July 2005, Hurricane Dennis destroyed the TV Marti
aerostat. The BBG is evaluating options for maintaining an airborne transmission platform.

The growth of television programming requirements has also strained the BBG’s satellite delivery
network infrastructure. New television requirements largely drive the capacity needed for the global
delivery network. The addition of more BBG television programming, particularly during prime
hours in a region, has stretched the current network capacity to its limits. Future TV growth,
necessary to achieve a competitive presence in critical media markets, requires a corresponding
expansion in the global delivery network infrastructure.

The BBG strives to use the most effective mix of media to reach the largest audiences in targeted
areas. Ongoing realignment of the global network infrastructure helps to keep the most appropriate
assets close to the audiences that these resources can best serve. Historically, BBG has maintained a
global shortwave broadcasting network to reach audiences almost anywhere in the world and to
respond quickly to urgent surge and crisis broadcasting requirements. As shortwave listenership
declines in some regions, BBG has downsized or closed a number of transmitting stations and
moved usable assets to other areas where they can provide valuable service for years to come.

Management
Management challenges include transitioning our payroll and finance systems over the next few

years while ensuring that on-going operations and financial management are not adversely affected.
The BBG has been working closely with the relevant Federal agencies, including the Department of
State and OPM to ensure a smooth transition occurs.

Key challenges in achieving full compliance with FISMA (Federal Information Security
Management Act of 2002) requirements include the changing scope of the FISMA regulations and
the cost of the infrastructure modifications associated with the regulations. For example, the July
2005 mandate to convert from the Internet protocol version 4 to version 6 involves a substantial
planning and execution effort over the next two years, and may involve replacement of the old
version 4 infrastructure and equipment; however the instructions were issued too late to address the
resource needs in the 2006 budget process.

Furthermore, the agency must have a workforce equipped with the skills necessary to accomplish its
international broadcasting mission. Another management challenge is to balance the recruitment and
hiring of new employees with needed skills to counter the expected surge in retirements. We must
retain those who have the experience and necessary skills, and retrain those whose skills have
become outdated. New technologies and broadcast methods in the audience’s preferred media will
also pose further requirements to reshape, recruit, or retrain the BBG’s workforce. For example,
RFE/RL has identified the need to provide bureau staff, including language service staff and
freelancers assigned to the bureaus, with additional professional and technical training. Improving
employee multi-media skills is especially important as RFE/RL transitions to a multi-media
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organization with an increased focus on producing programming on-site in the bureaus.
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United States Department of State
and the Broadcasting Board of Governors

Inspector General
October 24, 2005

Mr. Brian Conniff

Executive Director

Broadcasting Board of Govemors
330 Independence Avenue, S.W.
Room 3360

Washington, D.C. 20237

Dear Mr. ConnifF:

The enclosed document is submitted in response to your request for Department of State
Office of Inspector General (OIG) input for the Broadcasting Board of Governors’ (BBG)
FY 2005 Performnance and Accountability Report. The statement represents OIG’s
assessment of BBG’s major management and performance challenges for the fiscal year.
If you have any questions concemning the attached statement, pleasn.: contact John Lange,
Deputy Inspector General, who can be reached at (202) 663-0362.

Sincerely,

Howard J. Krongard

Enclosure

Address correspondence to: U.S. Department of State, Office of Inspector Genersl, Washington, D.C. 20522-0308
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U.S. Department of State
Office of the Inspector General Statement for the
Broadcasting Board of Governors'
FY 2005 Performance and Accountability Report

Management Challenges:
Human Capital

BBG has made important strides in improving its human capital management since OIG

issued Repot Number IBO/A-03-02, Review of Strategic Management of Human Capital

and Workforce Planning Initiatives. The 2004 Federal Human Capital Survey (FHCS) for BBG
suggests that the relationship between employees and management at the agency is of particular
concern. There continues to be room for improvement regarding the 2004 FHCS benchmarks on
such matters as employee morale and overall working conditions. Another human capital issue,
highlighted in the OIG report, is the prospective retirement of a significant amount of the
workforce and the need to ensure retention of critical skills.

Television Production and Distribution of Programming

The theme of the BBG's strategic plan is "Marrying the Mission to the Market." BBG is involved for
the most part in radio, television, and the Internet. BBG's international polling data indicates that
shortwave listening audiences worldwide are in decline with most listeners showing a clear
preference for FM. Another significant trend is for television viewing to increase and displace a
portion of the radio market. BBG and its legacy agencies have over six decades of radio experience,
especially in shortwave. However, the challenge is to marry the BBG mission to the television
market. One of the challenges in accomplishing this is the expense involved. The agency has
established an all-day, all-week television presence in the Arab-speaking Middle East and is
incrementally trying to increase its television presence in other markets, at the risk of losing
markets and missing market opportunities.

Need for Improved Metrics of Performance Results

Since the issuance in 2001 of 0IG Report Number 01-FP-R-042, Review of the Broadcasting Board
of Governors Audience Research Program, both OIG and the Government Accountability Office
have pointed out the need for BBG to have improved metrics. In its strategic plan BBG has said
that it will become a research-based agency, and it is moving in that direction. Resources for
research have steadily increased and more decisions are being informed by research. Although
BBC has improved in terms of measures of its activity or outputs, when it comes to determining
impacts or outcomes the agency continues to grapple with how to resolve this issue.
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Need for Internal Controls (especially a single system for tracking inventory and for
improved preventive maintenance at selected shortwave transmitting stations)

In September 2002, OIG issued Report Number IBO-A-02-03 Review of the
Broadcasting Board of Governor's Controls on Domestic Personal Property. Since then,
the agency still has not developed and adopted an agency-wide, single-property
management software application. International Broadcasting Bureau employees who
manage the agency's property have continued to express concerns about internal control
vulnerabilities under the present situation.

As reported in OIG Report Number ISP-IB-05-69, The International Broadcasting
Bureau's Greenville, North Carolina Transmitting Station, preventive maintenance at the
aging transmitting station is a matter of concern. OIG is concerned that other sites may
also be inadequately maintained.
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BROADCASTING BOARD OF GOVERNORS
UNITED STATES OF AMERICA

November 14, 2005

The Honorable Howard J Krongard
Inspector General

Office of Inspector General

U.S. Department of State
Washington, D.C. 20522-0308

Dear Mr. Krongard:

Thank you for your memorandum of October 24, 2005 regarding the management and performance
challenges facing the Broadcasting Board of Governors (BBG) in FY 2005. The BBG has reviewed
your report and provides its responses to OIG’s findings and recommendations. We appreciate the
recognition of BBG’s noted improvements and achievements throughout the fiscal year and are glad to
have this opportunity to describe additional ways in which the BBG strives to make continual progress.
The following describes the actions the BBG is taking to address the management and performance
challenges identified by your office.

Human Capital

The BBG has continued to strengthen its human capital management. It recently completed the first
edition of its Human Capital Plan, which includes an analysis of its current workforce and
comprehensive, integrated strategies for meeting the challenges facing the agency and providing the
agile, skilled, diverse and well-led workforce necessary to achieve the Board’s strategic goals. This
Plan incorporates recruitment, retention and training strategies for dealing with the anticipated
retirement of a large portion of the BBG’s current workforce. The Plan also includes renewed use of
Buyouts and Early Retirements for reshaping its workforce and acquiring needed new skills. The BBG
approved a total of 137 buyouts over the past three years to accomplish required staffing reductions and
the move of Radio Sawa to the Middle East Broadcasting Networks without the disruptions of
reductions in force and to acquire new skills required in areas such as television, Internet, and digital
broadcasting technology.

The Board additionally is sponsoring a comprehensive review of the structure, coordination, and
efficiency of the IBB and VOA. It will use results of this study to help direct future improvements. The
BBG is using the feedback provided by Federal Human Capital Survey to guide its Human Resource
strategies and is taking a number of steps to address the underlying employee concerns, including
implementing a new Senior Executive Service Appraisal and Compensation System which stresses
leadership and links executives’ compensation to their success in achieving organizational performance

21



FY2005 Performance and Accountability Report

objectives, initiating a new, comprehensive leadership training program, and renewing its commitment
to setting performance expectations and completing performance appraisals of staff members in an
effective and timely manner.

Television Production and Distribution of Programming

As we mention in our management challenges section, we recognize that one of the main challenges in
meeting our primary strategic goal of reaching significant audiences is to deliver programs to target
audiences in the broadcast medium that they prefer. Increasingly, this means television. While
television is a relatively new medium for the BBG, the agency has taken steps to establish television
expertise within the agency. For example, the BBG is currently undergoing a comprehensive review of
the structure, coordination, and efficiency of VOA and IBB to assist the Board in directing future
improvements. This review includes looking at the resources dedicated to VOA television. Also, the
agency opens its recruitment of new employees in the television functions to “all qualified candidates”
to ensure that the most qualified television employees are hired.

The BBG now has close to three years experience operating Alhurra and Alhurra-Iraq, each a 24/7
television channel. In addition, as VOA expands its television programming, the BBG is developing a
better understanding of the resources required to support television. The BBG through its on-going
research efforts, is also developing a deeper understanding of the targeted audience's preferences and is
improving the integration of this information in the development of new program initiatives.

Need for Improved Metrics of Performance Results

The BBG continues to refine and explore new performance goals that can better measure overall impact
and progress towards achieving our desired long-term outcome-- marrying the broadcasting mission to
local media markets. The BBG’s first strategic plan serves as the roadmap for this core strategy while
individual performance plans with key performance measures and goals have strengthened linkages at
all levels to the mission, strategic goals and performance goals.

The BBG is making significant strides in streamlining and integrating strategic and budget planning.
For example, the annual Language Service Review (LSR) was conducted for each of the agency’s 56
broadcast languages under a new schedule that enabled the results of the review to inform the
development of the FY 2007 Budget Request, including extensive information on performance goals
and targets for the requested enhancements and linking them to the BBG strategic goals. The
performance data gathered through this analytical process are in line with GPRA measures, internal
Program Reviews and PART evaluations.

Since the PART began, the BBG has significantly improved its ratings from “Results Not
Demonstrated” in FY 2002 to “Moderately Effective” for all programs in FY 2003 and FY 2004. This
steady improvement is due in large part to significant progress in strategic planning, budget and
performance integration at all levels. Our goal is to integrate budget and performance information
throughout all levels of the BBG.
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Need for Internal Controls (especially a single system for tracking inventory and for improved
preventive maintenance at selected shortwave transmitting stations)

In response to the OIG report IBO-A-02-03 Review of the Broadcasting Board of Governor's Controls
on Domestic Personal Property, the BBG established a working group to review agency requirements
for a property management system. This group recommended the implementation of a single property
management system for domestic property. In FY 2005, the BBG purchased a database package, which
has been implemented for domestic property management. To continue to improve the overall
accountability of property, specific timelines have been set for quarterly reporting and for conducting
annual physical inventories. In addition, the capitalized property is included on the agency financial
statements, which are subject to an independent audit.

The BBG agrees that adequate maintenance and repair of its facilities is critical and is working to
address preventive maintenance at its transmitting stations. The Office of Engineering has developed a
multi-year maintenance and repair plan that is updated annually to ensure that the highest priority and
most critical maintenance projects are completed. The BBG has improved its capital planning process
over the last few years and as part of the annual budget process, conducts a review of the agency-wide
technical and capital infrastructure to identify key gaps. This information is utilized in the development
of the budget. The BBG also utilizes existing equipment and staff expertise as much as possible to
maintain its facilities in the most cost-effective manner possible.

We thank you again for the opportunity to provide our comments.

Sinc ,

Brian Conniff
Executive Director

23



FY2005 Performance and Accountability Report

Management Controls, Systems, and Compliance with Laws and Regulations

The BBG is committed to establishing and maintaining effective and efficient internal controls. In
FY 2005 the BBG conducted an internal control review and the agency will conduct ongoing
reviews of internal accounting and administrative control systems. The results of these reviews, as
well as consideration of audits, evaluations and reviews conducted by the U.S. General
Accountability Office (GAO), the Office of Inspector General (OIG) and other outside entities, are
used as a basis for the BBG’s reporting on the condition of the agency’s internal controls.

The Federal Managers’ Financial Integrity Act (FMFIA) of 1982 (P.L. 97-255) is designed to
provide reasonable assurance that agencies institute management accountability and internal controls
that ensure:

. programs achieve their intended results;

o effective use of resources consistent with the agency’s mission;

o proper safeguarding of programs and resources against waste, fraud, and
mismanagement;

o reliable and timely information to support decision making; and

. compliance with laws and regulations.

The program and office directors annually report to the Chairman on compliance with the
requirements of the Act related to their programs. Based on these reports, the Chairman prepares an
annual statement on compliance of the agency’s system of internal controls with the requirements of
the Act.

Reports to the Chairman are based on annual management control reviews that are completed for
each program or office of the agency. The management control reviews are based on two
components of compliance with the Act:

J Program and administrative compliance; and
o Financial management systems compliance.

According to Part III of OMB Circular A-123, “a deficiency should be reported if it is or should be
of interest to the next level of management. Agency employees and managers generally report
deficiencies to the next supervisory level, which allows the chain of command structure to determine
the relative importance of each deficiency.” Deficiencies in controls that are identified during the
management control review process must be included in the management control review reports.
The report should describe the deficiencies and an action plan for correcting them.

The BBG’s standards incorporate the GAQO’s Standards for Internal Controls in the Federal
Government. Good internal control systems are essential for ensuring the effective conduct of BBG
business and the accomplishment of management objectives. All internal control systems should be
reviewed periodically because these systems have inherent limitations and should not be relied upon
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to provide absolute assurance. In addition, changes in regulations and organization may also require
adjustments to the internal control systems.

As a result of the FY 2005 review the BBG identified the following material weaknesses, high
vulnerability areas, and matters for continued monitoring. For the purposes of this report, a
weakness is material if it violates statutory or regulatory requirements; significantly weakens
safeguards against waste, loss, unauthorized use of funds, property or other assets; significantly
impairs the mission of the BBG; or merits the attention of the Chairman, the BBG or Congress.
BBG management has designated a high vulnerability issue as a high-risk area with identified
deficiencies and less than effective internal controls. These areas warrant special attention of
management, with the need to strengthen controls.
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Material Weakness

Corrective Action

Federal Procurement Policies and

Procedures

Warranted “Purchasing
Activities” that are located
both at IBB Headquarters in
Washington, DC and at various
field locations are not
consistently following Federal
procurement policies and
procedures in procuring
supplies and services.

1)

2)

3)

Office of Contracts (M/CON) has begun to
conduct a set of “Procurement Compliance
Reviews” of both IBB Headquarters and field
Purchasing Activities to identify non-
conforming procurement actions. M/CON will
make on-the-spot corrections of non-compliant
procurement documents at the reviewed
locations whenever possible.

A “Master-checklist” containing the specific
items and/or documents to be physically viewed
during the review as well as the proposed
Compliance Review schedule was completed by
September 30, 2005.

M/CON will also issue at least one written
report for one IBB Headquarters Purchasing
Activity over the next year.

Federal Purchase Card Program

Citibank “Purchase
Cardholders” located at both
IBB Headquarters in
Washington, DC and various
IBB field locations are not
consistently following Federal
procurement policies and
procedures regarding Federal
Purcha