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DEPARTMENT OF THE TREASURY
WASHINGTON, D.G. 20220

DRFICE OF _
INSPESTOR GENERAL Cotober 21 t, 20095

WIEMORANDUM FOR DAVID A, LYBRIK, ACTING DIRECTOR
UNITED STATES MINT

}[,'.?ﬂ ,—*
FROM: . William H. Pugh ix‘ S A i

Deputy Assistant inspector qenera for Financial
Management and Information Technology Audits

SUBRJECT: Audit of the United States Mint's Scheduie of
Custodial Goid and Sitver Reserves zg of
September 30, 2008 and 2004

The attached report presents the results of our audits of the United States Mint/
{Mint} Scheduie of Custedial Goid and Siiver Reserves (Custodial Schadule) as of
September 3C, 2008 and 2004, The Custedial Schaduis is the responsibility of the
Mint, We conducted our audits in accordance with Government Autiting Standards,
issued by the Comptrolier General of the United States,

We rendered an unqualified opinion on the Custodial Scheduie as of Seprember 30,
2008 and 2004, in addition, our report contains no reportabie conditions reiated 1o
internal control, and no instances of noncompiiance with laws and reguiaiions that
could have a direct and material effect on the Custodial Scheduls,

The results of our audits will bs used by KPMG LLP, an independent pubiic
accountant, whe is performing the audit of the Mint's Fiscal Year 2005 financial
statements. in addition, copies of our report are baing provided to the Secretary of
the Treasury, the Treasurer of the United States, and the D Department of the
Treasury’'s Chief Finangial Officar,

Your staff has reviewed our report, and has no comments, Should you heve any
astions, piease contact me at (202} 927-5400 or Michasl Fitzgerald, Director,
rinancial Audits, at (202) 927-5788.
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Report of the
Office of Inspector
General

The Department of the Treasury
Cffice of inspector General

To the Acting Director of the United States Mint:

We have sudited the accompanying Schedule of Custodial Gold and
Silver Reserves {Custodial Scheduie) of the United States Mint
{Mint) as of September 30, 2005 and 2004, This report presaents
our unaualified opinion on this Custodial Scheduie. Our audit
disclosed no material weaknesses and no instancss of reporiable
noncompliance with laws and reguiatione,

Wianagement's Responsihilities

Managsment is responsible for: (1] preparing the Custodial
Schedute in conformity with accounting principles generaily
accepted in the United States of America; {2) establishing and
maintaining intsrnal controt; and (3) compiying with laws and
regulations applicable 10 the Mint's custodial responsibiiities for the
Gold and Silver Reserves,

Scops of Audits

-We conaucted our audits In accordance with Government Auditing
Standards, issued by the Comptrolisr General of the United States,
Those standards require that we plan and perform the audits to
cbtain reasonabie assurance about whether the Custodial Scheduis
: ¢ of material misstatement, An audit includes BXamining, on a
test basis, avidence supporting the amounts and disclosures in the
Custodial Schedule. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as wail as evaluating the overall Custodial Scheduie

Audit of the Uhiéad Stutes Nint's Schedule of Custodial Gold and Siver
Reserves as of September 30, 2008 and 2004 (O1G-08-003)
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oresentation. Qur responsibility is 1o express an opinion on the
Custodial Schedule based on our audits. We believe that cur audits
pravide z reasonable basis for owr opinion and our conclusions an
internal control and compliance with laws and reguiations.

irn planning and conducting our audit of the Mint's Custodial
Schedule, we considered internal control ever financial reporting,
Specificaily, we obtained an understanding of the design of the
Mint's internal control reiated to the Custodial Scheduls.
determined whether these internal controls had been placed in
operation, zssessed control risk, and performead tests of conirols in
order to determing our auditing procedures for the purpose of
exprassing our opinien on the Custodial Schedule and not o
provide assurance on the internal control over financial reporting.
Conseguently, we do not provide an opinion on such control.

As part of obtaining rezasonable assurance about whether the
Custodial Scheduis is tfree of material misstatement, we performed
tests of the Mint's compiiancs with certain provisions of laws and
regulations, noncompliance with which could have a direct and
material effect on the determination of Custodial Scheduls
amecunts. We limited our tests of compliance to thess orovisions
and we aid not test comphance with all laws and reguiations
applicabie 1o the Mint. We caution that noncompliance may occur
and not be getected by these tests and that testing may not bs
sutficient for other purposes. Providing an opinion ot compliance
with laws and regulations was not an objsctive of our audit anc,
accordingly, we do not express such an opinion.

Hesuits of Audits
Opinion on the Custodial Scheduie

inoour opinion, the accompanying Custedial Schedule presents
fairly, in all material respects, the balance of the United Statas’

Goid and Silver Resarves in the custody of the Mint as of

Audit of the United States Mint's Schedule of Custodial Gold and Shiver
Reserves as of September 30, 2006 and 2004 (01G-068-003)
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nal Control

September 30, 2005 and 2004, in conformity with accounting
principies generally accepted in the United States of Amearica.

internal control is a process, effected by management and ather
parsonhel, dasigned to provide reasonable assyrance that the
joliowing cbijectives are met;

« Reliability of financial reporting - transactions are propetiv
recorded, processed, and summarized to permit the
preparation of the Custodial Schedule in accordance with
ascounting principles generally acceptad in the United States
of America, and the safeguarding of assets against lose from
unauthorized acguisition, use, or disposition: and

p]

have a2 direct and material effact on the Custodial Schedyis,

« Compliance with applicable laws and regulations that could

Because of limitations inherent in any internal control, errors or
fraud may occur and not be detecred. Also, projaction of anv
svaluation of internal control to future periods is subject to the risk
that internal control may become inadeguate because of changes in
conditions or that the effactiveness of the design and cperation of
policies and procedures may detariorate,

Cur consideration of internal control ever financial reporting would
not necessarily disclose all matters in the intsrnal control over
financial reporting related to the Custodial Schedule that might be
matenial weaknesses. A material weakness is & reportabie
condition in which the design or gperation of ocne or more of the
internal control components doss not raduce to & relatively low
level the risk that misstatements caused by errors or fraud in
amounts that would be matsrial in relation 1o the Custodial
Scheduie being audited may ococur and not be detectad within a
timety period by smpioveess in the normal course of performing ther
assigned functions. However, wea noted no matters invoiving the
internal controf over financial reporting related 1o the Custodial
Schedule and it operation that we consider to be matearial
weaknesses as defined above, '

Audit ot the United States Mint's Scheduie of Custodial Goid and Silvar I
Reserves as of September 30, 20058 and 2004 (01G-06-003;



Compliance with Laws and Regulations

The results of our tests of compliance with laws and reguiations
disciosed no instances of noncompliance that are reguired 1o be
raported under Governmant Auditing Standards.

We have reviewed our report with the financial management of the
Mint. Based on mutua! agreement, we are issuing this report as
final. Should you or your staff have any guastions, vou may
contact me at (202} 927-85400, or Michsel Fitzgerald, Diractar,
Financial Audits, &1 (1202) 827-5788, We appreciate the
cooperation and the courtesy extendsd 1o our statf,

This report is intended solely for the information and use of the
management of the Mint, the Department of the Treasury, the
Office of Management and Budgst, Congress, and KPMG LLP, and
ie not intended to be and should not be used by anyone other than
these specitied parties. Howsaver, this report is availabie as a
matier of public record.

' A4
/ A Y . Z‘“’" L
Wiiliarm H. Pugh
Deputy Assistant ins

and information 7
October 7, 2005

ector General for Financial Managemens
chnology Audits

A
8

Audit of the United States Mint's Schedule of Custodial Gold and Silver
Reserves as of September 30, 2000 and 2004 (QIG-06-003)
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Appendix 7
Major Contributors to This Raport

Financial Audits Division

Michae! Fitzgerald, Director
Susan Barron, Audit Manager
Donna Joseph. Audit Managsr
Catherine Yi, Auditor

Shiels Michel, Auditor

Nakita Parker, Auditor

Audit of the United Stares Mint's Schaduie of Custodial Golg and Shver
FReserves as of Seprember 30, 2008 and 2004 10i1G-06-003)
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The Department of the Treasury

Sscretary of the Treasury

Treasurer of the United States

Agsistant Secretary for Management and Chief Financial Officer
Dirgctor, Office of Accounting and internal Controt

United States Mint

Audit of the United States Mint's Schedule of Custodial Bold and Silver
Reserves as of Sepiembear 30, 2008 and 2004 101G-06-003)
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DEPARTMENT OF THE TREASURY
UNITED STATES MINT
SCHEDULE OF CUSTODIAL GOLD AND SILVER RESERVES
AS OF SEPTEMBER 30, 2005 AND 2604
(AN THOUSANDS)

CUSTODIAL GOLD AND SILVER RESERVES 285 2004
United States gold and sitver reserves (Note 2) 810,364,687 510,364,657
Liability to Treasury (MNote 2} $10.364.687 510.364,687

Met gold and silver reserves custodial position b 0 5 i

Th

1e accompanying potes are an mregral part of this Schedule,



DEPARTMENT OF THE TREASURY
UNITED STATES MINT

NOTES TO THE SCHEDULE OF CUSTODIAL GOLD AND SILVER RESERVES

AS OF SEPTEMBER 30, 2005 AND 2004

Mote 1. Summary of Significant Accounting Policies

Note

Heporting Entity

The United States Mint, established in 179Z, s an integral part o the Department of the Treasury
The mission of the United States Mint 18 to meanufacture coing for zenera] circulation. In addition

to marufacturing circulating coing. the Untted Stares Mint manufacryres numismatic produets,
including medals, proof coms, uncireulared coins, bullion coins (gold. platinum, and siiver). and
COMmMEmOrative coins. These manuiacturing operarions are reported in the United States Mit

j§ &)
financial statements, The United States Mint is also the custodian of 2 significant portion of the
Ugited States’ goid and siiver reserves. The United States Mint uses the term custodial to
identify gold and silver reserves hetd for the United States Treasurv, The custodial reserves are
not assets of the United States Mint, but are assets of the United Stares Treasury,

The United States Mint's Public Enterprise Fund {PEF) funds all custodial activities, ineluding
the protection of the United States’ gold and silver reserves.

Basis of Presentation

This Sehedule has been prepared 1o report the gold and siiver reserves custodial position of the

Untted Btates Mint. The books and records of the United States Mint have served as the soures of
the informanon contained hereir, "f’ 1is Sohedule has b2en prepared in accordance with
a:coummﬂ prinemles generally aceepted in the United States of America (GAAP) and Unitad
States Mint zccounting policies.

This bc.nﬂciuxﬂ includes ali gold and silver classified by the United States Mint as “custodial
reserves” as defined in Note 2. This Schedule does not refiect any United States gold and silbver
reponed by the United Statss Mint in s operating inventory. or any reserve amounts due o be
replenished by the PEF, nor does 1t include gold held at feac‘m Reserve Banks (FRB}, The PEF
i authorized to use goid and siiver from the custodial reserves w support its numismatic
operations,

2. Gold and Shiver Reserves

considered 1o be operating inve mon in the United Shatps Mint's financial records and of the
Treasury gold held oy the FRE. The custodial gold and silver reserves included in this Schedule
are primarily in bar zorm, butl may cecasiopally bs in coin or other form, The

alse include foreign gold coins that have been held by Treasury for many _veas:s,

The gold and silver reserves reported in this Schedule are exclusive of the gold and silver reserves
fre

ustodial reserves

The gold and silver reserves are reported in this Schedule at the lowar c.:”' 05t or marketr value,

Absent historical rec OYGx o determing the acquisiton cost of the gold and zilver over the decadss,
the resarves are valued at the rates stated in 1S Code x1"; 35, Sections \11(3 nd 3117 {stamiony
ares) which are 342 2222 per Fine Trov Ounce (FTO) of zold and §1.292020202 per FTO of

sitver. Ap offsetting lability is also reported for these assers.

D



DEPARTMENT OF THE TREASURY
UNITED STATES MINT
NOTES TO THE SCHEDULE OF CUSTODIIAL GOLD AND SILVER RESERVES
AS OF SEPTEMBER 34, 20035 AND 2004

At September 30, 2005 and 2004, the market value of gold was $473.25 per FTO and $415.65 per

FTO respectively. Gold inventories consisied of the following at September 30:

LAY Statuiory Value Markset Value
2003 2457260 897 04 F10,3535.539.0% S116.070,666,024
2004 245.262,867.04 816.3535.539.09) 5101.943 523 153

Ar September 30, 2005 and 2004, the market value of silver was §7.5300 per FTC and $6.6650
per FTO respectively. Sitver inventories consisted of the following at September 30

FTO Staruiory Value Market Value
2008 107317144 $9.147,694 $53 276,030
2004 FLO75371.04 $9.747 896 547,156,016

The combingd gold and silver custodial reserves consisted of the following a
September 3

Statutory Value Marker Value

2003 F10.364.686,787 51316,123,942.063

2604 510.364,686.787 3161,990,679.171
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Custodial Deep Storage Goid and Silver Resarves
as of Sepiember 30, 2C08 and 2007
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DEPARTMENMT OF THE TREASURY
WASHINGTON, D.C. 20220

OEFICE OF _ )
INSPECTOR GENERAL Cctobear 21 , 2008

MEMORANDUNM FOR EDMUND C. MOY, DIRECTOR
UNITEZD STATES MINT

FROM: Michael Fitzgeraid /s/
" Director, Financial Audits

SUBJECT. Audit of the United States Mint's Schedule of
Custodial Deep Storage Gold and Siiver Reservas as of
September 30, 2008 and 2007

The attached report presents the results of our audits of the United States Mint's
{Mint) Schedule of Custodial Deen Storage Gold and Silver Ressrves (Custodial
Scheduie) s of September 30, 2008 and 2007, The Custodial Schedule is the
responsibitity of the Mint., We conducted cur audits in accordance with Governmern?
Auditing Standards, issued by the Comptralier General of the United States,

We rendered an unguaiified opinion on the Custodial Schaduie as of

september 30, 2008 and 2007, In addition, our report contains no material
weaknesses related 1o internal control over financial reporting, and no instances of
reportable noncompliance with iaws and reguiations.

The results of our audits will be used by KPMG LLP, an independent pubiic
accountarit, who is performing the audits of the Mint's Fiscal Year 2008 ang 2007
financtal statements. In addition, copies of our report are being provided to the
Secretary of the Treasury, the Treasurer of the United States, and the Department of

ihe Treasury's Chief Financial Officer.
Your staff has reviewed cur report, and agreed with ocur conglusions. Shouid vau have
any guestions, please contact me at (202} §27-5788, or @ member of your staff may
an = .
wt

contact Donna Joseph, Manager, Financial Audits at {(202) 827-5784.

Atiachment
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Report of the
Office of Inspector
General

The Department of the Treasury
Office of inspector General

To the Director of the United States Mint:

We have audited the accompanying Schadule of Custodial Deep
Storage Gold and Silver Reserves (Custodial Scheduls) of the
United States Mint (Mint] as of Seprember 30, 2008 and 2007
This report presents our unouaiified on%niar on this Cusiodial
Schedule. Our audit disclosed no material weaknesses and no
instances of reportable noncompliance with laws and reguiations,

Management's Responsibilities

Management is responsibie for: (1) preparing the Custodial
chedule in conformity with U.S. ganerally sccepted acocounting
principles; (2) establishing and maintaining internat control: and
(3 oom;nlvmg with laws and reguiations applicable 1o the Mint's
stodial responsibilities for the Deep Storage Gold and Silver

cu
cu
-

Resarves.

Scope of Audits

We conducted our audits in accordance with Government Autiting
Standzrds, issued by the Comptrolier Genaral of the United States.
Those standards require that we nlan and perform the audits to
obtain reasonable assurance about whether the Custodial Scheduie
is free of material misstatement, An audit includes axamining, on a
Test basis, evidence supporting the amounts and disclosures in the
Custodial Schedule, An audit also includes assessing the
scoounting principles used ang significant estimates made by

Audit of the United States Mint's Schedule of Sustodial Deep Sto

Gold and Sitver Reserves as of September 305, 2008 and 2007
{HG-08-002)
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management, as well as evaluating the overall Custodial Scheduje
presantation. Cur responsibiiity is to express an opinion on the
Custodial 8chedule basad on our audits. Wes ars aisco responsibie
for obtaining a sufficient understanding of internal control over
financial reporting 1o plan the audits, and to tast cartain Rrovisions
of laws and reguiations that have a direct and material effect on
the Custodial Scheduls. We beliave that our audits provide a
reasonabie basis for cur opinion and our conclusions on internal
control and compliance with lawe and reguiations.

In planning and performing our audit, we considerad the Mint's
intarnal control over financial reporting related to the Custodial
Schedule as & basis for designing our auditing procedures for the
purpese of expressing our opinion on the Custadial Scheduie, but
not for the purpose o?expreasing an opinion on the sffsctiveness
of the Mint's interna! control over financial reporting. Accordingly,
we do rnot express an opinion on the effectivenass of the Mint's
internal control over financial reporting.

Because of imitations inherent in internal control, misstatements
due to error or fraud, iosses, or noncompliance may neverthelass
oceur and not be defected. We also caution that projecting our
evaluation to future periods is subject 1o the risk that controls may
become inadeguate because of changes in conditions or that the
aegree of compliance with controts may deteriorate. in acditicn,
we caution that our internal controf testing mav not be sufficiant
for other purposes.

As part of obtaining reasonable assurance about whether the
Custodial Schedule ig free of mareariai misstatement, we performed
tests of the Mint's compliance with certain provisions of laws and
regutations, noncompliance with which couid have s direct and
material effect on the determination of Custodial Schedule
amounts. We limited our tests of compliance to thes

e L

g DFOVISIOns
ang we did not test compliance with ali laws and reguiations
applicable to the Mint. We caution that noncompilancs may ooour
anc net be detected by these tests and that testing may not be
sutficient for other purposes, Froviding an opinion on comipliance
with laws and reguiations was noT an objective of our audit Calel
accordingly, we do not express such an apinion.

Audit of the United States Mint's Scheduie of Custodial Deep Storage
Gold and SHver Reserves as of September 30, 2008 and 2007
(OIG-08-002;

Page 2



Hesults of Audits
Cpinton on the Custodial Scheguls

In our opinion, the accompanying Custedial Scheduie prnsem'tg
irty, in all material respects, the balance of the United States
ﬂ;:r Storage Goid and Silver Reserves ir the custody of the Mint

as of September 3C, 2008 and 2007, in confarmity with U.S,
generally accapted accounting principle

t; &

internal Control

internal contral is & process, effactad oy management and other
personnst, designed to provide reasonable assurance that the
following objectives are met:

¢ Reliability of financial reporting - transactions are properiy
recorded, processed, anc summerizad 1o permit the
preparation of the Custodial Scheduie in accordance with
U.S. generally accepted acocounting principles, and the
safeguarding of assets against loss from unauthorized
acqguisition, use, or disposition; and

«  Compliance with apoiicable laws and r reguiations that couid
have a direct and matena% effect on the Custodial Schedule

A control deficiency exists when the design or operation of a
control does not alfow management or employees, in the normal
course of performing their assigned functlons, to prevent or datect
misstatements on a timely basis. A significant deficiency is
control deficiency, or combination of cortro! deficiencies, that
adversely afiects the Mint's ability 1o initiate, authorize, record,
process, of report Tinancisi data reliably in accordance witn
generally accepted accounting principles such that thers is mare

Audit of the United States Mint's Scheduie of Custodial Deep Storage
Gold and Silver Reserves as of September 30, 2008 and 2007
(0H5-08-002!
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than a remoie likelihood that s misstateament of the Custodial
Scheduie that {s more than inconsegquential will not be prevented or
detected by the Mint's internal control.

A material weakness is a significant deficiency, or combination of

significant deficiencies, that results in more than a remote

likelinood that & material misstatement of the Custodial Schadule
will not pe prevented or detected by the Mint's internal control.

Cur ”Oﬂsiderafion of internal contro! over financial reporting was
for the limited purpose describad in the Scope of Audits section
above and wouid not necessarily identify all deficiencies in internal
contrel that might be significant deficienciss or material
weaknesses., We did not identify any deficiencies in internal
controi over financial reporting raiated 1o the Custodial Sahedule
that we consider to be material weaknesses, as definad above.

Compliance with Laws and Regulations

QOur tests of the Mint's compliance with certain provisions of laws
and reguiations disciosed no instances of noncompliance that
would be reportable under Government Auditing Standards.

The financial management of the Mint has reviewed our report and
agreed with our conclusions. Should vou or your staff have any
guestions, you.may contact me at (202! 927-878%, or & member

of your stafi may contact Donna Joseph, Manager, Financiat Audits

at (202) 827-5784, We appreciate the cooperation and courtesy
axtended 1o our staf

g

Audit of the United States Mint's Scheduie of Custodial Deep Storage

Goid and Stver Reserves as of September 30, 2008 and 2007
{OIG-08-002}



This report is intended solely for the information and use of the
management of the Mint, the Department of the Treasury, the
Office of Management and Budgst, Congress, and KPMG LLP, and
iz not intended to.be and should not be used by anvone other thar
these specified partiss. However, this report is available as »
matier of public record,

/s/

Michael Fitzgeraid
Diractor, Financial Audits

Cotoher 27, 2008

Audit of the United States Mint's Schedule of Custodial Deep Storage 54
Gold and Siiver Reserves as of Seprember 30, 2008 and 2007
O1G-0%-002)
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Financtal Audit Division

Donnz Jossph, Managsr
Ade Bankole, Manager
Catherine Y, Manager
Michelle Ruff, Auditor

Audit of the United States Mint's Scheduie of Custodial Deep Storage

Gaold and Siiver Reserves as of September 30, 2008 and 2007
(0IG-08-G02)
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Appendix 2
Report Distribution

The Depariment of the Treasury

Secratary of the Treasury
Tressurer of the United States

Assistant Secretary for Management and Chief Financial Officer
Direztor, Office of Accounting and Internal Control

United States Mint

Director
Deputy Director
Chief Financial Officer

independent Public Accountant

KPMG LLP

Audit of the Unhed States Mint's Scheduie of Custodial Deap Storage Page 7
Goid and Siver Reserves as of September 30, 2008 and 2007
(2I1G-08-602)
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DEPARTMENT OF THE TREASURY
UNITED STATES MINT
SCHEDULE OF CUSTODIAL DEEP STORAGE GOLD AND SILVER RESERVES
AS OF SEPTEMBER 30, 2008 AND 20607
(IN THOUSANDS)

CUSTODIAL PEEP STORAGE GOLD aND SILVER RESERVES

2008 2887
Deep storage gold and silver reserves {Note 23 514,364,687 $14,364,687
Liability te Treasary (Note 2) ‘ $18,364,687  $10,364.887
Met deep storage gold and silver reserves custodial position & 0. % i}

The accompanying notes are ap integral part of this Schednle.



Note §

Moze 2

DEPARTMENT OF THE TREASURY
UNITED STATES MINT
NOTES TO THE SCHEDULE OF CUSTODIAL DEEP STORAGE
GOLD AND SILVER RESERVES
AS OF SEPTEMBER 34, 2008 AND 2007

Sumpmary of Stgnificant Accounting Policies
Reporting Entity

The Unjted Srates Mint, established in 1792, is an integral part of the Department of the Treasury
The mission of the United States Mint is to manufacture coins for general civeulation. In addition
to manufacruring erreulating coins, the United States Moy manufactures numismatic products,
mncluding medals, proof coins, uncirculated coins, bullion coins (gold, platinum, and silver), and
commemorative coins. These manufacturing operations are reporied in the United States Mint's
financial statements. The United Std‘ms Mint 13 also the custodian of a significant portion of the
Um-’ﬂd States’ gold and stlver reserves, The United States Mint uses the term f*ustodia" o

lentify goid and silver reserves heic for the United States Treasury. The custodial reserves
not assets of the United States Mint, but are assets of the United States Treasury.

=

0

I

The United States Mint's Pubhe Enferprise Fund (PEF) funds ali custodial activities, including
the proweetion of the United Swutes’ gold and silver reserves

Basis of Presentation

This Schedule has been preparad to repert the deep storage gold and siiver reservas custodial
position of the United States Mint. The books and records of the United States Mint have served
as the source of the miormation contained hersin. This Schedule has been prepared in accordance
with acecuniing principles generally accepted in the United States of America (GAAP) and
United Sutes Mint ascounting palicies

This Schedule includes all gold and silver classified by the United States Mint as “custodial deep
storage veserves” as defined in Note 2. Deep storage is defined as thar portion of the 1.8,
Crovernmeni-owned gold and silver bullion reserve which the United States Mint sccures in
sealed vaulis. Deep storage gold comprises the vast majority of the reserves and consiss
primarily of gold bars. This Scheduie does not reflect any United Swates gold and silver reported
by the United States Mint as working stock, or any reservs amounts due 16 be replenished by the
PEF, nor does it include Treasury-owned gold held at Federal Reserve Banks (FRB). Upon
approval from the Secretary of the Treasury, the PEF may use gold and silver from the custodial
deap storags resérves to suppor! Its numismatic operations,

Dieep Sworage Goid and Silver Reserves

The goid and sitver reserves reported in this Schedule are exclusive of the gold and silver reserves
“Cns‘ﬂm‘m e be working s “*Gd\ in the United States Mint's financie! records and of the Treasury-
owned geld held by the FRE. The custodial deep siorage eold and siiver reserves included in this
Schadile are primarily in bar form., but may occasionally be in comn or other form. The cusiodial
deep storage reserves also melude foreign gold coms that have been held by Treasury for many
Vears.




The deep storage gold and sitver reserves are reperied in this Schedule at the values stated in 3 1
U5 8§ 35116 and 5117 (stawurory rates) wmcb are $42.2222 per fine troy ounce (FTO) of gold

and no jess thap $1.252929282 per FTC of silver, Accordingly. the United States Mint values the
sliver at 512529209292 per FTO. An onsemng 11abik‘ry- is also reported for these assers.

At September 30, 2008 and 2007, the marker valug of gold per the London Gold Fixing (PM) was
5584 50 per FTC and 5743.00 per FTC respectively, Deep storage goid inveniories consisted of
the foliowing at Sentember 30

FTo Statuigry Value Market Value
2008 245262.857.04 $10.355,339.091 $216,935.032.432
2007 245 262.857.04 310.355.539.09) $182.230,5332,501
At Semn

prember 30, 2008 and 2007, the marke! value of silver per the London Gold Fixing was
$12. 960{) per FTG and $13.656C per FTO respectively. Deep storage silver inventories
consisied of the following at Septamber 30

.

FTO Staiutory Value Market Value
2008 707317104 59.147.6%¢8 $01.654 218
200 707517114 F 9,147 696 96,576,088

The combined cusiodial deep storage gold and silver reserves consisted of the following at
September 30

Statutory Value Markéiﬁ Yahie

2008 510,304 686,787 E217.026,726.650

2007 $10.564,086,787 5182.326,908,587
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

DFFICE DF

NSPECTOR GENERAL Octobser 23, 20086

- MEMORANDUN FOR EDMUND C. MOY, DIRECTOR
UNITED STATES MINT

FROM: Michael Fitzgerald Fheduc! LazFead
Acting Deputy Assistant inspector General for Financial
Management and Information Technology Audits

SUBJECT: Audit of the United States Mint's Schedule of

Custodial Deep Storage Goid and Silver Reserves as of
September 30, 2006 and 2005

The attached report presents the results of our audits of the United States Mint's
{Mint) Schedule of Custodial Deep Storage Gold and Silver Resarves (Custodial
Schedule! as of September 30, 2008 and 2005. The Custodial Schedule is the
responsibility of the Mint, We conducted our audits in accordance with Government
Auditing Standards, issued by the Comptrolier General of the United States.

VWe rendered an unqualified opinion on the Custodial Schedule rs of
September 30, 2006 and 2005. In addition, our report contains no reportable
conditions related to internal contrel, and no instances of noncompiliancs with laws

- and regulations that could have a direct and material effect on the Custodial Scheduie.

The results of our audits will be used by KPMG LLP, an independant public
accountant, who is performing the audits of the Mint's Fiscal Year 2006 and 2005
financial statements. in addition, copies of our report are being provided to the

- Secretary of the Treasury, the Treasurer of the United States, and the Department of
the Treasury's Chief Financial Officer.

Our report has been reviewed by your staff. Based on mutual agreement, we ars

issuing this report as final. Should you have any gquestions, piease contact me at
{202} 827-578Y. We appreciats the cooperation and courtesy extended to our staff.

Attachment



Contents

TRANSMITTAL MEMORANDUN:

SECTION | - REPORT OF THE OFFICE OF INSPECTOR GENERAL

Appendices
Appendix 1: Major Contributors to this Report

Appendix 2: Report Distribution

SECTION U - UNITED STATES MINT'S SCHEDULE OF CUSTODIAL
 DEEP STORAGE GOLD AND SILVER RESERVES
AS OF SEPTEMBER 30, 2008 AND 2005

Aggdit of the United States Mint's Schedule of Custodial Desp Storage

Gold and SHver Reserves as of September 30, 2006 and 2005
{CIG-07-003)

----------------------------------------------------------------

-----------------------------

.........................................................................................

-------------------------------------------------------

----------------------------------------------------------------------------------
.................................................

.......................................

-----------------------------------------------------------

Page !






Report of the
Office of Inspector
General

The Department of the Treasury
Office of Inspecior General

To the Director of the United States Mint:

We have audited the accompanying Scheduie of Custodial Deep
Storage Gold and Silver Reserves (Custodial Schedute) of the
United States Mint (Mint) as of September 3Q, 2008 and 2005.
Thig report presents our ungualified opinion on this Custedial
Schedute. Our audit disclosed no material weaknesses and no
instancas of reportable noncompliance with laws and reguiations.

Management’s Responsibiiities

Management is responsible for: {1) preparing the Custodial
Schedule in conformity with accounting principles generaily
accepted in the United States of America; (2} establishing and
maintaining internal control; and {3} complying with laws and
reguiations applicable to the Mint's custodial :‘as;mn sibiiities for the
Daep Storage Gold and Siiver Reserves.

Scope of Audits
We conducted our audits in accordance with Government Auditing
Standards, issued by the Comptroller General of the United States,
Those standards require that we plan and perform the audits to

- obtain reasonable assurance about whether the Custodial Schedute
is fres of material misstatement. An audit inciudes gxamining, on a
test basis, evidence supporting the amounts and disclosures in the

Custodial Schedule. An audit also includes assessing the
accounting principles used and significant estimates made by

Audit of the United States Mint's Schedule of Custodial Deep Storage

Gold and Silver Resaerves g3 of September 30, 2008 and 2008
{O0G-07-003)

Bage 1



management, as well as evaluating the overall Custodial Schedule
presentation. Our responsibility is to express an opinion on the
Custodial Schedule based on our audits. We believe that our audits
previde a reasonable basis for our opinion and our conclusions on
internal control and compliance with laws and regulations.

i planning and conducting our audit of the Mint’'s Custodial
Schedule, we considered internal control over financial reporting.
Spectfically, we obtained an understanding of the dasign of the
Mint’s internal control related to the Custodial Schedule,
determined whether these internal controls nad been piaced in
operation, assessed control risk, and performed tests of controls in
order to determine our auditing procedures for the purpose of
expressing our opinion on the Custodial Schedule and not to
provide assurance on the internal control over financial reporting.
Consequently, we do not provide an opinion on such control.

As part of obtaining reasonable assurance about whether the
Custodial Schedule is free of material misstatement, we performed
tests of the Mint's compliance with certain provisions of laws and
reguiations, noncompliance with which could have a direct and
material effect on the determination of Custodial Schedule
amounts. We limited our tests of compiiance to these provisions
and we did not test compliance with all laws and regulations
applicabie to the Mint. We caution that noncompliance may occur
and not be detected by these tests and that testing may not be
sufficient for other purposes, Providing an opinion on compliance

- witn laws and regulations was not an objective of our audit and,
gecordingly, we do not express such an opinion.

Results of Audits
{Upinion on the Custodial Schedule

in our opinion, the accompanying Custodial Schedule presents
fairly, in all material respects, the balance of the United States’

Audit of the United States Mint's Schedule of Custodial Deep Storage Page 2
Gold and Silver Reserves as of Septamher 30, 2006 and 2005
1OIG-07-003)



internal Control

Deep Storage Gold and Silver Reserves in the custody of the Mint
as of September 30, 2008 and 20085, in conformity with

accounting principles generally acceptad in the United States of
America.

Intarnal control is a process, effected by management and other
personnel, designad to provide reasonabie assurance that the
following objectives are met:

¢ Reliability of financial reporting - transactions are property
recorded, processed, and summarized to permit the
preparation of the Custodial Schedule in accordance with
accounting principles generally accepted in the United States
of America, and the safeguarding of assets against loss from
unauthorized acqguisition, use, or disposition; and

e Compliance with applicable laws and regulations that could
have & direct and material effect on the Custodial Schedule.

Because of iimitations inherent in any internal control, errors or
fraud may ccour and not be detected. Alsg, projection of any
evaiuation of internal control to future periods is subject to the risk
that internal control may become inadequate because of changes in
conditions or that the effectiveness of the design and operation of
policies and procedures may deteriorate,

Our consideration of internal control over financial reporting wouid
not necessarily disclose all matiers in the internal control over
financial reporting related to the Custodial Scheduie that might be
material weaknesses, A material weakness is a reportable
condition in which the design or operation of ons or more of the
internal control components does not reduce 1o & relatively low
level the risk that misstatements caused by error or fraud in
armounts that would be matsrial in relation to the Custodial
Schedule being audited may ooouwr and not be detected within a
timely period by empioyees in the normal course of performing their

Aucit of the United States Mint's Schedule of Custodial Deep Storage

Gold and Silver Reserves as of Septomber 30, 2008 and 2005
(31G-07-003)

Page 3



assigned functions. However, we noted no matters invelving the
internal controf over financial reporting related to the Custodial

Schedule and its operation that we consider to be material
waaknesses as defined above.

Compiliance with Laws and Reguiations

The resuits of our tests of compliance with laws and regulations
disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards.

¥ O¥E ¥ O£ X ¥

We have reviewed our report with the financial management of the
Mint. Based on mutual agreement, we are issuing this report as
final. Shouid you or your staff have any guestions, vou may

contact me at (202} 827-8788. We appreciate the cooperation
and the courtesy extended to our staff,

This report is intended solely for the information and use of the
managsment of the Mint, the Depariment of the Treasury, the
Office of Management and Budget, Congress, and KPMG LLP, and
is not intended to be and should not be used by anyone other than

thase specified parties. However, this report is availeble as &
matier of public record.

Frciiosd GFecdt
Michael Fitzgerald
Acting Deputy Assistant inspector General for

Financial Management and Information Technelogy Audiis
October 11, 2008

Audit of the United States Mint's Schedule of Custodial Desp Storage

Gold and Siiver Reserves as of September 30, 2006 and 2008
{OIG-07-003)

Page 4



Appendix 1
Major Contributors to This Report

Financial Audit Division

Donna Joseph, Audit Manager
Susan Barron, Audit Manager
Catherine Vi, Auditor |

nafasl Cumba, Auditor

Susan Sebert, Program Anaiyst
Myung Man, Program Analyst

Audlt of the United Siates Mint's Schedule of Custodial Deep Storage

Page &
Gold and Silver Reserves ac of Seplember 3G, 2008 and 2008
WoIG-07-003)



Appendix 2
Report Distribution

The Department of the Treasury

.Secretary of the Treasury
Treasurer of the United States

Assistant Secretary for Management and Chiaf Financial Officer
Director, Gffice of Accounting and Internal Condrol

United Stotes Bing

Diracrar
Deaputy Director
Chief Financial Cffiner

independent Public Acsountant

KPMG LLP

Audit of the United States Mint's Schedute of Custodial Desp Storage Fage 6
Gold and Siiver Reserves as of Sspismber 30, 2006 and 2008
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UNITED STATES MINT'S SCHEDULE OF CUSTODIAL DEEP
STORAGE GOLD AND SILVER RESERVES
AS OF
SEPTEMBER 30, 2008 AND 2005



DEPARTMENT OF THE TREASURY
UNITED STATES MINT
SCHEDULE OF CUSTODIAL DEEP STORAGE GOLD AND SILVER RESERVES
AS OF SEPTEMBER 3¢, 20066 AND 2065

(N THOUSANDS)
CUSTODIAL DEEP STORAGE GULD AND SILVER RESERVES
2006 2008
Deep storage gold and sfiver reserves (Note 2) $1G,3$4,687 | $10.364,887
Lisbility to Treasory (Note 2) $106,364,687 510,364,687
Net deep storage gold and silver reserves cusiodial pogition g & = &

The accompanyving rotes are an integral part of this Scheduie.



DEPARTMENT OF THE TREASURY
UNITED STATES MINT

NOTES TO THE SCHEDULE OF CUSTODIAL DEEP STORAGE GOLD AND SILVER

Mote 1.

A

Nate 2.

RESERVES
AR OF SEPTEMBER 30, 2006 AND 2005

Summary of Significant Accounting Policies
Reporting Entity

The United States Mint, established in 1792, is an integral part of the Department of the Treasury,
The mission of the United States Mint is to manufacture coins for general circulation, In addition
to manufacturing circulating coins, the United States Mint manufactures numismatic products,
including medals, proof coins, uncirculated coins, bullion coins (gold, platinum, and silver), and
commemorative coins. These manufacturing operations are reported in the United States Mint's
financial statements. The United States Mint is also the custodian of 2 significant portion of the
United States’ gold and siiver reserves, The United States Mint uses the term custodial to
identify gold and siiver reserves held for the United States Treasury. The custodial reserves are
not assets of the United States Mint, but are assets of the United States Treasury.

The United States Mint's Public Enterprise Fund (PEF) funds all custodial activities, including
the protection of the United States’ gold and silver reserves,

Basis of Presentation

This Schedule has been prepared {o report the deep storage gold and silver reserves custodial
position of the United States Mint. The books and records of the United States Mint have servad
as the source of the information contained berein. This Schedule has been prepared in accordance

with accounting principles generally accepted in the United States of America (GAAP) and
United States Mint accounting policies.

This Schedule includes al goid and siiver classified by the United States Mint as “custodial deep
storage reserves” as defined in Note 2. Deep storage is defined as that portion of the U.S.
Government-owned gold and silver bullion reserve which the United States Mint securss in
sealed vaults. Deep storage gold comprises the vast majority of the rsserves and consists
primarily of goid bars. This Schedule does not reflect any United States goid and silver reported
by the United States Mint as working stock, or any reserve amounts due to be replenished by the
PEF, nor does it include Treasury-owned goid heid at Federal Reserve Banks (FRB). Upon
approval from the Secretary of the Treasury, the PEF may use gold and silver from the custodial
deep storage reserves {0 support its numismatic gperations.

Deen Storzge Gold and Silver Reserves

The gold and silver reserves reported in this Schedule ars exclusive of the gold and silver reserves
considered to be working stock in the United States Mint’s financial records and of the Treasury-
owned gold held by the FRB. The custodial deep storage gold and silver reserves included in this
Schedule are primarily in bar form, but may occasionally be in coin or ofher form, The custodial
deep storage reserves also include foreign gold coins that have been held by Treasury for many
vears.

The deep storage gold and silver reserves are reported in this Schedule at the values state:d in
3TUSCE5116 and 5117 (statutory rates) which are $42 2222 per fine troy ouncs (FTO) of goid
and 81.26202929% per FTO of silver. An offserting liabiiity is also reported for these assets.



December 20, 2004

(b))

MEMORANDUM FOR: e
ASSOCIATE DIRECTOR/CFC

FROM: g
Management and Program Analyst
Office of Management Services
THROUGH: AR Ie TNy, -
Assistant Director for Management Services
SUBJECT: 2004 Verification and Annual Seal Inspection at the United States

Mint at West Point

An Annual Verification and Sea! Inspection was conducted at the United States Mint at West
Point over the period of July 19, 2004 through July 23, 2004; August 24, 2004; and September
14, 2004, This process was conducted i accordance with the United States Mint Directive §H-
3, “Verification of Deep Storage Assets”, Mint-wide Policy Memorandum FIN-08, “Assay
Sampling of Deep Storage Assets”, Mint-wide Policy Memorandum FIN-09, “Deep Storage
Asset Verifications”, Mint-wide Policy Memorandum FIN-10, “Official Joint Seals”, Mint-wide
Policy Memorandum FIN-11, “Rules of Conduct During Deep Storage Asset Verifications and
Official Joint Seal Inspections”, and Mint-wide Policy Memorandum FIN-12, “Documentation

Requirements for Deep Storage Asset Verifications and Official Joint Seal Inspections”.

Consistent with its role under the Chief Financial Officers (CFO) Act, the Department of the
Treasury, Office of Inspector General (O1G) observed this verification to attest to the accuracy of
the custodial amounts for precious metals which are reported in the United States Mint’s
Schedule of Custodial Gold and Silver Reserves and financial statements.

The Seal Inspection was performed by & Director’s Representative, an OIG Representative and a
representative from the United States Mint at West Point, as listed in Attachment A,

The following describes the obiectives and scope of the process and the Director's
Representative’s findings and conclusions.



| b
OBJECTIVES AND SCOPE L <,

The objectives of the verification and inspection are to assure that:
s The Deep Storage Assets in the custody of the United States Mint actually exist;
e The Deep Storage Assets are properiy secured; and

» The Deep Storage Assets are accurately accounted for in the United States Mint’s
financial records.

The process covered the following activities:

e Upon arrival at the Unitéd States Mint at West Point on July 19, an entrance conference
was held, The participants of this conference are included as Attachment B.

¢ To ensure all verification participants understood the process, we reconfirmed that
compaﬂmenm was the outgoing compartment and ‘u as the incoming
compartment. We all agreed to the above and that 2,400 bars were to be moved.

s Upon conclusion of the entrance conference, all of the participants went downstairs to the
secure vault area. One officer and one facility personnel, each with half of the
combination, opened the vault door. At this point, the Seals on both': and‘ were
inspected. Once it was determined that neither Seal showed signs of deterioration or
evidence of having been tampered with over the previous year, along with the ribbons,
griplock and wax, the Seals were removed from the compartments and signed by the O1G
Representative, the Plant Manager's Representative and the Director’s Representative.
The Headquarters’ and Facility’s padlocks were removed and the bar movement process
began.

e The bar movement went very well and was concluded midway through July 21, 2004,
Al 2,400 bars were moved as scheduled and 71 samples were selected. The Director’s
Representative would like to thank the bar handlers in particular for their hard work,

¢ Drilling of the samples began on the afternoon of the 21, The 71 bars were weighed for
their pre-sample weight and 17 samples were drilled before it was time to break for the
day. The remaining 54 samples were drilled on the 22 The post-sample weight of the
bars was taken Friday morning and the samples were packed up for shipping.

e Prior to shipment of the samples, all parties attempted to perform a final reconciliation of
their respective records, without success. 1t was agreed that the sampies should not be
sent to the assayer until the records reconciled and the amount of the samples sent to the
assayer was absoclute,

s Late on Friday afternoon, it was discovered that one cause of the reconciliation issues
was that a setting on the scale had not been properly changed. The scale was reading at



Q€

ounces rather than fine troy ounces (FTO) causing the weight of the samples to appear to
be more than it actually was.

o Atthis late time in the day, all parties agreed that there was not enough time to reweigh
each sample at the correct FTO setting and perform a second drilling of the 71 ba.s The
samples were sealed into compaﬂmemm and a Seal was hung on i i

o The OIG Representatwe and the Director’s Representative retwrned to the United States
Mint at West Point on August 24, 2004, Each sample was reweighed, and the necessary
bars were redrilled to bring the sample weights to the minimum required .10 FTO. Upon
completion, the samples were shipped fo the assayer.

+ Some reconciliation issues still remained, but were pinpointed to rounding errors between
the various schedules.

¢ On September 14, 2004 the OIG Representative and the Director’s Representative
returned to the United States Mint at West Point to perform a Seal inspection. Each
Official Joint Stal was inspected. There were no Officialfoint Seals that appeared to
have been tampered with in any way, nor that showed signs of deterjoration.

« Headquarters did not have any locks to bring to the Seal inspection. Therefore, the
padlocks were not exchanged.
i @

FINDINGS AND CONCLUSIONS

1. The management at the United States Mint at West Point provided the OIG
Representative with bar schedules for both compartments il and . These
schedules inciuded positions numbers, (the exact location o1 each bar of gold in the
compartment, as defined by a bar’s serial number). Position numbers are not maintained
at any other facility, and are for the convenience of United States Mint at West Point
personnel. These position numbers were not always accurate. In some cases, there were
several bars in a row that were not placed as noted on the schedale. While the West Point
management maintains that these position numbers were provided as merely a
convenience, the sampie selected by the OIG was based on these position numbers. As a
resudt, bars were moved out of order, and bars not part of the movement had to be moved
within uomparimema 1o find the bars that were selected to be moved.

It is the recommendation of the Director’s Representative that the remainder of the
compartment be moved next year, with (G concurrence and contingent upon the United
States Mint at West Poini’s schedule. This would streamline the verification process by
allowing inclusion of all of the bars in the movement and sample selection process, thus
alleviating the need to find a particular grouping of bars that was selected for movement
and sampling. This would also conclude the verification process at the United States
Mint at West Point one fo two years ahead of schedule, while only requiring the team to
stay in West Point approximately one week longer.



Should you have any questions regarding this memorandum or require further information,
please do not hesitate to contact me at (202} 772-7026.
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, Treasury Office of Inspector General
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Attachment A Verification Team

United States Mint at West Point

July 19, 2004 through July 23, 2004; August 24, 2004, September 24, 2004
Director™s R anrecentative:

PR

L f Management and Program Analyst, Office of Management Services, Program
ReView Divisien

Plant Manager and Representative:

. f

Treasury Office of Inspector General Representatives:



Attachment B: Entrance Conference Participants
United States Mint at West Point
July 19, 2064

Headquarters’ Representatives:

» o

Treasury OIG Representatives

& hy
] gy
[ »
L]

Plant Méanager and Representatives

e

&

(bYe

Prepared By: Cleared By: Cleared By:

L.

Analyst, OMS

k N F

Management and Program Chief, Program Review Division, Assistant Director for
OMS Management Services

Signature |

Date i




DEPARTMENT OF THE TREASURY
UNITED STATES MINT
SCHEDULE OF CUSTODIAL GOLD AND SILVER RESERVES
AS OF SEPTEMBER 340, 2004 AND 2603

{IN THOUSANDS)
CUSTODIAL GOLD AND SILVER RESERVES 2004 2003
“"{Inited Stites gold and silver reserves (Note 2) $10,364,687  $10,364,687
Liability to Treasury (Note 2} $10,364,687  $10,364.687
Net gold and silver reserves custodial position 3 g 8 i

L

The accompanying notes are an integral part of this Schedule,



DEPARTMENT OF THE TREASURY
UNITED STATES MINT
NOTES TO THE SCHEDULE OF CUSTODIAL GOLD AND SILVER
RESERVES AS OF SEPTEMBER 30, 2004 AND 2003

Note 1. Summary of Significant Accounting Policies
A. Reporting Entity

The United States Mint, established in 1792, is an integral part of the Department
of the Treasury. The mission of the United States Mint is to manufacture coins
for general circulation. In addition to manufacturing circulating coins, the United
States Mint manufactures numismatic products, including medals, proof coins,
uncircutated coins, bullion coins (gold, platinum, and silver), and commemorative
coins. These manufacturing operations are reported in the United States Mint’s
consolidated financial statements. The United States Mint is also the costodian of
a significant portion of the United States” gold and silver reserves, which are
presented in the reserves segment of the United States Mint’s Statements of
Financial Position. The United States Mint uses the term custodial fo identify
gold and silver reserves held for the United States Treasury, The custodial
reserves are not assets of the United States Mint, but are assets of the United
States Treasury. |

The United States Mint’s Public Enterprise Fund (PEF) funds all custodial
activities, including the protection of the United States’ gold and silver reserves.

B. Basis of Presentation

This Scheduie has been prepared to report the gold and silver reserves custodial
position of the United States Mint. The books and records of the United States
Mint have served as the source of the information contained herein. This
Schecule has been prepared in accordance with accounting principles generally
accepted in the United States of America {GAAP) and United States Mint
accounting policies.

This Scheduie includes all gold and silver classified by the United States Mint as
“custodial reserves” as defined in Note 2. This Schedule does not reflect any
United States gold and stlver reporied by the United States Mint in Iis operating
mventory, or arty reserve amounts due to be replenished by the PEF, nor does it
include gold held at Federal Reserve Banks (FRB). The PEF is authorized to use
gold and silver from the custodial reserves to support its numismatic operations.

Note 2. Gold and Silver Reserves

The gold and silver reserves reported in this Schedule are exclusive of the goid
and silver reserves considered to be operating inventory in the United States
Mint’s financial records and of the Treasury goid held by the FRB. The custodial
gold and silver reserves included in this Schedule are primarily in bar form, but
may occasionally be in coin or other form. The custodial reserves also include
foreign gold coins that have been held by Treasury for many years.



DEPARTMENT OF THE TREASURY
UNITED STATES MINT
NOTES TO THE SCHEDULE OF CUSTODIAL GOLD AND SILVER
RESERVES AS OF SEPTEMBER 30, 2004 AND 2083

The gold and silver reserves are reported in this Schedule at the lower of cost or
market value. Absent historical records to determine the acquisition cost of the
gold and silver over the decades, the reserves are valued at the rates stated in U.S.
Code Title 31, Sections 5116 and 5117 (statutory rates) which are $42.2222 per
Fine Troy Ounce (FTO) of gold and $1.292929292 per FTO of silver. An
offsetting liability is also reported for these assets.

At September 30, 2004 and 2003, the market value of gold was $415.65 per FTO
and $388.00 per FTO respectively. Gold inventories consisted of the following at
September 30:

rro Statutory Value Market Value
2004 245,262,897.04 $10,353,539.091 $101,943,523.155
2003 245,262 857.04 $10,355,539,091 $95,162,004.052

At September 30, 2004 and 2003, the market value of silver was $6.6650 per FTO
and $5.1150 per FTO respectively. Silver inventories consisted of the following
at September 30

ET Statutorv Value Market Value
2004 7.075,171.14 $9,147.696 $47.156.016
2003 7.075,171.14 $ 9,147,696 $36,189,500

The combined gold and silver custodial reserves consisted of the following at
September 3(:

Statutory Valug Market Vaiue
2004 ' $10,364,686,787 $101,990.679,171
2003 ' $10,364,686,787 $95,198,193,552

In prior years, custodial gold and silver FTOs were transferred to the PEF for
numismatic operations. The PEF is responsible for either replenishing the
custodial reserves with newly mined gold or paying the Treasury General Fund
for the custodial reserves transferred to the PEF for numismatic operations. There
were no such transfers during FY 2004 and 2003,
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1 West Point Compartment+« ¥ Verification

1.1 Contact

On Monday July 21, 2008+ , Director's Representalive and® 4, from Mint HQ
arrived at the West Point Mini. The HQ Team was joined by Office of Inspector Ganeral {OIG) Team
members lead by § and includedg % with KPMG the Mint's external financial

auditors. The HQ Team and OIG Team met with representatives of the West Paint facility and conducted
& briefing on the procedures for executing the compartment verification,

111 Summary
o The Team members were processed by the Mint Police for access to the manufacturing area
» Al participants discussed the procedures and agresd on the process

-~

/ ' , \e Plani Mzanager® T gwas noton site for the verification
! b (p s Primary contacts were:

i o £

L. /

(bL)

o]

1.2 Verification ib
The verification process consisted of inventorying the contents in the “source” compartmen: __ . moving -
the contents and verifying the bars as they ware placed in the "targe!” compartment” Juring the

inventory of _ Bthe OIG identified individuai bars that had been selected as random samples to be set
aside for assay verification of the gold fineness.

The bars set aside for assay were taken to a work room, samples were drifled from each bar, marked by
the OIG for control and prepared for shipment to the White Sands Missile Range Laboratory (the
contractor for the assay work). After the samples were taken, granules of goid were weighed to replace
the amount of gold removed for samples. The granuies were placed in the target compartment and the
compartment was sealad with an Officlal Joint Seal (CJS)

1.2.1  Summary of Aclivities, Inguiries and Observations

o No excaeptions were notad in the inspection

- « The OJS on compartment. ‘as inspected .
o Oniy & minor notation on the OJS that the "Vault” was listed as “10” and compartment
) | ) was " the vault identification should have been?

e The Director's lock was removed by the Director's Represeniative and the facility's lock was
removed by the facility’s Representative
= The CJS was removed and compartment opened on 07-24-2008
s The bar handlers in the source compariment pulled each bar called out the hallmark, seriat
number and fineness stamped on the bars and the information was confirmead by the HQ Team
and CIG Team siaticned in the source compariment
o Ifabarwas identified by the CIG Team as a sample item the bar was set aside
s The bar handlers in the target compartment stacked sach bar and called out the hailmark, serial
number and fineness stamped on the bars and the information was confirmed by the HQ Team
and OHG Team stationed in the target compartment
o The bars set aside for sampling wers reconciled to the bar schedule
: «....The statistical sample conslsied of 72 bars . e
* - An additional 14 bars that were not marked as to the fineness were sat aside for
assay to confirm fineness
»  The movement of the bars was completed Weadnesday afternoon July 23, 2008
e Thursday July 24, the 86 bars set aside were maoved {0 a work room and were drilled to obtain a
sample {o be sent out for assay
o The sampies were placed in individual envelops and marked with a controi number by the
O3 represeniatives
o Nofe: the OIG representatives maintained controi over all samples until shipped

United States Mint Conirolled with Standard Dissemination FPage 1
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o After the samples were obtainesigranules were weighad to replace the weight of the samples

taken
o Note: the weighing of the granuies was observed by representatives of the Factity, O
and Mint HQ
o The granules were placed in an envelop. 1«31>
e The 86 bars and envelep containing the granules were moved ¢ compartmente ithe

compartment was sealed with GJS serial number 1451
» The samples were deliverad to FedEx for shipment to White Sands Missile Range (WSMR)
Laboratory on Friday July 25, 2008
« WSMRK received the samples July 28, 2008
= Tha WSMR Laboratory:
¢ Verified ihe wegight of the samples delivered
¢ Assayed the san"p;es and reporied the fineness for each bar
- = All samiples were within tolerance
; - This included the 14 bars that were not marked as to fingness
o medad a certificate of destruction for the gold used in the assay
o Retumed the unused portion of the gold from the samples to West Point

1.3  OGbservations and Conclusions

1.3.1 Minor Errors in Notations on the Bar Schedule

1.3.1.1 Condition

During the verification process wa noted the bar schedule for the comparimeant contain a few minor errors

i notation. These errors were marked on the working copy of the schedules and \West Point personnel
made corrections afier the verification was compieted.

1.3.1.2 Critgria
The bar scheduie is the inventory control document for the deep storage assets and should be error fres
to ensure the integrity of the recorded inventory.

1.2.1.3 Effect

The gold inveniory is controlled at the individual melt unit ievel and the bar schedule is the conirol to
identify individual meils.”in the case of single bar meits each bar is listed on the schedula. Therefore, if
the inventory control document contains errors a full verification may be required to correct the errors and
would increase the costs of storing the assets.

1.3.1.4 Cause
The arrors noted appear to be simpie typographical errors white inputiing the data on the schedule.

1.3.1.5 Conclusions
The errors are net significant and do net have an impact on the quantities reported.
= Pass comment

1.3.2  Fourteen Bars not Imprinted with Fineness
1.3.2.1 Condition

During the verification process we noted 14 bars (consacutive serial numbers 15831 to 1544) with the CCR
hatimark did not have the fineness marked on the bar,

1.3.2.2 Criteria

The goid inveniory is controlled at the individual melt unit level and the bar schedule is the control fo
identify individual meilts. In the case of “high fine” ( 8898, 989.8 or four 8s) gold, single bar melts are used
and sach bar is fisted on the schedule. These bars are accepied from the fabricater with the fineness
starnped on each bar indicating the fabricator’s guality level of the gold content. Best practices indicats
that alt high fing gold bars should be properly stamped and this practice was observed on all other bars
(4,386} in the compartmeant.

Uinited States Mint Controlled with Standard Dissemination Page 2
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1.3.2.3 Effect

Gold received from the fabricalor is tested for fineness as a quality contral during acceptance of a
shipment. If the gold bars received from the fabricator are not properly marked with the fineness, the
guality of the bar may be guestioned and may reguire acditional assay work 10 verify the fineness,

1.3.2.4 Cause

The errors noted appear 1o be an oversight by the fabricator when the bars were fabricated and were
sither not detected or not reportad during the receiving process.

1.3.2.5 Conclysions
The fourfeen bars were set aside and sampled for assay verification, The compartment was sealed and
the OJS included a notation regarding the lack of marking on the 14 bars.
»  The fingness of the bars will need to be confirmed by the assay
« [fthe fineness is cenfirmed no action is required; howaver, the next ime the compartment is
opened the bars should be marked
« |f the fineness is not confirmed an adiustment {o the bar schedule will be required

1.3.3  Standard Operating Procedures Need fo be Updated

1.3.3.1 Cendition )

The existing Standard Qperating Procedures {(SOP) have a sunset date of June 2008, Updates to the
procedures wers drafted and reviewed, and a more detaited set of procedures and guidelines were
developed for the FY 2008 verification. However, the updated SOP has not bean formally approved.

1.3.3.2 Criteria
Standard Cperating Procedures (SOP) are deveioped to ensure acceptable processes have besn
formailty approved [0 ensure proper controls are cbserved by the staff assigned to carry out specific

duties. Best practices would indicate that SOP would be reviewed, updaied and approved within the
timeframe specified by the sunset date.

1.3.3.3 Effect

Failure to review and approve SOP within the specified timeframe may resull in ineffective andior
inappropriate procedures being folicwed by the staff in execuling their duties.

1.3.3.4 Cause

The initial review of the existing procedures was conducied prior to the synsst date. Mowever, the
Standard Operating Procedures that were develeped during the last update divided the procedures info
mutfipie documents. After the initial review, it was determined that a compilation of the procedures would
simpiify and improve the usefulness of the document. The compiled decument was submitted for review
by subject matter experts and a consensus was reached o validate the procedures during the verification
process and then update before submitting for formal approval,

1.3.3.5 Conclusions
The Standard Cperating Pracedures should be updated and submitted for formal approvai.

2 West Point Follow-up on Weight of Granules

Subseguent to the verification work the West Point Quality Control/Laboratory personned, during their

normal chack-in process, identified a possible error in the weight of the granules placsd in compariment
o The amount of granules returmed 1o the lab appeared 1© be more than the expecied amount. The

Plant Manager contacted the Director's Representative and indicted that an error may have besn made in

reading the scale indicaling that the arror appeared to be the decimal piace was miss-read.

The Director's Representative contacted the OlG and coordinated with all parties to reopan compariment
F and verify the weight of the granules and also mark the 14 gold bars with the appropriate fineness.

United Statas Mint Controlied with Standard Dissemination Page 3
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«  September 22, 2008 the Director's Representative, ! T Ywith OIG and representatives
from the West Peint Mint opened compartiment '
o An OJS inspection was conducted with no exceptions
o OJE8 1451 was removad and Direcior's and Facility's locks were removed
e The granules and the 14 tars that were not marked with fineness were movead to a work room
o The team verified that the weight of the granuies was in error
+  The quantity required to repiace the sampie weight was 10.364 and apparently
the scale was miss-read; the actual weight was 1.0364 a difference of §.3276
troy ounces
The team added granules 1o corract the weight and placed them in a sample boitie
o Thetzam then marked the 14 bars with “four 9's” fineness
o The granules and 14 bars were then placed in compariment T and & new OJS serial

number 1661 as applied (L)
2.1 Observations and Conclusions ' - l‘ i
2.1.1  Errorin the Weight of Granules Added to Compartment 10-H

2.1.1.1 Condition

During the verification process the scale weight of the granules used to replace the weight of the samples
taken was read incorrectly by the verification team {requirad weight 10,348 vs. actual weight 1.0346 in

troy ounces). The redundant conirof used to check the amount of granules returned to the quality control
labaratory determined that the weight of gold returned appeared to be more than the expected amount.

G

2.1.1.2 Criteria

Best practices indicate that, due to the high value of gold, multiple verifications should be usad to confirm
quaniities used.

2.1.1.3 Effect

Smalt quantity differences of precicus metals couid result in significant differences in recorded values;
therefore, greater effcrts are required 10 recenciie balances whenever differences are found. In addition
to the amount of potential adjustments o inventory balances, additicnal rascurces will be required to
reconcile and resolve differences created by errors,

2.1.1.4 Cause

Several individuals on the verilicalion team read the scale and agreed that the number represented by the
digits were correct. However, due to the difficully in seeing the tocation of the decimal point on the
scale's readout the feam members missed the number significant digits left and right of the decimal place,

2.1.1.8 Conclysions .
The errors in reading the scale was human error and not process or systemic in nature. The redundant

check by the quatity control laboratory did detect the error and management took immediate action to
correct the error.

2.1.2 Fourteen CCR Hallmark Bars not Marked as to Fineness

2.1.2.1 Condition

Fourteen bars from the fabricator (CCR hailmark) did not have the fineness marked on the bar. These 14
bars were sel aside and sampies were taken for assay. The assay report confirmed the bars to be high
fine gold. In addition, YWest Point requested and received documentation fram the fabricator steting the
fineness asserted by the fabricator was four 8s. The compariment was subseguently reopened and the
14 bars were imprinted with the appropriate markings.

2.1.2.2 Criisria

The gold inventory is conirolled at the individual melt unit levet and the bar schedule is the control to
identify individuai meits. in the case of "high fine” {.8998, 30%.8 or four 88} gold, single bar melts are used
ahd each bar is listed on the schedule. These hars are accepted from the fabricator with the fineness
stamped on each bar indicating the fabricator's quality level of the gold content. Best practices indicate

United States Mint Controlied with Standard Dissemination Page 4
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that ail high fine gold bars should be properly stamped and this practice was observed an all other bars

* (4,388) in the compartment.

2.1.2.3 Effest
Additional handiing of these bars was required {o prop@riy tmpr intthe barQ

2.1.2.4 Cause

The errors noted appear to be an oversight by the fabricator when t’na bars were fabricated and were not

detected or not reported during the receiving process.

2.1.25 Conclusions

The fineness of the bars was confirmed by the assay and West Point received additjonal documentation

from CCR confirming the fineness, therefore, no additional action I required.

3 Key Personnel ‘ - '
3.1 Office of Inspector Generai Q bk Q}

Addttional Personnel for the Compartment Verification

o]
o -
O
3.2 KPMG - independent Public Accountants Q} Y
3.3 Mint HQ ”
. Biractor's Representative

S E— Additional persennel for the compartment verification
3.4 West Point

o Plant Manager
x | i
; D
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/i \/ \ FROM: ]
\\i) @ Chief, Internal Control Division

EPARTMENT OF THE TREASURY
UNITED STATES MINT
WASHINGTON, D.C. 20220

4 ) Q@*‘Nﬁ\@ <
] =062 S Ww&f% 2,
""""" L7 August 19, 2003 MWETT o -
7 b Ao ot
( o e e k P
MEMORANDUM FOR: N EPRANS
ASSOCTATE DIRECTOR/CHIES FINANCIAL OFFICER % 07

Oftfice of Management Support and Internal Control. (\ L)I‘ ({9

¢ s —i

Asststant Director for Management S \**ppon and Internal Control .

THROUGE: 1

SUBJECT: 20{")5 Cold Veriﬁcati@n at the United States Mint at West Point

A gold verification was conducted at the United States Mint at West Point over the pertod of
July 18 22, 2005, This process was conducted in accordancs with the Lmted States Mint
Directive 8I-3, “Verification of Deep St{)mge Assets”, Mint-wide Policy Memorandnm FIN-08,
“Assay Sampling of Deep Storagﬂ Asgses”, Mint-wide Pau cy "viemorunaum FIN-09, “Deep
Storage Asser Verifications”, Mint-wide Pohcy Memorandum FIN-10, “Official Joint Seals”,
Mint-wide Policy Memorandum FIN-11, “Rales of Conduct During Deep Storage Asset
Venfications and Official joint Seal T Inspections”™, and Mint-wide Policy Memorandum FIN-12

“Documentation Requirernents for Deep Storage Asset Verifications and Official Joint Seal
Inspections”, all dated July 2005,

Congistent with its role under the Chief Financial Officers (CFO) Act, the Department of the
Treasury, Office of Inspector General (O1G) observed this verification o attest to the accuracy of
the custodial amounts for precious metals which are reported in the United States Mint's
Schedule of Custodial Gold and Silver Reserves and financial statements.

Each phase of the verification was conducted by 2 Director’s Representative, ap OICG
Representative and & representative from the United States Mint at West Point. Verification
participants are lsted in Attachment A, In addition to these participants, volunteer bar handlers
and & bar handler coordinator, the United States Mint Police, the Fina netal, Quality Assurance
and Cash managers at the United States Mint at West Point, and other employees at West Point
and Headquarters supported the gold verification process. The following describes the
obiectives, activities, and fndings from this verification.

OBJECTIVES.

The objecuves of the verification were to assure that:



Y

(3]

The deep storage assets in the custody of the United States Mint actually exist:

# The deep storage assets are properly secured: and
> The deep storage assets are accurately accounted for in the United States Mint's financial
Tecords,
ACTIVITIES:

The following activitles were performed: (\ ‘OX l

“/‘

v

v

Upen armival at the United States Mint at West Point on Juiy 189, an entrance conference
was held. To ensure all verification participants understood the process, we reconfirmed
that Compartmet B he outgoing compartment and thag” s the incoming
compartment. We agreed that 3,500 bars were to be moved, and that the OIG

Representative would select the samples to be drilled and sent to the contracted
laboratory for assay testng.’

1598
At the conclusion of the entrance conference, the participants went downstairs to the

vault area. The Official Joint Seals on C‘o*npar{mentﬁv qd = erethen

mspected. Once it was determined that the Seals (and corresponding cletb tape, metal
griplock seals and wax impressions) showed no signs of deterioration T tampering, the

Seals were removed from the compartments. The West Point and T—Eeadauaz*e“s nadlocks

were removed and the bar verification and movement process began. L { ‘L

As the 3,500 bars were moved out of Comparmmen Pthe information on the bars w
compared 10 the mformation on the bar schedules. At times, there were minor
discrepancies between the information marked on the bars and the information reflected

n the schedules. For example, occasionally the last decimal place of the fineness

stariiped on a bar did not match that of the schedule. The team was 10ld that the Mint

experienced data conversion problem‘: when the schedules were converted from a
previous software program to Sxcel. Therefors, West Point pﬂrqonnei believed that some
{ineness data on the bar schedules had been transposed or mis-sorted when the data
conversion process took place. This sounded plausible, but the team decided to calculate
the fine troy ounce (FTO} weight using the fineness marked on the bar 1o see if it
matched the FTO weight listed on the schedule, since this wouid provide a small measure
of assurance that a conversion or sorting error had occurred instead of a more serious
sttuation. In all cases, it did match, and the team was satisfied that the fineness marked
on the bar was correct. Team members then annotated their scheduies and the United
States Mint at West Pomnt made changes to the computerized bar schedales so that future
verification of those bars, if required, would not resuit in identification of any
diserepancies.

There was also a minor issue with the schedules 1n that in some nstances, the hallmark
{e.g., Handy and Harmon) was not reflected on the schedules, However, the team
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accepted these deviations after verifying that the remaming information was sufficient to
iwdenuify the bar. Agam, West Point has made changes to their computenized schedules ¢
ensure that the schedules acourately reflect hallmark information in case the bars are

audited in the future. ( bl
# The 3,500 bars removed from Compartmer  BBvere placed in Compartment|

—

after comparing information on the bars 1o the information on the bar schedules. While

. moving the bars, team members noticed that the cioth tape seouring the Official Joint
Seal on Compam‘nent';,, vas frayed and in need of replacement. A decision was made
(4 { 10 replace the Seal at the end of the gold verification process rather than wait until the
vearly Seal Inspection planned for late September.

> During the bar movement, 92 bars were selected by the O1G Representative for sampling.
Drilling of the samples was performed on July 26", The 92 bars were weighed for their
pre-sampie weight, sampies were drilled and weighed, and the bars were weighed again
after drilling. There were no discrepancies between actual bar weights and the bar
weights recorded on the schedules, after consideration of the tolerances contained in Mint
Policy Memorandum FIN-09.  The Director’s Representative, O1G Representative, and
West Point Mint representative zach independently compured all wei ghts during the
dniling/weighing process and agreed on sample and bar weights so that there would be
no discrepancies in the information recorded by the representatives.

» The samples were taken to the FedEx mailing facility and mailed to the independent

asszy lab, and gold granules representing the amount of samples removed were placed in
Compartment b__.

o

Official Joint Seals were prepared showing the new compartment contents, and hung on
Compartment§____5d ! new Official Joint Seal was also prepared and hung on
Compartmery Wadlocks or combinations wers changed for any of the three
compartments, since replacement of locks is scheduled to occur in September along with
mspection of all Official Joint Seals.

» This year, the Mint implemented an inter-agency agreement with the U.S. Army, White
Sands Missile Range in Las Cruces, New Mexico for gold assay testing. On August [6,
26035, White Sands provided assay results to the OIG and to the Mint COTR for the 92
samples forwarded 1o them on July 22nd. These results are being evaluated by the O1G
to ensure that finenesses reflected on the bar scheduies agree to the finenesses reported by
the laboratory. Based on past assay test results, discrepancies are not expected, bar if
any are 1dentified, & follow-up report will be forwarded to all recipients of this
memorandum.

FINDINGS:
» The 2005 gold verification at the United States Mint at West Point was completed
successiully, with 3,500 bars being moved and 92 sampies taken. No significant
discrepancies were found during bar movement. Minor discrepancies were found



between the information marked on a bar and the corresponding mformation refiected on

the bar schedule; however, the team was satisfied that these discrepancies were the result
of data conversion problems and did not represent inaccurate representation of assets in

the Mint’s accounting records. < @ <
Compartmenff W contains 9,177 gold bars and Compartment’ co:zm

4,389 bars. It is anticipated that the f@ﬂmmmg 4,382 bars in Compartment] Wil be
verified and moved during the next gold verification.

W
v

T wouid like 1o thank everyone involved in this yvear's gold verification for their ceoperation and

assistance i making the gold verification proceed smoothly. Should you have any questions

regarding this memorandum or require further information, please do not hesitate to contact
at (202 772-7430.

By Office of Inspecior General
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ATTACHMENT A: VERIFICATION TEAM

Vnited Stateg Mint at West Point
Julv 18, 20035 through July 22, 2005

i &

Director’s Representatives:

L

FFO Office of Management Support and Intemal Control
£FO Office of Financial Managernent

riant Manager ang Representatives:

. § Manager
@ syrdinator
¢+ (Checkers and Alternates:

DQ%GOOGO

Treasury Office of Inspector General Representatives:
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UNITED STATES MINT
WASHINGTON, D.C. 20220 —

MEMORANDUM FOR:

FROM: | v ( b% (o
Management and Program Anaiyst

Office of Management Services -
THROUGH ¥ __ | <bXCQ
\cting Deputy Chier rmancial Officer h
SUBJECT:

2004 Annual Seal Inspection at the United Siates Bullion
Depository in Fort Knox

An Annual Seal Inspection was conducted at the United States Bullion Depository in Fort Knox,
Kentucky on September 21, 2004, This process was conducted i decordance with the United
States Mint Directive 8H-3, “Verification of Dezp Storage Assets”, Mint-wide Policy
Memorandum FIN-08, “Assay Sampling of Deep Storage Assets”, Mint-wide Policy
Memorandum FIN-0%, “Deep Storage Asset Verifications”, Mint-wide Policy Memorandum
FIN-10, “Official Joint Seais”, Miat-wide Policy Memorandum FIN-1 1, “Bules of Conduct
During Deep Storage Asset Verifications and Official Joint Seal Inspections”, and Mint-wide
Policy Memoerandum FIN-12, “Documentation Requirements for Deep Storage Asset
Verifications and Official Joint Seal Inspections”.

Consistent with its role under the Chief Financial Officers (CFO) Act, the Department of
Treasury, Office of Inspector General (OIG) cbserved this verification to attest 1o the accuracy of
the custodial amounts for precions metals which are reported in the United States Mint's
Schedule of Custodial Gold and Silver Reserves and financial statements,

The Seal Inspection was performed by 2 Director’s Representative, an OIG Representative and 2
represertative from the United States Bullion Depository in Fort Knox, as Histed in Attaciment
4. The following describes the objectives and scope of the process and the Director's
Representatives findings and conclusions.

OBIECTIVES AND SCOPE

The objectives of the verification and inspection are to assure that:



o The Deep Storags Assets in the custody of the United States Mint actually exist;
e The Deep Storage Assets are property secured; and

The Deep Storage Assets are accurately accounted for in the United States Mint's
financial records.

The process.covered the following acHVITiEs. oo

¢ The FY 2004 Director’s Representative, with the assistance of those lsted in Attachment

A conducted a welk-through inspection of the Official Joint Seals For sach
cormpartment under Official Joint Seal, an Offictal Joint Seal Inspection Report (MF 977}
was prepared. The Seals were found 1o be in satisfactory condition. They showed no
signs of deterioration gor did the griplocks and ribbons. T herefore, the assets under
Official Joint Seal were accepted at the fine troy ounces recorded on the Seais.

For each compartment under Official Joint Seal, the Director’s Representative’s padioci
was changed. To ensure compliance with the above stated policies and procedures, the
padiocks were exchanged from compartment to compariment, as opposed to new
padlocies being used. This ocourred as a result of Headquarters not having enough
working padiocks.

The Drrector’s Representative assisted the Chief in resetting the combination on the
escape hatch from the vauit,

FINDINGS AND CONCLUSIONS

As ez result of sampling that occurred during the F'Y 2000 verification, the fine ounces on the
Statement of Assets and Liabilities disagres with the Treasury balance by G2 FT0. The GIG
Represemtative and the Director’s Representative agree that the difference fs as aresult of
rounding in the sampiing process; however the decision as to how the final accounting of the

002 Fine Ounces will occur has not been shared with the Director's Represemative by the OIG
to date.

In particuiar, the Director’s Representative would like o thank the personnel at the United Stateg
Bullion Depository for being gracious hosts.

Shouid you have any questions regarding this memorandum or require further information.
please do not hesitate to contact me at (202) 772-7026.

‘reasury Office of inspector Gener



Attachment A: Verification Team ‘ ( bx (é
United States Bullion Depository '

Fort Knox, Kentucky
September 21, 2004

Drrector’s Representative:
wgement and Program Analyst, Office of Management Services, Program

" Review Divigion

Plant Manager/Gfficer in Charge Representative:

Treasury OW& Inspector General Representative:
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MEMORANDUM FOR. % L
ASSOCIATE DIRECTOR/CHIEF FINANCIAL OFFICER

e

o
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FROM.: ‘

wvianagement and Program Analyst
{Office of Management Services

[

THROUGH: — -
Acting Deputy Chief Financial Officer
guc)

SUBJECT. 2004 Annual Seal Inspection at the United States Mint at Denver
An Annual Seal Inspection was conducted at the United States Mint a3 Denver on September
2004, This process was conducted in accordance with the United States Mint Directive 8H-3,
“Verification of Deep Storage Assets”, Mint-wide Policy Memorandum FIN-08, “Aszay
Sampling of Deep Storage Assets”, Mint-wide Policy Memorandum FIN-09, “Deep Storage
Asgset Venfications”, Mint-wide Policy Memorandum FIN-10, “Official Joint Seals”, Mint-wide
Policy Memorandum FIN-11, “Rules of Conduct During Deep Storage Asser Venfications and
Official Jomt Seal Inspections . and Mint-wide Policy Memorandum FIN-12, “Documentation
Requirements for Deep Storage Asset Verifications and Official Joint Seal Inspections”

Consistent with its role under the Chief Financial Officers (CFO) Act, the Department of
Treasury, Cffice of the Inspecior General (O1G) observed this verification o aties: to the
accuracy Of the custodial amounts for precious metals which are reported in the United Stazes
Mint's Schedule of Custodial Goid and Sitver Reserves and financial statements.

The Seal Inspection was performed by a Director’s Representative, an OIG apresentative and a
representattve from the United Siates Mint at Denver, as fisted n Attachment A

The following describes the objectives and scope of the process and the Director’s
Representatives findings and conchugions.

OBIECTIVES AND SCOPE

The objectives of the verification and inspection are to assure that:

e

¢ The Deep Storage Assetsin the custody of the United States Mint actually exist;
¢ The Deep Storage Assets are property secured: and

¢ The Deep Storage Assets are

accurately aceourtted for in the United States Mint's
financial records.



The process covered the following activities: < bk

¢« The F'Y 2004 Director’s Representative, with the assistance of those Hsted m Attachment
A, conducted a walk-through mspection of the Official Joint Seals. For each
compartment under Official Joint Seal, an Official Joint Seal Inspection Report (MF $77)
was prepared. The Seals were found to be in satisfactory condition; however, some of
the older Seals are beginning to show signs of deterioration. These Seals are specifically
listed below in the “Findmgs and Conclusions” section. Despite the deterioration of the
Seals, there was no evidence that the Seals or any other part of the compartments had

been tampered with and therefore, the assets under Official Joint Szal were accented at
the fine trov ounces recorded on the Seals.

» For each compariment under Official Joint Seal, the Director’s Representative’s padiock
was chenged. Ofthe 15 locks, one lock needed to be cut off using bolt cutters after three
separate ndividuals unsuceessfully attempted to use the combination to open . This
lock, along with the other 14, was returned to Headquarters to be sent 1o 2 locksmith for
cleaning, recalibration and to have new combinations set on them: On the lock that was
cut, in addition to the above, the locksmith will need to replace the shackle.

FINDINGS AND CONCLUSIONS

[t is the recommendation of the Director’s Representative that the following Seals be replaced in
FY 2005 for the reasons noted:

o Seal 944, dated April 27, 1979: The wax impressions are beginning to crumble and fall
off of the ribbon to the botom of the Seal jacket, thus making it difficult to identify the
mitials contained in the wax.

Seal 1324, dated Sepiember 19, 1978 The wax impressions are beginni ing to crumble
and fall oﬁ of the ribbon to the bottom of the Seal jacket, thus making jt diffic

itio
identify the intials contained m the wax

Seal 994, dated October 28, 1983 The wax Impressions are beginning to crumble and

fall off of the ribbon 1o the bottom of the Seal jacket, thus makmg it azﬁimh to entify
the tpitials contained in the wax,

In particular, the Director’s Representative would like to thani the personnel at the Unitad State
Mint &t Denver for being gracious hosts. ’

Should you have any questions regarding this memorandum or require further information
please do not hesitate to contact me at (202) 772-7026

e —D
¢ gEsury Otfice of Inspector General (—@
reasury Office of Inspector General -




Attachment A; Verification Team
United States Mint at Denver , (é)
seprember 28, 2004

Director’s Reprasentative:

@‘gemem and Program Analyst, Office of Management Services, Program
Review [Mvision

Plam Manager/Officer in Charge Representative:

Treasury Office of the Inspector General Representative:



September 30, 2004 < b Y@
MEMORANDUM FOR,  *

o
ASSOCIATE DIRECTOR/CHIEF FINANCIAL OFFICER

FROM: —

Management and Program Analyst

Office of Management Services
THROUGH: 4

Acting Deputy Chief Financial Officer
SUBJECT:

2004 Annual Seal Inspection at the United States Mint at Denver

An Annual Seal Inspection was conducted at the United States Mint at Denver on Sepiember 28
20604, This pracess was conducted in abuﬂfdaﬂ(}” with the United States Mint Directive 853,
“Verification of De ep Storage i‘xsgets , Mint-wide Policy Memorandum FIN-08, “Assay

Sampling of Deep Sm rage Assets ’\/ima wide Policy Memorandum FIN-09, “Daep Storags

Asser Verifications”, Mint-wide Policy Memorandum L-L\ 10, “Official Toint Seals”. Mint-wide
Policy Memoraneium FinN.11

11, “Ruies of Conduct During Dt-‘:ﬂn Storage Asset V erifications and

Official Joint Seal Inspections”, and Mint-wide Policy Memorandum FIN-12, “Documentation

Requirements for Deep Storage Asset Verifications and Official Joint Seal Inspections”.

Consigtent with its role under the Chief Financial Officery {CFO; Act, the Department of
Treasury, Office of the Inspector General {OIG) observed this verificarion to attest to the

accuracy of the custodial amounts for precious metals which are reported in the United States
Mint’s Schedule of Custodial Gold and Sitver Reserves and financial statements,

The Seal Inspection was performed by a Director’s Reprﬂsemamﬂ an OIG Representative and &
representative from the United States Mint at Denver, as listed in Attachment A

The following describes the objectives and scope of the Process and the Director’s
Representatives findings and conclusions.

QBIECTIVES AND SCOPE

The objectives of the verification and inspection are to assure that:
The Deep Storage Asses in the custody of the United States Mir acrually 2XIST;
¢ The Deep Storage Assets are properly secured; and

¢ The Deep Storage

Assets are accurately accounted for in the United States Mint's
financial records,



The process covered the following activites: ( &)X

¢ The FY 2004 Direcior’s Representative, with the assistance of those listed m Attachmern:

A conducted a walk-through inspection of the Official Joint Seals. For each
compartment under Official Joint Seal, an Official Joint Seal Inspection Report (MF 8
was prepared. The Seals were found 1o be in sausfactory condition; however, some of
the older Seals are beginning 1o show signs of deterioration. These Seals are specifically
i1sted below in the “Findings and Conclusions” section. Despite the deterioration of the
Seals, there was no evidence that the Seals or &y other part of the compartments had
een tampered with and therefore, the assets under Official Joint Seal were accepted at
the fine trov ounces recorded on the Seals.

77)

For each compartment under Official Joint Seal, the Director’s Representative’s padiocic
was changed. Of'the 15 locks, one lock needed to be cut off using bolt cutters afier three
separate ndividuals unsucce ssfuﬂy attemipted to use the combination to open 1. This
lock, along with the other 14, was returned 10 Headquarters to be sent 1o a locksmith for
cizaning, recalibration and to have new combinations set on them. On the loclk that was
cut, in addirion to the above, the locksmith will need 1o replace the shackie.

FINDINGS AND CONCLUSIONS

it 1s the recommendation of the Director’s Representative that the foliowing Seals be replaced in
FY 2005 for the reasons noted:

¢ Seal 944, dated April 27, 1979 The wax impressions are beginning to crumble and fall

off of the ribbon to the Doﬁ:cm of the Seal jacket, thus making # difficult to identify the
instials contamned in the wax.

Seal 1324, dated September 19, 1978 The wax impressions are peginmnyg to crumbie
and fall off of the ribbon to the bottom of the Seal jacker, thus making it difficul
identify the nitials contained in the wax.

it

T

Seal 996, dated Octover 28, 1983 The wax impressions are beginning t0 crumbie and

fall off of the ribbon to the bottom of the Seal jacket, thus making it difficul to identify
the mitials contained in the wax

In particular, the Director’s Representative would like to thank the personnel at the United States
Mint at Denver for being gracious host

Should you have any questions regarding this memorandum or require further information,
piease do not hesitate to contact me at (202) 772-7026,

fam=d

: Binspector General QDX (@
Efreabum Office of Ingpector General } "



ttachment A Verification Team {
United States Mint at Denver (@
September 28, 2004 :

Director’s Represemtative:

it and Program Analyst, Office of Management Services, Program

Review Drvision

Plant Manager/Officer in Charge Representative:

Treasury Office of the Inspector General Representative:

Prepared By

Cleared By Cleared By i

£ OMS
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August 19, 2003

Assistant Director for vk
United States dint

Department 01 the Treasury
-
i

Washingion D. C. ;
The FY 2003 Headguarters Representative, with the assistance of two persons from the

Office of the Inspector General (O1G), conducted & walk-through mspection of the deep
storage gold under official Joint seal for the Fort Knox Bullion D upobmow on Atgust 12,
2003, The Headquarters Representative and the OIG representatives concluded that the gold
on hand was accurately reflected in the Bullion Accounting records as of Angust 12, 2003,

The following represents the objectives. scope. findings and conclusions of the settlement.

OBIECTIVES AND SCOPE

The cobjectves and scope of the Fort Knox annual inspection is to verify all the goid under

o1t seal as of the inspection date, ensure that this gold 18 properly and accurarely recorded
in the pallion accounting records, and prepare inspection reports for Official Joint ¢ A*S

The Headguarters Representative was satisiied that the assets reported on Form 1068A -
Inventery of Monetary Assets as of August 12, 2003 accurately reflected materials on hand
at the Fort Knox Bullion Deposttory,

olnt seals were inspected and an Official Joint Seal Inspection Report (MF 977) has
been preparad for sach seal. The seals were found 10 be accepiable. There was no
deterioration of the seals and/or grip locks, nor any fraved nbbons. Therefore, the assets

v

under joint seal ware accepied at the fine oy ounces recorded on the seals,

The arachments 1o this correspondence identify each compartment that 1s under Joint Seal

wioW

an¢ an additional comparument that contained assay samples, but was not jointiv seajed.
Each jointly sealed compartment 18 jointly seaied ov representatives of the Dirzetor of the
Mint and representatives of the Fort Enox Bullion Denoszto:x The additional compariment
that contamed the assey samples was sealed and recorded by Ft. Knox Bullion Depository
personnel only and was wﬁnesned by me personally. Each Ofﬁcial Joint Seal Report and
one separate seal report mdicates the fine woy ounces (FT0's) of gold contained in each
cormnpartment.



FINDING AND CONCLUSION

Official Joint Seals at f‘ns: Fort Knox Bullion Depository recorded 1473
gold and the Bullion Accounting records reflected 147,341.848.210 FTO%. A separate seal
was mspected that contained assay samples conteining 10.172 FT

0%, The wtal FTOs on
hand were 147,341.858.382 and there was no difference between the physical | mventory and
the accounting records.

41,848 210 FTO's of

{would also like to express my appreciation for the cooperation and support of the Acting
Otfficer in Charge, and all of the institutional personnel at the Fort Kr
Their efforts agsured a successful mspection.

- (b))

// Hga[dqu ATIErS chres*’*ntatw&

Knex Bullion Depository,

Attachmensis
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The FY 2002 Annual Settlement Chairperson with the assistance of two persons from the Office
of the Inspector General (OIG), conductad a walk-through inventory of the deep storage gold
under official joint seal for the Fort Knox Bullion Depository on September 26, 20602, The

Chairperson and the OIG representatives concluded that the goid on hand was accurately
reflected in the Bullion Accounting records as of September 26, 2002.

The following represents the objectives, scope, findings and conclusions of the settfiement.

OBJECTIVES AND SCOPE

The objectives and scope of the Fort Knox settlement were o vm'n:}, all the gold under joint seal
as of the settiement date, ensure that this gold is properly and accurately recorded in the bullion
accounting records, and prepare inspection reports for Official Joint Seals.

This inventory was conducted in accordance with the Mint Directive for Annual Settlement
Instructions, MD BH-1 dated 7/21/97. The Settlement Chairperson was satisfied that the assets
reported on rorm 1068A - Inventory of Monetary Assets as of Septernber 26, 2002, accurately
reflected materials on hand at the Fort Knox Bulhon Depository.

The joint seals were inspected and Official Joint Seal Ins

ection Reports (MF $77) were
nrepared for each

eal. The seals were found to be acceptable, and there was no deterioration of
the seals and/or grip locks nor any frayed ribbons. Therefore, the assets under joint seal were
accepted for settlement purposes at the fine trov ounces recorded on the seals.

The attachment to this correspondence identifies the compartments that are under Joinr Seal,

These compartments are jointly ssaled by representatives of the Director of the Mint and
representatives for the Fort Knox Bullion Depostory. Each Official Joint Seal Report indicates
the fine woy ounces (FTO's} of gold contained in each compartment.



FINDING AND CONCLUSION

Official Joint Seais at the Fort Knox Bullion Depesitory recorded 147,341,858.382 FTO's of

goid and the Bullion Accounting records reflected 147,341,858.382 FTO's or no difference
petween the physical inventory and the accounting records.

I would aiso like to express my appreciation for the cooperation and support of the Officer in
Charge, and ail of the institutional personnel at the Fort Knox Bullion Depository. Their efforts

assured a suecessful settiement.
Sincerely, (
& I A, . Q

SRR

SN

Attachments
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The FY 2001 Annual Setflement Chairperson for the Fort Knox Bullion Depository

conducted a walk-through mventory of the deep storage gold under official joint seal on
June 20, 2001, The Chairperson concluded that the gold on hand was accu
the Bullion Accounting records as of June 29, 2001,

o

ratelv reflected n

The following represents the objectives. scope, findings and conchusions of the settlement,

OBJECTIVES AND SCOPE

The objectives and scope of the Fort Knox settlement were to verify all the gold under jomt
seai ag of the settiement date, ensure that this gold is properly and accurately recorded in the

bulllon accounting records, and prepare mspection reports for Official Joint Seals.

This inventory was conducted 1 accordance with the Mint Directive for Annual Settlement
Instructions, MD 8H-1 dated 7/21/97 The Settlement Chairperson was satisfied that
assets reported on Form 10684 - Inventory of Monetary Assets as of June 29, 2001
accurately reflected materials on hand at the Fort Knox Builion Depository.

o
the

The joint seals wers mbneaed and Official Joint Seal Inspection Reports {MT 677)
prepared for each seal. The seals were found 1o be acceptable, 4

Wil
by

21e
. and thers was no

deterioration of the seals and/or grp locks nor any frayed ribbons. Therefore, the assets
under jotnt seal were accepted for settlement purposes af the fine trov ounces recorded on
the seals. In addition, a verification of the cash imprest fund was conducied and the cash
palence of 31,000 was confirmed as recordad w the agsnev's fimancial r

,
¢ FeCUras.



FINDING AND CONCLUSION

Official Joint Seals at the Fort Knex Bullion Depository recordad 147.341,858.382
¥TO's of gold and the Builion Accounting records reflected 147,341, 858.382 FTO's or
ne differen ce between the physical inventory and the accouniing records.

I would like to express my. appreciation for the cooperation and support of the Offic
Charge, his representative, and all of the mstitutional personnel. Thet
successul settlement.

erin
r ef

r efforts assured a

S (b) @

&‘—-u\._...
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/" Thairperson
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Associate Direcior for Policy and Management/CFQ
United States Mint

801 9th Street, NW,

‘Washington D.C. 20220

A gold verification was conducted at the United States Mint Gold Deposttory, Fort Knox,
Kentucky from July 16-19, 2000. This gold verification process was conducted in accordance
with the Mint's Standard Operating Procedure for Gold Verification. Consistent with their role
under the Chief Financial Officers (CFQ) Act, the Department of Treasury, Office of the
inspector General {OIG) observed the gold verification 10 atiest to the accuracy of the custodial
arnounts for precious metals which are reported in the Mint's annual financial statements. The
verification committee consisted of Director’s and facility representatives as listed in
Attachment A. The verification process included opening the outgoing compartment and
verifying by melt the number of gold bars to the existing bullion scheduies, The process also
included, weighing and drilling of selected bars 1o obtain assay samples, movement of the bars
to the final storage compartment, sealing of the new storage compartment, and transferring of
assay samples to the assay laboratory. The following describes the objectives and scope of the
gold verification process and the Committee's findings and conclusions.

OBJECTTVES AND SCOPE

The objectives of the gold verification are to assure that:
e (old in the custody of the U.S Mint physically exits,

e The fineness, year, and melt number stamped on each bar in that compartment aeress with
the information stated on the certified bar schedule.

& The gold is properiy secured.

¢ The gold is accurately accounted for in the Mint's financial records,



- ()X

The verification process covered the following activities:

6 C(}mpmuaﬁ incependently selected by the OIG to be verified.

» The OIG predetermined the sample size and individual bars to be drilled for assay
determination.

¢ The Committee verified information on the existing Headquarters' bar schedules of gold
bars in compartmes Yo the bars physically stored in that compariment,

¢+ The gold bars inventoried in compartmer Bere then re-stacked in compartmes  Bor
final storage.

¢ Drill samples were taken from sample melts in order to validate the fineness of the bars
being verified.

74

The Fort Knox Officer in Charge representative obtained samples by alternately drilling
from the top and bottom the selected bars. (A total of 93 samples were selecied).

» The OIG mdependently assigned a control number to each sampie prior to their transfer
to Ledoux and Company, an independent contractor, responsibie for determining the
fineness of the sarple assays. Ledoux’s analysis of the sampies provides independent
verification to the fineness staied o the Mint certified gold bar Hsting, Ledowx will
report the resuits of these assays to the OIG. The OIG will then provide to the Mint
Ledoux’s assay results as well as their opinion of the assay results on the samples taken,

W

Representatives from the Committee and the OIG accompamed by 2 U.S Mint police
officer mailed the samples to Ledoux and Company via registered mail.

FINDINGS AND CONCLUSIONS

A All the bars verified were classified as “coin” gold, meaning that the finensss of the bars
verified is less than high fine. The samples taken from melts contained 2 total of 10.172
FTO's of gold. Swesps were coliected from compartment 26 and the arilling location
and placed in campartmen‘:ﬂmm the gold bars.

B. There were no exceptions identified in verifying the recorded fineness and dates of sach
goid bar per Headquarter listing 1o the physical assets, No differences existed between
the number of gold bars in each meit to the related bar ilsting.




TS

At the conclusion of the verification, the committes affixed an Official Joint Seal,

-

number 1591, to comparimen ,,,,ﬁf he seal was signed by Fort Knox Depository, Mint
Headquarters, and OIG representatives in order to establish joint control over these gold

reserves. Mint headquarters and 2 Fort Knex reur°senmmve affixed new combination
i locks to the joint sealed compartment.

D. The OIG is in receipt of Ledoux assay report. To date we have not been informed by the |

OIG of their analysis of the assay resuits. Resulte of the OIG analysis will be
communicated under separate memo.

E. Contents of compartmem are as foliows: Qb L ‘>

ﬁ "ai 29] removed ] 5 |
| from Comparﬂneﬂj 14,262 | 5,067,423.01 | 4,579.398.963 1 !
i Less: Assay Sampiles (11265 - (16.172) 1 i]
“Totalon Joint Seal | 14.362 | 5,06T.411.95 | 4579388586 1 |
: 1591 placed on . - WE |
| Compartmeng ; o

Shouid vou have any questions or comments about this memorandum pleass contact me on
{2021 354.7932. :

Chalrman
2000 Fort Knox Gold Verification

]
2

()



Personnel for FY2000 Fort Knox Gold Verification
July 10 through Fuly 22, 2000

0

Bar Handiers

1. e Fort Knox

2. Weast Polnt

3. Denver

4, Denver

5. Danver

g. Denver

7. ~ San Francisco
8. San Francisco
Fort Knox Officer in Charpe Representatives
1.’ T—— West Point

2. West Point

3. 5  San Francisco
Director Representatives

T Headquarters
2. West Point

3l Headquarters
OFG Representatives

g =

2.

3.

GAQO Representatives
None Attending

Linied States Mint-Final

Attachment A



DEPARTMENT OF THE TREASURY
UNITED STATES MINT
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Dreputy Lirector

United States Mint
Department of the Treasury
Washington D. C. 20220

Dear*

The FY 2000 Annual Settlement Chairperson for the Fort Knox Bullion Depository
conducied a walk-through 1nventory of the deep storage gold under official joint seal on
August 31, 2000. The Chairperson conciuded that the gold on hand was accurately reflected
in the Bullion Accounting records as of August 31, 2000,

The following represents the objectives, scope, findings and conclusions of the settiement.

OBJECTIVES AND SCOPE

The objectives and scope of the Fort Knox settlement were to verify ali the gold under joint
seal as of the settlement date, ensure that this gold is properly and accurately recorded in the
bullion accounting records, and prepare inspection reports for Official Joint Seals.

This inventory was conducted in accordance with the Mint Directive for Annual Settlement
instructions, MD 8H-1 dafed 7/21/57. The Settiement Chairperson was satisfied that the
ssets reported on Form 1068 A - Inventory of Monetary Assets as of August 31, 2000
accurately reflected materials on hand at the Fort Knox Bultion Depository.

o

The joint seals were inspected and Official Joint Seal Inspection Reports (MF'977) we
prepared for sach seal. The seals were found to be acceptable, and there was no

deterioration of the seals and/or grip locks nor any frayed ribbons. Therefore, the asset

under joint seal were accepied for setilement purposes at the fine frov ounces recorded on
the seals.

The two attachments to this correspondence identify the compartments that are under Join:
Seals and Agency Seals. Attachment A identifies those compartments that are jointly sealed
by representatives of the Director of the Mint and the representatives from the Fort Knox

Bullion Depository and the fine troy ounces (FTQ's) of gold contained in each.



FINDING AND CONCLUSION

Official Joint Seals at the Fort Knox Bullion Depository recorded 14’7",341,848.288 FT{(s
of gold and the Bullion Accounting records reflected 147.341,848.208 FTO's or no
difference between the physical inventory and the accounting records,

[ would like 1o express my appreciation for the cooperation and support of the Officer in
Charge. his representative, and all of the institutional personnel, Thei

r efforis assurad
successtul seftlement. :

Sincerely, ™
!

Chairperson

Attachments
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FINDING AND CONCLUSION C I ’ >

Official Joint Seals at the Fort Knox Bullion Depository recorded 147,341,848.208
FTQ's of gold and the Bullion Accounting records reflected 147,341,848.208 FTO's or
no difference between the physical inventery and the accounting records.

{ would Iike to express my appreciation for the cooperation and support of the Officer in

Charge, his representative, and all of the institutional personnel. Their efforts assured a
successul settlement,

Sincerely,

Chairperson - XQ

Attachments
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“Deputy Associate Direc
Tor Finance/DCFO .
Umted States Mint
633 3 Streer, NW.
Washington D.C. 20220

Acting ‘:)upe::mterd“m‘ 'Wes Point
West Pomt New York 10996-0037

The West Point Goid Verification Comﬁmflee conducted the only gold verification for fiscal year
169G a1 the United States Mint, West Point, New York from June 7- 18, 1999, This gold
verification process was conducted in accordance with the approved Mint's Standard Operating
Procedure for Gold Verification. Consistent with their role under the Chisf Financial Officers'
(CFO} Act 1o attest to the accuracy of the Mint's financial stavements, representatives from the
Department of Treasury, Office of the Inspector General (O1() observed the gold verification. The
verification included opening of the outgoing compartmeny, verifying the number of goid bars in
sach melt 10 the existing bullion schedules. movement of bars to the final

storage compartment,
weighing and drilling of szlected bars necessary to obtain assay samples, sealing of the new storage

compartment, and transferming of assay sampies 10 the assay laboratory. With the exception of mait
number 1593, all melts were verified 10 be in agresment with the current bar schednle. The
findings of melt number 1593 are discugsed in the Findings am Congclusion section of this report.

THE"TOIOWiny destribes " the ohTechvesand scope of e goid erme

cation process and the
Committes’s findings and conclusions.

OBJECTIVES AND SCOPE

he ob ’zw*'ves of the gold verification 1s to assure that the goid in the Mint's custody is properiv 7 _
scured, accurately accounied for in the Mint's financial records, and the fineness stated on the (bl(

certified bar Sme;duleﬂ 1s correct. The OIG selected joint s':*aiDQ_ o Friied

and predetermined the sample size and individual bars 1o be driliec for assay determination. The

gold bars at West Point are stored under a jolnt seal and the fineness, vear, and melt number are

,.M.i




stamped on each bar. The Committee verified this informartion by comparing the Headquarters'

listings of gold bars in comparumef - goid bars physically stored in that comparmment.

b B b ‘ . : : : e ' e H o g
Tne gold bars inventoried in comparimen . o ®%Te then re-stacked in compartmentg

final sterage, adding o the gold bars already stored in comparment®  _. ° loint sealed
comparunent? %s previously verified by the QIC and the contents of that comparument were
accepted for ths verification.

In order to validate the fineness of the bars being verified, drill samples were taken from sample
melts. The OIG selected the melts {0 be sampled as well as the bars to be drilied from each

sempied melt. The OIG predetermined that 94 melts would be sampled with drill samples coming

irom ore to three different bars in each selected melt. West Point employees drilted alternating top

and botiom samples from the bars selected. A total of 106 samples was selected. The OIG

independently assigned a contrel number 1¢ each sample prior to their transfer to Ledoux and
Company. Represemmatives from the Committes and the OIG accompanied by a U.3 Mint police

transferred the sampies to Ledoux and Comparny, an independent conwactor, responsibie for

determining the fingpess of the sample assays. Ledoux’s analysis of the samples provides
independent verification to the fineness stated on the Mint certified goid bar listing. Ledoux will

report the results of these assays to the O1G. The OIG will provide Ledoux’s assay resulis to the
Mint.

FINDING AND CONCLUSIQONS

A The gold verification committes reduced melt number 1393 by .298 FTOs of goid, The
OIG randomly selected this melt as part of their selection process of substantiating melt

egnts, After checking the weight of this melt three times, the committes conciuded that
this meit{ 15537, as prescribed in the gold verification directive, was out of tolerance. Under
the procedure outlined in the verification directive the commities adjusted the weight of the
melt to the actual weight,

o

All verified goid bars had been melted by the Mint. None of the gold was newly mined
The samples contained a total of 11,160 F70s of gold and .20 FTOs of silver. Sweeps
were coliected from compartment  © __J from the drilling jocation and placed in
compartme” Wihe ooid bars.

B @J' =

No exceptions where 1dentified in verifying the recorded fineness and dazes of zach gold
bar w0 the physical assets. We also found no differences when we comparing the number

of goid bars in each melt 1o the related bar listing.



ROONE

At the conclusion the_;ﬁmoh, the committee zffixed Official Joint Seal. number
e seal was signed bv represematives from the West Point

Mint, Mint Headquart®Fs, and the OIG in order to estabiish joint control over these gold
reserves.  Alsc, a Mint headquarters and a West Point representative affixed new
combination locks to the joint sealed compartment.

1610, 1o compartmen”

E: An additionaj report will be issued at a future date when the assay results from the
independent laboratory become available.
P The finai compartmert 11d ber contents that the committee joint sealed is as follows:
e

b i | Comparmment ! | ) i o i )
& before pold verification | 8,162 2.500.919.86 | 1,405 788842 | 436,454.13 |
| 4dd: Goid Bars from | |
| Compamment ¥ | 12364 | 475162843 1799048153 904,898.10 |
I Less: Assay Sampies | | (12.14y ] (11180 (.20 f
'; Less: Adjustmentto | ! g ;
| melt 1583 | (30) | (298)
| Towl on Joint Seal L 20,506 1 7.252,532.85 | 4,204,825 539 ¢ 139135203

Should you have any questions or comments about this memorandum please contact ms on
Sincerely,

(202) 874-5869,
Chairman

1999 Wast Point Gold Verification




DEPARTMENT OF THE TREASURY é
UNITED STATES MIWY
WASHINGTON, D.C. 20220

06T 20 =&

MEMORANDUM FOR. ___ e

OFFICER IN CHARGE

F%T KNOX BULLION DEPOSITORY
THROUGH: /|

Assistant Difector Financial P1 me,
Analysis & Review

-

FROM: o ’
Acting Chief, rinanici¥ll Analvais
and Review Division
SUBJECT: Fort Knox 1998 Settlement Inventory Report

The enclosed draft Settlement Inventory Report and its ettachments present the results of the
anmual inventory performed at the Fort Knox Bullion Depository on June 30, 1998. There were
no differences between the inventory and accounting records, therefore, no accounting
adjustments are necessary. Any administrative or accounting problems that oceurred during the
settlement will be addressed in a separate Adminisirative Letter as appropriate.

[ would appreciate any comments you may have to this report by October 27, 1998. These
comments will be included in the final report to the Director. T would like to thank you again for
the fine support that you and your staff provided the settlement commitiee, assuring the success
of this vears settlement.

CCr



DEPARTMENT OF THE TREASURY
UNITED STATES MINT
WASHINGTON, D.C. 20220

Director

United States Mint
Department of the Treasury
Washingron, D. C. 20220

The 1998 Annval Settlement Chairperson for the Fort Xnox Bullion Depository conducted a walk-
through inventory of the deep storage gold under official joint seal on June 30, 1998. The
Chairperson concluded that the gold on hand was accurately reflected in the Bullion Accounting
records as of June 30, 1998,

This 1998 inventory was observed by a representative from the Treasury’s Office of the Inspector
General {O1G).

The following represents the objectives, scope, findings and conclusions of the settlement,

OBJECTIVES AND SCOPE

The objectives and scope of the Fort Knox settlement were o verity all the gold under joint seal as
of the settlement date, ensure that this gold is properly and accurately recorded in the bullion
coounting records, and prepare inspection reports for Official Joint Seals,

This inventory was conducted in accordance with the Mint Directive for Anmual Settlemient
Instructions, MDD 8H-1 dated 7/21/97. The Settlement Chairperson was satisfied that the assets

reported on MF 1068A - Inventory of Monetary Assets as of June 3G, 1998 accurately reflected
materials on hand at the Fort Knox Bullion Depasitory,

The joint seals were inspected and Official Joint Seal Inspection Reports (MF 977} were prepared
for each seal. The seals were found to be acceptabie, and there was no dererioration of the seals
and/or grip locks nor any frayed ribbons. Therefore, the assets under Joint seal were accepted for
settiement purposes at the fine troy ounces recorded on the seals,

There are three attachments to this letter. The first two attachments identify the compartments that
are under Joint Seals and Agency Seals. Aftachment A identifies those compartmenss that are jointhy:

sealed by representatives of the Director of the Mint and the representatives from the Fort Knox
Bullion Depository and the fine troy ounces (FTO's) of gold contained in each. Aftachment B



identifies those compartments that are sealed with Agency Seals which were inspec
Commres and whose confents are not known to anvone other then the sealin
representatives of the Fort Knox Bullion Depository, and pessibly the Chief, Securit

eview Staff at Mint Headquarrers. The third attachment. (Attachment C), is the 1997
eport. The Depury Director of the Mint nad not concurred with t

cred by the
ng 2g8n
1ty/in wmai

Settlement
£ report prior w the 1993
Settlement. The Statement of Concurrence m this letter addresses both the 1997 and 1998
ettlements.

?3

U’i s

In addition. the setilement commitiee audited the facility imprest fund and verifled that the total
cash, checks and receipts pending disbursement totaied $1.000 as reflected in the records at
Headguariers. We aiso counted and verified the inventory of “Law Enforcement Coins™ and found
the mvemory to be complete and accurate.

FINDING AND CONCLUSION

Official Joint Seals at the Fort Knox Bullivn Depository recorded 147,341,870.463 FTO's of

gold and the Builion Accounting records reflected 147,341,870.463 FTO's or no difference
between the physical inventory and the accounting records.

I 'would like fo express my appreciation for the cooperation and support of the Officer n Charge, his

represeniative, and all of the institutional personnel. Their cfmus ssured & successiul settiement,

C 30

Chairperson

Attachments



Qs

Statement of Concurrence

(1997

and 1998 Fort Knox Bullion Depesitory Settlement Reports)

be adiustad.

{ concur with the findings and conclusions of this report and that the accounting records need not

Date
Deputy Director

United States Mint
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ATTACHMENT B

‘ \ FORT ENCX BULLION DEPOSITORY
1998 SETTLEMENT
_ A% OF JUNE 30. 1998

COMPARTMENT

AGENCY SEAL | DATE LIST OF CONTENTR
NUMBER

NUMBER |  SEALED

LA

251 L 0/01/97 NOT AUTHORIZED

l ; 2516 i W00we7 . NOT AUTHORIZED

| 617 10/01/97 NOT AUTHORIZED

2614 LR0m97 ) NOT AUTHORIZED
o ; ‘1

- 2618 - 10/61/87 | NOT AUTHORIZED
— = ? !
i 1

1

2615 | 100187 | NOT AUTHORIZED

; 2620 10001797 LONOT AUTHORIZED

Total Compartments 7
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ment C
DEPARTMENT OF THE TREASURY
UNITED STATES MINT
WASHINGTON, D.C. 20220

Director b {O
United States Mint
P

Deparment of the Treasury
Washmgton D, C. 26220

Dear

The 1997 Anmnual Settlement Chairperson for the Fort Knox Bullion Depository conducted a walk-
through mventory of the deep storage gold under official joint seal on August 28, 1997 The
Chairperson concluded that the gold on hand was accurately reflected in the Bullion Accounting
records as of August 28, 1997,

This 1997 inventory was observed by two representatives from the Office of the Inspector General
{O1G). :

The following represents the objectives, scope, findings and conclusions of the settiement.

OBJECTIVES AND SCOPE

The objectives and scope of the Fort Knox settlement were to verify all the gold under joint sea) as
of the settlement date, ensure that this gold is properly and accuratelv recorded in the bullion
accournting records, and prepare inspection reports for Official Joint Seals.

This inventory was conducted in accordance with the Mint Directive for Annual Settlement
Inswuctions, MD 8H-1 dated 7/21/97. The Settlement Chairperson was satisfied that the assets
reported on Form 10684 - Inventory of Monetary Assets as of August 28, 1997 accurately reflected
materials oo hand at the Fort Knox Bullion Depository.

The joint seals were inspected and Official Joint Seal Inspection Reports (MF 977) were preparsd
for each seal. The seals were found to be acceptable, and there was no deterioratior of the seals
and/or grip locks nor any frayed ribbons. Therefore, the assets under joint seal were accepted for
setilement purposes af the fine troy ounces recorded on the seals.

The two attachments 1o this correspondence identify the compartments that are under Joint Seals and
Agency Seals. Attachment A identifies those compartments that are jointly sealed by representatives
of the Director of the Mint and the representatives from the Fort Knox Bullion Depository and the
fine oy ounces (FT0's) of gold contained in each. Attachment B identifies those compartments that
are sealed with Agency Seals which were inspected by the Committes and whose contents are not



known to anyone other than the sealing agency, representatives of the Fort Knox Bullion Depository,

and possibly the Chief, Security/Internal Review Staff at Mint Headquarters.

FINDING AND CONCLUSION

Official Joint Seals at fhé Fort Knox Builion Depository recorded 147,341,870.463 FTO's of
gold and the Bullion Accounting records reflected 147,2341,870.463 FTO's or no difference
between the physical inventory and the accounting records.

[ would like 1o express my appreciation for the cooperation and support of the Officer in Charge, his
representative, and all of the institutional personne!l. Their efforts assured a successful settlement.

Sincerely, i/) @
|/ Chdsedfon

Atftachmenis
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ATTACHMENT B

\ ‘ FORT KNOX BULLION DEPOSITORY
& 1997 SETTLEMENT
“\ AS OF AUGUST 28, 1997

COMPARTMENT | AGENCYSEAL | DATE |

NUMBER NUMBER | SEALED LIST OF CONTENTS
| 2611 | opi0sie7 NOT AUTHORIZED
- 25604 02/05/97  © NOT AUTHORIZED
- | 260 02005097 NOT AUTHORIZED
B | 2612 0624/97 . NOT AUTHORIZED
i“ | 2608 | 020597 | NOT AUTHORIZED
B i 2609 o 02005/97 NOT AUTHORIZED
B | 2610 | 020547 | NOT AUTHORIZED

Total Comparmments 7




()

=tatement of Concurrence

(August 28, 1997 Fort Knox Bullion Depository Settlement Report)

{ concur with the findings and conclusions of this report and that the accounting records need not
be adjusted.

k)

beputy Director
Umnited States Min

1



DEFPARTMENT OF THE TREASURY
UNITED STATES MINT
WASHINGTON, D.C. 26220

06T 20 ioee QQ X@
MEMORANDUM FOR

=IFFICER IN CHARGE
FQ&T KNOX BULLION DEPOSITCORY

&

THROUGH: I

Assistant Dffector Financial Planning,
Analysis & Review

FROM: -
Acting Chief, Financial Analysis
and Review Division
SUBJECT: Fort Knox 1998 Settlement Inventory Report

The enclosed draft Settlement Inventory Report and its attachments present the resuits of the
annuai inventory performed at the Fort Knox Bullion Depository on June 30, 1998, There were
no differences between the inventory and accounting records, therefore, no accounting
adjustments are necessary, Any administrative or accounting problems that occurred during the
settiement will be addressed in a separate Administrative Letter as appropriate.

! would appreciate any comments vou may have to thig report by October 27, 1998, These
cornments wiil be included in the final report to the Director. I would ke 10 thank you again for

the fine support that vou and your staff provided the settiement committes, assuring the success
of this vears settlement.

C:
&



DEPARTMENT OF THE TREASURY
UNITED STATES MINT
WASHINGTON, D.C. 20220

ke

United States Mint
Department of the Treasury
Washington, D. C. 20220

The 1998 Annuai Settlement Chairperson for the Fort Knox Bullion Depost

ory conducted a walk-
through inventory of the deep storage gold under official joint seal on June 30, 1998, The

Chairperson concluded that the gold on hand was accurately reflected in the Builion Accounting
records as of June 30, 1998,

This 1998 inventory was observed by a represe

tative from the Treasury’s Office of the Inspector
General (OIG).

The following represents the obisctives, scope, findings and conclhusions of the settlement.

QRIECTIVES AND SCOPE

The objectives and scope of the Fort Knox settlement wers to verify all the gol
of the settlement date, ensure that this gold is properly and accurately rec
accounting records. and prepare inspection reports for Official Joint Seals.

d under joint seal as
orded in the bullion

This inventory was conducted in accordance with the Mint Direct

ctive for Annual Settlement
Instructions, MD 8H-1 dated 7/21/97. The Settlement Chalisperson was satisfied that the assets

reported on ME 10684 - Inventory of Monetary Assets as of June 3G,

1998 accurately reflected
- materials on hand at the Fort Knox Bullion Depository.

The joint seals were inspected and Official Joint §

¢al Inspection Reports (MF 977) were prepared
for each seal. The seals were found 1o be acc

eptable, and there was no deterioration of the seals
and/or grip locks nor any frayed ribbons. Therefore, the assets under Joint seal were accepted for
settlement purposes at the fine troy ounces recorded on the seals.

There are three attachments to this letter. The first two attachments identify the compartments that
are under Joint Seals and Agency Seals. Aftechmert A identifies those compartments that are jointly
sealed by representatives of the Director of the Mint and the representatives from the Fort Knox
Buliion Depository and the fine troy ounces (FTO's) of gold contained in each. Attachment B



R

identifies those compartments that are sealed with Agency Seals which were inspecied by the

Committee and whose comtenis are not known to anyone other than the sealing agency,

represenatives of the Fort Knox Bullion Depository, and possibly the Chief, Security/Internal
Review Staif at Mint Headquarters. The third attachment, (Attachment C) % is the 1997 Settlernent
Report. The Deputy Director of the Mint had not concurred with the report prior to the 1958

Seitlement. The Statement of Concurrence in this letter addresses both the 1997 and 1998
Settlements,

in addition, the settiement committee audited the facility imprest fund and verified that the, total
cash, checks and receipts pending disbursement totaled $1,000 as reflected in the records ar

Headquarters. We also counted and verified the inventory of “Law Enforcement Coins” and found
the inventory to be complete and accurate.

FINDING AND CONCLUSION

Official Joint Seals at the Fort Knox Bullion Depository recorded 147,341,870.463 F7Q's of

gold and the Bullion Accounting records reflacted 147,341,870.463 FTO's or no difference
vetween the physical inveniory and the accounting records,

{would like 10 express my appreciation for the cooperation and support of the Officer in Charge, his

representative, and all of the institutional personnel. Their efforts assured a successful settlement.

R0

Chitrperson

Attachments

" UbYe)



20

Statement of Coneurrences

(1997 and 1998 Fort Knox Bullion Deposttory Settlement Reporis)

[ eoncur with the findings and conciusions of this report and that the accounting records need not
be adjusted,

Daie
“Teputy Director
United States Mint
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1998 SETTLEMENT
AS OF JUNE 30,1998

i | FORT KNOX BULLION DEPOSITORY
-

ATTACHMENT B

. COMPARTMENT AGENCY SEAL | DATE LIST OF CONTENTS
NUMRER . NUMBER SEALED
Emm“ | 2615 10/01/97 NOT AUTHORIZED
o 2616 10/01/97 NOT AUTHORIZED
T 2617 10/01/97 NOT AUTHORIZED |
_____ 2614 10/01/97 NOT AUTHORIZED |
- 2618 10/01/97 NOT AUTHORIZED
- | 2619 | 100197 NOT AUTHORIZED
!____n | 2620 10/01/97 NOT AUTHORIZED

Total Compartments 7




Attachmen: C
DEPARTMENT COF THE TREASURY
UNITED STATES MINT
WASHINGTON, D.C. 20220

Washingron D, C. 20220 '
Dear C EI ({ﬂ

The 1997 Annual Settlement Chairpersef! for the Fort Knox Bullion Depository conducted a walk-
through inventory of the deep storage gold under official joint seal on August 28, 1997, The

Chairperson concluded that the gold on hand was accurately reflected in the Bullion Accounting
records as of August 28, 1997,

Director
United Stares Mint

This 1997 inventory was cbserved by two representatives from the Office of the Inspector General
{01G).

The following represents

the objectives, scope, findings and conclusions of the seftiement.

OBIECTIVES AND SCOPE

The objectives and scope of the Fort Knox settiement were to verify all the gold under joint ses! as
of the settlement date, ensure that this gold is properly and accurately recorded in the bullion
accounting records, and prepare inspection reports for Official Joint Seals.

This inventory was conducted in accordance with the Mint Directive for Annual Settlement
Instractions, MD 8H-1 dated 7/21/87. The Settlement Chairperson was satisfied that the assets

reported on Form 1068A - Inventory of Monetary Assets as of August 28, 1997 accurately reflected
materials on hand at the Fort Knox Bullion Depository.

Thejoint seals were inspected and Official Joint Seal Inspection Reports (MF 977) were prepared
for each seal. The seals were found to be acceptable, and there was no deterioration of the seals

and/or grip locks nor any frayed ribbons. Therefore, the assets under joint seal were accepted for
settlement purposes at the fine rov ounces recorded on the seals.

The two attachments o this correspondence identify the compartments that are under Joint Seals and
Agency Seals. Attachment A identifies those cornpartments that are jointly sealed by representatives
of the Director of the Mint and the representatives from the Fort Knox Bullion Depository and the
fine troy ounces (FTO's) of gold conmined in each. Attachment B identifies those compartments that

are sealed with Agency Seals which were inspected by the Commitiee and whose contents are not



e

known to anyone other than the sealing agency, representatives of the Fort Knox Bullion Depostiory,
and possibly the Chief, Security/Internal Review Staff at Mint Headquarters.

FINDING AND CONCLUSION

Offieial Joint Seals at the Fort Knox Bullion Depository recorded 147,341,870.463 FTO's of

gold and the Bullion Accounting records reflecied 147,341,870.463 FTO's or 1o difference
between the physical inventory and thie accounting records.

[ would like to express my appreciation for the cooperation and support of the Officer in Charge, his
representative, and all of the institutional personnel. Their efforts assured a successful setfiement.

= (b))

V ‘Chisdrpeffon

Attachments

bfe)
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ATTACHMENT B

FORT KNOX BULLICN DEPOSITORY
1997 SETTLEMENT
AS OF AUGUST 28, 1997

T | AGENCYSEAL |  DaTE
] NUMBER SEALED LIST OF CONTENTS
2611 | 02/08/97. NOT AUTHORIZED
2604 02/05/97 NOT AUTHORIZED
2605 02/05/97 NOT AUTHORIZED
2612 | 06497 NGT AUTHORIZED
2608 020597 | NOT AUTHORIZED
2609 02/05/97 NOT AUTHORIZED
| 2610 | 02/05%7 | NOT AUTHORIZED

Total Compartments 7
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Statement of Concurrence

(August 28, 1997 Fort Knox Bullion Depository Settlement Report)

[ coneur with the findings and conclusions of this report and that the accounting records need not
be adjusted.

: Date
Deputy Director
United States Mint




. J
In addition, the settiemert committee audited the facility imoprest fund and verified that the total cash,

checks and receipts pending disbursement totaled $1,000 as reflected in the records at Headguarters. We also

counted and verified the inventory of “Law Enforcement Coins” and found the inventory to be complete and
accurate.

FINDING AND CONCLUSION

Official Joint Seals at the Fort Knox Bullion Depository recorded 147,341,870.463 FT('s of gold and the

Bullion Accounting records reflected 147,341,870.463 ¥T0's or no difference between the physical
inventory and the accounting records.

[ would like to express my appreciation for the cooperation and support of the Officer in Charge, his
representative, and all of the institutional personnel. Their efforts assured a successful settlement.

Sincerely,
Thaitperson
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