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Why GAO Did This Study 

Created in 1923, the Commission 
operates and maintains 24 American 
military cemeteries on foreign soil; 25 
federal memorials, monuments, and 
markers; and 8 nonfederal memorials.  

In accordance with section 2103 of title 
36, United States Code, GAO initiated 
work in July 2012 to conduct the annual 
audit of the Commission’s financial 
statements for fiscal years ended 
September 30, 2012 and 2011. 
Subsequently, on December 28, 2012, 
the GAO Mandates Revision Act of 
2012 was enacted, which repealed 
GAO’s annual requirement to audit the 
Commission’s financial statements. 
However, because the audit was in 
progress at the time the act was 
passed, GAO elected to complete it 
under the authority of the Comptroller 
General to conduct evaluations on 
GAO’s initiative. 

GAO audited the Commission’s 2012 
and 2011 financial statements to 
determine whether, in all material 
respects, the financial statements were 
fairly presented. GAO also tested the 
Commission’s compliance with selected 
laws and regulations.   

What GAO Recommends 

GAO is not making any 
recommendations in this report, but will 
be reporting separately on the internal 
control matters identified during its audit 
and providing recommendations for 
corrective action. 

In commenting on a draft of this report, 
the Commission concurred with GAO’s 
findings and conclusions and stated that 
it has initiated corrective actions on the 
material weaknesses and significant 
deficiency.  

What GAO Found 

In GAO’s opinion, the financial statements of the American Battle Monuments 
Commission (the Commission) as of September 30, 2012 and 2011, and for the 
fiscal years then ended, are presented fairly, in all material respects, in 
conformity with U.S. generally accepted accounting principles. However, GAO 
found two material weaknesses that resulted in ineffective internal control over 
financial reporting. GAO also found one area of noncompliance with laws and 
regulations it tested. 

The material weaknesses concern the Commission’s financial reporting process 
and its monitoring process. Because of these control weaknesses, GAO found 
significant errors in the Commission’s financial reporting that were not detected 
by the Commission. The Commission made the necessary adjustments and was 
able to prepare financial statements that were fairly stated in all material respects 
by fiscal year-end. However, these material weaknesses increase the risk that a 
material misstatement of the Commission’s financial statements will not be 
prevented, or detected and corrected, on a timely basis. GAO also found that a 
previously reported significant deficiency concerning foreign payroll processing 
continued to exist during fiscal year 2012. These material weaknesses and the 
significant deficiency in internal control warrant the attention of those charged 
with governance of the Commission. 

The area of noncompliance concerns the Commission not properly using its 
Foreign Currency Fluctuation Account for fluctuations in foreign currency 
exchange rates related to payments made in foreign currencies. 
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ABMC  American Battle Monuments Commission  

(the Commission) 
FASAB Federal Accounting Standards Advisory Board 
FCFA  Foreign Currency Fluctuations Account 
FMFIA  Federal Managers’ Financial Integrity Act of 1982 
OMB  Office of Management and Budget 
RSI   Required Supplementary Information 
U.S. GAAP U.S. generally accepted accounting principles 
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441 G St. N.W. 
Washington, DC 20548 

July 19, 2013 

The Honorable Merrill McPeak 
Chairman 
The Honorable Max Cleland 
Secretary 
American Battle Monuments Commission 

This report presents the results of our audits of the financial statements of 
the American Battle Monuments Commission (the Commission) as of and 
for the fiscal years ending September 30, 2012 and 2011. These financial 
statements are the responsibility of the Commission. This report contains 
our (1) opinions on the Commission’s financial statements, (2) results of 
our consideration of the Commission’s internal control over financial 
reporting, and (3) results of our tests of the Commission’s compliance 
with selected provisions of laws and regulations. 

In response to a recurring requirement to audit the Commission’s financial 
statements in section 2103(h)(2)(B) of title 36, United States Code, we 
initiated work in July 2012 to conduct the annual audit of the 
Commission’s financial statements for fiscal years 2012 and 2011. 
Subsequently, on December 28, 2012, the GAO Mandates Revision Act 
of 2012 was enacted, which repealed GAO’s annual requirement to audit 
the Commission’s financial statements. (See Pub. L. No. 112-234, § 2(g), 
126 Stat. 1624, 1625 (2012).) However, because we had made significant 
progress on the audit when the act was passed, we elected to complete 
the audit under the authority of the Comptroller General to conduct 
evaluations on GAO’s initiative. We conducted our audit in accordance 
with U.S. generally accepted government auditing standards. 

We are sending copies of this report to the commissioners, interested 
congressional committees, the Director of the Office of Management and 
Budget, and other interested parties. In addition, the report is available at 
no charge on the GAO website at http://www.gao.gov. 
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Should you or your staff have any questions concerning this report, 
please contact me at (202) 512-9377 or clarkce@gao.gov. Contact points 
for our Offices of Congressional Relations and Public Affairs may be 
found on the last page of this report. 

 
Cheryl E. Clark 
Director 
Financial Management and Assurance 

mailto:clarkce@gao.gov�
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441 G St. N.W. 
Washington, DC 20548 

Independent Auditor’s Report 

To the Chairman and Secretary of the American Battle Monuments 
Commission 

In our audits of the American Battle Monuments Commission’s (the 
Commission) financial statements for fiscal years 2012 and 2011,1 we 
found 

• the financial statements are presented fairly, in all material respects, 
in conformity with U.S. generally accepted accounting principles (U.S. 
GAAP); 

• material weaknesses in internal control concerning the Commission’s 
(1) financial reporting process and (2) monitoring process that 
resulted in ineffective internal control over financial reporting for fiscal 
year 2012;2 and 

• a noncompliance with the laws governing the Commission’s use of its 
Foreign Currency Fluctuations Account (FCFA).3 

The following sections discuss (1) these conclusions; (2) required 
supplementary information (RSI) and other information included with the 

                                                                                                                     
1 In response to a recurring requirement to audit the Commission’s financial statements in 
section 2103(h)(2)(B) of title 36, United States Code, we initiated work in July 2012 to 
conduct the annual audit of the Commission’s financial statements for fiscal years 2012 
and 2011. Subsequently, on December 28, 2012, the GAO Mandates Revision Act of 
2012 was enacted, which repealed GAO’s annual requirement to audit the Commission’s 
financial statements. Pub. L. No. 112-234, § 2(g), 126 Stat. 1624, 1625 (2012). However, 
because we had made significant progress on the audit when the act was passed, we 
elected to complete the audit of the Commission’s financial statements for fiscal years 
2012 and 2011 under the authority of the Comptroller General to conduct evaluations on 
GAO’s initiative. 
2 A material weakness is a deficiency, or a combination of deficiencies, in internal control 
such that there is a reasonable possibility that a material misstatement of the entity’s 
financial statements will not be prevented, or detected and corrected, on a timely basis. A 
deficiency in internal control exists when the design or operation of a control does not 
allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, misstatements on a timely basis.  
3 Congress created the FCFA in 1988. FCFA funds are only to be used to pay the cost of 
salaries and expenses that exceed the amount appropriated for salaries and expenses 
because of fluctuations in foreign currency exchange rates that occur after the 
Commission’s budget request is submitted to Congress. 36 U.S.C. § 2109(a). 
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financial statements; (3) our audit objectives, scope, and methodology; 
and (4) the Commission’s comments on a draft of this report. 

The Commission’s financial statements, including the accompanying 
notes, present fairly, in all material respects, in conformity with U.S. 
GAAP, the Commission’s assets, liabilities, and net position as of 
September 30, 2012 and 2011, and its net costs, changes in net position, 
and budgetary resources for the fiscal years then ended. 

However, misstatements may nevertheless occur in other financial 
information reported by the Commission and not be detected as a result 
of the deficiencies in internal control described in this report. 

 
During our fiscal year 2012 audit, we identified two material weaknesses 
concerning the Commission’s (1) financial reporting process and  
(2) monitoring process that resulted in ineffective internal control over 
financial reporting. We also determined that a significant deficiency in 
internal control over the Commission’s foreign employee payroll 
processes,4 which we reported in last year’s audit,5 continued to exist in 
fiscal year 2012. Because of the existence of the material weaknesses, 
the Commission’s internal control did not provide reasonable assurance 
that misstatements, losses, or noncompliance material in relation to the 
financial statements would be prevented, or detected and corrected, on a 
timely basis. Further, as a result of the material weakness in its 
monitoring process, the Commission did not identify and therefore 
disclose the two material weaknesses in its fiscal year 2012 assertion on 
the effectiveness of internal control issued pursuant to Office of 
Management and Budget (OMB) Circular No. A-123, Revisions to OMB 
Circular A-123, Management’s Responsibility for Internal Control (OMB A-
123), and the Federal Managers’ Financial Integrity Act of 1982 (FMFIA).6 

                                                                                                                     
4 A significant deficiency is a deficiency, or a combination of deficiencies, in internal 
control that is less severe than a material weakness, yet important enough to merit the 
attention of those charged with governance. 
5 GAO, Financial Audit: American Battle Monuments Commission’s Financial Statements 
for Fiscal Years 2011 and 2010, GAO-12-404 (Washington, D.C.: Mar. 1, 2012). 
6 31 U.S.C. § 3512(c), (d), commonly known as FMFIA, requires the head of an agency, 
based on the agency’s internal evaluation, to provide an annual Statement of Assurance 
on the effectiveness of the agency’s management, administrative, and financial reporting 
controls. OMB A-123 implements FMFIA and defines management’s responsibility for 
internal control in federal agencies. 

Opinion on Financial 
Statements 

Material Weaknesses 
in Internal Control 
over Financial 
Reporting 

http://www.gao.gov/products/GAO-12-404�
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The Commission’s assertion is presented in its Management’s Discussion 
and Analysis, which accompanies the financial statements. 

In planning and performing our audit, we considered the Commission’s 
internal control over financial reporting for the purpose of determining our 
procedures for auditing the financial statements, not to express an 
opinion on internal control. Accordingly, we do not express an opinion on 
the effectiveness of the Commission’s internal control over financial 
reporting. We considered the material weaknesses and the significant 
deficiency in determining the nature, timing, and extent of our audit 
procedures. Based on the scope of our audit, our internal control work 
would not necessarily identify all deficiencies in internal control, including 
those that might be material weaknesses or significant deficiencies. We 
caution that our consideration of internal control, conducted for the limited 
purposes discussed above, may not be sufficient for other purposes. 

A significant factor contributing to the material weaknesses was that the 
Commission did not effectively assess the risks related to recent changes 
it made to its organizational and financial reporting structure and did not 
design its internal control processes to address the change in risks. 
Therefore, during fiscal year 2012, the Commission did not have 
appropriate policies, procedures, and mechanisms in place to effectively 
and consistently implement internal control over financial reporting. 

Although there were material weaknesses in internal control, the 
Commission made the necessary adjustments and was able to prepare 
financial statements that were fairly presented in all material respects for 
fiscal years 2012 and 2011. However, the material weaknesses may 
adversely affect any decisions by the Commission’s management that are 
based, in whole or in part, on information that is inaccurate because of 
these weaknesses. 

We will be reporting separately to Commission management further 
details about the material weaknesses we found during this year’s audit 
and providing recommendations for corrective action. Our 
recommendations concerning the significant deficiency over foreign 
payroll that we made in last year’s audit remain open.7 We also identified 

                                                                                                                     
7 GAO, Management Report: Improvements Are Needed to Strengthen the American 
Battle Monuments Commission’s Internal Controls and Accounting Procedures, 
GAO-12-830R (Washington, D.C.: July 26, 2012). 

http://www.gao.gov/products/GAO-12-830R�
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other deficiencies in the Commission’s system of internal control that we 
do not consider to be material weaknesses or significant deficiencies, but 
which we believe are important enough to warrant management’s 
attention. We have communicated these matters to Commission 
management. 

 
During our audit of the Commission’s fiscal year 2012 financial 
statements, we identified several deficiencies in the Commission’s 
financial reporting process that collectively represent a material 
weakness. The deficiencies that constituted this material weakness 
include the Commission’s (1) inadequate process for preparing the 
financial statements, (2) improper accounting for accrued foreign currency 
transactions, and (3) ineffective review of financial transactions. These 
deficiencies contributed to significant errors recorded in the Commission’s 
accounting records and in the draft financial statements. As a result, 
adjustments were necessary to finalize the Commission’s fiscal year 2012 
financial statements to achieve fair presentation. A discussion of these 
deficiencies follows. 

Beginning with its fiscal year 2012 financial reporting period, the 
Commission used an external service organization to prepare its financial 
statements. However, the Commission did not have an effective quality 
control process or mechanisms in place to reasonably assure that the 
financial statements were properly prepared in accordance with U.S. 
GAAP and OMB guidance for federal agencies. As a result, the fiscal year 
2012 draft financial statements the Commission provided to us to audit 
contained numerous errors, including significant amounts that were 
misclassified or reported on the wrong financial statement, adjustments 
that were incorrectly reflected in the financial statements, and budgetary 
and proprietary accounts that did not appropriately reconcile. In addition, 
the draft notes to the financial statements omitted certain required 
disclosures and contained information that was incomplete or did not 
properly correspond to related amounts in the financial statements. 

During our fiscal year 2012 audit, we found that the Commission did not 
use the appropriate foreign currency exchange rate to recognize the 
value of accrued transactions originally denominated in foreign currencies 
in its financial statements. In financial statements denominated in U.S. 
dollars such as the Commission’s, all amounts in the balance sheet that 

Material Weakness in the 
Commission’s Financial 
Reporting Process 

Preparation of Financial 
Statements 

Accounting for Foreign 
Currency Transactions 
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are originally denominated in foreign currencies should be translated into 
U.S. dollars at the U.S. Department of the Treasury (Treasury) exchange 
rate at the balance sheet date for financial reporting purposes.8 However, 
in its draft financial statements, the Commission translated these amounts 
using an internally developed exchange rate that for euro-denominated 
accrued transactions, significantly understated the value compared to the 
value that would be derived if the Commission had used the Treasury 
exchange rate for these transactions.9 Since the preponderance of the 
Commission’s accrued balances were originally denominated in euros, 
the draft financial statements were significantly misstated. 

The Commission did not effectively review transactions to ensure that the 
transactions were accurate, valid, complete, and recorded in the 
appropriate accounting period. For example, the Commission did not 
review its open obligations to verify that they remained valid and that 
adjustments were made properly and timely.10 As a result, the 
Commission was not aware that as of September 30, 2012, at least 
$603,000 of recorded obligations were no longer valid, thereby restricting 
the availability of these funds for other purposes. In another example, we 
found amounts recorded in the general ledger that could not be 
reconciled to supporting detail, such as certain deposits of trust fund 
donations the Commission collected from donors to decorate grave sites 
with flowers and maintain and repair nonfederal war memorials. However, 
we were able to obtain sufficient, appropriate evidence that the related 
general ledger balance was not materially misstated. Further, our audit 
found numerous instances in which transactions were incorrectly 
recorded in the general ledger accounting system, including accounts 

                                                                                                                     
8 See Federal Accounting Standards Advisory Board 1, Accounting for Selected Assets 
and Liabilities, and Financial Accounting Standards Board 830, Foreign Currency Matters. 
In addition, the Treasury Financial Manual instructs federal agencies to use the Treasury 
exchange rate for this purpose. 
9 The internal exchange rates the Commission used for recognizing transactions 
denominated in the other currencies were significantly closer to the statutory rate and the 
volume of transactions was considerably less than those denominated in euros. 
Consequently, the effect on these foreign currency transactions was not significant. 
10 When the Commission initially places orders with vendors, it records budgetary 
obligations to reserve funds to pay for the goods and services. Once the goods have been 
received, the services have been performed, or a decision has been made that the goods 
or services are no longer needed, the related obligation is no longer valid and should be 
deobligated. 

Review of Financial 
Transactions 
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payable amounts, budgetary entries, payroll accruals, and depreciation 
calculations. 

During fiscal year 2012, the Commission did not have an adequate 
process for monitoring the design and operating effectiveness of its 
internal control to identify, evaluate, and correct internal control 
deficiencies. For example, the Commission did not 

• consider its internal control environment, which entails such elements 
as the tone at the top, ethical standards, and personnel management, 
and which can have a significant effect on how the organization 
functions and the integrity of its financial accounting and reporting; 

• adequately assess the risk of material misstatement to its financial 
statements; 

• document its OMB A-123 approach for assessing its internal control, 
or provide sufficient, appropriate evidence to support its conclusions 
on the effectiveness of its internal control activities;11 or 

• establish a corrective action plan or process for addressing 
deficiencies that have been identified. 

In addition to not adequately monitoring its in-house control processes, 
the Commission did not adequately monitor the effectiveness of internal 
control at the service organizations that performed significant aspects of 
its financial transaction processing and reporting, including processing its 
federal employee payroll transactions, reconciling its fund balance with 
Treasury, and preparing its annual financial statements.12 Specifically, the 
Commission did not evaluate the service organizations’ service auditor 
reports that contained information on the service organizations’ controls 
and the effectiveness of those controls, and did not consider the impact of 
the findings and conclusions contained in the service auditor reports on 

                                                                                                                     
11 OMB A-123 defines management’s responsibility for developing and maintaining 
internal control in federal agencies and provides guidance for federal managers to use in 
providing an annual FMFIA assurance statement on whether the agency’s internal control 
met the objectives of effective and efficient operations, reliable financial reporting, and 
compliance with laws and regulations. The internal control assessment that OMB A-123 
directs agencies to perform to support its annual FMFIA assurance statement is critical to 
effective monitoring of internal control over financial reporting. 
12 In fiscal year 2012, the Commission contracted with one outside service organization to 
process its federal employee payroll transactions and another organization to reconcile its 
fund balance with Treasury and to prepare its financial statements.  

Material Weakness in 
Monitoring Internal 
Control 
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the effectiveness of its internal control.13 Further, the Commission did not 
design and implement appropriate complementary user entity controls 
that were identified by the service auditors.14 

As a result of its inadequate monitoring process, the Commission did not 
identify the deficiencies discussed above and therefore did not include 
these deficiencies in its FMFIA assurance statement for fiscal year 2012. 
The deficiencies in the Commission’s monitoring process increase the 
risk that additional deficiencies in internal control over financial reporting 
beyond those identified in this report may exist. 

 
In our audit of the Commission’s fiscal year 2011 and 2010 financial 
statements,15 we identified a significant deficiency in the Commission’s 
internal control over payroll processes for its non-U.S. citizen employees 
(foreign employees) that increased the risk of financial reporting 
misstatements and unauthorized access and manipulation of the systems 
or their data.16 Specifically, we found that (1) two system administrators 
had inappropriate access, allowing them to not only make system 
changes but also to alter data in systems for which they were responsible; 
(2) the Commission had not installed critical updates and patches on 
several of its servers as outlined in its Computer Security Plan; and  
(3) the Commission did not have policies and procedures clearly 
delineating the responsibilities of both the Human Resources and Finance 
Directorates with respect to ensuring accurate payroll information for 

                                                                                                                     
13 In accordance with Statement of Standards on Attestation Engagements No. 16, 
Reporting on Controls at a Service Organization, the auditors of each of these external 
service organizations issued reports concerning the design and operating effectiveness of 
the service organizations’ internal control over the processing of user transactions. 
Services provided by an external service organization are considered to be part of a user 
entity’s information system relevant to the user entity’s financial reporting if the services 
affect classes of transactions that are significant to the user entity’s financial statements 
as well as the financial reporting process used to prepare the financial statements.  
14 Service auditor reports identify any key complementary user entity controls that user 
entities should have in place to achieve the control objectives described in the service 
auditor reports. 
15 GAO-12-404. 
16 The Commission maintains three payroll systems for foreign employees located in the 
following countries: (1) Belgium, (2) the United Kingdom (England), (3) France, (4) Italy, 
(5) Luxembourg, (6) the Netherlands, and (7) Tunisia. 

Significant Deficiency 
in Foreign Employee 
Payroll Processes 

http://www.gao.gov/products/GAO-12-404�
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foreign employees. During fiscal year 2012, the Commission contracted 
with a consultant to assess information relating to the Commission’s 
foreign payroll operations, analyze outsourcing options, and compare 
vendors for final selection and contract negotiations. However, as of 
September 30, 2012, the Commission had not taken action to address the 
specific deficiencies we identified during our fiscal year 2011 audit 
concerning its foreign payroll processes. Consequently, the deficiencies 
we identified concerning the Commission’s foreign payroll processes 
remained as of September 30, 2012, thus increasing the risk of 
undetected errors or irregularities in the processing of the Commission’s 
foreign payroll and, ultimately, in its financial statements. 

 
Our tests of the Commission’s compliance with selected provisions of 
laws and regulations for fiscal year 2012 disclosed one area of 
noncompliance that is reportable under U.S. generally accepted 
government auditing standards. This area relates to the Commission not 
properly charging its FCFA for fluctuations in foreign currency exchange 
rates related to payments made in foreign currencies. Specifically, the 
Commission did not comply with the FCFA’s governing statutes in  
(1) section 2109 of title 36, United States Code, which authorizes the use 
of FCFA funds to pay the costs of salaries and expenses that exceed the 
amount appropriated for salaries and expenses because of fluctuations in 
currency exchange rates of foreign countries occurring after a budget 
request is submitted to Congress and (2) the Consolidated Appropriations 
Act, 2012, which appropriated an unlimited amount of FCFA funds for 
purposes authorized by section 2109.17 

To determine the portion of costs of salaries and expenses incurred 
because of fluctuations in foreign currency exchange rates that occurred 
after the submission of the budget request to Congress involves a 
comparison of the Treasury exchange rates in effect on the date of 
payment with those in effect on the date the Commission submitted its 
budget request. In instances where the Treasury exchange rate (from the 
foreign currency into U.S. dollars) in effect on the date of payment 
exceeds the Treasury exchange rate that was in effect on the date of 
budget submission, the Commission can use the FCFA to fund the 
resultant additional cost related to the exchange rate fluctuations. 

                                                                                                                     
17 Pub. L. No. 112-74, div. H, title III, 125 Stat. 786, 1160 (2011).  

Compliance with 
Laws and Regulations 
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However, we found that the Commission’s process for determining the 
amount to charge to the FCFA was based on the Commission comparing 
the Treasury exchange rate on the date of payment to internally 
developed exchange rates the Commission used for foreign currency 
transactions in its budget submission. Because the Commission’s internal 
rate for euro transactions, which accounted for the predominance of 
foreign currency transactions, undervalued the euro on the date of budget 
submission, the Commission charged significantly more costs to the 
FCFA than were allowable by law in the transactions we evaluated.18 

Specifically, in our testing of charges to the FCFA, we found certain 
instances where the Commission used FCFA funds to pay for portions of 
expenses for which FCFA funds were not available. Therefore, we are 
concluding that in these instances, the Commission was not in 
compliance with section 2109 of title 36, United States Code, and the 
Consolidated Appropriations Act, 2012. Based on our statistical 
evaluations, of the $8.6 million charged to the FCFA during fiscal year 
2012, we estimate that as much as $7.3 million of that amount shares 
characteristics with the FCFA funds in the transactions we fully evaluated 
and found to be noncompliant.19 

Except as noted above, our tests for compliance with laws and 
regulations disclosed no instances of noncompliance that would be 
reportable under U.S. generally accepted government auditing standards. 
However, the objective of our audit was not to provide an opinion on 
overall compliance with laws and regulations. Accordingly, we do not 
express such an opinion. 

                                                                                                                     
18 The internally developed exchange rates the Commission used for recognizing 
transactions denominated in the other foreign currencies, including the Tunisian dinars, 
Philippine pesos, and Mexican pesos, were significantly closer to the Treasury rate, and 
the volume of these transactions was significantly less than that of those denominated in 
euros. Consequently, funds, if any, used from the FCFA for these other foreign currency 
transactions were less significant. 
19 Our evaluation was based on a statistical sample from a population of 15,650 
expenditures totaling $8.6 million charged to the FCFA during fiscal year 2012. Net and 
absolute dollar value totals for the population were $8.6 million and $9.1 million, 
respectively. We are 95 percent confident that the upper error limit total that should have 
been charged to the Commission’s appropriations for salaries and expenses is  
$7.3 million if the use of FCFA funds was noncompliant in a similar fashion as in those 
transactions we fully evaluated. 
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U.S. GAAP requires that the RSI be presented to supplement the 
financial statements.20 This information, although not a part of the 
financial statements, is required by the Federal Accounting Standards 
Advisory Board (FASAB), which considers it to be an essential part of 
financial reporting for placing the financial statements in appropriate 
operational, economic, or historical context. We did not audit and we do 
not express an opinion or provide any assurance on the RSI because the 
limited procedures we applied do not provide sufficient evidence to 
express an opinion or provide any assurance. 

 
The Commission’s other information contains a wide range of information, 
some of which is not directly related to the financial statements.21 This 
information is presented for purposes of additional analysis and is not a 
required part of the financial statements or the RSI. Our audit was 
conducted for the purpose of forming an opinion on the Commission’s 
financial statements. We did not audit and do not express an opinion or 
provide any assurance on the other information. 

 
Commission management is responsible for (1) preparing the financial 
statements in conformity with U.S. GAAP; (2) preparing, measuring, and 
presenting the RSI in accordance with the prescribed guidelines in U.S. 
GAAP; (3) preparing and presenting other information included in 
documents containing the audited financial statements and auditor’s 
report, and ensuring the consistency of that information with the audited 
financial statements and the RSI; (4) establishing and maintaining 
effective internal control over financial reporting and evaluating its 
effectiveness; and (5) complying with applicable laws and regulations. 

We are responsible for planning and performing the audit to obtain 
reasonable assurance and provide our opinion about whether the 
Commission’s financial statements are presented fairly, in all material 
respects, in conformity with U.S. GAAP. We are also responsible for  
(1) obtaining a sufficient understanding of internal control over financial 

                                                                                                                     
20 The RSI comprises the Management’s Discussion and Analysis and the Maintenance, 
Repairs, and Improvements sections that are included with the financial statements. 
21 Other information consists of information included with the financial statements, other 
than the RSI and the auditor’s report.  
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reporting to plan the audit, (2) testing compliance with selected provisions 
of laws and regulations that have a direct and material effect on the 
financial statements, and (3) applying certain limited procedures to the 
RSI and other information included with the financial statements. 

In order to fulfill these responsibilities, we 

• examined, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements; 
 

• assessed the accounting principles used and significant estimates 
made by Commission management; 
 

• evaluated the overall presentation of the Commission’s financial 
statements; 
 

• obtained an understanding of the Commission and its operations, 
including its internal control over financial reporting; 
 

• assessed the risk that a material misstatement exists in the financial 
statements; 
 

• tested relevant internal controls over the Commission’s financial 
reporting for the purposes of planning and performing our other audit 
procedures; 
 

• considered the Commission’s process for evaluating and reporting on 
internal control over financial reporting under FMFIA; 
 

• tested compliance with selected provisions of the Antideficiency Act, 
as amended; Prompt Payment Act; Pay and Allowance System for 
Civilian Employees; Civil Service Retirement Act; Federal Employees 
Health Benefits Act of 1959, as amended; Federal Employees’ 
Retirement System Act of 1986, as amended; Social Security Act of 
1935, as amended; Tax Relief Unemployment Insurance 
Reauthorization and Job Creation Act of 2010; Temporary Payroll Tax 
Cut Continuation Act of 2011; Middle Class Tax Relief and Job 
Creation Act of 2012; Continuing Appropriations Act, 2012; 
Consolidated Appropriations Act, 2012; the Commission’s enabling 
legislation, codified at 36 U.S.C. Chapter 21; and public laws 
applicable to the World War II Memorial Fund; 
 

• conducted inquiries of management about the methods of preparing 
the RSI, and compared this information for consistency with 
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management’s responses to the auditor’s inquiries, the financial 
statements, and other knowledge we obtained during the audit of the 
financial statements in order to report omissions or material 
departures from FASAB guidelines, if any, identified by these limited 
procedures; 
 

• read the other information included with the financial statements in 
order to identify material inconsistencies, if any, with the audited 
financial statements; and 
 

• performed such other procedures as we considered necessary in the 
circumstances. 

An entity’s internal control over financial reporting is a process effected by 
those charged with governance, management, and other personnel, the 
objectives of which are to provide reasonable assurance that  
(1) transactions are properly recorded, processed, and summarized to 
permit the preparation of financial statements in conformity with U.S. 
GAAP, and assets are safeguarded against loss from unauthorized 
acquisition, use, or disposition, and (2) transactions are executed in 
accordance with the laws governing the use of budget authority and other 
laws and regulations that could have a direct and material effect on the 
financial statements. 

We did not evaluate all internal controls relevant to operating objectives 
as broadly established under FMFIA, such as those controls relevant to 
preparing statistical reports and ensuring efficient operations. Because of 
inherent limitations, internal control may not prevent, or detect and 
correct, misstatements caused by error or fraud, losses, or 
noncompliance. We also caution that projecting any evaluation of 
effectiveness to future periods is subject to the risk that controls may 
become inadequate because of changes in conditions or because the 
degree of compliance with policies and procedures may deteriorate. 

We did not test compliance with all laws and regulations applicable to the 
Commission. We limited our tests of compliance to selected provisions of 
laws and regulations that have a direct and material effect on the 
Commission’s financial statements for the fiscal year ended  
September 30, 2012. We caution that noncompliance may occur and not 
be detected by these tests and that such testing may not be sufficient for 
other purposes. 
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We performed our audit in accordance with U.S. generally accepted 
government auditing standards. We believe our audit provides a 
reasonable basis for our opinion and other conclusions. 

 
We received e-mail comments on a draft of this report from the 
Commission’s Chief Financial Officer on July 3, 2013, on behalf of the 
Commission. The Commission concurred with the findings concerning the 
material weaknesses and significant deficiency and stated that corrective 
actions have already been initiated on each of these findings. The 
Commission also concurred with the noncompliance with the laws 
governing the use of the FCFA, recognizing its misreading of the 
authorizing law. 

 
Cheryl E. Clark 
Director 
Financial Management and Assurance 

June 28, 2013 
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