S

. FISCAL YEAR 2006
ANNUAL REPORT

Z
O
4 &
=
Z v
MN
€3
= =
mu
Z
O
=




ABMC COMMISSIONERS

CHAIRMAN' .~ [
Ge nem.'[ E;edenck\"l Franks Jr., US&(R&" edl]

. MEMBERS

Honnmlﬂe Lcsh Gmmla Bnl:er _

- SECRETARV" '+
ral 'th'W:'Hiéhnlm:'UmRe ired)
CHIEF OPERATING OFFICER
Brigadier General William J. Leszezynski Jr., USA (Retired

-'.I
. -
[
.'
:
:-I'.-. g

W et

PAST CHAIRMEN

General John J. Pershing (1923-1948)
General George C. Marshall (1949-1959)
General Jacob L. Devers (1960-1969)
General Mark W. Clark (1969-1984)
General Andrew J. Goodpaster (1985-1990)
General P. X. Kelley (1990-1994)
General Fred F. Woerner (1994-2001)
General P. X. Kelley (2001-2005)

Phote: Meise-Argmnne American Cemetery
Cover: Florence Awserican Cemetery
Tith page: Brittany Anerican Cemetery
Tnsidde back cover: Sivily-Rame American Cemetery
(Phstagraphs by Robert Lith)




AMERICAN BATTLE MONUMENTS COMMISSION

HENRY BERT
W CAPT g9 .
NEW YORK M.'fr':'.czgwma:at

FISCAL YEAR 2006 ANNUAL REPORT

#



CHAIRMAN’S MESSAGE

n
General Frederick M. Franks Jr.
U.S, Army (Retired)

am pleased to present this report on our Fiscal Year 2006 activities. It was a

Ibus],r year for the Commission, filled with challenges and much progress on
several important projects.

All of us on the ABMC team continue to be honored to be part of this noble

mission of ensuring that the overseas service and sacrifice of members of our

American armed forces is honored forever at the highest standards and that their

stories of courage in the service of freedom are known to all.

President Bush honored us with a visit to Corozal American Cemetery in
November 2005, where he and the First Lady layed a wreath in memory of those
interred there. It was the third ABMC cemetery the President has visited during
his Administration. He visited Normandy American Cemetery in France on two
occasions, Memorial Day in May 2002, and the 60th Anniversary of the D-Day
landings in June 2004, and he visited Netherlands American Cemetery in May

2005 to celebrate the 60th anniversary of the end of World War II in Europe.

We continue to receive and be thankful for the support of the Administration and
the Congress. Our ability to appropriately honor the service and sacrifice of UL5.
armed forces overseas is dependent on the funding we receive, We set the highest
standards for maintaining our overseas commemorative sites, believing thart the
manner in which our nation honors our war dead reflects our national values. The
Administration and the Congress recognize and support this sacred mission.

ABMC Chatrman GEN Frederich M. Franks, Jr., USA (Ret),
left, at Aune=-Marne American Cemetery with ABMC Chief
Operating Officer BG William J. Leszezynsks, Jr., USA (Ret)
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The Commission welcomes the opportunity to host
Congressional delegations at our cemeteries. This year the
visits included a delegation led by Senator Larry Craig,
Chairman of the Committee on Veterans Affairs. We
encourage all Members of Congress and the American
people to visit our commemorative sites, to be inspired by
the stories of service and sacrifice they tell. The Commission
staft began working aggressively with the travel and tour-
ism industry this year to increase public awareness of our
cemeteries and memorials worldwide. General of the
Armies John J. Pershing wrote that "Time will not dim
the glory of their deeds.” We have the responsibility today
to perpetuate the telling of stories that our World War
I and World War II veterans are no longer able to tell
themselves—we owe it to them and generations to come.
President Bush set the example of the importance of these
visits by his own four visits to ABMC cemeteries.



The story of D-Day will be told more fully at Normandy
American Cemetery beginning in June 2007 when we
open a new visitor and interpretive center there. We
made great progress this year on the construction of
the visitor center, which will be the first facility of its
kind within ABMC. Through an array of exhibits,
films, interactive displays, and artifacts, the center will
tell stories of competence, courage and sacrifice exem-
plified by the 9,387 Americans buried there and the
thousands of others who participated in the greatest
amphibious invasion in history. Work began at the site
in September 2005.

The Commission also took steps this year to preserve
another important landmark on the Normandy coast,
Pointe du Hoc. Although visitors are free to walk most
of the grounds at the Pointe, our monument and the
German observation bunker it sits on have been off
limits for several years because of safety concerns. The
Congress provided funding for a stability study of the
Pointe to determine what needs to be done to ensure
that this historic site honoring the U.S. Rangers who
assaulted it on June 6, 1944 is preserved. The study
report will be completed in fiscal year 2007. Our hope
is that the findings lead eventually to reopening the
Pointe du Hoc Monument to the public.

8. Senators
Richard Burr, third
[from left, Larry
Craig, center, and
Jobnny Isaksen,
second from right,

at Nerth Africa
Amertcan Cemetery
wwrth thetr wives and
a Marine detat!

This year we gratefully accepted the 17th carillon
donated to the Commission by The American Veterans
of WWII, Korea and Vietnam (AMVETS) and the
Robert R. McCormick Tribune Foundation. The caril-
lon was dedicated at Ardennes American Cemetery dur-
ing a Memorial Day ceremony in May. The generosity
of these two patriotic organizations over the years is
much appreciated by the Commission and our visitors
and employees, who enjoy the carillon music each day.

We were saddened this year by the loss of Rear
Admiral Thomas E. Morris, USN (retired), who died
in September. Admiral Morris was appointed to the
Commission by the President in August 2005. We will
miss his fellowship and counsel. A new Commissioner
had not yet been appointed when the fiscal year ended.

I invite you to read through this annual report to learn
more about our worldwide operations and resources.
Qur Board of Commissioners and employees remain
committed to fulfilling General Pershing's challenge
that our courageous war dead entrusted to our care be
honored and not forgotten.

General Frederick M. Franks Jr.
USA (Retired)

_—--
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Management’s Discussion and Analysis

MISSION AND ORGANIZATION

he American Battle Monuments Commission—

guardian of America’s overseas commemorative

cemeteries and memorials—honors the service,
achievements and sacrifice of United States armed
forces, Since 1923, the Commission has executed this
mission by:

® Commemorating the achievements and sacrifices of
U.S, armed forces where they have served overseas
since April 6, 1917, through the erection and main-
tenance of suitable memorial shrines.

B Designing, constructing, operating and maintain-
ing permanent American military burial grounds in
foreign countries.

® Controlling the design and construction on foreign
soil of U.S. military memorials, monuments, and
markers by other U.S. citizens and organizations,
both public and private, and encouraging their
maintenance.

Our fiscal year 2006 appropriation supported our
continued commitment to the worldwide responsibili-
ties that flow from this mission. In performance of its
mission, the Commission administers, operates and
maintains 24 permanent American military cemeteries;
25 Federal memorials, monuments, and markers; and
six nonfederal memorials. While three memorials are
located in the U5, the remaining memorials and all of
our cemeteries are located in 14 foreign countries, the
1.5, Commonwealth of the Northern Mariana Islands,
and the British dependency of Gibraltar.

As of September 30, 2006, interred in the cemeter-
ies were nearly 125,000 U.S, war dead: 31,000 from
World War I; 93,000 from World War II; and 750
from the Mexican American War. Additionally, more
than 6,000 American veterans and others are interred
in our Mexico City and Corozal cemeteries, The
Commission's World War 1, World War 11, and

Funeral wrn sculpture at St Mibiel American ( Semetery

Mexico City cemeteries are closed to future burials
except for the remains of U.S. war dead discovered in
World War I and II battle areas. In addition to grave
sites, the World War | and 11 cemeteries, together with
three memorials on U.5. soil, commemorate by name
on Tablets of the Missing over 94,000 UL.S. servicemen
and women who were Missing in Action or lost or
buried at sea during the World Wars and the Korean
and Vietnam Wars.

—_——
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The Commission also administers trust funds to build
memorials authorized by Congress, but financed pri-
marily from private contributions, commemorative coin
proceeds, and investment earnings; decorate grave sites
with flowers from private contributions; and maintain
and repair nonfederal war memorials with private con-
tributions.

The Commission's policymaking body consists of an
11-member Board of Commissioners appointed by the
President of the United States for an indefinite term
and whose members serve without pay. The commis-
sioners establish policy and ensure proper staff func-
tioning in carrying out the mission of the Commission,
During inspections, they observe, inquire, comment
upon, and make recommendations on any and all

aspects of Commission operations. The Commission’s
daily operations are directed by an Executive Level
Secretary, who is appointed by the President and assist-
ed by an Executive Director, a member of the Senior
Executive Service.

The Commission’s headquarters office is in Arlington,
Virginia and regional offices are located in Garches,
France, just outside Paris, and in Rome, Italy. For fis-
cal year 2006, the Commission added the Normandy
American Cemetery Director of Visitor Services, for a
total of 391 full-time equivalent (FTE) positions. U.S.
citizens constituted 69 members of the staff, while
the remaining 322 were Foreign Service Nationals
employed at our regional offices and at the cemeteries
in the countries where the Commission operates.

Rokerr Lith

Flanders Field American Cemeter A eardener trims grass af Suresnes American Cemeter
¥ ETi
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Chapel mural at Epinal American Cemetery

Children wisit a gravesite at Meuse-Argonne American Cemetery
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Management’s Discussion and Analysis

OPERATIONS MANAGEMENT

he Commission’s fiscal year 2006 funding

focused on personnel costs, service fees, sched-

uled maintenance and repairs, supplies, materi-
als, spare parts, replacement of uneconomically repairable
equipment and capital improvements, as well as funding
toward completion of the design and construction of the
Normandy American Cemetery Visitor Center.

The Commission’s fiscal year 2006 appropriation of
$36.25 million was available for salaries and expenses.
Of this total, $3.1 million was allocated for the design
and construction of the Normandy Visitor Center. A
government-wide rescission of one percent reduced the
Commission’s Salaries and Expenses appropriation by
$362,500, causing reduced spending in much-needed
engineering projects to accommodate the loss.

For fiscal year 2006, Congress also appropriated $15.25
million into the Commission’s Foreign Currency
Fluctuation Account, less $§152,500 for the one per-
cent rescission, This appropriation is used to offset
foreign exchange losses to the U.S, Dollar, primarily
by the European Euro. This funding also reduced the
Commission’s risk that the funding appropriated for
its operations in the Salaries and Expenses appropria-
tion would be jeopardized due to vagaries in currency
fluctuations.

The permanent structures and plantings that make
our facilities among the most beautiful memorials in
the world are aging and require increased funding to
maintain them at the current standards. Most of our
facilities range in age from 46 to 92 years old, with
our Mexico City Cemetery being over 150 years old.
Accordingly, we prioritize the use of our maintenance
and engineering funds very carefully to ensure the most
effective use of available resources. Within its fiscal

ABMC Secretary BG |.W. Nicholson, USA (Ret), right,
visits Tours Monument with Brittany American Cemetery
Superintendent Gerald Arseneault and Mrs. Sophie Nicholson

year 2006 appropriation, the Commission targeted §1.0
million to continue the Infrastructure Modemnization
Program. This 50 percent decrease from fiscal year
2005 hindered our cfforts to upgrade or replace out-
dated and deteriorating systems.

The shrines to America’s war dead entrusted to the
Commission’s care require a significant annual pro-
gram of maintenance and repair of facilities, equip-
ment, and grounds, This care includes upkeep of more
than 131,000 graves and headstones and 73 memorial

ABMC ANNUAL REPORT 2}



structures within and external to the cemeteries on over
1,600 acres of land. Additionally, the Commission
maintains 41 residential quarters for assigned person-
nel; 24 maintenance facilities; 67 miles of roads and
walkways; 911 acres of flowering plants, fine lawns,
and meadows; nearly 3 million square feet of shrubs
and hedges; and over 11,000 ornamental trees. All of
the plantings, including the lawns and to some extent
the meadows, must be cut and shaped, fed and treated
with insecticides and fungicides at regular intervals
during the growing season. The plantings also must be
replaced when their useful lives are exhausted or they
receive major storm damage.

Care and maintenance of these resources is exception-
ally labor intensive, thus personnel costs accounted for
more than half of the Commission’s fiscal year 2006
obligations. The illustration shows the obligation of

Typhoon Milenyo caused sign

_———
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funds by object class under the Commission's fiscal year
2006 obligations.

Equipment & Engineering
5%

Service & Contract Support Salaries & Benefits
16% 63%

Printing & Supplies
8%

Rent & Utilities
6%

Travel & Transportation
Yo
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Management Discussion and Analysis

PERFORMANCE GOALS AND RESULTS

Raben Lk

uring fiscal year 2006, the Commission contin-
ued to develop its mission and goals to ensure
that our commemorative cemeteries and memo-
rials remain fitting shrines to this great nation’s core value
that the United States is a beacon for liberty and freedom.

Mission

The American Battle Monuments Commission—guard-
ian of America’s overseas commemorative cemeteries
and memorials—honors the service, achievements, and
sacrifice of United States Armed Forces.

Goals

B To develop, operate, maintain, and improve the
Commission's facilities as the world’s best com-
memoratve sites.

B To value and invest in each employee.

B To have the Commission’s commemorative sites
recognized worldwide as inspirational and educa-
tional visitor destinations.

B To make the Commission's business and resource
management the best in government,

President’s Management Agenda Initiatives

The Commission made significant progress in the
implementation of each item within the five initiatives
of the President’s Management Agenda.

Strategic Management of Human Capital

To ensure that we deploy our workforce so that we have
the right person with the right skills in every position,
we began a worldwide manpower study in fiscal year
2002 that outlined our manpower requirements, posi-
tion descriptions, workloads, and manpower distribu-

Wall of the Missing a¢ Brittany American Cemetery

—_—
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tion. The study recommendations will be implemented

through fiscal year 2007, if funding allows.

C&n@eﬁﬁw Sa:.'rr:'ng

We have used competitive sourcing initiatives in a
number of ways to improve performance and save costs.
Our fiscal year 2006 budget contained funding for
upgrades, hosting, and 24-hour support of our financial
management system. These funds allowed us to out-
source support to contractors experienced in providing
such services and enabled us to support our worldwide
operations without increasing the size of our finan-
cial management staff. Most of our construction and
engineering projects were contracted out, since these
projects are usually unique and beyond the capability of
our limited staft.

Improved Financial Performance
Since fiscal year 1997, the Commission has been

required to produce financial statements that are inde-
pendently audited by the Comptroller General of the

Ardennes American
Cemetery memarial

United States. Each year, the Commission earned an
unqualified opinion on its financial statements from
the Government Accountability Office. However, we
recognize that improved financial performance also
requires putting useful and timely information in the
hands of Commission management so they can make
informed decisions. The fiscal year 2006 budget not
only supported our daily accounting operations and
proper internal controls, but allowed us to identify
additional management needs and reports to provide
the best financial information available.

Expanded E-Government

Over the last several years, the Commission expanded
access to valuable information through the use of
online tools. We maintain a Web site that allows visi-
tors to gather information on our organization and our
cemeteries and memorials. During fiscal year 2006,
we transitioned our public Web site from an internal
operation to an outside Web hosting service. This
move improved Web site availability and expanded
our ability to provide multimedia information over the

_—-——y
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internet.  Specifically, the Web site now has greater
capacity to support videos and increased public use.
Other improvements include the ability for the pub-
lic to access Commission job postings and to email
inquiries and comments to our regions and cemeteries
directly.

Budgsr and Pethmanre Integration

A key element in linking budget and performance is
having timely and reliable financial data. We achieved
that with our integrated financial system. Another key
element is the process by which the Commission ties
performance within the organization to the budget
formulation process, In fiscal year 2006, we initiated
top-to-hottom cemetery reviews that are used to match
requirements to resources across enginecring, logistics,
and horticulture, and form the basis for future budget
requirements.

Selected Performance Goals and Results

During fiscal year 2006, the Commission demonstrated
an ability to achieve performance results through a
number of specific projects that tie directly to our stra-
tegic goals.

In support of next of kin and other customers who
use our services, the Commission provides burial and
memorialization site information; letters authorizing
non-fee passports for members of the immediate fam-
ily traveling overseas primarily to visit the cemetery;
in-country travel information; and, upon arrival at the
cemetery, escort to the appropriate grave or memorial-
ization site. Requesters are provided a photograph of
the appropriate headstone or section on the Tablet of
the Missing, which is mounted on a color lithograph
of the cemetery or memorial where a serviceman or
woman is buried or commemorated by name. We also

-\':‘T"-.

East Coast Memorial
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Visitors study an
gperations map

at Luxembourg
American Cemetery

purchase floral decorations with donor funds; the donor
is provided with a photograph of the headstone or
Tablet of the Missing with the decoration in place.

In addition to responding to inquiries by friends and
relatives of the war dead interred or memorialized at its
sites, the Commuission also provides information to the
Executive Branch, Members of Congress, government
agencies, historians, and other interested individuals.
We provide cemetery lithographs, photos, and other
information throughout the year.

The Commission’s Web site at wwaw.abme.gov provides
visitors a convenient, user-friendly method to access
information on the Commission, as well as its cemerer-
ies, memorials, monuments, markers, and headquarters
operations. In addition, information on U.S. war dead
from the Korean War and those interred or commemo-
rated at its World War I and World War 11 cemeteries
is accessible on the Web site. During fiscal year 2006,
the Commuission developed a database of burials at our
Corozal American Cemetery in Panama that will be
made available to the public through the Web site in
fiscal year 2007.

Most Americans and foreign citizens who wisit
Commission cemeteries pay homage collectively to the
interred war dead. Many have more personal reasons
for visiting a friend or relative who never returned
home from war. Regardless of the visitors’ motivations,
Commission employees dedicate themselves to making
each visit gratifying and memorable, The Commission’s
overseas commermorative sites are recognized for their
beauty and inspirational qualities, yet few Americans
are aware of their existence; the Commission estimates
that 85 percent of its visitors are foreign citizens. As a
result, the Commission continued its efforts to increase
public awareness of these sites so that more Americans
add them to their itineraries when traveling overseas,
The Commission developed traveling displays and
worked closely with the travel and tour industry, as well
as general and travel media, to bring greater visibility to
our cemeteries and memorials.

Throughout the year, at its commemorative sites
around the world, the Commission hosted a variety of
special events and commemorations including ceremo-
nies on Memorial Day and Veterans Day. In addition,
military units held ceremonies to honor their fallen

e
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comrades, and local organizations paid tribute to those
who died while liberating their regions. The President
of the United States and the First Lady, joined by an
honor guard of American veterans, placed a wreath at
Carozal American Cemetery on November 7, 2005,
during their state visit to Panama.

The American Veterans of WWII, Korea, and Vietnam
(AMVETS) and the Robert R, McCormick Tribune
Foundation donated a carillon that was dedicared at
the Ardennes American Cemetery in Belgium in May
2006. This was the 17th carillon donated by the organi-
zations to enhance our overseas cemeteries with music
from chromarically tuned bells. AMVETS installed the
first carillon in our Manila cemetery in 1985 and sub-
sequently formed a partnership with the Foundation to
continue this proud tradition.

The Commission initiated a replacement and renova-
tion program for old headstones at the Oise-Aisne
American Cemetery in Fere-en-Tardenois, France,
in fiscal year 2004. This program uses a computer-
controlled engraving machine to renovate and refinish
severely degraded headstones. It took several years of
planning to acquire the custom machine and special
tooling, as well as to establish the required training
and procedures for the program to work effectively and
efficiently. Based on the success of the first engraving
machine, the Commission ordered a second head-
stone engraving machine in fiscal year 2006 for the
Meuse-Argonne American Cemetery. The Oise-Aisne
engraving machine was invaluable when more than 60
headstones had to be engraved to replace headstones
damaged at Manila American Cemetery by Typhoon
Milenyo. The September 2006 storm was reported
to be the worst to hit the Philippines in a decade and
caused significant damage to the cemetery, including
destroying more than 100 trees.

For fiscal years 2002 through 2006, the Commission
allocated a total of $30 million of appropriations, net
of rescissions, to build an expanded visitor interpretive
center at the Normandy American Cemetery. This will

./fgur'cfﬂm’r at Nermandy American Cemetery

_—. .
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be the Commission’s first such center and will help us
tell the story of those that participated in the D-Day
invasion and ensuing operations of the Normandy
campaign. The construction of this facility started at
the end of fiscal year 2005 and dedication is planned
for the anniversary of D-Day, June 6, 2007.

The Commission will continue to review and revise
its mission, goals, and performance criteria during the
upcoming budgert year.

Management Integrity: Controls, Systems,
Compliance, and Challenges

The Commission is cognizant of the importance of and
need for management accountability and responsibility
as the basis for quality and timeliness of program per-
formance, mission accomplishment, productivity, cost

Rodary Uik
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Henri-Chapelle American Cemetery

effectiveness, and compliance with applicable laws, It
has taken measures to ensure that the annual evaluation
of these controls is performed in a conscientious and
thorough manner according to Office of Management
and Budget regulations and guidelines and in compli-
ance with 31 U.5.C. 3512 (c), (d), commonly known
as the Federal Managers' Financial Integrity Act
(FMFIA).

The Commission’s evaluation of its system of internal
management practices and controls during fiscal year
2006 revealed no material weaknesses. The objectives
of the Commission’s internal management control
policies and procedures are to provide reasonable assur-
ance that:

B Obligations and costs are in compliance with appli-
cable law.

B Funds, property, and other assets are safeguarded
against waste, loss, unauthorized use, and misap-
propriation.

B Revenue and expenditures applicable to agency oper-
ations are promptly recorded and accounted for.

B Programs are efficiently and effectively carried out
in accordance with applicable laws and management
policy.

Based on its evaluation, the Commission concluded
that there is reasonable assurance that it complies with
the provisions of FMFIA, The reasonable assurance
concept recognizes that the cost of internal controls
should not exceed the benefits expected to be derived
and that the benefits reduce the risk of failing to achieve
stated objectives.

Future Risks

Changes in the rate of exchange for foreign currencies
have a significant impact on our day-to-day opera-
tions. To insulate the Commission’s annual appro-
priation against major changes in its purchasing power,
Congress enacted legislation in 1988 (codified in 36
U.S.C. 2109) to establish a foreign currency fluctua-
tion account in the 11.5. Treasury. By maintaining close
scrutiny on the Commission’s obligation status, as well
as monitoring and distributing the Foreign Currency
Fluctuation Account balance, our overall future finan-
cial risk to operations is reduced.

= = ——————" 0 L .- - - - —
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Rbone American Cemetery

Gird scouts visit Netherlands American Cemetery
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CEMETERIES

e WWI cemetery # % WWII ¢ CIMCTETy

l] Aisne-Marne

Lying south of the village of Belleau, France, this 42.5-
acre cemetery contains the graves of 2,289 Americans,
most of whom fought in the vicinity and in the Marne
valley in the summer of 1918, On the interior walls of
the memorial chapel are the names of 1,060 who were
missing in the region.

[I Ardennes

Located near Neupre, 12 miles southwest of Liege,
Belgium, the 90.5-acre cemetery contains the graves of
5,329 war dead, many of whom died in the Battle of
the Bulge. Headstones aligned in straight rows form a
huge Greek cross on the lawns. Along the outside of
the memorial are the names of 462 missing.

I] Brittany

Buried on 27.9 acres of rolling farm country 1.5 miles
southeast of the village of St. James, France, are 4,410
war dead. Most gave their lives in the Normandy and
Brittany campaigns in 1944, Along the retaining wall
of the memorial terrace are 498 names of missing.

ol L
zale  Brookwood

Located southwest of Brookwood, Surrey, England,
this small cemetery of 4.5 acres is set within a large

o
T

Erittany

Brookwood

I —————— = ]
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Cambridge

civilian cemetery. It contains 468 graves arranged
in four plots grouped about a flagpole, On the walls
within the Brookwood chapel are inscribed the names
of 563 missing.

Zaled Cambridge

Sitting three miles west of Cambridge, England, this
30.5-acre cemetery was donated by the University of
Cambridge. Buried here are 3,812 Americans, most of
whom died in the Battle of the Atlantic or the strategic
air bombardment of Europe. On the Tablets of the
Missing are 5,126 names.

;! Corozal

This cemetery is located about three miles north of
Panama City, Panama. Within these 16 acres are
interred 5,336 American veterans and others who con-
tributed to the construction, operation and security of
the Panama Canal.

l:. Epinal

Four miles southeast of Epinal (Vosges), France, the
cemetery contains the graves of 5,255 war dead on 48.6
acres. Most gave their lives in the campaigns across
northeastern France to the Rhine and inte Germany.
On the walls of the Court of Honor are inseribed the
names of 424 missing.

l] Flanders Field

Lying on the edge of the town of Waregem, Belgium,
the cemetery occupies a 6.2-acre site, and contains the

Hetrri-Chapelle

Flarence

Flanders Field

Epinal

remains of 368 Americans who died liberating the soil
of Belgium in World War 1. The chapel walls contain
the names of 43 missing.

I] Florence

Located about 7.5 miles south of Florence, Italy, this is
a 70-acre site that contains 4,402 American graves. The
memorial has two open courts joined by the Tablets of
the Missing upon which are inscribed another 1,409
names.

l] Henri-Chapelle

Two miles northwest of the village of Henri-Chapelle,
Belgium, the cemetery covers 57 acres and contains 7,992
graves of Americans who died during the U.S advance
into Germany. The rectangular piers of a long colonnade
have inscribed upon them the names of 450 missing.

l] Lorraine

Situated about one mile north of the town of 5t
Avold, France, the 113.5-acre cemetery contains the
largest number of graves of World War I war dead in
Europe, a total of 10,489, Most died while fighting in
this region. Inscribed on the Tablets of the Missing are
444 names.

: Luxembourg

Lying just outside the limits of Luxembourg City,
Luxembourg, this 50.5-acre cemetery contains the
remains of 5,076 Americans who died during the Battle
of the Bulge and in the advance to the Rhine. The

Larraine L;fxrm.'}amg
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Manila Meuse-Argonne
names of 371 missing are inscribed on pylons flanking
the chapel.

D Manila

Located six miles southeast of the Philippine capital,
this 152-acre cemetery contains 17,202 war dead, the
largest number of American World War II war dead
in one cemetery. Most died during operations in New
Guinea and the Philippines. Two hemicycles adjoining
the chapel contain the names of 36,285 missing.

I] Meuse-Argonne

Located east of the village of Romagne-sous-Montfaucon
(Meuse), France, the cemetery is 26 miles northwest of
Verdun, At this 130,5-acre site are buried the remains
of 14,246 Americans, the largest number of U.S. war
dead in Europe. Most died during the Meuse-Argonne
Offensive. On memorial loggias on cither side of the
chapel are inscribed the names of 954 missing,

ﬂ Mexico City

Situated about one mile north of the U.S. Embassy
in Mexico City, the cemetery contains a small monu-
ment over the grave of 750 Americans who died in
the Mexican War, The one-acre area also contiins the
remains of 813 other Americans and foreign nationals
in wall crypts.

= MNetherlands

The only American cemetery in the Netherlands, it lies
in the village of Margraten. Covering 65.5 acres, the

North Africa

Nerm r:.rm:}'

Netherlands

Mexice City

cemetery contains 8,301 graves. Two Tablets of the
Missing are inscribed with 1,723 names.

l] Normandy

Situated on a cliff overlooking Omaha Beach, the cem-
etery is just east of St. Laurent-sur-Mer. The site covers
172.5 acres and contains the graves of 9,387 American
war dead, most of whom died during the landings and
ensuing operations. The walls of a semi-circular garden
on the east side of the memorial contain the names of
1,557 missing.

North Africa

Located close to the site of the ancient city of Carthage,
Tunisia, the cemetery is 10 miles from Tunis. The 27-
acre cemetery contains 2,841 American graves. Engraved
on a Wall of the Missing are 3,724 names. Most died in
military activities from North Africa to the Persian Gulf,

l] Oise-Aisne

Lying 1.5 miles east of Fere en Tardenois (Aisne),
France, and 14 miles northeast of Chateau-Thierry,
this 36.5-acre cemetery contains 6,012 American
graves, most of whom died in the area in 1918, The
chapel walls contain the names of 241 missing.

I] Rhone

Set in the city of Draguignan, France, 28 miles west of
Cannes, the 12.5-acre Rhone Cemetery is the site of
861 graves of American war dead, most of whom gave
their lives in the liberation of southern France in 1944,

Rbone

Oise-Atsne




The retaining wall of the chapel terrace contains the
names of 294 missing.

.] Sicily-Rome

Lying at the north edge of Nettuno, Italy, immediately
east of Anzio and 38 miles south of Rome, the 77-acre
cemetery site contains 7,861 graves. The majority of
these Americans died in the operations preceding the
liberation of Rome. On the white marble walls of the
chapel are engraved the names of 3,095 missing.

.] Somme

Situated .5 miles southwest of Bony (Aisne), France,
the Somme cemetery is a 14.3-acre site that contains
1,844 American graves. The chapel walls bear the
names of 333 missing.

St Mibiel
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I] St. Mihiel

Located at the west edge of Thiaucourt, France, the 40.5-
acre cemetery contains the graves of 4,153 American war
dead, most of whom died in the great offensive that
resulted in the reduction of the St, Mihiel salient. On
the end walls of the museum are recorded the names of
284 missing.

I] Suresnes

Located in the Paris suburb of Suresnes, the 7.5-acre
cemetery contains the graves of 1,541 Americans who
died in World War I, and 24 unknown American war
dead of World War II. Bronze tablets on the walls of
the chapel record the names of 974 missing, or buried
or lost ar sea.

Suresnes
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United States Government Accountablity Office
Washington, DC 20548

To the Chairman of the American Bartle Monuments Commission

In accordance with 36 U.5.C. 2103, we are responsible for conducting audits of the agencywide financial state-
ments of the American Battle Monuments Commission (the Commission). In our audits of the Commission's
financial statements for fiscal years 2006 and 2005, we found

» the consolidating financial statements as of and for the fiscal year ended September 30, 2006, and comparative
consolidated totals as of and for the fiscal year ended September 30, 2005, are presented fairly, in all material
respects, in conformity with U.S. generally accepted accounting principles;

* although internal controls should be improved, the Commission maintained effective internal control over
financial reporting (including safeguarding assets) and compliance with laws and regulations as of September
30, 2006; and

* no reportable noncompliance with laws and regulations we tested.

The following sections discuss in more detail (1) these conclusions and our conclusions on Management's
Discussion and Analysis and other supplementary information and (2) the objectives, scope, and methodology of
our audit.

Opinion on Financial Statements

The Commission's consolidating balance sheet as of September 30, 2006, and its related consolidating statements
of net cost and changes in net position; budgetary resources; and financing, with accompanying notes for the fiscal
year then ended, and comparative consolidated totals as of and for the fiscal year ended September 30, 2005, are
presented fairly, in all material respects, in conformity with U.S. generally accepted accounting principles.

Opinion on Internal Control

Although certain internal controls should be improved, the Commission maintained, in all material respects,
effective internal control over financial reporting (including safeguarding assets) and compliance as of September
30, 2006. Internal control provided reasonable assurance that misstatements, losses, or noncompliance material

—_—_————
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in relation to the consolidating financial statements would be prevented or detected on a timely basis. Our opin-
ion is based upon criteria established under 31 U.S.C. 3512 (c), (d) [Federal Managers’ Financial Integrity Act
(FMFIA)], and Office of Management and Budget (OMB) Circular No. A-123, Management's Responsibility for
Internal Contrel (Dec. 21, 2004).

Our work identified the need to improve certain internal controls, as described below, that we consider a reportable
condition. Reportable conditions are significant deficiencies in the design or operation of internal control that, in
our judgment, could adversely affect the Commission's ability to meet internal control objectives or meet OMB
criteria for reporting matters under FMFIA. In addition, misstatements may occur in other Commission financial
information not included in this report as a result of this reportable condition.

Reportable Condition

During our audit, we noted deficiencies in controls over information technology systems as of September 30,
2006. A prior year condition regarding the recognition of property and accounts payable was corrected by the
Commission during fiscal year 2006, Commission management disclosed the information technology condition in
its fiscal year 2006 FMFIA report and is working to implement corrections for all internal control deficiencies.

Deficient Controls over Information Technology Systems
Inadequate controls over information technology systems were identified in the two following areas:

* User documentation: While the Commission’s existing accounting system, implemented on October 1, 2001,
has adequate user documentation, it did not provide user documentation to support its older legacy subsystems
that were still used primarily for payroll during fiscal year 2006. This condition has existed since our first audit of
the Commission's financial statements in fiscal year 1997 and includes the Clipper system used by the European
Regional Office and the dBase IV system used by the Mediterranean Regional Office. Commission personnel
have learned how to use these legacy subsystems over the years, primarily through on-the-job training, but have
limited support to explain how subsystems functions should be performed and to answer questions.

In January 2004, this condition was partially corrected when payroll processing for the Commission’s General
Schedule employees was converted to the General Services Administration system, which provided sufficient
user documentation. During fiscal year 2005, a contractor began designing and documenting a new payroll sys-
tem for the Commission’s Foreign Service National employees, which is projected to be operational sometime
in fiscal year 2007. Further efforts to improve user documentation are ongoing.

+ Security program and access controls: During our fiscal year 2006 audit, we continued to identify some security
controls over the Commission’s computer system, such as administrative controls over network configuration,
passwords, encryption, and access to files, that were not effective at all Commission locations as of September
30, 2006. This condition may allow unauthorized parties access to the Commission’s computer system and net-
work resources that could result in damage, deletion, or theft of computerized data. Since the installation of the
Commission’s automated accounting system in fiscal year 2002, we have conducted annual security and general
controls reviews. In separate Limired Official Use reports issued after our fiscal years 2002 through 2005 audits,
we communicated detailed information and made specific recommendations to strengthen Commission internal
controls in information technology, accounting procedures, and financial reporting. While the Commission has
implemented many of these recommendations, further efforts are needed.

e —————
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Corrected Condition on Property and Payables Recognition

In our previous audit of the Commission’s financial statements, we disclosed a reportable condition related to the
Commission's improper recognition of property and accounts payable. This resulted in audit adjustments to cor-
rect property balances by $0.4 million and accounts payable by $0.6 million as of September 30, 2005. We noted
that proper expensing of heritage asset additions, while capitalizing and depreciating general property additions
over accounting policy limits, was necessary for accountability and proper presentation. In addition, proper cutoff
of accrued liabilities for goods, services, and benefits received during the current fiscal year but invoiced and paid
in the next fiscal year was also necessary for accountability and proper presentation. During our current audit, we
found that training, new personnel, and increased review by Commission accounting staff during fiscal year 2006
and at year end resulted in improved accounting for property and payables. Therefore, we no longer considered this
a reportable condition as of September 30, 2006,

Compliance With Laws and Regulations

Our tests of the Commission's compliance with selected provisions of laws and regulations for fiscal year 2006
disclosed no instances of noncompliance reportable under U.S. generally accepted government auditing standards
or OMB audir g'uidancc‘ 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.

Consistency of Other Information

The Commission’s Management Discussion and Analysis and other information related to heritage assets contain
a wide range of data, some of which are not directly related to the financial statements. We do not express an
opinion on this information. However, we compared this information for consistency with the financial statements
and discussed the methods of measurement and presentation with officials of the Commission. On the basis of this
limited work, we found no material inconsistencies with the financial statements or nonconformance with OMB
guidance.

Objectives, Scope, and Methodology

Commission management is responsible for (1) preparing the financial statements in conformity with U.S. general-
ly accepted accounting principles; (2) establishing, maintaining, and assessing internal control to provide reasonable
assurance that the broad internal control objectives of FMFIA are met; and (3) complying with applicable laws and
regulations. We are responsible for obtaining reasonable assurance about whether (1) the Commission’s financial
statements are presented fairly, in all material respects, in conformity with U.S. generally accepted accounting prin-
ciples, and (2) Commission management maintained effective internal control that provides reasonable assurance
that the following objectives were met:

* Financial reporting: Transactions are properly recorded, processed, and summarized to permit the preparation
of financial statements and other information in conformity with U.S. generally accepted accounting principles,
and assets are safeguarded against loss from unauthorized acquisition, use, or disposition.

IGAO, Financial Audit: American Battle Monuments Commission’s Financial Statements for Fiseal Years 2005 and 2004, GAO-06-348
(Washington, D.C.: Mar. 1, 2006).
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Compliance with applicable laws and regulations: Transactions are executed in accordance with (1) laws govern-
ing the use of budgetary authority; (2) other laws and regulations that could have a direct and material effect on
the financial statements; and (3) any other laws, regulations, or governmentwide policies identified by OMB

guidance.

We are also responsible for (1) testing compliance with selected provisions of laws and regulations that have a direct
and material effect on the financial statements and for which OMB guidance requires testing, and (2) performing
limited procedures with respect to certain other information appearing in the Commission's annual financial report.
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 financial statements;

obtained an understanding of internal control related to financial reporting (including safeguarding assets)
and compliance with laws and regulations (including execution of transactions in accordance with budget
authority);

obtained an understanding of the recording, processing, and summarizing of performance measures as reported
in the Commission’s Management’s Discussion and Analysis;

tested relevant internal controls over financial reporting and compliance, and evaluated the design and operating
effectiveniess of internal control;

considered the process for evaluating and reporting on internal control and financial management systems under

FMFIA; and

tested compliance with selected provisions of the following laws and regulations:
* the Commission’s enabling legislation codified in 36 U.S.C. Chapter 21,

* public laws applicable to the World War II Memorial Fund,

* Military Quality of Life and Veterans Affairs Appropriations Act, 2006,

* Emergency Supplemental Appropriations to Address Hurricanes in the Gulf of Mexico and Pandemic
Influenza, 2006 (Section 3801, one percent across-the-board rescission),

* Antideficiency Act,
* Pay and Allowance System for Civilian Employees, and

* Prompt Payment Act.

P
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We did not evaluate all internal controls relevant to operating objectives as broadly defined by FMFIA, such as
those controls relevant to preparing statistical reports and ensuring efficient operations. We limited our internal
control testing to controls over financial reporting and compliance. Because of inherent limitations in internal
control, misstatements due to error or fraud, losses, or noncompliance may nevertheless occur and not be detected.
We also caution that projecting our evaluation to future periods is subject to the risk that controls may become
inadequate because of changes in conditions or that the degree of compliance with controls 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 financial
statements and those required by OMB audit guidance that we deemed applicable to the Commission’s financial
statements for the fiscal year ended September 30, 2006. We caution that noncompliance may occur and not be
detected by these tests and that such testing may not be sufficient for other purposes.

We performed our work in accordance with U.5. generally accepted government auditing standards and OMB
audit guidance.

Commission management was provided with a draft of this report and concurred with its facts and conclusions.

Steven J. Sebastian
Director
Financial Management and Assurance

January 31, 2007

—_—
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AMERICAN BATTLE MONUMENTS COMMISSION
CONSOLIDATING BALANCE SHEET
As of September 30, 2006
(With Comparative Consolidated Total as of September 30, 2005)

General Fund Trust Funds Toltal Funds Total Funds
Cemeteries and WWIil and Other
Memaorials Trust Funds Total 20086 Total 2005
Assels
Intragovernmental:
Fund balance with Treasury (nole 2) S40,012.391 515,057,733 555,070,124 548,356,286
Treasury investiments, net (note 3) 58,137 58,137 7,960,248
Total Intragovermnmental 40,0123 15,115,870 55,128 261 56,316,534
Cash and foreign accounts (note 4) 89,383 185 B9,568 B7 480
Accounts receivable 31,425
Contributions receivabie, net {note 5) 110,000 110,000 207,040
General property and equipmant, nat (nole 6) 1,921,881 1,921,881 1,995,704
Heritage property (node 8) 0 o Q 1]
Total Assets 42,023 655 515,226,055 S57,249.710 $58,638,193
Liabilities
[ntragoverramental:
Accounts payable $138,580 $1,700,238 1,838,816 $3,935,262
Accrued salaries and benalis 85,511 85511 78,845
Total Intragovernmental 224 001 1,700,236 1,824 327 4,015,107
Accownts payable 4,550,067 57,084 4,608,061 1,636,030
Other liabilitles (note 7) 4,020,367 518 4,020,885 3,104,865
Total Liabilities 8,795,425 1,757,848 10,653,273 8,756,002
Commitmems and contingencies (note 8)
Met Position (nota 8)
Unexpended appropriations 33,800,578 33,800,576 34,740,900
Cumulative Results of Operations (deficit) {581,348) 13,468,207 12,886,881 15,132 282
Total Net Position 33,228,230 13,468,207 46,696,437 49882191
Tetal Liabilities and Net Position 542,023,655 515,226,055 557,249,710 558,638,183

The accompanying notes ane an integral part of these stalemenis.
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AMERICAN BATTLE MONUMENTS COMMISSION
CONSOLIDATING STATEMENT OF NET COST AND CHANGES IN NET POSITION
For the Year Ended September 30, 2006
(With Comparative Consolidated Total for the Year Ended September 30, 2005)

Ganergl Fund Trust Funds Total Fun Tatal Funds
Comataries and Wil and Other
Memeorials Trusl Funds Total 2006 Total 2005
PROGHRAM Oﬂﬁlg
Infragevammantal program cogts:
Operabens and mainlanance 52,932,880 52,932 68O §2,927.952
Design and consiruction 51,858,308 1,858,300 2,702,833
Prosgram costs with the publc:
Cparations and maimanance a1 BT7.044 240,279 32117323 20,440,526
Fund reising A6 Bdd
Adminisirative 324,278 324,274 G5 456
Design and construction 653,218
Mamaodial costs 430 Bd1 30641 52,738
Property and aquipment (note &) B9828,263 58 B626,521 2234441
Foralgn currency boeses, nat 9,334 477 8334477 B.ATT 062
Het Cost of Operations £53. 770,464 52 BE2.TES 556,633,229 47,120,740
CHANGES |N NET POSITION
Cumulative Fesults {Delicit) - Start of Year 5 (122 SE8) : ] 15,254,850 §15,132,282 518,611,215
Budgetary Financing Sources
Apprapaabons wsed 52,642,908 52642958 41,006,870
Tolal Busetary Financing Sources 52 Bd2 968 52,642,968 41,906 679
Othar Finaneing Sources
Cantribustions 843,913 843,910 1,071,129
Traasury mvesimant aarmings 232,200 Zea0e B6.E508
Qiher revarie 7645 TE48
Irmputied financing 851,073 881,073 567,281
Total Other Financang Soufces 668,718 1,078,122 1,744 840 1,734,828
Total Financing Sources 53,311,686 1076122 54,387 808 43,641,607
Less: Net Cosi of Operations 53,770,464 2862765 56,833,220 AT 20,740
et increase (Decrease) for the Year (4EE TTE) (1.786,643) (2,245,421) (3.478.833)
Cumulative Results (Deficit) - End of Yaar {BE1,348) 13468 207 12,886,861 15,132,262
Unexpended Appropriations -Start of Year 34,740,908 34,740,908 23,581,668
Budgetary Financing Sources
Approprations recaned 50,865,000 50,885,000 52,575,200
Onhar offsatling receipts and ndjustimants TI7.635 717,635
Appropriatons used (52,642,9648) (52,642.968) [41.908,8579)
Ingrease in unexpendad appropriations (840,333) (940.333) 10,768,321
Unexpanded Appropriations -End of Yoar 33,800,576 33,806,578 34,745,809
TOTAL NET POSITION- END OF YEAR $33.228.230 513,468,207 E4B.ER6,43T $40,882.191

Thie Accompaniying noles ane an Inlegral pan of thess stabemenis.
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AMERICAN BATTLE MONUMENTS COMMISSION

CONSOLIDATING STATEMENT OF BUDGETARY RESOURCES

For the Year Ended September 30, 2006
(With Comparative Consolidated Total for the Year Ended September 30, 2005)

Budgetary Resources
Budgetary Authority:
Appropriations
Met transfer in for net torelgn exchange loss

Other {receipts collected)
Less: Rescinded

Unobligated Balances:
Stan of year
Mt franster (out) lor net fareign exchange (loss)
Other adjustments

Recoveries of prior year obligations

Total Budgetary Resources

Status of Budaetary Resources

Ohligations Incurred - direct
Unobfigated balances available

Total Status of Budgetary Resources
Mat Quilays
ObEgations incurmed
Plus: Oblgated balances, start of year:
Undaliverad ordars
Delivered orders - unpald
Less: Obligated balances, end of year;
Undélivered orders
Delvered orders - unpaid

Total Net Qutlays

Genaral Fund Trust Funds Total Funds Total Funds
Cemeteries and WWIl and Other

Memorials Trust Funds Total 2006 Total 2005
551,500,000 551,500,000 553,100,000
7,829 796 T.020,706 8,949,331
501,141 51,475,990 2,067,131 1,679,131
{515,000) (515,000} (424,800)
15,661,856 14,177,900 29,838,756 33,148,353
{7.929,796) {7.920.796) (8,948,331}

(37, 743) {37,743)

10,041 10,041 {411,745)
$67,210,205 515,653,800 582,864,185 587,090,938
£47,304.280 85,625,762 £52,830,042 557,007,992

18,906.015 10,028,128 29,934,143 30,082 946
$E7.210.285 515,653,880 $82 864,185 £687,000,038
47,304,280 $5,625762 552,830,042 £57,007 002

19,088,053 566,285 16,654,338 8615513

3,086,109 3,432,965 6,519,074 4,668,389
13,903,561 3,520,750 17,233,311 (19,654,338)
6,050,480 1,757,330 7.847.819 (6,519,074)
$40,484, 302 54,537,932 554,022 324 44 118,482

The accompanying notes are an integral part of thess statements,
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AMERICAN BATTLE MONUMENTS COMMISSION
CONSOLIDATING STATEMENT OF FINANCING

For the Year Ended September 30, 2006

(With Comparative Consolidated Total for the Year Ended September 30, 2005)

Besources Used To Finance Activities

Obfigations incumed - direct
Offsatting collections and recoveries
Imputed relirement and audit services
Ciher adjustments

Total Resources Used to Finance Activiies

t G |

Gaeneral propery capitafized on the balance sheat
Dacrease in unfunded anmal leave

Undelivared orders - start of yoar

Less: Undedivered orders - end of year

Taral Resources Thal Da Mot Fund Mel Gost of Operations

omponants of Net i na M

Resources in the Current Periad

Componons Regquinng Resources in Fulure Periods:
Inerease in unlunded anmual leave
Increase m unfunded separalion pay Bability
Increass in accounts receivable

Companents Not Bequiring Resources:
Depreciation
In-kind expansas

Total Costs Mol Requinng Resounces in the Curent Period

et Cost of Dperations

General Fund Trust Funds Total Funds Total Funds
Cemeteries and WWIl and Other
Mamorials Trust Funds Total 2006 Total 2005

547,304,280 55,625,762 352,930,042 $57.007 982
[8B01,182) (8601,182)

661,073 661,073 567.291

(624.171) (624,171) (247.057)

A6, 740,000 5,625,762 52,385,762 57,328,228

635,720 636,720 BB.428

{12,704)

18,088,053 586,285 168,654, 338 BEIES13

{13.903.561) {3,328,750) (17,233,311} 119,654,338

5821212 (2,763,465) 3057 747 {10,265,101)

240, TDG 468 281,174 880

177.353 177,363 67,068

31425

T10.543 710,543 62T 282

30,650 30,650 30,660

1,200,252 468 1,209,720 757,615

£53,770.464 52,862,765 56,633,220 S47,120,740

The accompanying nolas are an inlegral pan o these sialamanis.
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AMERICAN BATTLE MONUMENTS COMMISSION

NOTES TO THE CONSOLIDATING AND CONSOLIDATED
FINANCIAL STATEMENTS

For the Fiscal Years Ended September 30, 2006 and 2005

Note 1. Significant Accounting Policies
A. Basis of Presentation

The accompanying consolidating and consolidated financial statements present the financial position, net cost
of operations, changes in net position, budgetary resources, and financing of the American Battle Monuments
Commission (the Commission) in conformity with U.S. generally accepted accounting principles as used by the
federal government. There are no intra-entity transactions to be eliminated.

B. Reporting Entity and Funding Sources

The Commission is an independent agency within the executive branch of the federal government and was created by
an Act of March 4, 1923, the current provisions of which are now codified in 36 U.S.C. Chapter 21, The Commission’s
mission is to commemorate the sacrifices and achievemnents of ULS. armed forces where they have served overseas since
April 6, 1917, the date of the United States entry into World War 1, and at locations within the United States when
directed by the Congress. The Commission designs, administers, constructs, operates, and maintains 24 American
military cemeteries and 25 federal memorials, monuments, and markers (herein collectively referred to as memorials).
Three of the memorials are located in the United States while all of the cemeteries and the remaining memorials are
located on foreign soil in 14 foreign countries, the Marianas, and Gibraltar. The Commission is also responsible for
maintaining 6 nonfederal memorials with funds received from the memorials’ sponsors. The Commission is head-
quartered in Arlington, Virginia. Field operations are conducted through regional offices located near Paris, France,
and in Rome, Italy; and cemeteries in Manila, the Philippines; Mexico City, Mexico; and Panama City, Panama.

The Commission also had responsibility for designing and constructing the National World War 11 Memorial located
on the Mall in Washington, D.C. In accordance with 40 U.S.C. 8906 (b), the Commission provided $6.6 million for
deposit in a separate Treasury account to offset the memorial's costs of perpetual maintenance. On November 1, 2004
the Commission signed an agreement with the National Park Service to formally transfer the National World War
IT Memorial to the Service for its future care and maintenance. Remaining funds reside in a trust fund in the U.S,
Treasury to be used solely to benefit the World War I1 Memorial for other than routine maintenance expense.

Commission programs are funded primarily through appropriations available without fiscal year limitation (no-
year). The Commission also administers several trust funds established to: (1) build memorials authorized by the
Congress, but which are funded primarily by private contributions, commemorative coin sales proceeds, and invest-
ment carnings; (2) decorate grave sites; and (3) maintain and repair certain nonfederal war memorials.

C. Basis of Accounting

The Commission'’s proprietary accounts (assets, liabilities, equity, revenue, and expenses) are maintained on the accrual
basis, where appropriated funds are accounted for by appropriation year; operating expenses are recorded as incurred;

_———-—
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and depreciation is taken on property, plant, and equipment not otherwise classified as heritage assets. Commission
budgetary accounts are maintained on a budgetary basis, which facilitates compliance with legal constraints and statu-
tory funds control requirements, The functional budget classification is Veterans' Benefits and Services.

D. Fund Balances with Treasury

The Commission's cash receipts and disbursements are processed by the U.S. Treasury. Fund balances with
Treasury are comprised of appropriated general funds and trust funds.

E. Investments

In accordance with 36 U.5.C. 2113(b), the Commission is authorized to invest World War 11 Memorial Trust
Fund receipts in U.S. Treasury securitics. The Commission is also authorized under a modification to its origi-
nal legislation to invest receipts from certain nonfederal war memorial organizations in U.S. Treasury securities.
Treasury investments are recorded at par value plus unamortized premium or less unamortized discount. Premiums
and discounts are amortized using the interest method.

F. Foreign Currency

The Commission’s overseas offices maintain accounts of foreign currencies to be used in making payments in
foreign countries. Amounts are recorded at a standard budget rate in U.5. dollars and a gain or loss recognized
when paid in foreign currency. Appropriated monies are transferred from the Commission’s Foreign Currency
Fluctuation Account to fund net currency losses. Cash accounts in foreign currencies are reported at the U.S. dollar
equivalent using the Treasury exchange rate in effect on the last day of the fiscal year.

G. Contributions and Revenue Recognition

The Commission recognizes unrestricted contributions or unconditional promises to give as revenue in the period of the
initial pledge when sufficient verifiable evidence of the pledge exists. Conditional promises to give are recorded as revenue
when the condition has been met. Unconditional promises to give may be temporarily restricted or permancntly restrict-
ed. Temporarily restricted promises to give are released from restriction when the conditions have been met, Permanently
restricted promises to give are recorded as revenue in the period donated; however, donors generally allow only the carned
income to be used for general or specific purposes. In-kind contributions of goods and services are recognized at fair value
by the Commission at the time the goods are received or the services are performed, Multiyear contributions due over a
period of time are discounted to their present value based upon the short term Treasury interest rate.

H. Operating Materials and Supplies Inventories
The Commission has determined thar operating materials and supplies located at its cemeteries are not significant
amounts and that it is more cost beneficial to record them on the purchase method of accounting whereby items are

expensed as purchased rather than when consumed. Consequently, the Commission reports no operating materials
or supplies inventories.

I. Property and Equipment

Purchases of general property and equipment of $25,000 or less are expensed in the year of acquisition. Purchases
of personal property exceeding $25,000 are capitalized and depreciated on a straight-line basis over 5 years.
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Expenditures relating to real property exceeding $25,000 are capitalized and depreciated on a straight-line basis
over 30 years. Heritage assets are assets possessing significant cultural, architectural, or acsthetic characteristics.
The Commission considers its cemeteries, and federal memorials, monuments, and markers acquired through
purchase or donation to be noncollection heritage assets. Heritage assets acquired through purchase or donation
are accounted for in the Commission’s property records, and are not presented in the balance sheet. Withdrawals
of heritage assets are recorded upon formal agreement with recipients. Additional disclosure on individual heritage
asset cemeteries and memorials are found in the Schedules of Heritage Assets presented as unaudited other infor-
mation. Cemetery land is owned by the foreign countries in which cemeteries are located and is provided to the
United States in perpetuity.

J. Employee Benefits

The Commission’s civilian U.S. nationals hired after December 31, 1983 are covered by the Federal Employees’
Retirement System (FERS), which was implemented on January 1, 1984. The Commission’s civilian U.S. nationals
hired on or before December 31, 1983 could elect to transfer to FERS or remain with the Civil Service Retirement
System (CSRS). For FERS employees, the Commission withholds .80 percent of base pay and as employer con-
tributes 10.70 percent of base pay to this retirement system. For Federal Insurance Contribution Act (FICA) tax
and Medicare, the Commission withholds 7.65 percent from FERS employees’ earnings, matches this amounton a
dollar-for-dollar basis, and remits the total amount to the Social Security Administration. The Commission with-
holds 7.00 percent of base pay plus 1.45 percent for Medicare from CSRS employees’ earnings and as employer
contributes 7.00 percent of base pay plus 1,45 percent for Medicare. These deductions are then remitted to the
Oftice of Personnel Management (OPM) and the Social Security Administration. OPM is responsible for govern-
ment-wide reporting of FERS and CSRS assets, accumulated plan benefits, and unfunded liabilities.

On April 1, 1987, the federal government instituted the Thrift Saving Plan (TSP), a retirement savings and invest-
ment plan for employees covered by FERS and CSRS, The Commission contributes a minimum of 1 percent of
FERS employees’ base pay to TSP. For 2006, FERS employees could contribute up to $15,000 (820,000 if at least
age 50) on a tax-deferred basis to TSP, which the Commission matches up to 4 percent of base pay. For 2006,
CSRS employees may also contribute up to §15,000 (820,000 if at least age 50) on a tax-deferred basis; however,
they receive no matching contribution from the Commission.

Retirement and other benefits for the Commission’s foreign national employees are paid by the Commission in
accordance with the provisions of 10 host nation agreements negotiated by the U.S. Department of State,

Annual leave is accrued as earned, and the resulting unfunded liability is reduced as leave is taken, Separation pay
is provided in certain countries according to host nation agreements, Separation pay is accrued as earned, and the
resulting unfunded liability is reduced when paid to the foreign national leaving the employ of the Commission.
Each year balances in the accrued separation pay and annual leave accounts are adjusted to reflect current pay rates.
To the extent that current or prior year appropriations are not available to fund annual leave and separation pay,
funding will be obtained from future financing resources. Sick leave and other types of unvested leave are expensed
when incurred.

K. Imputed Financing

The Commission imputes financing for retirement and other benefits paid by OPM, financial audit costs incurred
by the Government Accountability Office (GAO), and a heritage asset musical carillon donated each fiscal year.
The Commission recognized these expenses and related imputed financing in its financial statements.

s
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L. Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities, as well as the disclosure of contingent assets and liabilities at the date of
the financial statements, and the amount of revenues and expenses reported during the reporting period. Actual
results could differ from those estimates.

M. Adoption of New Accounting Standard

The Commission early-adopted FASAB Statement No. 29, Heritage Assets and Stewardship Land, for fiscal year
2005. The adoption resulted in additional disclosure with no effect on financial statement amounts or restatement

of prior year's presentation.
N. Reformatting of Prior Year's Presentation

Certain prior year accounts on the Statement of Net Cost and Changes in Net Position were reformatted to con-
form to the current year presentation in accordance with Office of Management and Budget’s Circular No. A-136,

Financial Reporting Requirements.
Note 2. Fund Balances with Treasury

All undisbursed account balances with the U.S. Treasury, as reflected in the Commission’s records, as of
September 30 are available and were as follows:

2006 o 2005
General Fund Trust Funds Total Total
Appropriated Funds £28,422,604 §28,422,604 $34,095,973
Currency Fluctuation 11,589,787 11,589,787 3,740,045
Other Trust Funds 815,057,733 15,057,733 10,520,268

£40,012,391 £15,057,733 855,070,124 $48,356,286

Note 3. Treasury Investments, Net

As of September 30, the Commission’s Trust Fund investments in U.S. Treasury notes, which are marketable
securities due within 2 years, were as follows:

Met Premium Interest
FY Cost Interest Rares (Discount) Receivable  Net Investment
06  §_ 58,000 400%  §  (48) s 185 § 58137
05 §7,658,000  4.00% o 7.00% §190,755 §111,493 §7,960,248

Amortization is on the interest method, and amortized cost approximated market as of September 30.

_—
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Note 4. Cash and Foreign Accounts

Outside the United States the Commission makes payments in U.S. and foreign currencies through imprest cash
funds and Treasury designated depository commercial bank accounts, which as of September 30 were as follows:

2006 2005
Imprest Cash Funds §42 664 £41,158
Foreign Bank Accounts 46,719 46,023
Undeposited Cash—Trust 185 309
889568  § 87490

Note 5. Contributions Receivable

The Commission has pledges from the private sector to be used for the World War 11 Memorial, with substantial
pledges by major corporations and foundations. These pledges are recorded as contributions receivable and revenue
in the fiscal year pledged, and $110,000 is temporarily restricted until collected. Amounts due in future years are
as follows:

Fiscal Year Due
2007 £110,000
MNet Contributions Receivable £110,000

The Commission believes that all contributions receivable are fully collectible, and therefore no allowance for
uncollectible accounts has been established.

Additionally, the Commission has a pledge from a living trust valued at 8178,838 as of September 30, 2006.
However, due to the uncertainty of time and amount when the pledge is collected, the contribution will be recog-
nized at the amount when received.

Note 6. General and Heritage Property and Equipment

General property and equipment with an aggregate cost basis of $25,000 or less and all heritage assets were expensed
by the Commission and totaled $9,626,263 in fiscal year 2006, which included $6,879,901 of costs related to the
construction of the Normandy Visitor and Interpretive Center as a heritage asset and $2,232,441 in fiscal year 2005,
WWII Memorial equipment totaling $58 in fiscal year 2006 and $2,000 in fiscal year 2005 was also expensed.

Since the 1960s, the Commission’s European Regional Office near Paris, France, has occupied a residential
structure owned by the United States government. The Commission is responsible for all utilities, maintenance,
and repairs, While the structure has the characteristics of a heritage asset, it has been used as general property,
However, it is now fully depreciated, and no value is contained in the Commission’s financial statements,

General property and equipment as of September 30 was as follows:

————
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2006 2005

Accumulated Accumulated
Category Cost Depreciation Net Cost Depreciation Net
Buildings £ 923461 § 73,063 § 850,398 $ 923461 & 42311 § 881,150
Accounting System 1,760,065 1,760,065 0 1,760,065 1,408,052 352,013
Equipment 2,746,362 1,674,879 1,071,483 2,167,228 1,404,687 762,541

85,429.888 83508007 81921881  $4,850,754  $2,855050  §1,995,704

Heritage assets are significant to the mission of the Commission to design, construct, and maintain historical
cemeteries and memorials. The Commission presents its heritage assets in three categories; cemeteries, federal
memorials, and nonfederal memorials. Changes in heritage assets for fiscal year 2006 were as follows:

Federal Nonfederal
Cemeterics Memorials Memorials
Beginning of Year 10-1-05
Number Acquired, Fiscal Year 2006
Number Withdrawn, Fiscal Year 2006
End of Year 9-30-06

e ol
Be o R
= e o o

During fiscal year 2006, the Commission did not assume responsibility for any additional private memorials,
Through September 30, 2006, Commission cemeteries contain over 131,000 interments. Over 94,000 honored war
dead, whose remains were not recovered, are memorialized in the cemeteries and federal memorials that encompass
over 1,600 acres. This land is provided to the Commission through host agreements with foreign countries for perma-
nent use as cemeteries and memorials.

Note 7. Other Liabilities

Other liabilities as of September 30 were as follows:

2006 2005
Accrued Salaries and Benefits £1,315,431 8867937
Unfunded Separation Pay Liability 1,492,136 1,314,784
Unfunded Annual Leave 1.213.318 922,144

..... 0,885  §3.104.865

Under a host nation agreement, the Commission’s Italian employees earn separation pay for each year of service
with the Commission. The Commission recognized an unfunded liability for separation pay for these employees
of $1,492,136 as of September 30, 2006, and §1,314,784 as of September 30, 2005.

A portion of pension and other retirement benefits (ORB) expense is funded by an imputed financing source to
recognize the amount of pension and ORB unfunded liabilities assumed by OPM. These costs are computed in

—_——
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accordance with cost factors provided by OPM. For fiscal year 2006, the Commission incurred $1,071,577 of pen-
sion and ORB costs, $§314,073 of which was imputed. For fiscal year 2005, the Commission incurred $1,047,468
of pension and ORB costs, $287,291 of which was imputed. Total imputed costs of $661,073 for fiscal year 2006
and $567,291 for fiscal year 2005 included audit services provided by GAO.

Note 8. Lease Agreements

The Commission has no capital lcases. The Commission’s Arlington, Virginia, headquarters, including office
space for the WWII Memorial Project, are rented under a 10-year operating lease expiring in July 2007. The
Commission’s Mediterranean Regional Office occupies commercial office space under a 6-year operating lease
expiring in May 2007. The Mediterrancan Regional Office Director’s living quarters are rented under a 6-year
operating lease expiring in December 2007, Two operating leases for cemetery superintendent’s temporary liv-
ing quarters expired in March and June 2006, respectively. Rent expense for fiscal year 2006 operating leases was
$541,501. Future minimum payments due on operating leases as of September 30, 2006, are as follows:

Fiscal Year

2007 $435,987
2008 25,729
2009 11,396

$473,112

Note 9. Net Position

Net position balances as of September 30, 2006, were as follows:

General Fund  Trust Funds Total

Unexpended Appropriations:
Unobligated §19,906,015" £19,906,015
Undelivered Orders 13,903,561 13,9 1

33,809,576 £33,809.576
Cumulative Results of Operations (deficit):
Unrestricted §(581,346) & 10,028,457 § 9.447,111
Undelivered Orders 3,329,750 3,329,750
Temporarily Restricted 110,000 110,000

$(581,346)  $13.468207  $12,886,861

Permanently Restricted

Total Net Position §33,228,030  $13.468207  $£46,696,437

Net position balances as of September 30, 2005, were as follows:
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Unexpended Appropriations:
Unobligated
Undelivered Orders

Cumulative Results of Operations (deficit):
Unrestricted

Undelivered Orders

Temporarily Restricted

Permanently Restricted

Total Net Position

Includes 57,113,322 for design and construction of the Normandy Visitor and Interpretive Center, congisting of $98,145 unobligated from a 85,000,000 no-

General Fund
£15,661,856°
19 53
$34,749,909

§ (122,568)

Trust Funds

- —
$14,481,525
566,285
207,040

Total

$15,661,856
19,088,053
334,742,009

§14,358,957
566,285
207,040

§(122,568)

534,627,341

§15,254,850
§15,254,850

$15,132,282

year appropriation earmark for FY 2002; $479,574 unobligared (after a $26,000 rescission)) from 2 54,000,000 no-vear appropriation for FY 2003; 526,735 unob-

ligzated (after 4 853,10} rescission) from a §9,000,000 no-year appropriation for FY 2004; 83,439 868 unoblipared (after 2 72,800 rescission) from a $9,100,000
ne-year appropriation for FY 2005; and $3,069,000 unobligated (after « 331,000 rescission) from a §3,100,000 ro-year appropriation for FY 2006,

“Includes $10,003,138 for design and construction of the Normandy Visitor and Interpretive Center, consisting of $194,02% unobligated from 2 §5,000,000
no~year appropriation carmark for FY 2002; $503,577 unobligated (after a $26,000 rescission) from a 54,000,000 no-year sppropriation for FY 2003;
$285 832 1:1!0'1“];'-1!!::[ {ufter a 553,100 rescission) from o 59 000,000 na-vear a]ﬁlsmpriatilm for FY 2004: and 9,019,700 Llrmhli.galfd (after a 872800 rescis-

siom ) from a 9,100,000 no-year appropriation for FY© 2005,

Visitors at Sicidy-Rome
Awerican Cemetery

—_— e
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AMERICAN BATTLE MONUMENTS COMMISSION

Other Information
September 30, 2006
(Unaudited)

Maintenance, Repairs, and Improvements

The following unaudited information is required supplementary information on deferred maintenance and the
condition of real property at Commission cemeteries and memorials:

Deferred maintenance is maintenance that was not performed when it should have or was scheduled to be and
which, therefore, is put off or delayed for a future period. Maintenance and repairs performed on real property
consisting of land improvements, buildings, and memorials totaled $2.9 million in fiscal year 2006 and $4.9 million
in fiscal year 2005. For fiscal years 1998 through 2002, the Commission received $11.3 million of additional appro-
priations from the Congress that enabled it to entirely eliminate its deferred maintenance backlog as of September
30, 2002. No deferred maintenance backlogs existed as of September 30, 2005, and 2006.

Condition assessment surveys, using a five-point scale of one (excellent) to five (very poor), identify needed future
maintenance and repair projects at cemeteries and memorials in order to maintain real property in an acceptable
condition of three (fair) or better. These surveys are reviewed and updated at least annually by the Commission's
engineering staff. In addition, engineering projects identified improvements in cemetery irrigation, drainage, roads,
parking areas, and buildings. As of September 30, 2006, the Commission had identified over 200 maintenance,
repair, and improvement projects with an estimated cost of §12.6 million, to be performed in future years subject
to available funding.

Schedules of Heritage Assets
The following three pages present unaudited other information not required by U.S. generally accepted accounting

principles on the Commission’s 24 cemeteries; 25 federal memorials, monuments and markers; and six nonfederal
memorials as of September 30, 2006.

e ——————
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Name
European Region

Aigne-Marne American Cemelary
Ardennes American Cemelery
Brittany American Camatery
Brockwood American Cemalery
Cambridge American Cemetery
Epinal Amarican Cemelery
Flanders Field American Cametery
Henr-Chapafle American Camelery
Lorraine American Cematery
Luxembourg American Cemelary
Meuse-Argonne American Cemetary
Matherlands American Cemetery
Marmandy American Cematery
Oize-Aizne Amarican Cematery
Somme American Cemelary

St Mihig! American Cematery
Suresnes American Cemelery

Medi Reg

Florence American Cemetery

Marth Africa Amenican Cemetery

Rhone American Cemetery

Sicily-Home American Cemelery
Other

Corozal Amencan Cemetary
Mexico City American Cemetery
Manila Amarican Cametary

Subtotal for Cemataries

Statement of Heritage Assets
September 30, 2006
(Unaudited)
24 CEMETERIES
Logation Interred

Belleau (Aisne), France
Meupre, Belgium

81, James (Manche), France
Brookwood, England
Cambridge, England

Epinal (Vospes), France
Waregem, Belgium
Henri-Chapelie, Belgium

St, Avold (Mosels), France
Luxembourg City, Luxembourg
Romagne (Meuse), France
Margraten, Holland
Collewille-sur-Mez, France
Fere-en-Tardenois, Frange
Bany [Alsne, France
Thiaucourt, Meurthe, France
Selne, France

Florenca, italy
Carthage, Tunisla
Draguignan, Var, France
Netiung, Haly

Panarma City, Panama
Mexico City, Maxico
Luzon, Philipines

*Acquired by Exacutive Order from the kemes Panama Canal Zone.
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Memorialized  Acres

2209 1,080 4§25
5,329 462 205
4,410 498 2&re
458 563 45
3812 5,126 05
5,255 424 486
363 43 62
T2 450 §7.0
10,488 444 1135
5076 n 50.5
14,245 854 1305
B.201 1723 655
8.387 1,557 1725
g0z 241 365
1844 333 143
4,153 284 05
1,565 974 75
4,402 1,408 70.0
234 3724 270
861 264 125
7881 3,005 7o
5,336 16.0
1,563 1.0
17202 36,285 1520
131,062 60,314 1,284.5
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September 30, 2006

(Unaudited)

American Battle Monuments Commission
Statement of Heritage Assets

25 FEDERAL MEMORIALS, MONUMENTS & MARKERS

Name

Eas! Coas! Memorial

Honaluly Memorial

West Coast Memorial
Audenarde Monument

Bellicourt Monumant

Brest Naval Monumend
Cabanatuan Memaorial

Cantigny Monument
Chatea-Thiarry Monumeni
Chaumant Market

Gibrattar Naval Monument
Guadalcanal Memorial

Kemmel Monument

Maring Monument Belleau Wood
Menttauson Monurment

Mamizes Monument

Papua Marker

Pointe du Hoc Ranger Manument
Saipan Monument

Santizgo Surrender Tree
Sommepy Monument

Soullly Marker

Tours Monument

Litaty Beach Monument

Western Naval Task Force Memorial

Subtotal for Memorials

Grand Total

Location

Naw York City, NY
Honolulu, HI

San Francisca, CA
Audenarde, Belgium

St Quentin, France

Brast, France

Luzon, Phillipines

Cantigny, France
Chateau-Thierry, France
Chaumani, France

Gibraltar

Guadalcanal

Yipres, Balgium

HAigna, France

Maontiaucon, France
Thiaucourt, France

Port Moresby, New Guinea

&t Laurent-sur-Mer, France
Saipan, Morthern Mariana [slands
Sanfiago. Cuba

Sommepy, France

Souilly, France

Tours, France

Sainte Marie-du-Mont, France
Casablanca, Mareoco

* K=Korea, SAW=Spanish Amarican War, V=\ietnam

Interred.  Memorialized =~ Acres

4,600 08
28,800 10
412 13
04

18

1.0

0.4
589

o
0.5
0.2
1996
96
475

288

15.0

05
05

33621 389

131,062

94,135 16634
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American Battle Monuments Commission
Statement of Heritage Assets
September 30, 2005
(Unaudited)

6 NON-FEDERAL MEMORIALS

Name Location

201 Infaniry Dévision Memorial Vierville-sur-Mer, Franca

30th Infantry Division Mamarial Martain, France

&th Engineering Special Brigade Memarial Vierville-sur-Mar, France

35151 Bamb Group Memorial Qundle, England

1471h Engineer Battation Monument Englesqueville-la-Perces, France
507h Parachute Infantry Regiment Mamorial Amiraville, France

Larraine dmerican Cemetery
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“T'ime Will Not Dim the Glory of Their Deeds”

— General of the Armies John J. Pershing



American Battle Monuments Commission
Courthouse Plaza 11, Suite'500)
2300 Clarendon Boulevard
Arlington, VA 22201

www.abmc.goy






