
GA!!0 United States 
General Accounting Office 
Washington, D.C. 20548 1603sS 
Accounting and Information 
Management Division 

B-279652 

April 28, 1998 

General Frederick F. Woerner, Chairman 
American Battle Monuments Commission 

Subject: Management Letter: American Battle Monuments Commission’s 
Financial Statement Audit for Fiscal Year 1997 

Dear General Woerner: 

We contracted with the independent public accounting firm of KPMG Peat 
Mar-wick LLP (KPMG) to conduct an agencywide audit of the American Battle 
Monuments Commission’s (AE3MC) financial statements for the fiscal year ended 
September 30, 1997. This was the first agencywide audit of ABM& financial 
statements since its establishment in 1923. On February 27, 1998, we issued a 
letter’ transmitting KJ?MG’s auditors’ report, dated January 13, 1998, which 
contained (1) an auditors’ unqualified opinion on ABMC’s Balance Sheet and 
auditors’ disclaimer of opinion on the remaining ABMC’s principal statements, 
(2) an auditors’ opinion on ABMC management’s assertion about the 
effectiveness of related internal controls, and (3) conclusions on compliance 
with significant laws and regulations. In that letter, we concurred with KPMG’s 
conclusions. 

In our February 27, 1998 letter, we reported four areas of weaknesses regarding 
the effectiveness of ABMC’s internal controls over financial reporting. This 
letter provides suggestions on how to correct these weaknesses, and provides 
suggestions to assist ABMC in improving its operations in other less significant 
areas. Many of ABMC’s weaknesses are systems related. During fiscal year 
1998, ABMC plans to select a commercial off-the-shelf system from approved 
vendors on the General Services Administration’s Financial Management 
Systems Software schedule. The system selected is to conform to all current 

‘Financial Audit: American Battle Monuments Commission’s Financial 
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guidance and be Year 2000 compliant.” A draft of the enclosed KPMG 
management letter, dated January 13, 1998, was provided to ABMC officials who 
agreed with its contents and said that they will consider all the suggestions. 

We would appreciate receiving a description and the status of your planned 
corrective actions within 30 days of the date of this letter. We and KPMG 
appreciate the cooperation and assistance ABM& management and staff 
provided during the audit. 

If you have any questions or need assistance in addressing these items, please 
contact me or Roger R. Stoltz, Assistant Director, on (202) 512-9489. 

Sincerely yours, 

$wk?+!~J 
/ 

David L. Clark 
Director, Audit Oversight 

and Liaison 

Enclosure 

?he Year 2000 problem is rooted in the way dates are recorded and calculated 
in many computer systems. For the past several decades, systems have 
typically used two digits to represent the year in order to conserve on 
electronic data storage and reduce operating costs. With this two-digit format, 
however, the year 2000 is indistinguishable from the year 1900. As a result, 
system or application programs that use dates to perform calculations, 
comparisons, or sorting may generate incorrect results when working with years 
after 1999. 
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KPMG PEAT MARWICK’S AUDITOR’S REPORT 

W/W Peat Marwick LLP 

2001 M Street. N.W. 
Washmgton. DC 20036 

January 13.1998 

MANAGEMENTLETlER 

The Commissioners 
American Battle Monuments Commission 

We have audited the balance sheet of the Amccican Battle Monuments Commission (ABMC) as of 
Septembar 30, 1997, and have issoed oar unqua!ificd Independent Auditor’s Report thereon dated 
January 13, 1998. In planning and performing our audit of the balance sheet of tbe ABMC we 
considered its internal controls in o&r to determine our auditing procedures for the pwpose of 
expressing our opinions on the genaal purpose tinancial statement aad managemeot’s assertions o(1 
intemal controls over tinancial report& We have oat considered the intemal controls since the date of 
O~nport. 

Four reporuble wad&ions, the fvst thme of which we consider material weaknesses, have beeo provided 
in our sepamte mport mtitkd 1-t Auditors’ Report dated January 13,199s and are prasented, 
along with our suggestions for improvemmf as Appandii I to this ktter. Tbe 18 Notification of 
Findings and Suggcstioas, presented ia Appendix II to this ktter, are not conside rcpmtable 
wnditions but are less s&if-t matters o&red to assist the ABMC in improving its operations. All of 
the mportabk conditions and notification of findings and suggestions have been disc& with the 
appmpriate members 0fAFJMC mana8ement 

This report is intended for the infcmnatioa of the ABMC, management of the ABMC. sod regulatory 
balk. However, this mport is a matter of public recollf and its diibution is not limited. 

Wetakcthkopportunirytoaclmowl~tbe~andatsistanceuhmdtdtousbythepeManelof 
the ABMC during tbe cwrsc of our examination. 
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Appendis I 

AMERICAN BATTLE MONUMENTS COMIMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notification of Reportable Condition and Sumration lNRCS> 

NRCS numbar: I 
Audit Area: information Systems 
Prior Audit Finding: No 
W/P Reference: 0 Binder 

Our auditors bave identified the following: 

Condition: Inadequate Controls Over Information Technology Systems 

fhe ABMC’s current information technology systems utilized by the Washington DC office and the 
breign regions contain the following weaknesses: 

The systems do not require an obligation to be recorded prior to an cxpcnditure being recognized. 
The developmental software utilized by the databam does not include this feature. due to certain 
limitations. 
There is no user documentation to support the internally-gencratcd accounting databases: FoxPro, 
dBaselV and Clipper. The users Icam how to use the system through on the job training. although 
they do not have any support to explain how functions should be performed and questions answered. 
All operations datahes used by the ABMC can be modified by any pemxxmel who has access to the 
ABMC local area network. However, personnel do have varying levels of responsibilities. 
Within the ABMC-Headquarters ORice, there is no month-end processing to close transactions and 
lock month-end transactions from further modification. Due to the above mentioned access ability, 
all Enancial transactions of the ABMC are available for modification or deletion. 
Accounting personnel in the ABMC-Headquartets and the European Regional Of&as have access to 
the file maintenance functions that include the general lcdgcr accounts, object codes, and vendor 
listings. These individuals are also responsible for entering the financial data and tracking financial 
obligations. 
The ABMC-Headquarters, the Mediterranean and the Pacific Regional Oftices do not require system 
passwords to be changed on a periodic basis. Users arc not required to change their passwords after 
the initial sign-on to the network. 
The network utilized at the ABMC-Headquarters does not kxk users out after repeated invalid sign. 
on attempts. Users can mpeatedly type the incormct identification or password and attempt to gain 
accesstothesystems. 
The ABMC-Headquarters and the Pacific Regional Office do not have business continuity plans tc 
address continued operations of the agency in the event of a disaster. Such a plan should include all 
aspects of the business operations, not only the computer synems. 
The ABMC-Headquarkrs. the Mediiean and Pacific Regional Offices do not have a secure off. 
site storage facility to rotate backup tapes on a regular basis. Although the ABMC personne 
responsibk for performing the backup procedures take the tapes home with them, the site is no 
considered a secure site to ensure proper control and safeguarding of financial data. 
Sufficient training in systems administration and support has not been provided to all personnel ir 
charge of the systems in all locations. ‘I 

-I 
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5 

Appendix I 

‘0 The network server used by the ABMC-European Regional Office is at fill capacity, and currently 
will not allow employees to save information. The server is also performing at a slow pace and will 
not allow additional software to he loaded. 

Criteria: 

OMB Circular A-127, Financial Management Systems 
GAO Federal information Systems Connuls Audit Manual 

Cnw: 

ABMC Headquarters does not have a full time information systems staff officer. 
ABMC does not do common information system control procedures. 
ABMC has old, outdated equipment 

Effect: 

ABMC data is not secure and transactions may not be recorded correctly. 

snggatioM: 

ABMC should procunz and field a modem, integrated financial information system that contains fm 
to correct the above identified weaknesses as soon as possible. 
ABMC should assign a full time information systems officer. 
ABMC should follow common information systems control procedures. 

,_ ._..._ - 
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AMERICAIN BATTLE IMONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Appendix I 

Notificatiaa of Reportable Condition and Suewstioa (NRCS) 

NRCS number: 2 
Audit Area: Expanses and Accounts Payable 
Prior Audit Finding: No 
W/P Reference: M Binder 

.- 
/ 

Ow auditors have identified the following: 
1 

Cooditioa: improper Recording of Accnmnb Payable and Other Acenmls 

The ABMC does not have policies and pmcedures to ensure proper accrual of accounts payable and 
accruals at the Regional Offices and Headquarters. We noted the following problems: 

l The ABMC does not have a written policy to perform cut-off procedures at fiscal year-end. 
l The ABMC-Medirenanean Regional ORice’s current policy is to record all open purchase orders as 

accounts payable at fiscal year-end. with no analysis performed for the proper segregation between 
accounts payable and undelivmd orders. 

. The ABMC did not properly recognize separation pay liability in the Mediterranean Regional Office. 

. The ABMC European and Mediterranean Regions’ original accrual for unRmded leave only included 
the Headquarters employees, and omitted the cemetery employees’ accrual which amounted to 
sl98,ooo. 

l There is improper xgregation of duties in the ABMC European Regional Office since one employee 
has both certifying and disbursing responsibilities 

We were able to obtain assurance over the proper balance of accounts payable and accruals at September 
34 1997, rbmugh performing detailed cutoff testwork at ABMC-Hcadquar~crs and all regions. All 
adjustments proposed by us WM recorded by ABMC. . 

FASAB Statement of Federal Financial Accounting Standards No. 5. Accounting for Liabilities of the 
Federal Government 
OMB Circular A-123. Management Accountability and Control 

cansc: 
This is ABMC’s fti financial statement audit and cash/budget based accounting entities usually have 
transition problems implementing accrual based accounting. 
With few people, ABMC is challenged to provide segregation of duties. 
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Effect: 

Liabilities and expenses were understated and the original financial statements did not present fairly the 
financial position of the ABMC. 
ABMC is accepting too much risk with one person as both a certifying and disbursing offtccr. 

r 
suggutiotu: 

ABMC should train its personnel on accrual accounting prior to the end of FY 98. 
ABMC should establish and implement FY 98 closing policies and pmcedures to correct these crrots. 
ABMC should segregate the certifying and disbursing functions in the Paris Offtce- 
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Appendix I 

AMERICAN BATTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Our auditurs have identified the followiug: 

Condition: Inadequate Preparatien d Approval of Bank Reconcilintiuns of Fore@ Bauk 
ACCUUNS 

We noted the following regarding Foreign bank accounts: 

l The ABMC did not perForm monthly bank mconciliations for its foreign commercial bank accounts 
for five months during fiscal year 1997, due to a delay in filling an open position. 

l For the reconciliations performed during the year, no approvals were documented on the 
reconciliation. thus we were unsure whcthcr the reconciliations were reviewed by the appropriate 
supervisor. 

l The balance per ABMC’s general ledger for one commercial bank account did not agree with the 
bank contimration received and with the bank statement. 

We were able to obtain assurance over the proper balance at Septcmbcr 30, 1997, through a detail review 
of the fiscal year end reconciliation, confirming all balances, and agreeing all reconciling items to 
subsequent bank statement activity and other supporting documentation. 

critcrin: 

OMB Circular A-123, Management Accountability and Control 

Came: 

ABMC Paris was short an employee. 
Lack of adequate supervisory control procedures. 

ABMC Paris accepted too much risk over these vulnerable accounts. 

8 GAO/AI&ID-9&130R ABMC 1997 Management Letter 



ENCLOSURE ENCLOSURE 

Xppendis 1 

Suggestions: 

ABMC conduct monthly bank reconciliation and have a supervisor review the work. 
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.Appendia I 

AMERICAN BATTLE IMONUMENTS COMMISSION 
Fitmacial Statement Audit - Fiscal Year 1997 

I 

Notitkation of Reportable Condition and Sawzestion NNZ31 

1 
NRCSoomber: 4 
Audit Area: Fund Balances with Treasury 
Prior Audit Finding: No 
W/P Refereaa: B Binder 

0~ auditors have idcotified the folbwbg: 

Condition: Lack of Jhcnmeated Polii and Procedom for Fund Balance with Trcasuty 

The ABMC-European Regional Office does not have updated accounting policies and procedures 
covering the Fund Balance with Treasury accounts. The European Regional officc!s most recent copy of 
Federal accounting regulations was dated 1985. The following weakness underlies the need for updated 
Policies and procedures addressing Fund Balances with Treasury: 

The ABMC-European Regional Office does not pmperly reconcile the Treasury FMS Form 6652 in a 
reasonable time after receipt. The FMS Form 6652 represents diibrences between the amount of Fund 
Balance with Treasury per TESU#S records and the amount per the ABMC’s records. We found 
material unreconcikd amounts that needed correction. 

CritCrt: 1 

The Germsd Accounting Office Audit Repo% Financial Aodic Reconciliolion of Fund Bahmces wirk 
Treasury, dated June 24.1997. documents the procedures an agency should perform in reconciling the 
differences reported by Treasury. 

Lack of atmntion or supervision by anyone outride of the Paris Office. 

Material unreconcikd amounts were not resolved in a reasonable time. 

Sllggatioo: 

ABMC Paris reconcile Treasury reports upon receipt. 
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Appendix II 

AMERICAN BAITLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

r 
Notification of Fiudinp and Supcwstion (NFSj 

I 
NFS numbet7 1 
Fund: All Funds 
Audit Area: General 
Prior Audit Fisdiq: NO 
W/P Refereuce: Gmed Observation (NFR Al) 

Our auditon have ideatifkd the following: 

I Conditiuc 
I 

I ABMC does not have comprehensive, current accounting policies or procedurrs. 

L 1 

criteria: 
I 

I Generally accepted accounting principles. 

1 -1 

Caase: 

Past pmctices. no requirement for financial audit until 1997, and small staff size. 

Eff”: 

Increases ABMC’s risk of processing transactions inconsistmtlysvith its worldwide opemtions. 
I 

ABMC should develop a comp&cnsive, current set of accounting policies and procedures to standardize 
their procedures at all locations. 

I 
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c . 

AMERICAN BATTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notification of Finding and Swzeestion (NFSI 

NFS number: 2 
Fund: All Funds 
Audi Areaz All Areas 
Prior Audit Finding: No 
W/P Reference: A-7 (NFR A2) 

Our auditors bave ideatified the foknvimg: 

Condition: 

ABMC does not fully comply with the United States Standard General Ledger (SGL). 

Criteriaz 

OMB Circular A- 127, paragraph 7. 

Came: 

ABMC developed their accounting system internally and some SGL account numbers have changed over 
the years. 

EffCCt: 

ABMC is not compliant with the OMB A- I27 and can not gain the efficiency inherent in the use of the 
SGL throughout the US Gov-mt. 

ABMC should fully implemmt the US Government SGL 
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Appendix II 

AMERICAN BA-lTLE MONIKMENTS COMMISSION 
Fioancial Statement Audit - Fiical Year 1997 

Notilicatioa of Findine and Sueeestion (NFS) 

NFS number 3 
FIllId: O&M 
Andit Arm: Cash 
Prior Audit Fiuding: NO 
w/P Reference: B-12; PBC 1. A-4 (NFR 84) 

Our auditors bwe identiiiml tbc folIowing: 

Couditioa: 

ABMC European Regional Office did not perform surprise cash counts of the cemetery imprest funds in 
a timely manner. Only 6 of 17 cemeteries’ imprest funds received surprise cash counts during FY 97. 

criterh 

ABMC Europe’s wittm policy is to perform surprise cash counts once a year or on every visit from the 
Paris office. 

I The ABMC Europe Logistics Officer was assigned the responsibility and he does not tmvel to all 
cemeteries during the course of a year. 

Cemetery imprest funds could be used in an improper manber. 

saggation: 

ABMC should authorize other offiials to perform sutptise cash counts including neighboring 
supcfintmdmb and other visiting Paris Of&c personnel. 
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.Appmdn II 

AMERICAN BATTLE IMONUMENTS COMMISSION 
Fiuaacial Statement Audit - Fiscal Year 1997 

Our auditors have identified the followkg: 

Condition: 

ABMC is not accurately disclosing and explaining their Budget Clearing Account (BCA) differences in 
the financial statements. 

04R June 24.1997. The report documents key pmcesses and procedures used in reconciliation of 
Fund Balances with Treasury accounts and suggested audit procedures to test agency compliance. 
Material BCA differences should be disclosed and explained in the financial statements. 

Cause: 

No requirement to prepare financial statements until 1997. 

ABMC is not properly disclosing Fund Balances with Treasury accounts in accordance with applicable 
accounting standards and OMB reporting requirements. 

SllggcstioB: I 

ABMC should report and disclose the BCA differences and develop an Accounting Policy Letter (APL) 
for lkancial statement presentations. 

I I 
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Appendix I I 

AIMERKAN BATTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notification of FindinP and Sueeestion (NFS\ 

NFS number: 5 
Fund: O&M 
Audit Am: Fotcign Currency 
Prior Audit Fittdiag: No 
WIP Reference: B-24 OJFR 88) 

Our auditors have identified the following: 

Condition: 

ABMC’s foreign bank account balances were not translated at the US Treasury rates on g/30/97, but 
were valued using the average purchase price of the foreign cufrcncy. 

criteriaz 

Statement of Federal Financial Accounting Standard (SFFAS) #I, paragraph 32. 

Cause: 

Past practices and no rcquimnmt to prepare financial statements until 1997. 

ABMC cash was undcrstatcd by SlO,lPS at 9I301’97 in their finakial statements, but was adjusted. 

Suggatiom: 

ABMC should comply with the SFFAS, at least at year end. 
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Appendix II 

AMERICAN BATTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fii Year 1997 

Notification of Findine and Suegntioa (NFS) 

NFS numbtr: 6 
Fund: Trust Funds 
Audit Area: Investmmts 
Prior Audit Finding: No 
W/P Reference: C-8 (NFR C4) 

Our auditors have identified the following: 

Condition: 

KPMG noted that ABMC uses the straight line method to amortize their investment premiums and 
discounts. The effective interest method should be used to amortize premiums and discounts according 
to Federal financial accounting standards. 

I 

Crittrin: 

Paragraph 71 of SFFAS # I states, “If an amount of premium or discount exists, the carrying amount of 
the investments should be adjusted in each reporting period to reflect the amortization of the premium or 
the discount. Premiums and discounts should be amortized over the life of the Treasury security using 
the interest method.” 

Cause: 

The FoxPro database program used by ABMC to account for investments, including computation of 
premium amortization, is programmed to amortize premiums and discounts using the straight-line 
mcthod. 

Effect: 

There is no material effect on the W  1997 financial statements. However. as the number, dollar amount 
and holding periods for investments increase, the risk of material misstatement increases. 

Suggestion: 

ABMC should amortixe their investment premiums and discounts using the effective interest method as 
prescribed by SFFAS #I. 
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AMERICAN BATTLE MONUMENTS COMMISSION 
Fiuancial Statement Audit - Fiial Year 1997 

Notification of Findia and Su ation NFS 

4 
Our auditors have idtutified the folkwiag: 

Condition: 

KPMG noted that ABMC does not perform periodic analytical review procedures on the FoxPro 
accounting system’s interest revenue, accrued interest. or premium amoitization calculations. The 
calculations are based on information input into the bond subledger by ABMC employ& sod are 
recordtd to the general ledger. 

Clittrin: 

Sound accounting policies require supervisory review of accounting calculations. 

Cause 

Reliance on the FoxPro accounting system. 

ABMC’s investments and related accounts may not be accurately reported. Interest receivable at 9/30/97 
was undemaad by $9,951 and was not adjusted because the amount was immaterial. 

saggatioa: 
ABMC should start performing periodic analytical reviews of investment calculations performed by the 
FoxPru accounting system to ensure accuracy. 
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AMERICAN BAlTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notification of Findiae and Sweestion (NFS) 

NFS number: 8 
Fund: All 
Audit Area: Assets 
Prior Audit Findiar: No 

Oar auditors have identitied the following: 

Condition: 

ABMC does not have a consistent personal property accountability system and WDC does not perform 
periodic physical inventories. 

public L.aw 94419, Section I, enacted in 1976. 

Cause: 

Reliance upon individual off&s for property accountability. 

Efftttt 

Ass+ could be misused or stolen and not detected. 

ABMC should develop a fommi system to account for all mat&al assets and adopt a policy that requires 
periodic physical inventories (e.g. Compaq the assets on the list to the actual inventory). for all locations. 
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.Apperrdix II 

A,MERICAii BATTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notification of Fiadine and Sueeestion (NFS) 

NFS uumber: 9 
Fund: All 
Audit Arm: Compliance 
Prior Audit Finding: No 
W/P Reference: L - 4.810.3 (-NFR L2) 

Our auditors bavt identified the following: 

Condition: 

ABMC does not comply with the Prompt Pay Act which is applicable for U.S. vendors. 

Criteria: 

OMB Circular A-125, paragraph I b. requires that all government agencies comply with the Prompt Pay 
Act 

I 

Caw: 

Lack of management attention and absence of vendor complaiits. 

KPMG reviewed all contracts over S 100,000, and discovered that ABMC owes $5.909.2 I in accrued 
interest penalties for invoices not paid by the required due dart. 

Suggestion: 

ABMC should comply with the Prompt Pay Act and accrue and pay interest on any invoices paid beyond 
tht required due date. 
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Appendix I[ 

AMERICAN BATTLE .MONUMENTS COMMISSION 
.Financial Statement Audit - Fiscal Year 1997 

Notification of Findine and Suegation (NFSI 

NFS number. IO 
Fund: All 
Audit Area: Compliance 
Prior Audit Finding: No 
W/P Reference: L - 4.812.2, L - 4.8123 (NFR U) 

Our nuditon have identified the follotingz 

Conditiow 

ABMC has not updated individual personnel tiles for gmerai salary inc- in the European and 
Meditcrmncan regions. ABMC does not update Etuopcan Region - other US-GS employees’ official 
personnel tiles with notices of personnel action or similar form for general salary increases. The 
Mediterranean Region Fmnch employees’ official personnel files arc also not updated for general salary 
increases. 

Criterix 

GAO audit guidance requires a comparison of employee’s pay rate per their personnel records to 
established pay schedules. 

cause: 

I This procedure is not mmkd by ABMC policy. 

Effect: 

The salaries and wage rates listed in the personnel files do not coincide with the actual salaries paid to 
the employucs. The possibility for employees to be paid at inappropriate rams is incmascd when across 
theboatdpayincmascs am not reconciled to documentation in the individual’s offkial personnel tile. 

Sqgestion: 

ABMC should update the personnel tiles as each individual receives pay increases. 
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.\ppendix II 

AMERICAN BATTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notitication of Fludine and Sueuestion tNFSl 

NFS number: II 
Fund: All 
Audit Area: Compliance 
Prior Audit Finding: No 
W/F’ Reference: L - 4.803, p. 803-2 (NFR L4) 

Onr ruditon have ideotified the folIowing: 

Condition: 

ABMC does not have cmrenf written administrative fimd conttol ptocedutes. 

Criterip: 

3 I USC IS I4 tequites that We head ofeach executive agency shall prescribe by regulation a system of 
administrative control”. 

Cause: 

Past practices and lack of management attention. 

EKeett 

ABMC fund control at its various sites around the world may not be as effective as it could be. 

suggeaiom: 

ABMC should ptepare an APL on its system of administrative control and obtain approval from OMB. I 
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.Appendix [I 

AMERICAN BATTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notiiicatioa of Findine and Swestioa [NFS) 

NFS number: 12 
Fund: All 
Audit Area: Compliance 
Prior Audit Finding: No 
W/P Reference: L - 4-870. I (NFR LS) 

Our auditors have identified the following: 

Condition: 

ABMC’s Federal Managers Financial Integrity Act (FMFIA) report may kc misleading aod the 
preparation process may be incomplete: 

I. FMFIA Section 4 compliance paragraph is found after the iGA section and not in the FMFIA section 
of therepon 

2. ABMC does not comply with Circular A- I27 because ABMC states that they do not have an 
integrated financial accounting system. Additionally, ABMC does not comply with OMB Ciiular A- 
127 because it is: 

- not using the US SGL in its financial management system. 
-notusingtheUSSGLto transxtion level ofdetail. 
- not complying with all Federal Accounting Stambrds. 
- oat meeting the Fioaocial Reponing tequiretnents. 

3. ABMC provided no evidence of control reviews in WDC or Manila 

Critek 

GAO FAM Sections 260 to 580 
OMB Circulam A-123 and A-127 
OMB PY 97 FMPIA Guii 
OMB 93-06 

Past ptuctices and no mquiremmt for financial statement audit until 1997. 

Effcrt: 

Report may be misleading. 

ABMC should recognize wealuKsses noted in the finatkal audit in the FMFIA report. 
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Appendix II 

AMERICAN BAITLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

I 
Notification of Fiadinn and Sueeestion INFS) 

NFS number: 13 
Fund: All 
Attdit Area: Expenditutes 

. Prior Aodit Finding: No 
M-hllNFRM2~ 

Oor aoditon have ideatikd the foIlowing: 

Condition: 

The WDC head imprcst fund cashier has gcnetal ledger responsibilities and rrconcilcs the genial ledger 
to the bank statements. 

Key duties and responsibilities in tiorizing, processing, recording and reviewing transactions should 
be separated among individuals (Gmetal Accounting Office’s Standards for Internal Control in the 

‘. Fedem1 Govcmmmt). 

1 I 

ChU: 

I Small size of ABMC. 

Effect: 

Due to improper sqcgation of duties, fraud could go undewctal. 

ABMC should have someone independent of the WDC head impmt fund cashier should perform bank 
reconciliations. 
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.Qpcndix II 

AMERICAN BA’ITLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notifieatioa of Findiae and !&e&ion (NFS] 

NF’S number: 
Fond: 
Audit Am: 

14 
All 
Expenditure Cycle 

I Prior Audit Finding: No- 
MaLIfNFP MA\ I 

Oar nnditon bnve identified the following: 

Condition: 

The person who approves pufchax orders also certifies goods as received and accepted. 

criterk criterk 

. . Key duties and responsibilities in authorizing, processing, recording and reviewing transactions should Key duties and responsibilities in authorizing, processing, recording and reviewing transactions should 
be separated among individuals (General Accounting Office’s Standards for Internal Control in the be separated among individuals (General Accounting Office’s Standards for Internal Control in the 
Federal Government). Federal Government). 

cause: 
Small size of staff. 

Unauthorized purchases could go undetected. 

soggestioo: 

ABMC should properly segregate duties so that the person who orders goods or services is not the same 
petson recoding them as received or accepted. 
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ENCLOSURE ENCLOSURE 

Appendix II 

AMERICAN BATTLE rMONUMENTS COMMISSION 
Financial Statement Audit - Fiial Year 1997 

Notification of Findiae and Suwsstioo (NFS) 

NFS number: I5 
Fund: All 
Attdit Area: Expenditure Control Testing 
Prior Audit Finding: No 

Our auditom have identified tbe folkwi~g: 

Condition: 

ABMC disbursed $8.287 tc an individual for services performed after the date that his contract expired, 
but later amended the contract to extend the completion date. 

Criteria: 

3 I USC 3528, A certifying official certifying a voucher is responsible for- (1) information stated in the 
certificate, voucher and supporting records, (2) the computation of a certified voucher under this section 
and section 3325 of this title; (3) the legality of a proposed payment under the appmpriation or fund 
involved. 

ABMC’s certifying officer did not note the expiration date of the individual’s conuact 

EffCCt: 

Funds were disburstd beyond the data authorized. 

smggestloB: 

ABMC should review contract performance periods prior to thedisbursement of funds. 
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ENCLOSURE ENCLOSURE 

Appendix II 

AhIEIUCAN BATTLE .3lONUivIENTS COMWSSION 
Financial Statement Audit - Fiil Year 1997 

Notification of Fiadinr and Sueeestion (NFSj 

NFS number. 16 
Fund: All 
Audit Area: Expenditures 
Prior Audit Finding: No 
W/P Reference: M-g-2 (NFR Ml 1) 

Our auditors have identified the following: 

Condition: 

In the Eumpcan Region, the cemetq superintendents approve and sign their own timeshects. 

Criterir: 

According to General Accounting Office’s Standards for Internal Control, key duties and responsibilities 
in authorizing, processing, recording and reviewing transactions should be sepamtui among individuals. 

Cause: 

Cemetery superintendents are in charge of each site and have been trusted by ABMC management 

There is no independent check on the superintmdmt’s timesheet for reported hours aad or expenses. 

suggedoD: 

ABMC should properly xgtqate duties so that the superintendent is not approving his/her own 
timeshect. Approvals could be performed at the regional of&e. 
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ENCLOSURE ENCLOSURE 

Appendix 11 

AMERICAN BATTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notification of Findine and Suwestion (NFS> 

NIB number: I7 
Fund: O&M 
Audit Am: European Office - Internal Controls 
Prior Audit Finding: No 
W/P Reference: NP-AS0 (NFR NP3) 

Oar auditors have identilicd the following: 

Condition: 

There is no independent check of the payroll calculated by the automated system or by manual 
calculations in the ABMC European Office. 

GAO Accounting Series, S~mz&m!rfbr Internal Control in the Federal Government, Specific Standard, 
Supervision states, this standard requires supervisors to continuously review and appmve the assigned 
work of their staffs. Also, supervisors are required to provide necessary guidance and training to help 
ensure errors, waste, and wronglid acts are minimized and management directives achieved. 

Cause: 

ABMC relies on the exputise of the European Office Payroll Assistant to review all payroll calculations 
and the passive control of employee and tax authority complaints. 

ABMC has increased risk of error, was& or wrongful acts, or the undctection of such occurrence. 

Snggedom: 

ABMC European office Accounting Supervisor should ensure that payroll calculations m m&wed 
independently by a person that does not ptepa~ them. 
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ENCLOSURE ENCLOSURE 

Appendis II 

AMERICAN BATTLE MONUMENTS COMMISSION 
Financial Statement Audit - Fiscal Year 1997 

Notification of FIndine and Sueeestion (NFQ 

I 
NFS aumber: I8 
FUad: O&M 
Awlit Ares Med. Office - Internal Controls 
Priur Audit Finding: No 
WiP Rekreace: NR Summary (NFR NRl) 

Our l editurs have identified the followingz 

coDditiom: 

I ABMC Mediterranean Office dots not assign general laigcr accounts 8s they occur. Tmnsactions arr 
totaled and assigned gcncral ledger accounts a! the end of the month. 

I 
I I 

Crituh: 

GAO Accounting Series, Skvrda&fbr IntenraI Conrrol in fhe Federal Government, Specific Standa~& 
Recurding of kmsactions and Events states, transactions and other siguificanr events are to be promptly 
recorded and pro&y classified. Proper classification of transactions and events is the organization and 
format of information on summary records from which reports and statcmmts are prepared. 

I CaDmu: . I 
ABMC Meditermneau 0flIc.c does not have accounting policy or procedures which require more than 
monthly posting to the General Ledger- 

I EfkCt: 1 
ABMC has increasd risk of emx and the un&ectiun of errors relating to prepardtion of monthly reports 
and year-ad financial ststcments. The end result could bc misstated financial smtcmmts. 

I 
L J 

SUggUtiOBZ 
1 

I ABMC Meditemmean Offtce should reconi tmmactions promptly into summary records using standard 
gmuaI kdgefaecountr. 

I 

(911845) 
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