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PARTNERING

A self-described, former “wise guy”, Charles joined the Air Force at age 17 in the 1940s.
Shortly after, he went AWOL for 10 days. “l came back shaking like a leaf and scared of the
consequences. But, after that | grew up. Good old Uncle Sam!” He then served 22 years in
flight traffic and fire / rescue.

Charles retired in 1968 and worked in civil aviation at a Michigan airport for six years.
He then landed a golden opportunity to work at Central Wisconsin Airport as Chief of
Operations overseeing everything including snow removal, which he says was tough.

During this time, Charles taught himself all about investing and the stock market at the
library. He saved a lot, made investments, and even developed a scholarship fund. Charles
donated $300,000 to the “Charles Vouaux Scholarship” at Embry Riddle Aeronautical

University. “l couldn’t have been so successful without the help of good people—so | like

to pass it on.”

“My life’s been quite colorful.”
—Charles Vouaux (Air Force, AFRH-W)
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FISCAL OVERVIEW

Here in Part 3, FINANCIAL, we will show our constituents
and the US Congress how we used AFRH resources to
meet our Objectives and achieve our Strategic Goals.
We'll also summarize our plans to improve our financial
position in the near future.

In general, the AFRH continued to keep its costs
down, its services high, and its finances stable in FY
2013. The achievements that you read about in MD&A
and PERFORMANCE were made possible by smart and
effective financial stewardship.

Moreover, the recent financial investments that we have
made in our facilities and programs will soon be reaping

positive returns. These gains will be apparent in the form
of greater resident wellness, stronger customer service,
and long-term cost savings.

The independent accounting firm Brown & Company
CPAs PLLC expressed an Unmodified™ (clean) Opinion
on our comparative FY 2013 and FY 2012 Financial
Statements, Balance Sheet, Statement of Net Cost,
Statement of Changes in Net Position and Statement
of Budgetary Resources. This opinion is testament to
effective fiscal management at the AFRH.

°Effective for FY 2013, US auditing standards call for the term

“unmodiified” opinion instead of “unqualified” opinion

“J collect resident fees and
manage campus purchases.”

—Katie Lindsey
(Budget Analyst, AFRH-G)

“My whole life
was two years behind
everyone else’s.”

—Stanley Sagara
(Army, AFRH-G)

Stanley’s parents emigrated from Japan to the US settling in central Washington. Stanley was
born and grew up on the family farm with eight siblings. During WW!II, Japanese-Americans were
feared, so the entire family was sent into an interment camp. “They uprooted us and confined us
to barracks.” For two years Stanley worked within the camp for little money.

After being released his family no longer owned their farm. They had no real income. Then

Stanley was drafted into the Army Airborne in 1944. He went to Europe and Germany and was

paid $50 per parachute jump. “l sent my money home to my family because they needed it more.”

After The War, Stanley served at McChord Air Force Base in Tacoma, WA. For the first seven

years of retirement, he lived at the AFRH-W. Then he moved to Gulfport, swapping rooms with a
resident who wanted to move to Washington. Today, he exercises everyday mostly swimming or
bike riding.
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CFO MESSAGE

I AM PLEASED TO REPORT OUR FINANCIAL POSITION FOR FY 2013 IS STABLE AND OUR
FUTURE OUTLOOK IS POSITIVE. THIS YEAR HAS BEEN AN EXCITING YET CHALLENGING ONE
IN MANY RESPECTS. EACH DAY, MANAGEMENT IS EVER MINDFUL THAT IT HAS BEEN
ENTRUSTED TO SPEND AFRH RESOURCES WISELY. MOVING FORWARD, THE AFRH TEAM

IS EAGER TO ACTIVELY RESHAPE ITS FINANCIAL FUTURE.

Our recent investments in AFRH programs, facilities,
and service have lowered the Trust Fund balance. Also,
we have seen reductions in various revenue sources.
These two factors have bolstered our commitment to
scrutinizing our spending, seeking new efficiencies,
and cultivating new income.

CONTAINING COSTS

Of late, AFRH operating costs exceed sixty million
dollars each year, and they increase each year due to
inflation. We aim to contain rising costs through our
High-priority Performance Goal “Maintain Exceptional
Stewardship”. We are also streamlining costs through
altered contracts, resource conservation, and added
efficiencies.

The Home’s major cost driver is healthcare, and we
are striving to constrain staffing. The Home’s highly
successful ILP pilot program is extending resident
independence and postponing costly Long Term Care.
This is reducing the staffing requirements for Long
Term Care and streamlining the manner in which we
enter contracts.

CONTRACT ADJUSTMENTS

During the first half of FY 2013, the sequestration and
across-the-board reductions impacted the entire Fed-
eral Government. The AFRH initiated a hiring freeze
(except for healthcare positions), modified contracts
appropriately, suspended performance awards, and
ceased travel and training opportunities.

With the appropriation that was enacted in March
2013, the sequestration was lifted and this allowed us
to lift the hiring freeze, proceed with closing the aging
Power Plant, and commence with water infrastructure
renovations.

FACILITY UPGRADES

The new energy-efficient facility in Gulfport has shown
savings, and the upgrades in Washington are already
showing far-reaching efficiencies. Both Homes now
boast LEED-certified buildings and modern amenities.
The Scott Project allowed us to review and improve
existing systems, facilities, and operations to advance
our goals for energy efficiency and resident care. Part
of the Project was to add individual heating / cooling
units to buildings that were fueled by the Power Plant.

Further, we closed the LaGarde Building and the
Power Plant and moved all Assisted Living, Memory
Support, and Long Term Care residents to renovated
space in Sheridan and the new Scott. This reduced
our footprint by 421,050 square feet—which will yield
significant energy savings and eliminate transportation
contracts to shuttle residents and staff to the lower
campus and back.

“For the 9th consecutive
year, the AFRH earned an
Unmodified Opinion on its
Financial Statements with
no audit weaknesses or
compliance deficiencies.”

—Steven G. McManus
(AFRH CFO)

FUTURE REVENUE

At the end of FY 2013, AFRH total revenue was about
$52 million—that is $8 million lower than in FY 2012.
The greatest reason: much lower military Fines and
Forfeitures, which is our largest revenue source, and
just so happens to be out of our control.

Hence, we must aggressively secure new revenue.
For starters, we are currently pursuing the sale / lease
of an excess 77 acres on the AFRH-W property. We
will only move forward, by FY 2017, if we can secure a
fair market price. We also have an exciting opportunity
to seek contributions from former military, veterans’
organizations, resident family members, and other
stakeholders. We will pursue contributions in FY 2014
by distributing a giving brochure as well as soliciting
online donations.

POSITIVE OUTLOOK

In general, we can maintain the AFRH Trust Fund at
acceptable levels by containing costs, monitoring
Fines & Forfeitures, executing our Master Plan, and
following our Strategic Plan. All the while, we must

be vigilant to contain rising costs and increase new
revenue. All of these efforts and more will support our
residents with exceptional service and preserve the
AFRH for future generations of retired military.

Sincerely,

1 —_— gl
/) E e i
Pl N ST P A ;:’ra".':'"f“"'._.nﬁ#-.r T I

Steven G. McManus
Chief Financial Officer (CFO)

December 16, 2013
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FY 2013 AUDIT LETTERS

| o= BROWN & COMPANY CPAs, PLLC —— — =
CRRTIFIED LTS ACCOUSNTANTH ANTD MANLCEMENT CONRIUILTANTS I:’H.fli.'r HI'-'”E-“

INDEFENDENT AUDITOR"S REFODRT

Armed Forces Retirement Homse
Washington, DC

Aceounting principles penerally scceped in the United Staes of America require that the information in
the Management's Discussion and Analysis (MDEA)Y, and Required Supplementary Informaation (RS0
sections be presented o supplement the hasic financial statements. Such information, although not & pan
of the baskc financinl stasements, is required by the Federal Accounting Standards Advisory Board, who

considers 1 o be an estential parn af fnamcial reporting for p'lrl.rirlu the bagic financial statements in an
appropnalc n-pclﬂi.m‘l.al. coonomse, of hEterical context We have appled cemanm limuted procedurcs 1o
the required supplementary information in accordamee with auditing standards penerally accepied in the
United S4ates of America, which consisted of inquines of management aboat the methods of prepanng the
mfometion and companng the information for consistency with mamagement's responses [0 04r INGUITIES,
the bazic financeal stasements, and other I:nuw'ludgc wie olblnamed -|l'|.|.|ir|||._r our audst of the basie hnancial
statemenis, We do nol express an opanion of provide any assurancs on the informatien because the limited
procedures do not provide s with sufficiem evidence 1 express an opinion of provide any assurance.

Report on the Financial Stajemenis

We have audited the accompanying balance sheels of the Armed Forees Retirement Home (AFRH) as of
Seprember 30, 2003 and 2002, and the related statemments of met cost, changes in net position, and
budgetary resowrces, fior the years then ended (collectively refermed io as the financial stasementsh, and the
relnted nodes to the fimancial sindemenis.

Maragemenr 's Responsibiling for the Froamncial Statements
Management is respomsible for the preparation and fair presentation of these financial staements in Mgl Wi Inpaan 5. Wil Finicall Napocing
accordance with accounting principles penerally accepied in the Unated States of Amernica; this inchedes
the Iﬂ:!.iErl. |u1p|¢r|1-r.'r|r.'|lil:lr|.. and maontenance af intemal contral relevant to the preparation and Fair
presentatson of Anancial statemems that are froc from nwaborial misstatement, whether due o rauwd or
CITON,

In planning and performing owr audit of the fArancial salements, we considered the AFRH"s imternal
contred over financial reporting {intemnal comrod) to design audit procedures that are appropriate in the
circumstances for the purpose of capressing an opimion on the finoncial sintcments, but wot for the
purpose of expressing an opimion on the effectneness of AFRH s miemal control.  Accordingly, we do
Bol express an opinien on the effectivensss of AFRHs internal control

Ao 5 Huvp-m.ubﬂm'

A doficiency v fareraol contral exists when the design or operation of a comtred does pot allow
management of employess, in the normal course of performing their assipned functions, W prevent, or
detect and comect, misstatements oo a imely basis, A morerisl weakmess 15 a deficiency, or combination
of deficiencies, in internal contred, such that there 15 a reasonable possibility that a matenal misstatement
of the entity's financial staements will nod be prevened, or detected and correcied on a timely bagis, A
significen deficlency 15 a defickency, or o combination of defickencies, in imtemal comtrod that is less
severe than o material weakness, yet imponant encugh o menit afention by those charged wih
governance

Cher responability 15 10 express an opinbon on these fmancial sarements based on owr audit,.  We
conducied our audit in accordance with awditing standards generally accepted in the United Scates of
America and the standards applicable to financial aedits contained in Crovernmens dudining Sondards,
issued by the Compiroller General of the United States: and the Office of Managemsnt and Buodpst
(OMB) Bullenn Mo, 1402, dinlir Reguiresments for Fadera! Firancial Sttements, as amended,  Those
standards and OMB Bulletin Mo, 14-02 require that we plan and perform the audit o obtain reasonable
assurance aboul whether the financial staterments are free from material missiatements,

An nudit involves performimg procedunes to obtam audst evadence abowt the ansounts and disclosures in
the financial statements, The procedures selected depend on the auditor’s jodgment, including the
assesament of the nsks of material misstatement of the Mnascial statements, whether due o Fraud or cmos.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparafion
and fair presestation of the financial stements in order (o design sudit procedures that ane appropate in
the circumstances, but not for the purpose of expressaing an opanion on the effectiveness of the enfity’s
indcrnal control,  Accordingly, we cxpress no such opimion.  An audit also incledcs evaluating the Report on Compliance and Other Matiers
appropriatencss of accounting policies used and the reasonablencss of significant accounling estimates 3
mende: by management, a5 well as evaluating the overall presentation of the financial statements.

Cur conséderation of the intermal control was fior the limited purpose deseribed in the first paragraph of
this section and was not designed o identify all deficiencies i inbermal control over financial reporiing
that might be deficiencics, significant deficiencics or matenal weaknesses. In our fiscal year 2013 audit,
we did not identify any deficiencies in intemal control thar we consider 10 be o materal weakness,
However, malerial weaknesses may cxisd that have not been adentificd.

Ag part of obtmning reasonable asturance about whether AFRH's hnangal statements are free from
material migstalement, we performed st of s compliance with oortain proviseons of laws, regulations,
conracts and grant agreements, moacompliance with which could have a direet and matenal effect on the
determination of financial statement amsoumts. However, providing am opinion on compliance with those
provisions wis not an objective of ouwr awdit, and sccordingly, we do not express such an opimion.  The
resultz of our tess disclosed no mstances of noncompliance or other marters that are rexuired 1o be
reported wnder Cronvermumers Ardlittag Stardands of OMB Bullctin Mo, 1402,

We believe that the awdit evidence we have obtained 15 sufficient and appropriate o provide o bagis for
aur audit apineon,

Chpinion an the Fiamneial Starements

In our opinion, the fnancial statements referred o above present Brly, o all matersal respects, the
financial positgn of AFRH as of Septenber 30, 2013 and 300 2, and its net costs, changes in net position,
and budpetary resowrces for the years then ended, in accordance with aecounting principles penerally
acepied in the United States of America

Management’s Responsibiliiy for Internal Control and Compliance

AFRH's management i responsitde for (1) evalusting effectiveness of imernal control over fimancial
reporting based an critenia established under the Federal Managers Finameial Imegraty Act (FMFLAJ, (2)
1101 MERCANTILE LANE. SUTTE: 122 = LARGO, Ml 20774 = BHOWN & COMPANY CPAS, PLLC
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providing a statement of assurance on the overall effectiveness of intemal control over financial reporting,
(3} ensuring AFRH"S financial management sywitems are in substantial compliance with the Federal
Fimancial Management Improvement Act (FFMIA) and applicable kows for which OMB Bulletin 14402
requines eating, amd (4) crsuring compliance with other applicable Bows and regulations.

Anditer's Responsibilities
“| learned to garden from m
]

We are responsible for; (1) obtining a sufficiend understanding of intermal conirols over financial

reparting to plan the audie, (2) esting complionee with centain provisions of laws and regulations that my mothe" at age 10-”
have a direct and mntenal effect on the financial stasements and applicable laws for which OMB Bulletin

Mo, 1402 requires testing, and (3) applying certain limited procedures with respect to the MD&A and —Roger Pohemus (Army, AFRH-W)
ather RS

Wi did not evaluase all intemnal controls relevant o operating objectives as broadly established by the
FMFIA, such as those controls relevant to prepanng statistical reports and ensaring cfficient operations.
We lemiled owr mgernal ¢ontrol 1esting 1o 16shing controls over financial réporting.  Becouse of inheren
limitations in intermal control, misststements due 10 emor of fraud, logses, or I1tl1l:\v.‘lll111|i.'l.l'h:|: may
pevertheless oocur aiad {1001 be detected, We alio caistson that prl..lj-nl.'ling our :un.lil! rnu!'ls 1o future PI:II-L'HH.
is subject to risk that controls may becoms madequate because of changes in conditions or that the degrec
of compliance with controls may deteromie. In addifion, we caution that our intermal condrol testing may
not b sufficsent for other purposes,

A retired member of the Army, 87-years-

young Roger is an avid gardener at the

We did mot test compliance with all laws and regulations applicable o AFRH, We limited our tesis of AFRH-W. “I'm the only gardener at this
compliznce W certain provisions of laws and regulations that ke a direct and matenial effect on the
fimancial stotcments and those required by OMB Balletin Mo, 1402 that we decmed applicable to campus who grows flowers.” All the other
AFRH's financial staements for the fiscal vear ended September 30, 2013, We caution that
poncompliance with laws and regulatons may occur and not be detected by these tewts and that such residents plant vegetables and grass to
testing may el be sufficient for ather parposes,

keep the ground moist.

Purpose of the Report on Internal Control over Financial Reporting and the Report on Compliance
and Other MnmrE ] ’ o After Roger goes out to purchase

The purpose of the Report on Interaal Control over Financial Repoming and the Report on Compliamee flowers, he enlists the help of local

and Cither Matters sections of this reporn is solely to descnibe the scope of our testing of imtemal comrol
and compliance and the result of thar testing. and pot o provide an opinion on the effectivencss of
AFRH's itérnal control or on compliance. These reports are an imegral part of an audit perfornsed in land, and then Roger digs the holes and
accordance with Goversment dinfinimg Stomdards in conssdering AFRH's imernal contral and compliance,

Accordingly, these repons are nat suitable for any other purpose. plants the flowers. Some of the flowers he

landscaper, Carter Stallard. Carter tills the

This report is indended solely for the mformation and wse of the management of AFRH, OMB, and keeps in his new raised gardens include:
Congress, and 15 nol intended 10 be and should not be nsed by amponé ather than these specified partics

yellow and orange azaleas, gladiola, dahlia,

E)‘.h-\,.i‘m«‘a/ lavender, lilacs, and lilies.

Largs, Maiyland Roger has also been a proud memlber
December 16, 2013 of Potomac Lily Society for 23 years,

which allows him to keep up on the latest
gardening techniques and meet with fellow

flower aficionados.
FROW N & CDOMPANY OPASN, PLILL
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Armed Forces Retirement Home
BALANCE SHEET
as of September 30, 2013 AND 2012

AFRH AUDITED FINANCIAL STATEMENTS (@ Dotary
Bz ez

ASSETS:

The AFRH management is responsible for the fair The NFC, in conjunction with BPD’s Oracle platform,
presentation of information contained in the principal processed our payroll and time / attendance data entry Intragovernmental
Financial Statements. The independent accounting transactions. These operations were managed under .
i Brown & Co. CPAS PLLC audited the Financial mutual agreements with the Department of Treasury Fund Balance With Treasury (Note 2) $ 3,541,350 $ 17,836,404
' and Agriculture. The AFRH relies on information
Statements for FY 2013 presented here in this section. . 9 ) . Investments (Note 2, 3) 66,296,115 112,674,756
received from BPD and NFC (plus audits and reviews)
The Statements and data presented here have been to execute its management controls. Areeeulis Feeeivele (Neie 49 1453563 1520,495

prepared from the Agency’s accounting records in
accordance with GAAP for Federal agencies—the Total Intragovernmental 71,291,028 132,031,655
standards prescribed by FASAB.

These Statements should be read with the
understanding they are for a component of the Property, Equipment, and Software, Net (Note 5) 364,827,269 339,774,479

Accounts Receivable, Net (Note 4) 508,656 249,362

US Government, a sovereign entity. Total Assets $ 436,626,953 $ 472,055,496

LIABILITIES:

Intragovernmental
In a public-to-public partnership, BPD ARC — Accounting Ricous Payelble $ -3 S
has admlnlstered_a{I_of our FY.2013 financial — Budget Other (Note 8) 1577420 1.907.034
management activities including:
— Payments Total Intragovernmental 1,577,420 2,189,207
— Purchasing
Accounts Payable 1,342,906 16,835,098
— Travel
Federal Employee and Veterans’ Benefits (Note 6,7) 7,943,494 8,453,239
Other (Note 8) 1,621,000 2,330,946
Total Liabilities (Note 6) $ 12,484,820 $ 29,808,490

Net Position:
Cumulative Results of Operations - Funds from Dedicated Collections $ 424,142,133 $ 442,247,006

Total Net Position (Note 10) 424142133 442,247,006

Total Liabilities and Net Position $ 436,626,953 $ 472,055,496

Richard Huether (Air Force, AFRH-W)
raises his favorite beer stein from his
service days in Germany.

The accompanying footnotes are an integral part of these financial statements
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Armed Forces Retirement Home
STATEMENT OF NET COST
For the Fiscal Years Ended September 30, 2013 AND 2012

Armed Forces Retirement Home
STATEMENT OF CHANGES IN NET POSITION
For the Fiscal Years Ended September 30, 2013 AND 2012

(In Dollars)

Cumulative Results of Operations:

(In Dollars)

PROGRAM COSTS:

Program: Embrace Resident-centered Care Beginning Balances $ 442,247,006 $ 445,018,579

Budgetary Financing Sources:

Gross Costs $ 54,204,183 $ 57,030,276

Less: Earned Revenue (11,278,617) (11,456,608) Alsferepriiens Lses - 1£,/620/000

Net Program Costs $ 42,925,566 $ 45,573,668 Nonexchange Revenue 37,319,255 41,802,249
Donations and Forfeitures of Cash and Cash Equivalents 15,830 45,876

Program: Maintain Exceptional Stewardship

Other Financing Sources (Non-Exchange):

Gross Costs $ 14,250,151 $ 14,993,124

Less: Earned Revenue (2,965,122) (3,011,915) Donations and Forfeitures of Property 341,968 ;

Net Program Costs $ 11,285,029 $ 11,981,209 Imputed Financing Sources (Note 12, 16) 1,589,854 1,661,380
Program: Promote Staff-centered Environment Other - :

Gross Costs $ 2,224,096 $ 2,340,055 Total Financing Sources 39,266,907 58,139,505

Less: Earned Revenue (462,782) (470,085) Net Cost of Operations (57,371,780) (60,911,078)

Net Program Costs $ 1,761,314 $ 1,869,970 Net Change (18,104,873) (2,771,573)

Cumulative Results of Operations 424,142,133 442,247,006

Program: Leverage External Stakeholders

Unexpended Appropriations:

Gross Costs $ 1,767,685 $ 1,859,849
Less: Earned Revenue (367,814) (373,618) Appropriations Received - 14,630,000
Net Program Costs $ 1,399,871 $ 1,486,231 Appropriations Used - (14,630,000)

Total Budgetary Financing Sources - -

Total Unexpended Appropriations $ - $ -

NET COST OF OPERATIONS 57,371,780 60,911,078

Net Position $ 424,142,133 $ 442,247,006

Residents and staff harvest an abundance
of fresh, healthy vegetables at AFRH-G.

The accompanying footnotes are an integral part of these financial statements

The accompanying footnotes are an integral part of these financial statements
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Armed Forces Retirement Home
STATEMENT OF BUDGETARY RESOURCES

For the Fiscal Years Ended September 30, 2013 AND 2012
(In Dollars)

Budgetary Resources:
33,800,963 $
3,964,294

Unobligated Balance Brought Forward, October 1
Recoveries of Prior Year Unpaid Obligations

Unobligated balance from prior year budget authority, net 37,765,257
Appropriations 46,387,126
Spending authority from offsetting collections 5,511

Total Budgetary Resources 84,157,894 $

Status of Budgetary Resources:
Obligations Incurred 67,021,317
Unobligated balance, end of year:

Apportioned 13,148,375
Unapportioned 3,988,202
Total unobligated balance, end of year (Note 2) 17,136,577

Total Budgetary Resources

84,157,894 $

Change in Obligated Balance

Unexpended Obligations:
Unpaid Obligations, Brought Forward, October 1 66,531,621
Obligations Incurred (Note 14, 16) 67,021,317
Outlays (gross) (13,220,494)
Recoveries of Prior Year Unpaid Obligations (Note 16) (3,964,294)

Obligated Balance, End of Year (Note 2) 16,368,150 $

Budget Authority and Outlays, Net:
Budget authority, gross 46,392,637
Actual offsetting collections (5,511)

Budget Authority, net 46,387,126 $

Outlays, gross 113,220,494 $
Actual offsetting collections (5,511)

Outlays, net 113,214,983
Distributed Offsetting Receipts 16,642,628

Agency outlays, net 129,857,611 $

The accompanying footnotes are an integral part of these financial statements

29,089,054
7,187,512
36,276,566
96,960,000
471
133,237,037

99,436,074

32,832,056
968,907
33,800,963
133,237,037

96,995,229
99,436,074
(122,712,170)
(7,187,512)
66,531,621

96,960,471
471)
96,960,000

122,712,170
471
122,711,699
(27,330,935)
95,380,764
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NOTES TO THE AUDITED FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

A. Reporting Entity

The Armed Forces Retirement Home (AFRH) was incorpo-
rated on November 1, 1991, by section 411(a) of 24U.S.C.
The AFRH is an independent agency in the executive branch
of the Federal Government. The AFRH has two facilities.
One is located in Gulfport, MS and the other is located in
Washington, D.C.

The AFRH mission is to fulfill our nation’s Promise to its
veterans by providing a premier retirement community with
exceptional residential care and extensive support services.
We support our residents’ independence, dignity, distinction,
heritage and future of continued life-enriching experiences.
Together, the AFRH family of residents and staff create a
place of caring and continual learning. We are committed to
providing the best housing and support services possible and
creating a true community of accomplished, independent
residents, who are free to explore their talents, pursue their
interests and follow their dreams.

The 1991 Defense Authorization Act created an
AFRH Trust Fund (Trust Fund). Governed by limitations
determined annually by the U.S. Congress, the Trust Fund is
used to finance operating expenses as well as capital expen-
ditures of the AFRH on an annual and no year basis.

The AFRH has rights and ownership of all assets reported
in these financial statements. The AFRH does not possess
any non-entity assets.

B. Basis of Presentation

The financial statements were prepared to report the financial
position and results of operations at the AFRH. The Balance
Sheet presents the financial position of the agency. The State-
ment of Net Cost presents the agency’s operating results; the
Statement of Changes in Net Position displays the changes

in the agency’s equity accounts. The Statement of Budget-
ary Resources presents the sources, status, and uses of the
agency’s resources and follows the rules for the Budget of
the United States Government.

The statements are a requirement of the Chief Financial
Officers Act of 1990, the Government Management Reform
Act of 1994 and the Accountability of Tax Dollars Act of 2002.
They have been prepared from, and are fully supported by,
the books and records of the AFRH in accordance with the
hierarchy of accounting principles generally accepted in the
United States of America, standards issued by the Federal
Accounting Standards Advisory Board (FASAB), Office of
Management and Budget (OMB) Circular A-136, Financial
Reporting Requirements, as amended, and the AFRH ac-
counting policies which are summarized in this note. These

12/

statements, with the exception of the Statement of Budgetary
Resources, are different from financial management reports,
which are also prepared pursuant to OMB directives that

are used to monitor and control the AFRH use of budgetary
resources. The financial statements and associated notes are
presented on a comparative basis. Unless specified otherwise,
all amounts are presented in dollars.

C. Basis of Accounting

Transactions are recorded on both an accrual accounting

basis and a budgetary basis. Under the accrual method,
revenues are recognized when earned, and expenses are
recognized when a liability is incurred, without regard to receipt
or payment of cash. Budgetary accounting facilitates compli-
ance with legal requirements on the use of Federal funds.

D. Revenues & Other Financing Sources

Exchange Revenue

Exchange Revenues are inflows of resources to a government
entity that the entity has earned. Exchange revenue is derived
from the rendering of services, the sale of resources, and the
use by others of entity assets yielding interest or dividends.

The AFRH’s exchange revenue consists primarily of resident
fees, rental income, leases and sales, meal tickets, and inter-
est earned on Treasury securities. Revenue from resident fees
is recognized when services are provided and is invested for
future funding requirements.

Non-Exchange Revenue

Non-Exchange revenues are inflows of resources the
government demands or receives by donation. Such revenue
is recognized when a specifically identifiable, legally enforce-
able claim to resources arises, to the extent that the collection
is probable and the amount is reasonably estimated.

The AFRH’s non-exchange revenue consists of military fines
and forfeitures, monthly payroll withholdings from enlisted
military personnel, bequests, and donations. Non-exchange
revenue is recognized when collected.

Financing Sources

The AFRH receives the majority of funding needed to support
operations and capital expenditures from the Trust Fund. The
Trust Fund is financed by military fines and forfeitures, monthly
payroll deductions from eligible enlisted military personnel
and Warrant Officers, resident fees, sales and leases, interest
earned on Treasury securities, and donations.

Congress enacts annual, multi-year, and no-year appropria-
tions to be used, within statutory limits, for operating, capital
and grant expenditures. Additional amounts are obtained
from service fees and reimbursements from other government
entities and the public.
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Appropriations are recognized as a financing source
when expended. Revenues from service fees associated with
reimbursable agreements are recognized concurrently with
the recognition of accrued expenditures for performing the
services.

The AFRH recognizes as an imputed financing source
the amount of accrued pension and post-retirement benefit
expenses for current employees paid on our behalf by the
Office of Personnel Management (OPM).

E. Fund Balance with Treasury

Fund Balance with Treasury is the aggregate amount of the
AFRH funds with Treasury in expenditure, receipt, and depos-
it fund accounts. Appropriated funds recorded in expenditure
accounts are available to pay current liabilities and finance
authorized purchases.

The AFRH does not maintain bank accounts of its own,
has no disbursing authority, and does not maintain cash held
outside of Treasury. Treasury disburses funds for the agency
on demand.

F. Investment in U.S. Government Securities

Trust Fund balances may only be invested in interest bear-
ing debt securities issued by the Bureau of the Fiscal Service.
These securities are market based Treasury securities issued
without statutorily determined interest rates and consist of
Treasury bills and notes.

The AFRH classifies these investments as held-to-maturity
at the time of purchase. The investments are stated at acqui-
sition cost plus or minus any premium or discount. Premiums
and discounts are amortized over the life of the Treasury se-
curity using the interest method. The AFRH’s intent is to hold
the investments to maturity, unless securities are needed to
sustain operations. No provision is made for realized gains or
losses on these securities due to the fact that they are held-
to-maturity. Interest is received semi-annually on the held-to-
maturity investments. This interest is accrued monthly until it
is received.

The AFRH may, from time to time, hold an investment in a
one-day certificate issued by the Bureau of the Fiscal Service.
The interest earned on the certificate is reinvested in the
certificate on a daily basis. These investments are classified
as trading securities. See Note 3 for additional information.

G. Accounts Receivable

Accounts receivable consists of amounts owed to the AFRH
by other Federal agencies and the general public. Amounts
due from Federal agencies are considered fully collectible.
Accounts receivable from the public include reimbursements
from employees.

An allowance for uncollectible accounts receivable from the
public is established when, based upon a review of outstand-
ing accounts and the failure of all collection efforts, manage-
ment determines that collection is unlikely to occur consider-
ing the debtor’s ability to pay.

H. Property, Equipment, and Software

The AFRH owns the land and buildings in which both homes
operate. The majority of the property, equipment and soft-
ware is used to provide residential and health care to mem-
bers and is valued at cost. EQuipment purchased, transferred,
or donated with an acquisition cost greater than or equal

to $50,000 per unit is capitalized. Routine maintenance is
expensed when incurred. Construction costs are capitalized
as construction-in-progress until the asset is completed then
transferred to the appropriate property account. Deprecia-
tion expense is recognized on property, equipment and
software with the exception of construction-in-progress. De-
preciation is recognized using the straight-line method over
the assets’ useful lives. Other equipment is expensed when
purchased. Most AFRH heritage assets are multi-use facili-
ties and are classified as general property, equipment and
software. The useful lives used when recording depreciation
on property, equipment and software

are as follows:

Description Useful Life (yrs)
Improvements to Land 10-20

Buildings and Improvements 20-50
Equipment 5-10

I. Advances and Prepaid Charges

Advance payments are generally prohibited by law. There
are some exceptions, such as reimbursable agreements,
subscriptions and payments to contractors and employees.
Payments made in advance of the receipt of goods and
services are recorded as advances or prepaid charges at the
time of prepayment and recognized as expenses when the
related goods and services are received.

J. Liabilities

Liabilities represent the amount of funds likely to be paid
by the AFRH as a result of transactions or events that have
already occurred.

The AFRH reports its liabilities under two categories,
Intragovernmental and With the Public. Intragovernmental
liabilities represent funds owed to another government
agency. Liabilities with the Public represent funds owed to
any entity or person that is not a federal agency, including
private sector firms and federal employees. Each of these
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categories may include liabilities that are covered by budgetary
resources and liabilities not covered by budgetary resources.
Liabilities covered by budgetary resources are liabilities funded
by a current appropriation or other funding source. These con-
sist of accounts payable and accrued payroll and benefits. Ac-
counts payable represent amounts owed to another entity for
goods ordered and received and for services rendered except
for employees. Accrued payroll and benefits represent payroll
costs earned by employees during the fiscal year which are not
paid until the next fiscal year.

Liabilities not covered by budgetary resources are liabilities
that are not funded by any current appropriation or other fund-
ing source. These liabilities consist of accrued annual leave and
actuarial FECA.

K. Annual, Sick, and Other Leave

Annual leave is accrued as it is earned, and the accrual is
reduced as leave is taken. The balance in the accrued leave
account is adjusted to reflect current pay rates. Liabilities
associated with other types of vested leave, including compen-
satory, restored leave, and sick leave in certain circumstances,
are accrued at year-end, based on latest pay rates and unused
hours of leave. Funding will be obtained from future financing
sources to the extent that current or prior year appropriations
are not available to fund annual and other types of vested leave
earned but not taken. Nonvested leave is expensed when used.
Any liability for sick leave that is accrued but not taken by a
Civil Service Retirement System (CSRS)-covered employee

is transferred to the Office of Personnel Management (OPM)
upon the retirement of that individual. Credit is given for sick
leave balances in the computation of annuities upon the retire-
ment of Federal Employees Retirement System (FERS)-covered
employees effective at 50% beginning FY 2012 and 100% in
2014.

L. Accrued and Actuarial Workers’ Compensation

The Federal Employees’ Compensation Act (FECA) admin-
istered by the U.S. Department of Labor (DOL) addresses all
claims brought by the AFRH employees for on-the-job injuries.
The DOL bills each agency annually as its claims are paid, but
payment of these bills is deferred for two years to allow for
funding through the budget process. Similarly, employees that
the AFRH terminates without cause may receive unemploy-
ment compensation benefits under the unemployment
insurance program also administered by the DOL, which bills
each agency quarterly for paid claims.

Future appropriations will be used for the reimbursement
to DOL. The liability consists of (1) the net present value of
estimated future payments calculated by the DOL and (2) the
unreimbursed cost paid by DOL for compensation to recipients
under the FECA.
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M. Retirement Plans

The AFRH employees participate in either the CSRS or the
FERS. The employees who participate in CSRS are beneficiaries
of AFRH matching contributions, equal to seven percent of pay,
distributed to their annuity account in the Civil Service Retire-
ment and Disability Fund.

Prior to December 31, 1983, all employees were covered
under the CSRS program. From January 1, 1984 through
December 31, 1986, employees had the option of remaining
under CSRS or joining FERS and Social Security. Employees
hired as of January 1, 1987 are automatically covered by the
FERS program. Both CSRS and FERS employees may par-
ticipate in the entity or person that is not Thrift Savings Plan
(TSP). FERS employees receive an automatic agency contribu-
tion equal to one percent of pay and the AFRH matches any
employee contribution up to an additional four percent of pay.
For FERS participants, the AFRH also contributes the employ-
er’s matching share of Social Security.

FERS employees and certain CSRS reinstatement employees
are eligible to participate in the Social Security program after
retirement. In these instances, the AFRH remits the employer’s
share of the required contribution.

The AFRH recognizes the imputed cost of pension and
other retirement benefits during the employees’ active years
of service. OPM actuaries determine pension cost factors by
calculating the value of pension benefits expected to be paid in
the future and communicate these factors to AFRH for current
period expense reporting. OPM also provides information
regarding the full cost of health and life insurance benefits.
AFRH recognized the offsetting revenue as imputed financing
sources to the extent these expenses will be paid by OPM.

AFRH does not report on its financial statements informa-
tion pertaining to the retirement plans covering its employees.
Reporting amounts such as plan assets, accumulated plan
benefits, and related unfunded liabilities, if any, is the responsi-
bility of the OPM, as the administrator.

N. Other Post-Employment Benefits

AFRH employees eligible to participate in the Federal Employ-
ees’ Health Benefits Plan (FEHBP) and the Federal Employees’
Group Life Insurance Program (FEGLIP) may continue to par-
ticipate in these programs after their retirement. The OPM has
provided the AFRH with certain cost factors that estimate the
true cost of providing the post-retirement benefit to current
employees. The AFRH recognizes a current cost for these and
Other Retirement Benefits (ORB) at the time the employee’s
services are rendered. The ORB expense is financed by OPM,
and offset by the AFRH through the recognition of an imputed
financing source.
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O. Use of Estimates

The preparation of the accompanying financial statements in
accordance with generally accepted accounting principles
requires management to make certain estimates and assump-
tions that affect the reported amounts of assets, liabilities,
revenues, and expenses. Actual results could differ from those
estimates.

nized by the receiving entity for costs that are paid by other
entities. AFRH recognized imputed costs and financing sources
in fiscal years 2013 and 2012 to the extent directed by account-
ing standards.

Q. Reclassification

NOTES TO THE AUDITED FINANCIAL STATEMENTS «contp)

NOTE 3. INVESTMENTS

Investments as of September 30, 2013 consist of the following:

Amortized

Amortization (Premium)
Method Discount

Market
Interest Investments Value
Receivable Net Disclosure

Certain fiscal year 2012 balances have been reclassified,

P. Imputed Costs / Financing Sources

retitled, or combined with other financial statement line
Federal Government entities often receive goods and services items for consistency with the current year presentation.
from other Federal Government entities without reimbursing

the providing entity for all the related costs. In addition, Federal

Government entities also incur costs that are paid in total or in

part by other entities. An imputed financing source is recog-

NOTE 2. FUND BALANCE WITH TREASURY

Fund balance with Treasury account balances as of September 30, 2013 and 2012 were as follows:

FUND BALANCES:

Trust Funds $ 3,541,350 $ 17,836,404
Investments 66,296,115 112,674,756
Less: Accrued Interest and Unamortized (963,986) (1,042,279)
Total $ 68,873,479 $ 129,468,881
Status of Fund Balance with Treasury:
Unobligated Balance
Available $ 17,136,577 $ 33,800,963
Unavailable 35,368,752 29,136,297
Obligated Balance Not Yet Disbursed 16,368,150 66,531,621
Total $ 68,873,479 $ 129,468,881

available for upward adjustments of obligations incurred
only during the period for which the appropriation was
available for obligation or for paying claims attributable
to the appropriations.

The obligated balance not yet disbursed includes
accounts payable, accrued expenses, and undelivered
orders that have reduced unexpended appropriations
but have not yet decreased the fund balance on hand.
(Also see Note 15.)

No discrepancies exist between the Fund Balance
reflected on the Balance Sheet and the balances in the
Treasury accounts.

The available unobligated fund balances represent
the current-period amount available for obligation or
commitment. At the start of the next fiscal year, this
amount will become part of the unavailable balance as
described in the following paragraph.

The unavailable unobligated fund balances represent
the amount of appropriations for which the period of
availability for obligation has expired. These balances are

Intragovernmental Securities:

Marketable $ 65,338,335 Interest $

$ 65,338,335 $

119,501 $ 838,279 $ 66,296,115 $ 70,443,619

119,501 $ 838,279 $ 66,296,115 $ 70,443,619

Investments as of September 30, 2012 consist of the following:

Amortized Market

Amortization (Premium) Interest
Method Discount

Intragovernmental Securities:

Marketable $ 111,638,684 Interest $

Total $ 111,638,684 $

Non-marketable, market-based securities are Treasury
notes and bills issued to governmental accounts that
are not traded on any securities exchange, but mirror
the prices of marketable securities with similar terms.
Investment maturity dates for fiscal years 2013 and 2012
range from July 1, 2013 and May 15, 2014 to May 15, 2016
respectively, and interest rates for the same fiscal years
range from .020 percent and 4.750 percent to 5.125
percent, respectively.

The Federal Government does not set aside assets to
pay future benefits or other expenditures associated
with dedicated collections. The cash receipts collected
from the public for a dedicated collection fund are
deposited in the U.S. Treasury, which uses the cash for
general Government purposes. Treasury securities are
issued to the Agency name as evidence of its receipts.
Treasury securities are an asset to the Agency name and
a liability to the U.S. Treasury. Because the Agency name
and the U.S. Treasury are both parts of the Government,
these assets and liabilities offset each other from the
standpoint of the Government as a whole. For this
reason, they do not represent an asset or a liability in
the U.S. Government-wide financial statements.

Investments Value
Receivable Net Disclosure

197605 $ 838,467 $ 112,674,756 $ 118,868,218

197,605 $ 838,467 $ 112,674,756 $ 118,868,218

Treasury securities provide the Agency name with
authority to draw upon the U.S. Treasury to make future
benefit payments or other expenditures. When the
Agency name requires redemption of these securities
to make expenditures, the Government finances those
expenditures out of accumulated cash balances, by
raising taxes or other receipts, by borrowing from the
public or repaying less debt, or by curtailing other
expenditures. This is the same way that the Government
finances all other expenditures.

“We partner with
area programs
to showcase
our veterans’
amazing art.”

—Lori Thompson
(Art Specialist,
AFRH-W) |




PERFORMANCE & ACCOUNTABILITY REPORT | FY 2013

NOTE 4. ACCOUNTS RECEIVABLE

Accounts receivable balances as of September 30, 2013 and 2012 were as follows:

Intragovernmental:
Accounts Receivable 1,453,563 $ 1,520,495
Total Intragovernmental Accounts Receivable 1,453,563 1,520,495

With the Public:

Accounts Receivable $ 508,656 $ 249,362
Total Public Accounts Receivable $ 508,656 $ 249,362
Total Accounts Receivable $ 1,962,219 $ 1,769,857

The Intragovernmental accounts receivable is primarily made up of fines and forfeitures from the Army, Air Force,
Navy, Marine Corps, and Coast Guard. Accounts receivable from the public is primarily made up of resident fees due
from residents of the home.

Historical experience has indicated that the majority of the receivables are collectible. There are no material
uncollectible accounts as of September 30, 2013 and 2012.

NOTE 5. PROPERTY, EQUIPMENT, AND SOFTWARE
Schedule of Property, Equipment, and Software as of September 30, 2013

Accumulated

Amortization/

Major Class Acquisition Cost Depreciation Net Book Value
Building $ 481,470,134 $ 149,006,221 $ 332,463,913
Land and Improvements 11,006,566 10,523,845 482,721
Furniture & Equipment 11,664,813 5,532,011 6,132,802
Construction-in-Progress 25,747,833 - 25,747,833

Total $ 529,889,346 $ 165,062,077 $ 364,827,269

Schedule of Property, Equipment, and Software as of September 30, 2012

Accumulated

Amortization/

Major Class Acquisition Cost Depreciation Net Book Value
Building $ 390,168,413 $ 139,525,552 $ 250,642,861
Land and Improvements 11,006,567 10,481,142 525,425
Furniture & Equipment 11,664,814 4,567,148 7,097,666
Construction-in-Progress 81,508,527 - 81,508,527

494,348,321 154,573,842 339,774,479

NOTES TO THE AUDITED FINANCIAL STATEMENTS «contp)

NOTE 6. LIABILITIES NOT COVERED BY BUDGETARY RESOURCES

The liabilities for AFRH as of September 30, 2013 and 2012 include liabilities not covered by budgetary resources.
Congressional action is needed before budgetary resources can be provided. Although future appropriations to fund
these liabilities are likely and anticipated, it is not certain that appropriations will be enacted to fund these liabilities.

2013 2012
Intragovernmental - FECA 1,460,526 $ 1,636,446

Unfunded Leave 1,212,690 $ 1,319.304
Actuarial FECA 7,943,494 8,453,239
Total Liabilities Not Covered by Budgetary Resources 10,616,710 11,408,989
Total Liabilities Covered by Budgetary Resources 1,868,110 $ 18,399,501
Total Liabilities $ 12,484,820 $ 29,808,490

FECA and the Unemployment Insurance liabilities represent the unfunded liability for actual workers compensation
claims and unemployment benefits paid on AFRH behalf and payable to the DOL. AFRH also records an actuarial
liability for future workers compensation claims based on the liability to benefits paid (LBP) ratio provided

by DOL and multiplied by the average of benefits paid over three years.

Unfunded leave represents a liability for earned leave and is reduced when leave is taken. The balance in the accrued
annual leave account is reviewed quarterly and adjusted as needed to accurately reflect the liability at current pay
rates and leave balances. Accrued annual leave is paid from future funding sources and, accordingly, is reflected as
a liability not covered by budgetary resources. Sick and other leave is expensed as taken.

NOTE 7. ACTUARIAL FECA LIABILITY

FECA provides income and medical cost protection to covered Federal civilian employees harmed on the job or who
have contracted an occupational disease and beneficiaries of employees whose death is attributable to a job-related
injury or occupational disease. Claims incurred for benefits under FECA for AFRH employees are administered by the
DOL and ultimately paid by AFRH when funding becomes available.

AFRH bases its estimate for FECA actuarial liability on the DOL’s FECA model. The DOL method of determining
the liability uses historical benefits payment patterns for a specific incurred period to predict the ultimate payments
for the period. Based on the information provided by the DOL, AFRH’s liability as of June 30, 2013 and 2012, was $7.9
million and $8.4 million, respectively.

Wildlife abounds all across our wooded
Washington campus, as captured here on
film by one resident, Marvin E. Miles.
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NOTES TO THE AUDITED FINANCIAL STATEMENTS (contp)
NOTE 10. DEDICATED COLLECTIONS

NOTE 8. OTHER LIABILITIES
AFRH has dedicated collections that fall into the following categories: Capital Fund, Hurricane Katrina Fund, and the

Operations & Maintenance Fund. Governed by limitations determined annually by the U.S. Congress, the Trust Fund is
used to finance operating expenses as well as capital expenditures of the AFRH on an annual and no year basis, while

Other liabilities account balances as of September 30, 2013 were as follows:

Current Non Current Total the Hurricane Katrina monies were appropriated on an emergency basis to cover necessary expenses related to the
Intragovernmental: conseguences of Hurricane Katrina until expended.
FECA Liability $ 159,670 $ 1.300.856 $ 1460.526 Transactpns are recorded on an accrual accounting pa5|s and a_bu_d_g_etary l?a5|s. Under.the accrual method,_ revenues
are recognized when earned and expenses are recognized when liabilities are incurred, without regard to receipt or
Payroll Taxes Payable 116,894 - 116,894 payment of cash. Budgetary accounting measures the appropriations and consumption of budget authority and other
Total Intragovernmental Other Liabilities $ 276,564 1,300,856 1,577,420 budgetary resources and facilitates compliance with legal constraints and controls over use of Federal funds.
) ) Schedule of Dedicated Collections as of September 30, 2013
With the Public:
Payroll Taxes Payable $ 16,232 $ - $ 16,232 Operations & Total
Earthquake Hurricane Maintenance Dedicated
Accrued Funded Payroll and Leave 369,534 - 369,534 Capital Fund Fund Katrina Fund Fund Collections
Unfunded Leave 1,212,690 - 1,212,690 Balance Sheet
Other 22,544 - 22,544 Assets
L Ll ee OLLEL e $ ILERL - EERD0S Fund Balance with Treasury $ (34,464,564) 138,764 70,740 $ 37796410 $ 3,541,350
Investments - - - 66,296,115 66,296,115
Other liabilities account balances as of September 30, 2012 were as follows: Accounts Receivable ) ) ) 1,962,219 1,962,219
Property, Equipment, and Software 134,921,352 14,497,476 215,408,441 - 364,827,269
Current Non Current Total
Intragovernmental: Total Assets $ 100,456,789 14,636,240 215,479,181 $ 106,054,743 $436,626,953
FECA Liability $ 118,036 1,518,410 1,636,446 LIABILITIES AND NET POSITION
Payroll Taxes Payable 270,588 ) 270,588 Accounts Payable $ (17,400) (70,419) - 1,430,725 $ 1,342,906
Total Intragovernmental Other Liabilities $ 388,624 1,518,410 1,907,034 Other ) ) ) 141,914 11,141,914
. . Cumulative Results of Operations 100,474,189 14,706,659 215,479,181 93,482,104 424142133
With the Public:
Payroll Taxes Payable $ 42,201 42,201 Total Liabilities and Net Position $ 100,456,789 14,636,240 215,479,181 $ 106,054,743 $436,626,953
Accrued Funded Payroll and Leave 931,460 - 931,460 DL AN A
Unfunded Leave 1,319,304 ) 1.319.304 Program Costs $ 3,784,557 - 4119,014 $ 64,542,544 $ 72,446,115
Custodial Liability 37,981 ) 37,981 Less: Earned Revenues - - - (15,074,335) (15,074,335)
Total Public Other Liabilities $ 2,330,946 . 2,330,946 Net Program Costs 3,784,557 - 4,119,014 49,468,209 57,371,780
} Net Cost of Operations $ 3,784,557 - 4,119,014 $ 49,468,209 $ 57,371,780
Statement of Changes in Net Position
NOTE 9. LEASES Net Position Beginning of Period $ 18,937,255 $ (14,630,000) 227,190,014 $ 210,749,737 $ 442,247,006
AFRH leases several of its buildings for use as office space as well as parking areas associated with those buildings.
All leases as of September 30, 2013 are month to month. Net Cost of Operations (3,784,557) ] (4119,014)  (49,468,209)  (57,371,780)
Taxes and Other Nonexchange Revenue - - - 37,677,053 37,677,053
Other Revenue - - - 1,589,854 1,589,854
Changes in Net Position (3,784,557) - (4,119,014) (10,201,301 (18,104,873)
Net Position End of Period $ 15,152,698 $(14,630,000) $ 223,071,000 $200,548,436 $ 424,142,133
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NOTES TO THE AUDITED FINANCIAL STATEMENTS «contp)

NOTE 10. DEDICATED COLLECTIONS
Schedule of Dedicated Collections as of September 30, 2012

NOTE 11. INTRAGOVERNMENTAL COSTS AND EXCHANGE REVENUE

Intragovernmental costs and revenue represent exchange transactions between AFRH and other Federal government
entities and are in contrast to those with non-Federal entities (the public). Such costs and revenue are summarized as

: follows:
Operations & Total
Earthquake Hurricane Maintenance Dedicated 2013 2012
Capital Fund Fund Katrina Fund Fund Collections
Program: Embrace Resident-centered Care
Balance Sheet Intragovernmental Costs 8,901,546 9,028,815
Assets Public Costs 45,302,637 48,001,461
Fund Balance with Treasury $ (43,217,085) 13,323,316 $ 726,795 $ 47,003,378 $ 17,836,404 Total Program Costs 54,204,183 57,030,276
Investments - - - 12,674,756 12,674,756 Intragovernmental Earned Revenue (1,634,914) (2,196,106)
Accounts Receivable - - - 1,769,857 1,769,857 Public Earned Revenue (9,643,703) (9,260,502)
Property, Equipment, and Software 105,874,019 13,000,000 - 220,900,460 339,774,479 Net Program Costs 42,925,566 45,573,668
Total Assets $ 62,656,934 $ 26,323,316 $ 726,795 $382,348,451 $472,055,496 Program: Maintain Exceptional Stewardship
LIABILITIES AND NET POSITION Intragovernmental Costs 2,340,196 2,373,654
Accounts Payable $ 502,594 1,693,316 $ S $ 4921361 $  17117.271 gllelle Conis Nt R
Total Program Costs 14,250,151 14,993,124
Other - - - 12,691,219 12,691,219
Intragovernmental Earned Revenue (429,815) (577,357)
Cumulative Results of Operations 62,154,340 14,630,000 726,795 364,735,871 442,247,006 ]
Public Earned Revenue (2,535,307) (2,434,564)
Total Liabilities and Net Position $ 62,656,934 $ 26,323,316 $ 726,795 $382,348,451 $472,055,496 Net Program Costs 11,285,029 11,981,209
Statement of Net Cost
Program: Promote Staff-centered Environment
Program Costs $ 5,074,389 14,630,000 $ - $ 56,518912 $ 76,223,303 Intragovernmental Costs 365,047 370,468
Less: Earned Revenues - - - (15,312,225) (15,312,225) PUbICIeeEE 1,858,849 1,969,587
Net Cost of Operations $ 5,074,389 $ 14,630,000 $ - $ 41,206,687 $ 60,911,078 Intragovernmental Earned Revenue (67,083) (90,110)
Statement of Changes in Net Position Public Earned Revenue (395,699) (379,975)
Net Position Beginning of Period $ 67,228,729 - $ 227190,014 $150,599,836 $ 445,018,579 Net Program Costs 1,761,314 1,869,970
Program: Leverage External Stakeholders
Net Cost of Operations (5,074,389)  (14,630,000) - (41206,687)  (60,911,078) Intragovernmental Costs 290,293 294,444
Taxes and Other Nonexchange Revenue - - - 56,478,125 56,478,125 Public Costs 1,477,392 1,565,405
Other Revenue ) ) ) 1.661.380 1661.380 Total Program Costs 1,767,685 1,859,849
: - Intragovernmental Earned Revenue (53,317) (71,618)
Changes in Net Position (5,074,389) (14,630,000) - 16,932,818 (2,771,573)
Public Earned Revenue (314,497) (302,000)
Net Position End of Period 62,154,340 14,630,000 227,190,014 $167,532,654 $442,247,006
$ 3¢ ) $ $ $ Net Program Costs 1,399,871 1,486,231
Total Intragovernmental Costs 11,897,281 12,067,381
Total Public Costs 60,548,834 64,155,923
Total Costs 72,446,115 76,223,304
Total Intragovernmental Earned Revenue (2,185,129) (2,935,184)
Total Public Earned Revenue (12,889,205) (12,377,041)
Total Net Costs 57,371,780 60,911,078
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NOTE 12. IMPUTED FINANCING SOURCES

AFRH recognizes as imputed financing the amount of accrued pension and post-retirement benefit expenses for
current staff. The assets and liabilities associated with such benefits are the responsibility of the administering agency,
OPM. For the nine months ended September 30, 2013 and 2012, respectively, imputed financing was as follows:

1,589,854 $ 1,661,380
1,589,854 $

Office of Personnel Management $

Total Imputed Financing Sources $ 1,661,380

NOTE 13. BUDGETARY RESOURCE COMPARISONS TO THE BUDGET OF THE UNITED STATES GOVERNMENT

The President’s Budget that will include fiscal year 2013 actual budgetary execution information has not yet been
published. The President’s Budget is scheduled for publication in February 2014 and can be found at the Web site:
http:/www.whitehouse.gov/omb/. The 2013 Budget of the United States Government, with the “Actual”’ column

completed for 2012, has been reconciled to the Statement of Budgetary Resources and there were no material
differences.

NOTE 14. APPORTIONMENT CATEGORIES OF OBLIGATIONS INCURRED

Obligations incurred and reported in the Statement of Budgetary Resources in 2013 and 2012 consisted of the following:

Direct Obligations, Category A $ 62,531,720 $ 65,444,019
Direct Obligations, Category B 4,489,597 19,362,055
Direct Obligations, Category C - 14,630,000

67,021,317 99,436,074

Total Obligations Incurred

Category A apportionments distribute budgetary resources by fiscal quarters.

Category B apportionments typically distribute budgetary resources by activities, projects, objects or a combination
of these categories.

Category C apportionments may be used to apportion funds into future fiscal years.

NOTES TO THE AUDITED FINANCIAL STATEMENTS «contp)

NOTE 15. UNDELIVERED ORDERS AT THE END OF THE PERIOD

For the fiscal years ended September 30, 2013 and 2012, budgetary resources obligated for undelivered orders

amounted to $14,522,586 and $48,170,100, respectively.

NOTE 16. RECONCILIATION OF NET COST OF OPERATIONS TO BUDGET

AFRH has reconciled its budgetary obligations and non-budgetary resources available to its net cost of operations.

RESOURCES USED TO FINANCE ACTIVITIES:

Budgetary Resources Obligated

Obligations Incurred $ 67,021,317 $ 99,436,074
Spending Authority From Offsetting Collections and Recoveries (3,964,294) (7187,512)
Offsetting Receipts 16,642,628 (27,330,935)
Net Obligations 79,699,651 64,917,627
Other Resources
Imputed Financing From Costs Absorbed By Others 1,589,854 1,661,380
Other Resources 341,968 =
Net Other Resources Used to Finance Activities 1,931,822 1,661,380
Total Resources Used to Finance Activities 81,631,473 66,579,007

Resources Used to Finance Items Not Part of the Net Cost of Operations (34,975,828) (16,792,302)

Total Resources Used to Finance the Net Cost of Operations 46,655,645 49,786,705
Components of the Net Cost of Operations That Will Not Require or
Generate Resources in the Current Period: 10,716,135 11,124,373

Net Cost of Operations 57,371,780 60,911,078

James Pulliam (Navy, AFRH-G) catches up on American history and current events in the Library.
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Federal agencies are required to classify and report
heritage assets in accordance with the requirements of

SFFAS No. 29, “Heritage Assets and Stewardship Land.”

Heritage assets are property, plant, and equipment
that possess one or more of the following
characteristics: historical or natural significance;
cultural, educational, or aesthetic value; or significant
architectural characteristics.

Since the cost of heritage assets is usually not
determinable, AFRH does not place a value on them or
establish minimum value thresholds for designation of
property, plant, and equipment as heritage assets.
Additionally, the useful lives of heritage assets are not
reasonably estimable for depreciable purposes. The

most relevant information about heritage assets is their

existence, so they are qualified in terms of physical units.

The AFRH has four buildings and structures that are
designated as National Historic Landmarks.

In accordance with SFFAS No. 29, heritage assets
that are used in day-to-day government operations
are considered “multi-use” heritage assets that are not
used for heritage purposes. Such assets are accounted
for as general property, plant, and equipment and are
capitalized and depreciated in the same manner as
other general property, plant, and equipment. The AFRH
has three buildings and structures that are considered
to be "multi-use” heritage assets.

Armed Forces Retirement Home Required Supplementary
Information Intragovernmental Transactions As of September 30, 2013

Intragovernmental Assets

Fund Balance Accounts
Agency with Treasury Investments Receivable Total
Treasury $ 3,541,350 $ 66,296,115 $ - $ 69,837,465
Air Force = = 472,183 472,183
Army - - 954,221 954,221
United States Coast Guard = = 27159 27159

$

Intragovernmental Liabilities

3,541,350 $ 66,296,115 $ 1,453,563 $ 71,291,028

Agency

Treasury General Fund $

Accounts

Payable and Payroll

Accruals Taxes
- 9% 116,893 $ - $ 116,893
- - 1,460,527 1,460,527

Department of Labor

Total

- $ 116,893 $ 1,460,527 $ 1,577,420

“Time flies when you have fun.
And we have fun here.”
—Andy Lemstra (Army, AFRH-G)

Andy was born and raised in Holland when it was German-occupied from 1940 to 1945.
In 1957, he came to the US, and within six months he was required to register for the
draft. He ultimately served 20 years in the Army and later worked for Greyhound.

At the AFRH-G, Andy enjoys gardening in the raised plots that residents take turns

using through a lottery system. “Our partner, the Mississippi Renaissance Garden Foun-

PARTNERING

dation, helps us a great deal with the beautification of our gardens.” Andy has planted
broccoli, tomatoes, and habanera peppers. He eats his vegetables raw in his room

where he makes a light ranch dipping sauce.

&

Volunteering in the library is another pastime of Andy’s. He also enjoys watching
Holland soccer games on the computer and TV. “I have a subscription to get every
game that’s played in the league.” Andy further honors his Dutch heritage with visits

to Holland to see family once or twice a year.




