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A MES SAGE FROM THE
SECRETARY OF THE TREASURY

I am pleased to present the fiscal year 1999 Financial Report of the United States
Government. The Report includes audited financial statements that cover the
Executive Branch, as well as parts of the Legislative and Judicial branches of U.S.
Government. The Administration initiated the development of this financial report in
order to create what we believe is a practical management tool for policy-makers and
a source of useful information for the public about the assets, liabilities, and
operations of the government.

This report is another significant milestone in our efforts, begun in 1994, to account
for the financial activities of the U.S. Government in a timely and professional manner.
Developing the capability for the government to produce financial reports in

accordance with generally accepted accounting principles is an enormous task.

I am also pleased to report that the standards developed by the Federal Accounting
Standards Advisory Board (FASAB) are now recognized by the American Institute of
Certified Public Accountants as being generally accepted accounting principles
(GAAP) for the Federal Government. This is a major accomplishment. It will enhance
the acceptabilit{]of our reports and will add to the level of financial professionalism
throughout the U.S. Government.

Significant progress continues to be made in the area of financial management. More
agencies are completing their financial statements on time and the quality of the data
continues to improve. The successful Year 2000 remediation process has resulted in
better systems and we have established, through the Joint Financial Management
Improvement Program, a government-wide financial software certification process
that is beginning to ensure that commercial systems meet the government’s needs.

Despite this progress, we have much yet to achieve. A great deal of additional effort
will be necessary to fully implement an entirely new and reliable system of reporting

on the operations of the U.S. Government. The audit report from the General
Accounting Office (GAO) discusses many significant areas in which the reliability of
the current financial statements need to be improved before the GAO will be able to

render an opinion on these statements.

We are committed to producing and reporting financial information that meets the

highest standards of integrity, and to provide to the American people the
accountability and professionalism they expect from their government.

LM . /W

Law rence H. Sum mers
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Fiscal 1999 Financial Report
of the United States Government

Management’s Discussion and Analysi
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No other en tity in the world
comparesin size, scope and
complexityto the U.S. Gov ern-
ment. A civilian Federal
workforce of nearly two mil lion
individualsservesadi verse Na-
tion of more than 270 mil lion
Americans. TheFederal Gov-
ernment is the larg est land owner
in the world. Its bud geted spend-
ing for fis cal 1999 was $1.7 tril-
lion.

To ful fill its con sti tu tional
mandates, the U.S. Government

under takes a wide vari ety of pro-
grams to:

TR

“No other entity
in the world compares
in size, scope and complexity
to the U.S. Government . ..”

* Main tain strong, ready * Supportthetransportation
and mod ernmil i tary system.

forces. + Helpeconomically dis-

« Providecriticalinterna- tressed ur ban and ru ral com-
tional lead er ship. munities.

+» Assist States and localities
inprovidingessentialeduca
tion and training.

* Contributetoenergy se-
curity.

* Protecttheenvironment. « Promote health care

» Boost agricul tural pro- » Fosterincomesecurity.
ductivity. + Providebene fits and ser
* Facilitate com merce and  Vicestoveterans.
supporthousing. * Administerjustice.

S

The Budget

and Economy

Through the bud get pro cess, the Pres i dent and Con gress de-
cide how much to spend and tax in any one fis cal year. The Fed-
eral bud get, of course, is not the only bud get that af fects the
economy orthe Americanpeople. The bud gets of State and local
governments haveanimpactas well. Fed eral Government
spend ing was a lit tle less than 19 per cent of the gross do mes tic
prod uct (or GDP, which mea sures the size of the econ omy) in
1999, the low est since 1966.
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Continued Improvement in Fiscal Performance .

L s g 0 e
—

A T
B

Seven years ago, the Fed eral bud-
getdeficithad ex ploded. Itdominated
the Gov ernment’s abil ity to make pol
icyandimposedaninsidiousburden
on our econ omy. In 1992, the $290
billiondeficit wasthelargestin
Americanhistoryand was projected
tocontinue spiral ing up ward with out
restraint. Theeconomy suffered, in.
ter estrates were high and job cre ation
stalled. Cap i tal that should have been
used forproductiveinvestmentsto
createnew jobs was used to finance
the Government’smassivedefi
cit-drivenborrowing.

In 1993, the Om ni bus Bud get Rec-
onciliation Act wassigned. Itsdeficit
reduction plan was tocutthe deficitin
half as a per cent age of the econ omy
in 5 years. That goal was met in only 3
years. The 1997 Bal anced Bud get Act
proposedtoeliminatethe Fed eral def
icit by fis cal 2002. In fact, it reached
its goal 4 years ahead of sched ule,
producing the first budgetsurplus
($69billion)inagenerationin 1998.

We can now look back with pride at
our progress and ahead with con fi
dence as we con sider the suc cess of
our fiscaldisciplineandtheopportu-
nity to build upon it. To day we have
lower in ter est rates, a higher level of
investment and unprecedented pros-
per ity. Our econ omy has added more
than 20 mil lion new jobs. The un em-
ployment rate is the lowestin 30
years; the wel fare rolls are down by
more than 50 per cent since 1993; the
corein fla tionrate is the low estin 35
years; and more Amer i cans own their
homes than at any time in our his tory.
Strong eco nomic growth and pas sage
ofdeficitreductionprogramsplaced
the bud getonits path to ward sur plus.

The fis cal dis ci pline we have demr
onstrated, combined with a
fast-growingeconomy andrising
stockmarket,contributed to another
uni fied Fed eral bud get sur plus in fis-
cal 1999 of $124 bil lion. That was
$55 billion above the sur plus in fis cal
1998. The surplusrelative toGDP
amounted to 1.4 per cent in 1999, the
highest suchratioin al most 50 years.
Fed eral debt held by the pub lic was
re duced by more than $85 bil lion in
fis cal 1999 and by a to tal of al most
$140 bil lion over the last 2 years.

(Inbibns of dihrs)

Unified Federal Budget Surpluses and Deficits
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Fig ures for fis cal 2000-2010 are pro jected. (Fis cal 2001 Bud get)

“Today we have lower interest rates, a
higher level of investment and
unprecedented prosperity. ”

These were the first re duc tions in
pub licly held debt since 1969 and the
larg est debt re duc tions in his tory.

Re ceipts in creased by about 6 per-
cent in fis cal 1999 to $1,827 bil lion.
This was slower growth than the 9
per cent in crease in fis cal 1998. The
slow down mainly re flected a de cline
in net cor porate tax re ceipts, the first
since 1990, due in part to weak ness in
overseaseconomies, whichdamp-
ened profits of U.S. ex porters. Indi
vid ual in come and pay roll tax re
ceipts also grew more slowly in 1999
but still posted a siz able 6.5 per cent
increase.

Growth of out lays was held to just
over 3 percentin fiscal 1999, rising to
$1,703 bil lion. The in crease was in
line with the gain in 1998. Out lays in
relationto GDP were the small est
since 1974, dip ping to an 18.7 per cent
share from 19.1 per cent in fis cal
1998.

Pushing out lays down was a drop
of $13 bil lion in net in ter est pay
ments, re flect ing the shrink ing size of
the Fed eral debt and the re place ment
of older debt with new debt at lower

interestrates. Medicare pay ments
alsofell modestly over the fis cal year.

Spending in creased for most other
major Federal Governmentfunctions,
includ ing de fense (up 2.4 percent af-
ter a small de cline in 1998) and So cial
Security (up about 3 percent in fiscal
1999). The larg est per cent age gain by
far among the ma jor spend ing cate go-
ries was for farm price sup ports, re
flectinglargeoutlaysofthe Commod-
ity Credit Cor poration in the wake of
depressedagricultural prices.

Accordingto the Fis cal Year 2001
Bud get, the to tal uni fied bud get sur-
pluses are pro jected to in crease each
year through out the fore casthori zon
to2010. The Ad min is tra tion is com-
mit ted to us ing the bulk of the sur
pluses to strengthen and mod ern ize
the Social Se curity and Medicare pro-
grams;in vestinkey priorities that
willex tend the eco nomic ex pansion,
such ased uca tion; and pay down the
publicly held debt. Under Ad minis-
trationproposals, the current $3.6 trik
lion of debt held by the pub lic is pro
jected to be com pletely elim i nated on
a net ba sis by 2013.
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Fiscal 1999 was one of ac cel er at-
ing eco nomic growth. The ex pan-
sionen tered its ninth year and
moved closer to a new re cord length.
Real GDP grew by 4.3 percent
across the four quar ters of fis cal
1999, which en com passes the fourth
quarter of cal endar 1998 through the
third quar ter of cal en dar 1999. This
was faster than growth over the pre -
vious fis cal year and higher than the
average throughouttheexpansion-
ary period.

Growth was led by strong gains in
productivity. After trendingup atan
average annualrate of about 1.5 per-
cent from 1974 to 1995, av er age in-
creases inlabor produc tiv ity ac cel-
erated by more than a full
per cent age point to 2.7 per cent over
the past 4 fis cal years. In 1999, pro-
ductivity growthpickedupeven
more, to 3.1 per cent over the four
quar ters of the fis cal year. This is an
unusuallyfavorableperformanceat
this stage of an ex pan sion when pro-
ductivity growthtypically slows
down from its ear lier pace. Partly, it
reflectsthe capitaldeepeningthathas
oc curred in re cent years due to rapid
gainsinbusinessinvestment,and
partly, it may re flectim prove ments
inproductionderivingfrominforma-
tiontech nol ogy. The faster rate of
growth of produc tivity has increased
overall economic growth and stan-
dardsofliving,allowing theunem-
ploy ment rate to fall with outa
buildup of inflationary pressures.

Growth in consumerspending and
busi ness in vest ment in cap i tal equip-
ment and soft ware was very rapid in
fis cal 1999. Real con sumer pur chases
acceleratedto more than S per cent
over the year to post the fast est rate of
increase in 14 years. Higher spend ing
was fueled byrisingem ploy mentand
in comes and higher net worths pri-
mar ily due to the ris ing stock mar ket.
Pri vate in vest ment in equip ment and
soft ware, which in creased at dou-
ble-digit rates over the past 7 years,
alsoaccelerated infiscal 1999 andre-
corded its best year of the ex pan sion,
ris ing by 14.5 percent. Falling prices
for com put ers and other high-tech

Growth of Real GDP

Per cent age change of the four quar ters of each fis cal year.
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“The expansion entered its ninth
year and moved closer to a new
record length.”

goods due to im prove ments in qual ity
andprocessingcapacity contributed
to the rapid growth inreal in vest ment.
A wideningforeigntradedeficitcon
tinuedto offsetstrength in other sec-
tors of the econ omy in fis cal 1999, al-
though the drag on real GDP
di min ished over the year as ex ports
picked up due to some firm ing in
overseaseconomies.

Labormarketsre mained strongin
fis cal 1999. The un em ploy ment rate
drifted down from 4.5 per cent at the
start of the year to 4.2 per cent by the
end of fis cal 1999, and dipped even
lower in the first quar ter of fis cal
2000. These read ings were the low est
in al most three de cades. The share of
the work ing-age pop ulation with jobs
reached a re cord high, and long-term
unemployment fell. The econ omy
added 2.7 mil lion jobs in the fis cal
year, just a bit less than an nual gains
in the prior 2 fiscalyears.

Therate of inflationincreased in
fis cal 1999 due to higher oil prices,

butunderlyinginflationarypressures
re mained in check even with strong

eco nomic growth and low un em ploy-
ment. The accelerationin productiv-
ity growth to more than 3 per cent

helped to hold down costs. The Con-
sumer Price In dex (CPI) rose by 2.6

percentover the fis cal year com pared

with only 1.4 per cent in fis cal 1998

whenoil prices fell. Excludingenergy
and food, how ever, growth in con-
sumer prices slowed to 2.1 per cent in

fis cal 1999 from 2.4 per cent in fis cal

1998.

-The Federal Reserve raised
short-term inter estrates inthesecond
half of the fis cal year and again in fis-
cal 2000. These ac tions more than re-
versed ear lier eas ing moves that had
been un der taken in 1998 to deal with
temporary financial turmoil bothhere
and abroad. In rais ing rates, the Fed-
eral Re serve cited con cerns that con-
tin ued faster growth in eco nomic de-
mand than in po ten tial sup ply could
fosterinflationaryimbalances.
Long-terminterestratesmoved
higher over the course of the fis cal
year,damp ening some what the very
strong growth in hous ing.
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Improving Financial Management of the Federal Government

i
s

For the first 200 years of the U.S.
Government’sexistence,itdidnot
publish consolidatedfinancialreports
other thanonabud getary basis. Much
prog ress has been made in the area of
financial manage mentoverthe 3
years since the ini tial audited Con sol
idated Finan cial Re port ofthe United
StatesGovernment. Agencies are pro-
ducing better re cords and better fi-
nan cial state ments. The Year 2000
(Y2K) pro cess has re sulted in better
systems,and the JointFinancial Man-
agementImprovementProgram
(JFMIP )certificationprocesshas
forced many ven dors to pro duce sys-
tems that more di rectly meet Gov ern-
mentrequirements. Nonetheless, we
have more to achieve.

Historically,effectivemanage ment
of the U.S. Governmenthas been
ham pered by a lack of re li able fi nan-
cialinformation. Tohelpim prove the
integrity offinancialinformation, in
1990 the Of fice of Man age ment and
Bud get (OMB), the De part ment of
the Trea sury (Trea sury) and the Gen-
eral Accounting Of fice (GAO) estab.
lished the Fed eral Ac count ing Stan-
dards Ad visory Board (FASAB) to
developaccountingstandards for the
U.S. Government. The work of

“Much progress
has been made
in the area
of financial
management ... ”

F ASAB aug ments the ef forts of the
JEMIP to strengthen over all Fed eral
financial management.

Thestandards de velopedby the
FASAB are now rec og nized by the
AmericanlInstituteof Certified Public
Ac countants (AICPA) as be ing gen-
erallyacceptedaccountingprinciples
(GAAP) for the Fed eral Gov ern ment.
This is ama jor ac com plish ment. It
will en hance the ac cept abil ity of our
re ports and will add to the level of fi-
nancialprofessionalismthroughout
the U.S. Government.

Working to is sue agency finan cial
reportsconsis tent with GAAP and to

obtain clean audit opin ions, the Ad
ministrationiscommittedtoimprov-

ingthereliability of Federal financial
information. Achieving an unquali-
fied opinion on the fi nan cial state-
ments of Fed eral agen cies and the
U.S. Gov ern ment is a first step. Un-
quali fied opin ions lead to the de vel-
op ment of better finan cial in for ma-
tion which, when provided to
man age ment, will pro vide the ba sis
forproducingbetterdecisions.
Agencies and the Gov ern ment as a
whole must con tinue to work to im-
ple mentsystemsthatre port financial
and pro gram in for ma tion quickly and
re li ably, and then must use that in for -
ma tion in the stew ard ship of the Na -
tion’s re sources.

TheaccompanyingFinancialRe-
port is required by 31 U.S.C.
331(e)(1) and con sists of the Man-
agement’sDiscussionand Analysis
(MD&A), State mentof Op erations
and Changes in Net Po si tion, State -
ment of Net Cost, Bal ance Sheet,
StewardshipInformation, Notesto
the Financial State ments and Sup ple -
mental Information. Eachsectionis
pre ceded by a de scrip tion of its con.-
tents. :

Basis of Accounting and Reporting Entity

Accbhnting
Standards

Theaccompanyingfinancialstate.
ments generally wereprepared
based on GA APstandardsde vel oped
by FASAB.Therecentrecognition
of Federal accounting standards by
the AICPA as GAAP en hances their

acceptability. Thesestandards form
the foun da tion for pre par ing con sis
tent and mean ing ful fi nan cial state
ments both forindi vidual Fed eral
agenciesandthe Governmentas a
whole.

“The recent recognition of Federal

accounting standards by the AICPA as
GAAP enhances their acceptability...”

GAAP for the Fed eral Govern
ment is tai lored to the U.S. Gov ern-
ment’suniquecharacteristicsand
spe cial needs. For ex am ple, land not
usedinU.S.Governmentoperations
(stew ard ship land), weapon systems
and sup port prop erty used in the per-
formance of military missions, and
ves sels held as part of the Na tional
Defense Re serve Fleet (national de-

fense as sets) are re ported in the
StewardshipInformationsection
rather than valued onthe Bal ance
Sheet. The Government’sre spon si-
bilitiesand policy com mitments are
much broader than the re ported Bal-
ance Sheetliabil ities. Theyinclude

the social insur ance pro grams dis-
closed inthe Stew ard ship In for ma-

tion section, as well as a wide range
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Accounting
Standards, cont.

of other pro grams un der which the
Governmentprovidesbenefitsand
ser vices to the peo ple of this Nation.
Stan dards that were implemented
in fis cal 1999 at the Governmentwide
levelre quirere porting of an nual Fed -
eral ex penses for stew ard shipin vest-
ments. These also are ex am ples of
stan dards tai lored to the spe cial char -

acteristicsofthe U.S. Government.

Suchinvest mentsinclude:

* Non-Federal phys i cal prop

erty; the Fed eral in vest ment in
prop er ties owned by State and
lo cal gov ern ments (e.g., high-

ways and air ports).

* Humancapital;investments
ined ucationand train ing pro-
grams fi nanced by the U.S.
Government forthebenefit of
the pub lic.

* Researchanddevelopment;
the U.S. Gov ern ment’s in vest

ments in ba sic and ap plied
researchandde velop ment.

The an nual ex pense re lated to these
in vest ments in cluded in the State.
ment of Net Cost is sep a rately re-
ported in the Stew ard ship In for ma-
tion sec tion.

Anew accounting standard, which
be came ef fec tive for fis cal 1999, re-
quires that de ferred main te nance be
presentedasrequired supplementary
information.Reportingdeferred
maintenancehighlightsthereality
that it is an ex pected cost, which has
not been paid.

B e,

g

Accrual Basis

ﬂ,
2
—

the U.S. Governmentare pre-
pared based on GAAP that re-

accounting. Undertheaccrual
basis, transac tionsarere ported
when the events giv ing rise to

These financial state ments of

quires us ing the ac crual ba sis of

thetrans ac tions oc cur, rather

than when cash isre ceived or
paid (cash basis). In con trast,
Federalbud getaryreportingis
generallyonthecashbasisin
ac cor dance with ac cepted bud
getcon cepts.

The mostsignificantdif fer-
ence be tween these two bases
in volves the tim ing of rec og ni
tion and mea sure mentofreve
nues and costs. Forex am ple,
GAAPrequiresrecognitionof

liabilitiesforcostsrelatedtoen-

vironmental cleanup when the
eventsre quiringsuch costs oc-

cur. By con trast, cur rent bud get
conceptsrec ognize such costs

later, at the time pay ment is

made. The ef fects of these dif-
ferencesarereflectedinthe
Reconciliation of the Ex cess of
Revenue Over Net Cost to the
Unified Bud get Sur plus, in the
Supplemental Informationsec-
tion of this Fi nan cial Re port.

cw g
e o Ko

s N

i

Coverage

The fi nan cial state ments cover the ex ec u tive branch, as well as parts of
theleg is la tive and ju di cial branches of the U.S. Gov ern ment. A list of the
significantentitiesincludedinthese financial state mentsisinthe Ap pen-
dix. Infor ma tion from the leg is lative and judi cial branches is lim ited be-
causethoseentities are not re quired by law to sub mitcom pre hen sive fi nan-
cialstatement informationto Treasury. Duetoitsinde pend ence, the Fed eral
Reserve Systemisex cluded. Inad di tion, Gov ern ment-sponsored but pri-
vately owned en ter prises (such as Fed eral Home Loan Banks and the Fed-
eral National Mort gage As sociation) are ex cluded.

Financial
Results

Theexcessofrevenueovernet
costfigure (accrualbasis)contained
in these fi nan cial state ments for fis-
cal 19991is $76.9 bil lion. In fis cal

1999, there was a uni fied bud get sur-
plus (primarily on the cash ba sis) of
$124.4 bil lion. The pri mary com pa
nents of the dif ference that have been
identified are principal pay ments of
pre-credit re form loans, $32.4 bil-
lion;decreasesintheliability for
veterancompensationandburial
benefits, $94.9 bil lion; decreasesin
the liabilityformilitary employee
benefits,$31.1billion;increasesin

theliability forcivilianemployee
ben e fits, $41.6 bil lion; in creases in

environmentalliabilities, $88.7bikt

lion; and, increasesincapitalized
fixed assets, $41.5 bil lion. For more

informationonthe detailedreconcit

iation,seetheReconciliationofthe
Ex cess of Rev e nue Over Net Cost to
the Unified Bud get Sur plus in the
SupplementalInformationsection.
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Revenue and Expensé/ Summary

Lad

Revenue

Non-exchangerevenueisanin flow
" of re sources to the Gov ern ment that

the Governmentde mandsorreceives

by do na tions. The in flows that it de-
mands in clude taxes, du ties, fines and
penalties. Non-exchangerevenueis
the U.S.Government’s primary

source of revenue and totaled

$1,822.4 bil lion in 1999. More than

95 per cent of this to tal came from tax

receipts, withthere maindercoming

from cus toms du ties and other mis -
cellaneousreceipts.

Earned revenuesareinflowsofre-
sources that arise from ex change
trans ac tions; forex am ple, when the
U.S. Gov ern ment sells goods or ser-
vices to the pub lic. Dur ing 1999, the
U.S. Gov ern ment earned $192.6 bil -
lioninex changerevenue. Of these
revenues,$182.1billionisoffset
against the gross cost of the re lated
func tionsto arrive atthe function’s
net cost. The U.S. Gov ern ment also
earned $10.5 bil lion that was not off -
set against the cost of any func tion

(e.g.,royaltiesonthe Outer Continen.
tal Shelf lands).

Expenses by Function

The netcostof U.S. Gov ern ment
operations was $1,756.0bil lion for
1999. Net cost rep re sents the gross
costofoperationslessattributable
earned revenues. The State ment of
Net Cost re flects the cost in curred
tocarry outthe national priorities
identi fied by the Pres i dent and the
Congress. The functions and
subfunctions used to ac cu mu late
costsassociated withthenational
prioritiesareidentifiedinthePresi-
dent’s bud get and de scribed inde-
tailinthe Supple mentalInforma-
tionsec tion of this Fi nan cial
Report.Theaccompanyingchart
pres ents the per centage of the net
costof U.S. Governmentoperations
repre sented by each of the U.S.
Government’smajor functions.

Components of Revenue
by Major Source

Individual income
tax and tax
withholdings

9.6% Exchange
revenu

9.0% Comporate
income tax

3.5% Excise tax

2.1% Miscellaneous

1.4% E,ﬁtate and
gift tax

1.3% Unemployment
tax

0.9% Customs duties

De tail may not add
to to tals due to round ing.

Net Cost by Major Function

23.5%

13.1%
6.4%

5.4%

Human
resources

National
defense

Interest

Other
functions

Physical
resources

De tail may not add to to tals due to round ing.
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Assets

Asset and Liability Summary

The as sets of the U.S. Government
are the re sources avail able to pay li a-
. ] bilitiesortosatisfyfutureservice
Major Categories . needs. The ac com pany ing chartde-
of Assets picts the majorcategoriesofreported

as sets as of Sep tem ber 30, 1999, as a

percentageofreported total as sets. De-

tailed in for ma tion about the com po-
" nentsofthese as setcate gories can be
found in the Notes to the Fi nan cial

Statements.

The as sets pre sented on the Bal ance
Sheetare nota com pre hen sive listof
Federalresources. Forexam ple, the
U.S. Gov ern ment’s most im por tant fi-
nan cial re source, its abil ity to tax and
regulatecommerce,cannotbequanti
fied and is not re flected. Nat u ral re-
sources, stewardshipland(national
parks, for ests and graz ing lands), na-
tional de fense as sets and heri tage as-
sets are otherex am ples of re sources
that are not in cluded in the $883.0 bil-
lion of Fed eral as sets re ported on the
Bal ance Sheet at the end of fis cal 1999.
Ascanbeseen, sig nificantassets of the
De tail may not add to to tals due to round ing. Fed eral Governmentare notre flected
' : on the Bal ance Sheet.

33.8% Property, plant and equipment
20.8% Loans receivable
19.6% Inventories and related property

13.0% Cash and other monetary assets
6.1% Other

4.0% Accounts receivable
2.6% Taxes receivable

Major Categories of Liabilities Liabilities
At the end of fis cal 1999, the U.S.
Governmentreportedliabilitiesof
$6,909.2billion. Theseliabilitiesare
probableand measur able fu ture out
flows of re sources aris ing out of past

4.5% transactions or events. The larg est
componentoftheseliabilities
2.4% ($3,631.6billion) isrepre sented by

Federaldebtsecuritiesheldbythe

0,

11%,/2 public.Thq nextlargestcom ponent

0' 5% ($2,600.7 bil lion) re lates to pen sion,

’ dis abil ity and health care costs for

ederal %abt held Federalcivilianandmilitaryem-

ploy ees as well as for vet er ans. In

37.6% Federal employee and cluded in this com ponentis a De part

veterans benefits ment of Veteran Affairsprogram

4.5% gnwron ental and whereby veter ans or their de pend

isposal labl ities . . S
entsreceivecompensationbenefitsif
2.4% Other liabilities the vet eran was dis abled or died
1.2%  Accounts payable from militaryservice-connected
1.1% Benefits due and payable causes. Changes in the as sump tions
0.5% Loan guarantee liabilities forthisactuarialliabilityresultedin
aliability decreaseof $94.9 billion.
De tail may not add to to tals due to round ing. Anotherliability, which willlikely

requiresubstantialfuturebudgetary
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resourcestoliquidate,isrelatedto environmental  Theaccompanyingchartpresentsthe percentageofte
cleanupcostsassociatedwithenvironmentaldam- talFederalliabilitiesrepresented by eachofthecate go-
age/contamination. Asof Septem ber 30, 1999, thecostof riesofliabilitiesre ported onthe Bal ance Sheet. Ad di-
cleaningupenvironmentaldamage/contamination tionaldetails aboutthe U.S. Government’sre ported
across Gov ern ment pro grams wases timatedtobe $313.2 liabilitiescan be found in the Notes to the Fi nan cial

bil lion, an in crease of $88.7 bil lion from 1998.

Statements.

Long-term Budgetary Outlook

Thelongertermeconomic and
bud getoutlookisfavorable—even
more so than only a few years ago.
With prudent fis cal policy, the bud-
getcould re main in sur plus for many
decades.The Administrationpro
jects bud get sur pluses in 2000 and
throughoutthecustomary 10-year
bud get window. How ever, such pro-
jectionsareinherentlyuncertain,
be cause, while prudent fis cal policy
can safe guard our hard-earned pros-
perity, sotoo canreck less choices

dis sipate the benefitsofthe bud get
disciplinethatisresponsibleforour
ongoingsuccess.

There are foreseeablechallenges
thatwillthreatenbud getary stabil ity
in the 21* cen tury. In less than 10
years, the “baby-boomers”—the
large generationbornbetween 1946
and 1964—willbecomeeli gible for
earlyretirementunder Social Secu
rity. In the space of two de cades, the
el derly’s share of the U.S. pop ula-
tion will jump from around 13 per-

centto 21 percent. Thisde mo-
graphic bulge will put pres sure on
the Federal budget through
Medicare and Social Security. Fis.
caldiscipline—payingdownthe
debtandreducingoreliminatingin-
terestpayments—improvesthe
long-runbud getbal ance. Additional
reformssuchasthe Administration
proposals de scribed be low, will be
needed to strengthen So cial Se cu-
rity and Medicare. Ad di tional in for-
mationonreceiptand outlay es ti-
mates can be found in the Cur rent
Services Assess mentinthe Stew-
ardshipInformationsectionofthis
Financial Report.

Financial

B2
s

Condition of the Me

. f o

dicare Trust Funds

o, I o

Two trust funds have been es tab lished to fi nance the

The 1999 Trustees’ An nual Re port pro jects that the

Medicare pro gram. The Medicare Part A Hos pi tal In sur-
ance Trust Fund is fi nanced by a 2.9 per cent tax on wages

and sal aries re quired to be paid equally by em ploy ees and
em ploy ers. The Medicare Part B Sup ple men tary Med i cal
In sur ance Trust Fund re ceives pre mium pay ments on be-
halfofMedicarebeneficiaries who haveelected coverage.
The Bal anced Bud get Act of 1997 pro vides that the
Medicare Part B pre mium is set at a level that will cover
25 per cent of pro gram costs. The re main der of the pro-
gram cost is funded by con gres sio nal ap pro pri ations.

Medicare Part A Trust Fund’s as sets will be de pleted by
2015 usingintermediateor “bestestimate” as sumptions.

The Ad min is tra tion has pro posed changes that will ex tend
that date by at least a de cade to at least 2025. Ad di tional
in for ma tion about the Medicare pro gram can be found in
the Stew ard ship In formationsec tionof this Financial Re

port. At the time this re port was pre pared, the 2000
Trustees’ Annual re port was sched uled to be re leased on
March 30, 2000. It’s re vised es ti mates will dif fer from

those re ported the pre vi ous year, which have been in
cluded in this Fi nan cial Re port.

Financial Condition of the Social Secdrity Trust Funds

Two trust funds have been es tab-
lished by law to fi nance the So cial
Se curity pro gram (OASDI): Fed eral
Old-Age and SurvivorsInsurance
(OASI)andFederal Disabil ity Insur-

ance (DI). OASI paysre tire ment and
sur vi vorsben e fits and DI pays bene-
fits after a worker be comes dis abled.

OASDIrevenuesconsistprimarily

of taxes on earn ings that are paid by
employ ees, theirem ploy ers and the
self-employed. OASDI also re ceives
rev e nue from tax a tion of some So-
cial Securitybenefits.Revenuesthat

are not needed to pay cur rent ben e-
fitsoradministrative expensesare
investedin Treasury securitiesto

earn in ter est for the trust funds. The

Board of Trustees of the OASI and
DI Trust Funds pro vides the Pres i-
dent and the Congress with
short-range (10 years) and
long-range (75 years) actuarial es ti-

mates of each trust fund. Be cause of
theinherentuncertaintyinestimates
for as long as 75 years into the fu-

ture, the Social Security Trustees
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use three al ter native sets of eca
nomic anddemographicassumptions
to show arange of pos sibil i ties. Most
analystsuse the Trustees’ inter me di
ate or “best es ti mate” set of as sump-
tions to eval u ate the fi nancial condi
tion of the So cial Se cu rity pro gram.

Undercurrentlegislationandusing
intermediate assumptions, the
Trustees es ti mated in their 1999 re-
port, re leased on March 30, 1999, that
by 2014 cash dis burse ments for the
programs will exceedcashreceipts
and by 2034 the com bined trust fund
assets, primarilyin vestmentsin Trea.
sury securities, will be ex hausted.
With no change in the pro gram, in
2014 the trust funds are ex pected to
be gin us ing in ter est on their in vest
ments to cover the cash short fall and
to pay ben e fits. Starting in 2022, they

“The Administration
has proposed plans
that would extend the
life of the trust funds
to at least 2050 ...”

would be ginre deem ing their in vest
mentsinTreasurysecuritiesto
pro vide the needed fund ing. In 2034,
trust fund as sets would be ex hausted;
atthattime, ded icatedtax revenues
would be suf fi cient to pay only ap-
proximately 71 percentofthebenefits
due. At the time this re port was pre-
pared, the Trustees’ An nual Re port
was sched uled to be re leased on

March 30,2000. Its re vised es ti mates
will dif fer from those re ported the
pre vi ous year, which have been in
cluded in this Fi nan cial Re port.

The Administration has proposed
plans that would ex tend the life of the
trust funds to at least 2050, and in
tends to work with Con gress on a bi-
partisanbasistoenactlong-term So.
cial Security sol vency andre form.
Acting sooner rather than later to ad
dress the long-term financingneeds
of the pro gram will make the re
quired changes less se vere and dis
rup tive and en sure that So cial Se cu-
rity works as well for future
generations as ithas for pastgenera
tions. Additional informationabout
the So cial Se curity pro gram can be
found in the Stew ard ship Information
sectionofthis Financial Re port.

Improving Government Management Overall

Inadditiontoimprovingfinancial
manage ment, the Fed eral Govern
ment has inre cent years de voted
substantialeffortstoimproving
otherareasof manage ment. These
ef fortsarees tab lished and re ported
annually by OMB as Pri or ity Man.
agement Objectives (PMOs).Coor-
dinated,sustainedandintensive
managementinitiativeshavebeen
de signedto ad dress the is sues in the
accompanyingtext.

Real progress has been made to
improveprogramimplementation
and ex e cu tion through out the Gov-
ern ment, on both a Governmentwide
and agency-specific basis. Forex am-
ple:

Man aging the Year 2000 (Y2K)
computerproblem . The Ad minis tra-
tion’s first and fore most man age-
mentob jective wastoresolve the
Y2K com puter prob lem. Y2K posed
thesin glelarg esttech nol ogy man
agementchallenge in his tory. The
FederalGovernment’stransition
through the date change was, be yond
all expectations,remarkablytrouble
free.

Modernizing studentaiddelivery.
Sig nif i cant prog ress was made mod-

ernizingstudentaidbenefitdelivery

“Coordinated, sustained and intensive
management initiatives have been designed
to address the issues ... ”

byex pandingelectronicaccessto
benefitsandser vices andre forming
contracting,systemsdevelopment,
and pro gram over sight prac tices.
The new per for mance-based or gant
zation, cre ated in 1998, hired a chief
operatingofficer,assessedcustomer
needs, de vel oped asys tems mod ermr
izationblue print,issueda5-year
performanceplanandreorganized
the staff into three ser vice-oriented
chan nels for stu dents, schools and i
nancialinstitutions. :

Reengineeringthenaturalization
processandreducingthecitizenship
applicationbacklog.The De part
ment of Jus tice’s Im mi gra tion and
NaturalizationService (INS)rede
signeditsnaturalization processto
streamlineandautomateoperations,
and simul taneously re duced aback
log of more than 1.8 mil lion ap pli ca-
tions for citizen ship. In 1999, INS re-

duced the back log by more than
500,000 ap pli ca tions, and the av er
ageprocessingtimebetweenap pli-
cationandnaturalizationofquali-
fiedcandidates hasbeenre duced
from 27 months in 1998 to 12
months in 1999. INS ex pects per for
mance to im prove fur ther.

Improving man age ment of the de-
cennialcensus. The Bureau of the
Cen sus in the De part ment of Comr
merce en sured thatthe nec es sary
sup portstruc ture—whichincludes
opening datacap ture cen ters, re-
gional cen sus of fices and lo cal cenr
sus of fices; print ing forms; es tab
lishingatele phonequestionnaire
assistanceprogram;printinglan-
guage as sistance guides; andre cruit-
ingandtrainingtemporary census
workers—wasestablishedand
tested and ready for op er a tion.
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Priority Management Objectives

Strengthening
Governmentwide Management

Use per formance in for mation toim prove pro gram
man age ment and make better bud get de ci sions.

Improve financialmanagement information.

Usecapital plan ning and in vest ment con trol to better manage
informationtechnology.

Pro vide for com putersecurity and protectcritical in formation
infrastructure.

Strengthenstatistical programs.
Implementacquisitionreforms.

Implementelectronic Governmentinitiatives.

Better man age Fed eral financial portfolios.

Align Fed eral hu man re sources to sup port agency goals.
Ver ify that the right per son is get ting the right ben e fit.
Stream line and sim plify Fed eral grant man age ment.

CapitalizeonFederalenergyefficiency.

Improving Program Implementation

13.
14.

15.

16.
17.
18.

19.
20.

21.
22.
23.
24.

Modernizestudentaiddelivery.

Improve the Depart mentof Energy’s (DOE’s) program
and contractmanage ment.

Strengthen the Health Care Financing Ad minis tration’s
(HCFA’s)managementcapacity.

Im ple ment Housing and Hu man De vel op ment (HUD) re form.

Reformmanagementof Indian Trust Funds.

ImplementFederal Aviation Administration(FAA)
managementreforms.

Imple mentInter nal Revenue Ser vice (IRS) re forms.

Stream linethe Social Security Administration’s(SSA’s)
disabilityclaims process.

Revolutionize Departmentof De fense (DOD) business affairs.

Man age risks in build ing the In ter na tional Space Sta tion.
Improve securityatdiplomatic facilitiesaround the world.

Reengineer the naturalizationprocessandreduce
thecitizenshipapplicationbacklog.

5

NN
Gy B

“Controls
‘and Legal
Compliance

TheFederal Government
facesdauntingproblems in
modernizingits financialman.
agementsystems. Changing
tech nol ogy, as well as chang-
ing in for ma tion needs, are oc.
curring sorapidly thattech nok
ogy advances in today’s
systemsbecomeobsolete with
identificationofnewdataand
systemsrequirements. The
cornerstoneofsound financial
management, as well as
performance mea sure ment, is
ac curate, timely and use ful in.
for ma tion. Many Fed eral fi
nancial sys tems are sim ply
un ableto pro vide the dan
needed to man age pro grams
and make good de ci sions. The
Government needs to up grade
and re place many of its fi nan-
cial manage mentsys tems.

The Fed eral Finan cial Man-
agementImprovementAct
(FFMIA) pointed out that the
development of fi nan cial man-
age ment systems thatsup port
GAAP willim prove Fed eral
financialmanagement.Im-
prove mentin financial sys
tems de pends upon: (1) an en-
vironmentin which finan cial
managementsystemscan be
suc cess fully planned, de vel
oped, operated and main
tained; (2) Governmentwide
sys temsrequire ments thatsup-
portinformationstandards;
and (3) the avail abil ity of sys-
tems that meet the Gov ern-
mentwidesystemsrequire
mentsarticulatedin FFMIA.
FFMIA sup ports and com ple-
ments the Chief Fi nan cial Of-
fi cers (CFO) Act, the Gov ern-
ment Performance and
Re sults Act, and the Gov ern-
mentManagementReform
Act.Itestablishesinstatute
certainfinancialmanagement
systemre quire ments thatare
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Controls and Compliance

T

, cont.

s

alreadyestablishedbytheexecutive
branch. Spe cifically, Fed eral sys
tems must com ply with Fed eral Fi-
nancialManagementSystemsre
quirements,Federal Accounting
Standards and the Stan dard Gen eral
Led ger, at the trans ac tion level.

The CFO Council, OMB, Trea-
sury, the Joint Fi nan cial Man age
ment Improvement Program
(JFEMIP) and Fed eral agencies are
all workingtoimple mentcritical
improvementstoFederalfinancial
managementsystemsinsixareas:
(1)planningandinvestment;(2)
Governmentwide and agency fi nan-

cialmanagementsystemsinfra-
struc tures; (3) comprehensivedata
requirements; (4)comprehensive
func tional re quire ments; (5) in dus
try part ner ships; and (6) sys tems de
ploy ment.

This past year, JFMIP im ple-
mented a pro gram of com pre hen-
sive test ing of ven dor core sys tems
todeterminecompliance with
JEMIP stan dards. Nine sys tems in
volving seven ven dors have passed
the rig or ous tests. Only those sys
tems cer ti fied by JFMIP as com pli-
ant may be pur chased by pro gram
agen cies as of Oc tober 1, 1999.

Numerousstronginternal con-
trolsexistover Fed eral as sets.
Thesecontrolsincludetheexis-
tence of a statu tory bud get and cen-
tralized cashman age ment,debtand
disbursement func tions. In ad di-
tion, Treasury’sFinancialManage-
ment Ser vice (FMS) pub lishes the
“Monthly Trea sury State mentof
Re ceipts and Out lays of the United
States Government” (MTS), asum-
mary state ment pre pared from
agencyaccountingreports. The

MTS pres ents the re ceipts, out lays,
resultingbud getsurplusordeficit,

and Fed eral debt for the month and

the fis cal year-to-date and com-
pares those fig ures to the same pe-

riod in the pre vi ous year.

Financial Manag’emehyt”éhallenge*s

GAO hasre ported that se ri ous fi-
nancialmanagementimprove ment
challengesface the U.S. Government.
The central chal lenge to producing
reliable,useful andtimelydata
through out the year and at yearend is
overhaulingfinancialandrelated
managementinformationsystems.
Agencies also must ad dress prob lems
with fundamentalrecordkeeping,in-
completedocumentationand weak
internal controls be foretheirsys tems
canproducereliableinformationon
anongoingbasis.

Audits of agency fi nan cial state-
ments dis close de fi cien cies thatim:
pede com pli ance with GAAP and, ac-
cordingly, improved financial
manage ment. Asaresult,despite
prog ress over the past year, GAO
again was un able toren der anopinion
on the reliability of the
Governmentwide financialstate-
ments. The fol low ing ex hibit illus-
trates agency progress to ward un-
qualifiedauditopinionsontheir
fi nan cial state ments. (Au dits for all of
the 24 ma jor agen cies were not re-
quired un til fis cal 1996.)

In 1996, only six agen cies were
abletoobtaincleanopinions.In 1999,
13 (and ul ti mately per haps as many as
15)agenciesreceivedcleanopinions

“While efforts
have been
substantial and -
there has been
real progress,
the task
isextremely
large . ..”

and 4 oth ers re ceived qual i fied opin
ions. This leaves only five agen cies
with dis claimed opinions, acondition
where the au di tors are un able to ren
deranopinion, generally be cause of
deficiencies in the ac count ing re-
cords. How ever, in a few cases, agen
cies could not pre pare their fi nan cial
state ments in time for the au dits to be
completed within the March 1
timeframe. A total of seven agencies
made some im prove ment in their au
dit opinions and four more than last
year submit ted their state ments by the
due date. While ef forts have been
sub stan tial and there has been real
prog ress, the task is ex tremely large
and has been ham pered by Y2K work

receivingthe bulk of sys temsre-
sources in 1999. Ad di tional prog ress
is ex pected in 2000.

While prog ress has been made, re-
centau dits dis closed that major agen-
cies con tinue to have se ri ous short-
comingsinfinancialmanagement
reporting and sys tems that pre clude
theirfinancialreports from be ing au-
dited and re ceivingunqualified opin-
ions. These agen cies must sat is fac to-
rily ad dress these prob lems inor der
toreceive anunqual i fied opinionon
their fi nan cial state ments and for the
U.S. Governmenttoreceive anun-
qualifiedopiniononitsfinancial
state ments.

Withre spect to intragovernmental
trans ac tions, the chal lenge per tains to
identifyingandeliminatingtransac-
tions be tween agen cies. The au dits of
the U.S.Government’sfinancial
state ments for fis cal 1997 through
1999 dis closed that agen cies could
noteffectivelyidentifytransactions
with other agen cies so they could be
elim i nated for Governmentwide re-
porting. If these trans ac tions are not
properly elim i nated, to tal U.S. Gov-
ernmentassets, liabilities,revenues
and ex penses will be mis stated by the
amount of these trans ac tions.
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CFO Act Agency Audit Opinions
on Financial Statements
Challenges, |
,< Agency | 1996 1997 1998 1999
cont.
USDA
L Commerce
Duringfis cal 1999, Trea sury corr
tinued to focus on resolving DOD
intragovernmental trans actionis Education
sues. For fiduciarybal ances totaling
over $2 tril lion in volv ing the Bureau DOE
of the Pub lic Debt and the Fed eral HHS
Financing Bank, virtually all of the
accountingdifferences have been HUD
explained so that these transactions DOI 9
can be elim i nated. Prog ress also has -
beenmadere gard ing intragovern- DOJ
mental buyingandsellingtransac- DOL
tionsbyusingare visedelimination
meth odology, but work re mains to State ?
be done in this area.
T . . DOT
reasury continues to assistagen
ciesinreconcil ingtheirfund bal ance Treasury
amount with the amount re ported by
Trea sury. Dur ing this past year, Trea- VA I [ I | | | | “ “J I
suryissued policystatementsand AID
guide lines forac com plishing the
reconciliation.Reconciliationisan EPA ” I I I I ”IIHI
ongoingaccounting function,and FEMA
agencieshavemadesignificant
stridestoinstitutionalizetheprocess. GSA
NASA
Unqualified NRC
opinions NSF
Qualified OPM
opinions SBA
Opiniondisclaimers SSA
9 Agencies that have Total
: not yet filed. un qual i fied 6 11 12 13

< Additional
Information

Additional details about the in for mationcontained inthese financial
state ments can be found in the fi nan cial state ments of the in di vid ual
agencies listed inthe Ap pendix. Inad dition, related U.S. Gov ern ment
publi cations such as the “Bud get of the United States Gov ern ment,” the
“Treasury Bul le tin,” the “Monthly Trea sury State ment of Re ceipts and
Out lays of the United States Gov ern ment,” the “Monthly State ment of
the Pub lic Debt of the United States,” and the Trustee’s re ports for the So-
cial Se curity and Medicare pro grams may be of in ter est.
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March 28, 2000

The President
The President of the Senate
The Speaker of the House of Representatives

Implementation of important legislative reforms remains underway to promote greater
accountability in managing the finances of our national government. These reforms
include requirements for annual audited financial statements for 24 major departments
and agencies as well as preparation of the financial statements of the U.S. government,
which GAO is required to audit. The report on our audit of these financial statements for
fiscal year 1999 is enclosed.

These financial reporting requirements are prompting steady improvements in federal
financial accountability, and there has been progress toward meeting the related
legislative objectives. The President has designated financial management improvement
as a priority management objective and efforts are underway across government to
address the pervasive, generally long-standing financial management problems discussed
in our accompanying report. Thus far, 13 of 24 major agencies have received unqualified
opinions on their fiscal year 1999 financial statements and others have resolved certain
previously reported financial statement deficiencies. For example, the Department of
Energy resolved its previously reported deficiency related to its environmental and
disposal liability associated with nuclear weapons. Also, in October 1999, the American
Institute of Certified Public Accountants recognized federal accounting standards as a
generally accepted basis of accounting, which represents a major milestone for the
federal government.

At the same time, several major departments are not yet able to produce auditable
financial statements on a consistent basis. There are several major obstacles to
overcome, both at the agency level and in preparing reliable financial statements for the
U.S. government. The deficiencies discussed in our accompanying report prevented us
from being able to form an opinion on the reliability of the accompanying fiscal year
1999 financial statements, as was the case in our fiscal years 1998 and 1997 audits.
These deficiencies continue to significantly impair the federal government's ability to
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adequately safeguard certain significant assets, properly record various transactions, and
comply with selected provisions of laws and regulations related to financial reporting.
Additionally, (1) the government is unable to determine the full extent of improper
payments—estimated to total billions of dollars annually—and therefore cannot develop
effective strategies to reduce them, (2) serious, long-standing computer security
weaknesses expose the government's financial and other sensitive information to
inappropriate disclosure, destruction, modification, and fraud, and critical operations to
disruption, and (3) material control weaknesses affect the government's tax collection
activities.

The executive branch recognizes that, because of the extent and severity of the financial
management deficiencies, addressing them will require concerted improvement efforts
across government. With a concerted effort, the federal government, as a whole, can
continue to make progress toward achieving accountability and generating reliable
financial and management information on a timely basis and in an ongoing manner.
Annual financial audits represent an important means to assure continued progress in
connection with improving federal financial management.

While obtaining unqualified “clean” audit opinions on federal financial statements is an
important objective, it is not an end in and of itself. The key is to take steps to
continuously improve internal control and underlying financial and management
information systems as a means to assure accountability, increase the economy, improve
the efficiency, and enhance the effectiveness of government. These systems must
generate timely, accurate, and useful information on an ongoing basis, not just as of the
end of the fiscal year. Unfortunately, for fiscal year 1999, the financial management
systems of almost all agencies were again found not to be in substantial compliance with
the requirements of the Federal Financial Management Improvement Act of 1996. In
addition, while some attention to delineating core competencies and training has
occurred, a great deal more needs to be done to improve financial management human
capital.

Reliable financial information is essential for analyzing the government’s financial
condition and helping inform budget deliberations by providing additional information
beyond that provided in the budget. The budget of the federal government is primarily
formulated on a cash basis, which also is generally the basis for calculating the annual
budget surplus or deficit. The financial statements are prepared generally on the accrual
basis of accounting. The most significant difference between the budget and accrual
basis of accounting is the timing of recognition and measurement of revenues and costs.
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Accrual information can be used with budgetary information to provide a valuable
perspective on the costs of agency programs and the government’s assets and long-term
commitments. This is especially important given current demographic trends and the
fiscal challenges that will result.

Last year we discussed the Year 2000 challenge in our report. The federal government
has met the “date change” challenge. The leadership exhibited by the legislative and
executive branches and the partnerships formed by a myriad of public, private, and
international organizations were critical factors behind this success.

The accompanying Financial Report and our report include certain information
concerning the Social Security and Medicare (Part A) trust funds, such as projected
contributions and expenditures, dates when expenditures are expected to exceed
contributions, and dates when such funds are expected to be exhausted. Such information
is as of January 1, 1999 for Social Security and as of September 30, 1999 for Medicare
(Part A), the most recent information publicly reported by the government. The
government plans to issue, on March 30, 2000, updated information as of January 1,
2000. The government’s issuance of dated information in this Financial Report at about
the same time that it issues more current information may cause confusion to the
Congress and the public. Steps should be taken, in future years, to ensure that the
government’s Financial Report contains up-to-date information as of no earlier than the
end of the most recent fiscal year. Because current information on the solvency of the
Social Security and Medicare programs is critical to assessing the financial condition of
the federal government, aiding in budget deliberations, and fostering public debate, we
will include the updated information on these two important federal programs in a report
that will also contain the Fiscal Year 1999 Financial Report of the United States
Government.

We appreciate the cooperation and assistance we received from the Chief Financial
Officers and Inspectors General throughout government, as well as Department of the
Treasury and Office of Management and Budget officials, in carrying out our
responsibility to audit the government’s financial statements. We look forward to
continuing to work with these officials and the Congress to achieve the goals and
objectives associated with financial management reform.
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Our report was prepared under the direction of Jeffrey C. Steinhoff, Acting Assistant
Comptroller General for Accounting and Information Management, and Robert F. Dacey,
Director, Consolidated Audit and Computer Security Issues. If you have any questions,
please contact me on (202) 512-5500 or them on (202) 512-3317.

A —

David M. Walker
Comptroller General
of the United States
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The President
The President of the Senate
The Speaker of the House of Representatives

The Secretary of the Treasury, in coordination with the Director of the Office of
Management and Budget (OMB), is required to annually submit financial statements for
the U.S. Government to the President and the Congress.! GAO is required to audit these
statements. This is our report on our audit of the financial statements of the U.S.
government for fiscal year 1999.>

In summary, certain significant financial systems weaknesses, problems with
fundamental recordkeeping and financial reporting, incomplete documentation, and weak
internal control, including computer controls, continue to prevent the government from
accurately reporting a significant portion of its assets, liabilities, and costs. Some of
these deficiencies primarily relate to specific major agencies; others, such as
intragovernmental transactions, affect the entire government. These deficiencies affect
the reliability of the accompanying financial statements and much of the related
information in the Fiscal Year 1999 Financial Report of the United States Government, as
well as the underlying financial information. They also affect the government's ability to
accurately measure the full cost and financial performance of certain programs and
effectively manage related operations.

'The Government Management Reform Act of 1994 requires such reporting beginning with financial
statements prepared for fiscal year 1997.

Our report on the fiscal year 1998 financial statements is entitled Financial Audit: 1998 Financial Report
of the United States Government (GAO/AIMD-99-130, March 31, 1999).
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Major problems included the federal government's inability to:

e properly account for and report (1) material amounts of property, equipment,
materials, and supplies and (2) certain stewardship assets, primarily at the Department
of Defense; ’

e properly estimate the cost of certain major federal credit programs and the related

loans receivable and loan guarantee liabilities, primarily at the Department of
Agriculture;

e estimate and reliably report material amounts of environmental and disposal liabilities
and related costs, primarily at the Department of Defense;

e determine the proper amount of various reported liabilities, including postretirement

health benefits for military employees and accounts payable and other liabilities for
certain agencies;

e accurately report major portions of the net cost of government operations;
e ensure that all disbursements are properly recorded; and

e properly prepare the federal government’s financial statements, including balancing
the statements, accounting for substantial amounts of transactions between
governmental entities, properly and consistently compiling the information in the
financial statements, and reconciling the results of operations to budget results.

Such deficiencies prevented us from being able to form an opinion on the reliability of
the accompanying fiscal year 1999 financial statements, as was the case in our fiscal
years 1998 and 1997 audits. These deficiencies continue to significantly impair the
federal government's ability to adequately safeguard certain significant assets, properly
record various transactions, and comply with selected provisions of laws and regulations
related to financial reporting. Additionally, (1) the government is unable to determine the
full extent of improper payments—estimated to total billions of dollars annually—and,
therefore, cannot develop effective strategies to reduce them, (2) serious, long-standing
computer security weaknesses expose the government's financial and other sensitive
information to inappropriate disclosure, destruction, modification, and fraud, and critical
operations to disruption, and (3) material control weaknesses affect the government's tax
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collection activities. Further, the financial management systems of almost all agencies
were again found not to be in substantial compliance with the requirements of the Federal
Financial Management Improvement Act of 1996.

Our audit and the Inspectors General (IG) audits of major component agencies' financial
statements for fiscal year 1999 continue to result in (1) an identification and analysis of
deficiencies in the government's recordkeeping, financial reporting, and control systems
and (2) recommendations to correct them. Fixing these problems represents a significant
challenge because of the size and complexity of the government and the discipline and
human capital needed to follow sound financial management and reporting practices.

This report provides our (1) disclaimer of opinion on the government's fiscal year 1999
financial statements, (2) report on internal control, and (3) report on compliance with
selected provisions of laws and regulations related to financial reporting. It also provides
illustrations of the identified material deficiencies. A more complete discussion of these
issues may be found in individual agency reports. Additionally, the report highlights.
certain long-term financing issues facing government. The objectives, scope, and
methodology of our work are discussed in the appendix to this report. We provided a
draft of this report to Department of the Treasury and OMB officials, who expressed their
commitment to address the deficiencies this report outlines. We did our work in
accordance with generally accepted government auditing standards.

DISCLAIMER OF OPINION

Because we were unable to determine the reliability of significant portions of the
accompanying financial statements for the reasons outlined above and described in more
detail below, we are unable to, and we do not, express an opinion on the accompanying
fiscal year 1999 financial statements.

Because of the serious deficiencies in the government’s systems, recordkeeping,
documentation, financial reporting, and controls, readers are cautioned that amounts
reported in the financial statements and related notes may not be a reliable source of
information for decision-making by the government or the public. These deficiencies
also affect the reliability of information contained in the accompanying Management's
Discussion and Analysis and any other financial management information--including
information used to manage the government day-to-day and certain budget information
reported by agencies--which is taken from the same data sources as the financial
statements.
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Further, while we have not audited and do not express an opinion on the Stewardship
Information, Supplemental, or Other Information included in the accompanying Financial
Report, we noted certain material omissions related to the presentation of national
defense assets and issues related to the reconciliation of the results of operations to
budget results, which are discussed below.

The accompanying Financial Report and our report include certain information
concerning the Social Security and Medicare (Part A) trust funds, such as projected
contributions and expenditures, dates when expenditures are expected to exceed
contributions, and dates when such funds are expected to be exhausted. Such information
is as of January 1, 1999 for Social Security and as of September 30, 1999 for Medicare
(Part A), the most recent information publicly reported by the government. The
government plans to issue, on March 30, 2000, updated information as of January 1,
2000. The government’s issuance of dated information in this Financial Report at about
the same time that it issues more current information may cause confusion to the
Congress and the public. Steps should be taken, in future years, to ensure that the
government’s Financial Report contains up-to-date information as of no earlier than the
end of the most recent fiscal year. Because current information on the solvency of the
Social Security and Medicare programs is critical to assessing the financial condition of
the federal government, aiding in budget deliberations, and fostering public debate, we
will include the updated information on these two important programs in a report that will
also contain the Fiscal Year 1999 Financial Report of the United States Government.

Material Deficiencies

The following sections describe material deficiencies that contribute to our disclaimer of
opinion, discuss their effects on the financial statements and the management of
government operations, and highlight certain corrective actions. Although the federal
government has made steady progress, the fundamental nature of these deficiencies
remains unchanged from our fiscal year 1998 and 1997 financial statement reports. Each
of these deficiencies also constitutes a material weakness in internal control.’

> A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that errors, fraud, or
noncompliance in amounts that would be material to the financial statements may occur and not
be detected on a timely basis by employees in the normal course of performing their duties.
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Property, Plant, and Equipment and Inventories and Related Property

The federal government--one of the world's largest holders of physical assets—does not
have adequate systems and controls to ensure the accuracy of information about the
amount of assets held to support its domestic and global operations. A majority of the
$472 billion of these reported assets is not adequately supported by financial and/or
logistical records. Assets that are not adequately supported include: (1) buildings,
structures, facilities, and equipment, (2) various government-owned assets that are in the
hands of private sector contractors, and (3) operating materials and supplies comprised
largely of ammunition, defense repairable items, and other military supplies. Also, the
government cannot ensure that all assets are reported. For example, no Department of
Defense (DOD) contractor-held personal property was reported. Further, national
defense asset unit information reported as Stewardship Information was incomplete
because (1) it did not include major national defense support equipment, such as
uninstalled engines and communications equipment, and (2) amounts were reported in
units, rather than in dollars as required by current generally accepted accounting
principles. DOD, the largest holder of these assets, has acknowledged the challenges it
faces to implement effective systems and accurately record data to properly account for
and report its physical assets and has a number of initiatives underway that aré intended
to address this problem. These initiatives are expected to span several years.

Because the government lacks complete and reliable information to support its asset
holdings, it could not satisfactorily determine that all assets were included in the financial
statements, verify that reported assets actually exist, or substantiate the amounts at which
they were valued. For example, periodic physical counts have shown that inventory
records contain significant error rates. Further, weak controls significantly impair the
government’s ability to detect and investigate fraud or theft of assets.

Accurate asset information is necessary for the government to (1) know the assets it owns
and their location and condition, (2) safeguard its assets from physical deterioration,
theft, or loss, (3) account for acquisitions and disposals of such assets, (4) prevent
unnecessary storage and maintenance costs or purchase of assets already on hand, and (5)
determine the full costs of government programs that use these assets.
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Loans Receivable and Loan Guarantee Liabilities

As of the end of fiscal year 1999, the government reported $184 billion of loans
receivable and $35 billion of liabilities for estimated losses related to estimated future
defaults of guaranteed loans. Certain federal credit agencies, responsible for significant
portions of the government’s lending programs, were unable to properly estimate the cost
of these programs in accordance with generally accepted accounting principles and
budgeting requirements. As an example, the Department of Agriculture, which
represents a significant portion of loans receivable, could not estimate the net loan
amounts expected to be collected because it does not maintain some of the key historical
data needed to predict borrower behavior, such as the amount and timing of future
defaults and prepayments. Agriculture’s lack of historical data is largely the result of
system inadequacies. Certain affected agencies are in the process of implementing action
plans intended to develop reliable loan and loan guarantee information. Reliable
information about the cost of credit programs is important in supporting annual budget
requests for these programs, making future budgetary decisions, managing program costs,
and measuring the performance of credit activities. Federal credit programs include
direct loans and loan guarantees for farms, rural utilities, low and moderate income
housing, small businesses, veterans’ mortgages, and student loans.

Environmental and Disposal Liabilities

Significant portions of the liability for remediation of environmental contamination and
disposal of hazardous waste, reported at $313 billion, lacked adequate support and may
not be complete. For example, the estimated cost to remove unexploded ordnance and
residual contaminants from training ranges, amounting to over 40 percent of DOD’s
recorded liability, is not adequately supported. Also, the cost of significant estimated
liabilities associated with certain major weapons systems and training ranges, initially
recorded in fiscal year 1999, was reported as a current year cost, rather than as a prior
period adjustment as required by generally accepted accounting principles.

Properly stating environmental and disposal liabilities and improving internal control
supporting the process for their estimation could assist in determining priorities for
cleanup and disposal activities and allow for appropriate consideration of future
budgetary resources needed to carry out these activities. DOD, which has significant
exposure for environmental and disposal liabilities, improved its initial estimate in fiscal
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year 1999 by including additional categories of liabilities, such as nuclear weapons
systems. Also, DOD has a project in progress that is intended to better identify and
document all additional environmental and disposal liabilities.

Liabilities

Adequate systems and cost data were not available to accurately estimate the reported
$196 billion military postretirement health benefits liability included in federal employee
and veteran benefits payable. Information used to develop such estimates did not include
the full cost of providing health care benefits. In addition, some of the underlying patient
workload data were not reliable. DOD is evaluating methods to develop a reliable
estimate of this liability. Also, some agencies do not maintain adequate records or have
systems to ensure that accurate and complete data were used to estimate a reported $86
billion of accounts payable and a reported $169 billion in other liabilities. For example, a
liability was not reported for certain amounts owed to contractors that, under the terms of
the contracts, were held by the government pending the acceptance of goods or services.
Further, the government was unable to provide adequate information to determine
whether commitments and contingencies were complete and properly reported. These
problems significantly affect the determination of the full cost of the government’s
current operations, the value of its assets, and the extent of its liabilities.

Cost of Government Operations

The government was unable to support significant portions of the $1.76 trillion reported
as the total net cost of government operations. The previously discussed material
deficiencies in reporting assets and liabilities and the lack of effective cash disbursement
reconciliations and deficiencies in financial statement preparation, as discussed below,
affect reported net costs. Further, we were unable to determine whether the amounts
reported in the individual net cost categories on the Statement of Net Cost and in the
subfunction detail in Supplemental Information were properly classified. Accurate cost
information is important to the federal government’s ability to control and reduce costs,
assess performance, evaluate programs, and set fees to recover costs where required.

Cash Disbursement Activity

Several major agencies are not effectively reconciling cash disbursements. These
reconciliations are intended to be a key control to detect and correct errors and other
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misstatements in financial records in a timely manner--similar in concept to individuals
reconciling personal checkbooks with a bank's records each month. Although
improvements in some agency reconciliation processes have been noted, there continued
to be billions of dollars of unreconciled differences between agencies' and Treasury
records of cash disbursements as of the end of fiscal year 1999. As a result, the
government is unable to ensure that all disbursements are properly recorded. Improperly
recorded disbursements could result in misstatements in the financial statements and in
certain data provided by agencies for inclusion in the President's budget concerning fiscal
year 1999 obligations and outlays.

Preparation of Financial Statements

The government does not have sufficient systems, controls, or procedures to properly
prepare financial statements for the U.S. government. Such deficiencies, described
below, impair the government’s ability to (1) properly balance the government’s financial
statements and account for billions of dollars of transactions between governmental
entities, (2) properly and consistently compile the information in the financial statements,
and (3) effectively reconcile the results of operations reported in the financial statements
with budget results. Also, certain financial information required by generally accepted
accounting principles was omitted from the financial statements.

Unreconciled Transactions. To make the financial statements balance, Treasury
recorded a net $24 billion item on the Statement of Operations and Changes in Net
Position, which it labeled unreconciled transactions. Treasury attributes this net out-of-
balance amount to the government’s inability to properly identify and eliminate
transactions between federal government entities, to agency adjustments that affected net
position, and to errors. An additional net $12 billion of unreconciled transactions was
improperly recorded in net cost. These unreconciled transactions result in material
misstatements of assets, liabilities, revenues, and/or costs.

Agencies’ accounts can be out of balance with each other, for example, when one or the
other of the affected agencies does not properly record a transaction with another agency
or the agencies record the transactions in different accounting periods. These out-of-
balance conditions can be detected and corrected by instituting procedures for reconciling
transactions between agencies on a regular basis and in a timely manner.
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In fiscal year 1999, the government required agencies to reconcile certain
intragovernmental accounts. Some of these accounts, such as those related to employee
benefits, could not be reconciled. Also, in fiscal year 1999, the government gathered, for
the first time, the detail of certain intragovernmental accounts by “trading
partner”agency. Using this information, we estimated that the amounts reported for
agency trading partners for these specific intragovernmental accounts were out-of-
balance by more than $350 billion. With trading partner information, the government can
begin to analyze the nature of these intragovernmental account differences and develop

- effective solutions. Solutions will also be required for significant differences reported in
other intragovernmental accounts, primarily related to appropriations. The government
stated that it plans to require agencies to reconcile additional intragovernmental accounts
in fiscal year 2000 and has formed task forces to recommend solutions to this long-
standing problem.

Unreconciled transactions also may arise because the government does not have effective
controls over reconciling net position. The net position reported in the financial
statements is derived by subtracting liabilities from assets, rather than through balanced
accounting entries. Also, certain adjustments and eliminations do not balance. Such
control weaknesses, combined with unbalanced transactions and the significant volume
of transactions and number of reporting entities, result in misstatements in the financial
statements, hinder the ability of the government to identify misstatements that may exist,
and may contribute to the amount of reported unreconciled transactions.

Financial Statement Compilation. The federal government cannot ensure that the
information in the financial statements of the U.S. government is properly and
consistently compiled. To prepare the federal government’s financial statements, about
70 agencies submit data to Treasury on approximately 2,000 separate reporting
components, each having many account balances. In fiscal year 1999, the Department of
Treasury, which prepares the accompanying financial statements, implemented a new
process for reconciling these financial statements with the related agency financial
statements. While the process identified the nature of certain inconsistencies, the
government was unable to reconcile all amounts included in these financial statements
with agency financial statements. Further, material adjustments and reclassifications
were required to (1) make the financial statements more consistent with agency financial
statements, (2) correct identified inconsistencies in reporting similar transactions, (3)
conform footnote information to related financial statement line items, and (4) record
other audit adjustments. We identified over $350 billion of adjustments and
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reclassifications which the government subsequently recorded, such as financial
statement compilation errors that had resulted in a $66 billion overstatement of interest
cost and a $70 billion overstatement of Medicare costs.

These problems are compounded by the substantial volume of information submitted and
limitations in the federal government’s general ledger (SGL) account structure. For
example, some SGL accounts must be split between different financial statement line
items. As a result, additional misclassifications and misstatements in the government’s
financial statements could exist. Also, the extensive manual intervention required to
compile the federal government’s financial statements requires significant resources
which lessens the government’s ability to perform effective financial analysis of the
information. For example, because of SGL limitations, the government separately
collects additional information needed to compile the financial statements. However,
such additional information, historically, is initially inconsistent with the related SGL
account balances by hundreds of billions of dollars. After substantial effort, such
inconsistencies were reduced to an immaterial amount.

Reconciling the Results of Operations With Budget Results. The federal
government does not yet have a process to obtain information to effectively reconcile the
reported $77 billion excess of revenue over net cost and a reported unified budget surplus
of $124 billion. Consequently, it could not identify all of the items needed to reconcile
these amounts. Certain differences are expected to occur because the financial statements
of the U.S. government are to be prepared on the accrual basis in accordance with
generally accepted accounting principles, which is a different basis than the budget.
Under accrual accounting, transactions are reported when the events giving rise to the
transactions occur, rather than when cash is received or paid. By contrast, federal
budgetary reporting is generally on the cash basis in accordance with accepted budget
concepts and policies.

Beginning in fiscal year 1998, 24 major agencies were required to reconcile their reported
net costs to budget information, which could provide a basis for preparing the
reconciliation. However, significant amounts reported in certain agency reconciliations,
including unliquidated obligations and certain other budget information, lacked adequate
supporting information and may be unreliable. For example, significant amounts of DOD
transactions were not applied or were incorrectly applied to specific budget
appropriations, which could misstate certain reported budget information. Once the
federal government produces reliable financial statements, an effective reconciliation
could help provide additional assurance of the reliability of budget results.
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INEFFECTIVE INTERNAL CONTROL

Because of the effects of the material weaknesses discussed below, the federal
government has not maintained effective internal control to ensure that (1) transactions
are properly recorded, processed, and summarized to permit the preparation of financial
statements and stewardship information in accordance with generally accepted
accounting principles, and assets are safeguarded against loss from unauthorized
acquisition, use, or disposition and (2) transactions are executed in accordance with laws
governing the use of budget authority and with other laws and regulations that could have
a direct and material effect on the financial statements. Individual agency financial
statement audit reports describe the effects of such weaknesses on specific agencies and
identify additional internal control weaknesses, some of which are material to individual
agencies.

In addition to the material weaknesses related to the deficiencies discussed in our
disclaimer on the financial statements, we found that (1) the government’s inability to
determine the full extent of improper payments impairs the effective reduction of such
improper payments, (2) widespread and serious computer control weaknesses affect
virtually all federal agencies and significantly contribute to many of the material
deficiencies discussed above, and (3) material control weaknesses affect the government's
tax collection activities. Due to the deficiencies noted throughout this report, additional
material weaknesses may exist that have not been reported.

Improper Payments

The government is unable to determine the full extent of improper or erroneous
payments, which include payments made for unauthorized purposes, for excessive
amounts, such as overpayments to program recipients or contractors and vendors, and/or
not in accordance with applicable laws and regulations. Across government, improper
payments occur in a variety of programs and activities, including those related to contract
management, federal financial assistance, and tax refunds. Reported estimates of
improper payments total billions of dollars annually.

The Department of Health and Human Services (HHS) has been reporting a national
estimate of improper Medicare Fee-for-Service payments since fiscal year 1996. In fiscal
year 1999, HHS reported estimated improper Medicare Fee-for-Service payments of
$13.5 billion, or about 8 percent of such benefits—down from $23.2 billion or 14 percent
for fiscal year 1996. HHS’ reporting and analysis of improper Medicare payments has
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helped lead to the implementation of several initiatives to identify and reduce such
payments. Annual estimates of improper payments in future audited financial statements
will provide information on the progress of these initiatives.

However, most agencies have not estimated the magnitude of improper payments in their
programs, nor have they considered this issue in their annual performance plans. For
example, the Earned Income Tax Credit (EITC) program—a refundable tax credit
available to low income, working taxpayers—has historically been vulnerable to high
rates of invalid claims. During fiscal year 1999, IRS examined about 573,000 suspicious
tax returns claiming $1.25 billion in EITCs and found that $1.08 billion (86 percent) were
invalid. Although the full extent of refunds resulting from invalid EITCs is unknown, the
IRS has not disclosed any improper payment estimates in its financial statement reports.
In another example, HHS has not reported an estimate of improper payments in its $109
billion state-administered Medicaid program, but is currently studying methodologies for
developing an estimate and has formed partnerships with various state auditors to share
information on improper payments.

Improper payments can result from incomplete or inaccurate data used to make payment
decisions, insufficient monitoring and oversight, or other deficiencies in agency
information systems and weaknesses in internal control. The risk of improper payments
is increased in programs involving (1) complex criteria for computing payments, (2) a
significant volume of transactions, or (3) an emphasis on expediting payments. The
reasons for improper payments range from inadvertent errors to fraud and abuse.

Without a systematic measurement of the extent of the problem, agency management
cannot determine (1) if the problem is significant enough to require corrective action, (2)
how much to invest in internal control, or (3) the success of efforts implemented to
reduce improper payments. Developing mechanisms to identify, estimate, and report the
nature and extent of improper payments in annual financial statements is only a first step
for agencies. Without this fundamental knowledge, agencies cannot be fully informed
about the magnitude or trends of improper payments, nor can they pinpoint or target
mitigation strategies.*

*Financial Management: Increased Attention Needed to Prevent Billions in Improper Payments

(GAO/AIMD-00-10, October 29, 1999).
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In October 1999, we recommended that OMB develop and implement a methodology for
annually estimating and reporting improper payments and for addressing improper
payments in agencies’ annual performance and strategic plans and performance reports.
OMB agrees with this recommendation. In this regard, the President has made estimating
and preventing improper payments a priority management objective and OMB plans to
require agencies to develop and implement procedures to estimate and report the nature
and extent of material improper payments in annual financial statements and have such
information audited.

Computer Security Weaknesses

Continuing serious and widespread computer security weaknesses are placing enormous
amounts of federal assets at risk of inadvertent or deliberate misuse, financial information
at risk of unauthorized modification or destruction, sensitive information at risk of
inappropriate disclosure, and critical operations at risk of disruption. Significant
computer security weaknesses in systems that handle the government's unclassified
information have been reported in each of the major federal agencies. The most serious
reported problem is inadequately restricted access to sensitive data. Other types of
weaknesses pertain to not adequately segregating duties to help ensure that people do not
conduct unauthorized actions without detection, preventing unauthorized software from
being implemented, and mitigating and recovering from unplanned interruptions in
computer service. In today's highly computerized and interconnected environment, such
weaknesses are vulnerable to exploitation by outside intruders as well as authorized users
with malicious intent. Recent media reports highlight the potential damage that can result
from computer security breaches.

The government cannot estimate the full magnitude of actual damage and loss resulting
from federal computer security weaknesses because it is likely that many such incidents
are either not detected or not reported. GAO and agency reviews illustrate the potential
for negative impacts. For instance, weaknesses in DOD information security continue to
provide hackers and hundreds of thousands of authorized users the opportunity to modify,
steal, and destroy DOD data including financial, procurement, logistics and other
sensitive information. Also, identified weaknesses at HCFA, SSA, IRS, and VA place
tax, medical and other sensitive records at risk of unauthorized disclosure, modification,
and destruction. Unauthorized disclosure of sensitive information has led to instances of
identity theft, in which individuals use such information to commit financial crimes, such
as fraudulently establishing credit and running up debts. Likewise, serious and pervasive
computer security problems at EPA increase the risk that mission-related systems and
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financial operations are vulnerable to tampering, disruption, and misuse. Further,
pervasive weaknesses at the Department of the Treasury, which collects virtually all of
the government’s revenues and makes most of its disbursements, expose such collections
and disbursements to significant risk of loss or fraud. '

GAO and the IGs have issued numerous reports that identify information security
weaknesses in the federal government and made recommendations to address them.’
Also, GAO has reported information security as a high-risk area across government since
February 1997.¢

Information security problems continue to persist, in large part, because agency managers
have not fully established comprehensive security management programs. An effective
program would include a central security function and effective procedures for assessing
risks, establishing appropriate policies and related controls, raising employee awareness
of prevailing risks and mitigating controls, and monitoring and evaluating the
effectiveness of established controls. Such programs, if properly implemented, would
provide the government with a solid foundation for resolving computer security problems
and managing computer security risks on an ongoing basis.

The Congress continues to express concern about the significant risks to federal
government systems and information that result from computer security weaknesses.
Congressional hearings have focused on specific agency deficiencies and have clarified
the problem across government. Further, S. 1993, the Government Information Security
Act of 1999, recently introduced in Congress, seeks to strengthen information security
practices throughout the federal government.

The Administration has recognized the importance of computer security and has taken
some steps to prompt improvement from a governmentwide perspective. In January

3 See, for example, Critical Infrastructure Protection: Comprehensive Strategy Can Draw on Year
2000 Experiences (GAO/AIMD-00-1, October 1, 1999) and Information Security: Serious
Weaknesses Place Critical Federal Operations at Risk (GAO/AIMD-98-92, September 23, 1998).

SHigh-Risk Series: An Update (GAO/HR-99-1, January 1999), High-Risk Series: An Overview
(GAO/HR-97-1, February 1997), and High-Risk Series: Information Management and

Technology (GAO/HR-97-9, February 1997).




GENERAL ACCOUNTING OFFICE REPORT 33

B-285019

2000, the President released the National Plan for Information Systems Protection,’
which calls for new initiatives to strengthen the nation’s defenses against threats to public
and private sector information systems that are critical to the country’s economic and
social welfare. In addition, the President designated computer security as a priority
management objective.

Tax Collection Activities

The federal government continues to have material weaknesses in controls related to its
tax collection activities, which affect its ability to efficiently and effectively account for
and collect the government's revenue. This situation results in the need for extensive,
costly, and time-consuming ad hoc programming and analysis, as well as material audit
adjustments, to prepare basic financial information—an approach that cannot be used to
prepare such information on a timely, routine basis to assist in ongoing decision-making.
Additionally, the severity of the system deficiencies that give rise to the need to resort to
such procedures for financial reporting purposes, as well as deficient physical safeguards,
result in burden to taxpayers and lost revenue.

Serious financial management system deficiencies continue to affect the federal
government's ability to effectively manage its taxes receivable and other unpaid
assessments.® The lack of appropriate subsidiary systems to track the status of taxpayer
accounts affects the government's ability to make informed decisions about collection
efforts. This weakness has resulted in the government pursuing collection efforts against
individual taxpayers who had already paid their taxes in full. In addition, the government
does not always pursue collection efforts against taxpayers owing taxes to the federal
government. This could result in billions of dollars not being collected and adversely
affect future compliance. '

" Defending America’s Cyberspace: National Plan for Information Systems Protection: Version
1.0: An Invitation to a Dialogue. Released January 7, 2000. The White House.

$Other unpaid assessments consist of amounts for which (1) neither the taxpayer nor a court has
affirmed are owed or (2) the government does not expect further collections due to factors such as
the taxpayer's death, bankruptcy, or insolvency.
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The federal government also continues to be vulnerable to loss of tax revenue due to
weaknesses in preventive and detective controls over disbursements for tax refunds.
Although the government does have detective controls in place, they are not applied to
millions of tax returns estimated to have billions of dollars in underreported tax liabilities.
These conditions expose the government to potentially billions of dollars in losses due to
inappropriate refund disbursements.

Also, the government does not perform sufficient up-front verification procedures to
ensure the validity of amounts claimed by taxpayers as overpayments prior to making
disbursements for refunds. Additionally, delays in recording tax amounts owed result in
lost opportunities to retain or offset overpayments made by a taxpayer for one period to
collect on outstanding amounts owed for another period, resulting in lost revenue.
Finally, serious deficiencies in physical controls over cash, checks, and sensitive data
received from taxpayers increase both the government's and the taxpayers' exposure to
losses and increases the risk of taxpayers becoming victims of crimes committed through
identity fraud.

IRS senior management has expressed a commitment to address many of these
operational and financial management issues and has made a number of improvements to
address some of these weaknesses. Successful implementation of long-term efforts to
resolve these serious problems will require the continued commitment of IRS
management as well as substantial resources and expertise.

NONCOMPLIANCE WITH
CERTAIN LAWS AND REGULATIONS

Tests for compliance with selected provisions of laws and regulations related to financial
reporting disclosed no instances of material noncompliance. However, other instances of
noncompliance, some of which are material to individual federal agencies, are reported in
the individual agency financial statement audit reports. Additionally, as described below,
we noted that federal systems do not substantially comply with federal financial
management systems requirements. We caution that noncompliance other than that
discussed in our report may occur and not be detected by these tests and that our limited
testing may not be sufficient for other purposes. Further, the scope of our tests was
limited by the material deficiencies discussed above. Our objective was not to, and we
do not, express an opinion on overall compliance with laws and regulations.
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Noncompliance With the Federal Financial Management Improvement Act of 1996

The Federal Financial Management Improvement Act (FFMIA) of 1996 requires
auditors, as part of financial audits of certain major agencies, to report whether agencies'
financial management systems comply substantially with federal accounting standards,
financial systems requirements, and the government's standard general ledger at the
transaction level. Thus far, for fiscal year 1999, agency financial auditors have reported
that 19 of 22 major agencies' financial systems did not comply with the act's
requirements. Systems of the remaining two major agencies that have not yet issued
audited fiscal year 1999 financial statements did not comply with the act’s requirements
for fiscal years 1998 and 1997. Noncompliance with FFMIA, which we further discuss
in our report, Financial Management: Federal Financial Management Improvement Act
Results for Fiscal Year 1998 (GAO/AIMD-00-3, October 1, 1999), is indicative of the
overall continuing poor condition of agency financial systems. Also, as we reported,
agency remediation plans, required by FFMIA, may not adequately address the system
deficiencies. Significant time and investment are needed for agencies to address and
correct these long-standing financial management systems problems.

The majority of federal agencies' financial management systems do not meet systems
requirements and cannot provide reliable financial information for managing day-to-day
government operations and holding managers accountable. For many agencies, the
preparation of financial statements requires considerable reliance on ad hoc programming
and analysis of data produced by inadequate financial systems that are not integrated,
reconciled, and often require significant adjustments. As a result, reliable financial
information on a day-to-day basis is not available for effective financial management.
For example, as discussed above, the IRS relies on extensive, costly, and time-consuming
ad hoc programming and analysis, as well as material audit adjustments, to prepare basic
financial information. The significant financial management deficiencies discussed
throughout this report underscore the challenge.

FINANCIAL STATEMENTS AND BUDGET DECISIONS:
ADDING THE LONG-TERM PERSPECTIVE

A view of the long-term sustainability of fiscal policies can assist decisionmakers in
considering the government’s financial position and making decisions about resource
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allocation. Such a view requires projections of spending and revenues into the future. In
this context, the sovereign power to tax and the commitments of social insurance
programs—such as Social Security and Medicare—must be considered.

The accompanying Financial Report and our report include certain information
concerning the Social Security and Medicare (Part A) trust funds, such as projected
contributions and expenditures, dates when expenditures are expected to exceed
contributions, and dates when such funds are expected to be exhausted. Such information
is as of January 1, 1999 for Social Security and as of September 30, 1999 for Medicare
(Part A), the most recent information publicly reported by the government. The
government plans to issue, on March 30, 2000, updated information as of January 1,
2000. The government’s issuance of dated information in this Financial Report at about
the same time that it issues more current information may cause confusion to the
Congress and the public. Steps should be taken, in future years, to ensure that the
government’s Financial Report contains up-to-date information as of no earlier than the
end of the most recent fiscal year. Because current information-on the solvency of the
Social Security and Medicare programs is critical to assessing the financial condition of
the federal government, aiding in budget deliberations, and fostering public debate, we
will include the updated information on these two important federal programs in a report
that will also contain the Fiscal Year 1999 Financial Report of the United States
Government.

Commitments for the Social Security and Medicare programs are included in the

- Stewardship Information accompanying the financial statements. The government’s 75
year estimates of the present value of expenditures in excess of contributions for the
Social Security (Old Age Survivors and Disability Insurance (OASDI)) programs
amounted to $ 3.7 trillion, as of January 1, 1999, and for the Medicare (Part A) program
amounted to $3.1 trillion, as of September 30, 1999. The government’s projections also
indicate that Social Security and health care costs will absorb an increasing share of the
federal budget.

In fiscal year 1999, Social Security trust funds reported surpluses of $124.7 billion and
Medicare (Part A) reported surpluses of $21.5 billion, which included non-cash
intragovernmental interest income of $52.1 billion and $9.3 billion, respectively. These
surpluses contributed to the $124.4 billion unified budget surplus. However, for
example, as discussed in the accompanying Stewardship Information, using the
government’s best estimates as of January 1, 1999, cash disbursements of the Social
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Security trust funds (OASDI) are expected to exceed cash receipts beginning in fiscal
year 2014.

When trust funds’ receipts exceed disbursements, they are invested in Treasury securities
and used to meet current cash needs of the government. These securities are assets to the
trust funds and liabilities to the Treasury. In effect, one part of the government is lending
to another. As disclosed in notes 10 and 19, both the investments and liabilities, which
amounted to $2 trillion at September 30, 1999, are netted out in the accompanying
financial statements. Such investments are expected to increase to over $4 trillion in the
next 20 years.

Expected cash shortfalls in the trust funds will require them to redeem their investments
in Treasury securities. When this occurs, the government must fund these redemptions
through some combination of future surpluses, if available, lower relative spending for
other federal programs, higher relative taxes, and/or greater relative borrowing from the
public. Further, under the government’s projections, absent any program or financing
change, the Social Security trust funds and Medicare (Part A) Trust Fund will exhaust
their Treasury security holdings in 2034 and 2015, respectively.

There is general recognition that the Social Security and Medicare (Part A) programs
require major reforms to deal with the long-term solvency and sustainability of these two
programs. The fact that Social Security is expected to draw down its Treasury securities
holdings in less than 15 years, and that it is expected that Medicare will need to do so in
less time, highlights the importance of acting soon in order to avoid more dramatic
changes in the future.

We are working with OMB, the Treasury, and other agencies across government to
provide recommendations for fixing the major deficiencies cited in our audit.
Considerable effort is now being exerted to address the problems, and several agencies,
such as SSA, have made good progress toward achieving financial management reform
goals. We have designated the most serious situations as high risk, including financial
management at DOD, IRS, the Forest Service, and the Federal Aviation Administration,
as well as information security.
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In addition, the continued coordinated efforts of the Treasury and OMB will be required
to provide solutions for certain governmentwide deficiencies, such as the inability to
properly identify and eliminate transactions between federal entities and the compilation
of the financial statements. We will continue to provide suggestions for resolving
governmentwide problems and to evaluate progress in overcoming them.

n—

David M. Walker
Comptroller General
of the United States

March 20, 2000
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OBJECTIVES, SCOPE, AND METHODOLOGY

The federal government is responsible for

e preparing the annual financial statements in conformity with generally accepted
accounting principles;

e establishing, maintaining, and assessing internal control to provide reasonable

assurance that the broad control objectives of the Federal Managers' Financial
Integrity Act (FMFIA) are met’; and

e complying with applicable laws and regulations and FFMIA requirements.
Our objective was to audit the fiscal year 1999 financial statements.

The Government Management Reform Act expanded on the requirements of the CFO Act
by requiring that the IGs of 24 major federal agencies annually audit agencywide
financial statements prepared by these agencies. 19 Our work was performed in close
coordination and cooperation with the IGs to achieve our joint audit objectives. This
work included separate GAO audits of certain material agency components, as discussed
below. Our audit approach focused on the Departments of the Treasury, Defense, and
Health and Human Services and the Social Security Administration. These agencies
comprise a major portion of the amounts reported in the federal government's financial
statements. At other federal agencies, we focused largely on accounts that are material to
the financial statements. Additionally, for two agencies, information has been included
in these financial statements but the agencies have not, at this date, finalized their
individual financial statements for fiscal year 1999. Therefore, we were unable to
determine the reliability of the amounts included in the accompanying financial
statements for these agencies. We performed sufficient audit work to provide our report
on the financial statements, internal control, and compliance with laws and regulations.

*The FMFIA requires agency managers to evaluate and report annually to the President on the
adequacy of their internal controls and accounting systems and what is being done to correct the
problems.

'"GMRA authorized OMB to designate agency components that also would receive a financial
statement audit. '
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We separately audited the following material agency components.

e We audited and expressed an unqualified opinion on the IRS statement of custodial
activity for fiscal year 1999. IRS was able to reliably report on the results of its
custodial activities, including nearly $1.9 trillion of tax revenue, $185 billion of tax
refunds, and $21 billion of net federal taxes receivable. However, we issued an
opinion on the IRS balance sheet that was qualified for the components of net
position, disclaimed an opinion on its statements of net cost, changes in net position,
budgetary resources, and financing, and reported numerous material internal control
weaknesses. !

e We audited and expressed an unqualified opinion on the Schedule of Federal Debt
Managed by Treasury's Bureau of the Public Debt for the fiscal year ended September
30, 1999.!% This schedule reported (1) over $3.6 trillion of federal debt held by the
public comprising individuals, corporations, state or local governments, the Federal
Reserve System, and foreign governments and central banks, (2) $2 trillion of federal
debt held by federal entities, such as the Social Security trust funds, and (3) $230
billion of interest on federal debt held by the public.

e We performed audit procedures on cash balances maintained and internal controls
over the cash receipts and disbursements processed by Treasury on behalf of the
federal government. We provided the results of our work to the Treasury Office of
Inspector General for consideration in its audit of the Treasury's fiscal year 1999
departmentwide financial statements.

""Financial Audit: IRS' Fiscal Year 1999 Financial Statements (GAO/AIMD-00-76, February
29, 2000).

“Financial Audit: Bureau of the Public Debt's Fiscal Years 1999 and 1998 Schedules of Federal

Debt (GAO/AIMD-00-79, March 1, 2000).
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e We audited and expressed unqualified opinions on the December 31, 1998, financial
statements for the funds administered by the Federal Deposit Insurance Corporation
(FDIC), including the Bank Insurance Fund, the Savings Association Insurance Fund,
and the FSLIC Resolution Fund.'® In addition, we performed audit procedures and
tests of internal controls for cash, investments, and other material balances of the
funds administered by FDIC as of September 30, 1999. '

At CFO Act agencies and other agencies, we reviewed the fiscal year 1999 financial
statement audits performed by the IGs or their contractors and, for certain agencies,
assisted in the development of audit plans for fiscal year 1999 audits. Financial
statements and audit reports for these agencies provide additional information about the,
operations of each of these entities. For example, these audits have identified numerous
internal control and accounting systems weaknesses and noncompliance with laws and
regulations, some of which are material to the respective agencies or components.
Further, as of the completion of our field work on March 20, 2000, 22 of the 24 CFO Act
agencies had received audit opinions or disclaimers on their fiscal year 1999 financial
statements. Of the 22 agencies, 13 received unqualified opinions. These agencies are the

Social Security Administration,

National Science Foundation,

General Services Administration,
Department of Energy

National Aeronautics and Space Administration,
Nuclear Regulatory Commission,
Department of Labor,

Small Business Administration,

Federal Emergency Management Agency,
Department of Commerce,

Department of Health and Human Services,
Department of Transportation, and
Department of Veterans Affairs.

BFinancial Audit: Federal Deposit Insurance Corporation's 1998 and 1997 Financial Statements

(GAO/AIMD-99-202, June 30, 1999).
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Financial Statements
of the United States Government
for the Year Ended September 30, 1999

Statement
of Operations

and Changes

This State ment re ports the re sults of Gov ern
mentop erations. Thisincludesrev e nues princi

pally generated by the Government’s sovereign
power to tax, levy duties, and as sess fines and

penal ties. This state ment cov ers the cost of Gov-
ernmentoper ations, netofrev e nue earned from
the sale of goods and ser vices to the pub lic. It
alsoincludesany ad justments andunreconciled
trans ac tions that af fect the net po si tion.

Revenue

The main source of rev e nue
forGovernmentoperations
con sists of taxes and other rev-
enuethe Fed eral Government
generatesunderitssovereign
pow ers.

“IndividualIncome Tax and
Tax Withholdings” consistof
Federalindividualincome
taxes, Social Security taxes,
Medicare taxes and rail road re-
tire ment taxes, net of re lated re-
funds.

“Miscellaneous earned reve-
nue” con sists of earned rev ¢
nues re ceived from the pub lic
withvirtuallynoassociated
cost. Thiscate goryincludes

revenues generated from spec-
trum auc tions and rents and
roy al ties on the Outer Con ti-

nen tal Shelf Lands.

Net Cost
of Government
Operations

The State ment of Net Cost
sum marizes the “Net cost of
Government operations,”
which is gross cost minus
earnedrevenue.

Unreconciled
Transactions
‘;Unreconciledtransactions”

are ad just ments made to bal-
ance the change in net po si tion.

Net Position,

Beginning of Period
The “Net posi tion, be ginning

of period” re flects the net po si-

tion reported on the prior year’s
Bal ance Sheet.

Prior Period
Adjustments

“Priorperiodadjustments”
are re vi sions to cor rect the be-
gin ning net po si tion.

Net Position,
End of Period

This amountre flects the net
positiononthecurrentyear’s

Bal ance Sheet.
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Statement

of Net Cost

This State ment pres ents the net
costof fis cal 1999 Gov ern ment op-
erations. It also shows the cost to
carry out na tional pri or i ties as de-
termined by law.

Italsocate gorizes costs by major
function. It pres ents costs in much
the same way as does the bud get,
ex ceptthat costs are al lo cated to’
functionsbasedonaccounting
stan dards. Thus, this Statement re-
ports costs on an ac crual ba sis and
in some cases al lo cates them dif fer-
ently than the bud get. Forex am ple,
this State ment al lo cates the cost of

pensions andretiree health benefits
among all the func tions that em-

" ploy work ers. The bud getcate ga

rizes pension pay ments toci vilian
retir ees as asubfunction, found un-
der“Incomesecurity.” The bud get
categorizesagencycontributionsto
retirementfundsas intragovern-
mentaloutlaysdistributedamong
all the func tions that em ploy work-
ers. A de scrip tion of each of the
func tions and the com po nents of
netcostforthe activities included
in each func tion is pre sented in
SupplementalInformationas“Net
costde tail.”

This State ment con tains the fol-
low ing three com po nents foreach
function:

» The gross cost of Gov ern-
mentoperations.

« Therev e nues earned from
the sale of goods and pro vi-
sion of ser vices to the pub lic.

« The net cost of Gov ern-
mentoper ations, whichis
gross cost lessrev e nue
earned.

Gross Cost

“Gross cost” in cludes the full
cost of all func tions. These costs
may bedirectly traced, as signed on

a cause and ef fect ba sis, or rea son
ably al lo cated to the func tion.

Earned Revenue

Thisisrevenuethe Government
earned by pro vid ing goods and ser
vices to the pub lic at a price.

Net Cost

The “Net cost” of Gov ern ment
operationsiscom puted by sub.

tracting “Earned revenues”from
“Gross cost.”

Balance

Sheet

TheBalance Sheetshowsthe Government’sassetsandliabilities.
Whencombined with StewardshipInformation, thisinformationpresents
amorecom pre hensiveunder stand ing of the Gov ern ment’s fi nan cial po-

si tion. Most line items on the Bal ance

the Finan cial State ments. The first note, for ex am ple, pro vides in forma -
tion on the accountingpoliciesforassets and liabilities.

Sheet are de scribed in the Notes to

Assets

Assetsincludedonthe Balance
Sheetare re sources of the Fed eral
Government that re main avail able to
meet future needs. The mostsig nifi-
cant as sets that are re ported in the
Balance Sheetare loansreceiv able
and in ven tories, as well as prop erty,
plant and equip ment. There are,
however,othersignificantresources
avail able to the Gov ern ment that ex
tend be yond the as sets pre sented in
this Fi nan cial State ment. Those as-
sets include Stew ard ship As sets and
the Government’ssovereignpowers
totax,regulate com merce and set

monetary policy. Theyalsoinclude
naturalresources .

Selected as setsare high lighted in
the Stew ard ship Informationsection
of this re port to dem on strate the Fed -
eral Gov ernment’s ac count abil ity for
theseassets. Stewardshipassets in -
clude na tional de fense as sets, stew -
ardshipland and heritage assets.

National defense assets

“Nationaldefenseassets” are
weapon sys tems and sup port ing as-
sets used by the mil i tary for the Na-
tion’scommonde fense and general
wel fare.

Stewardship land

“Stew ard ship land” is land that the
Fed eral Gov ern ment does not ex pect
touse tomeetits ob li gations, unlike

the as setslistedinthe Bal ance
Sheet. This land in cludes land set
aside for the use and en joy ment of
presentand future generationsand
land on which' mil i tary bases are lo-
cated. Stew ard ship land is mea sured
in non-financial units such as acres
of land and lakes, miles of park-
ways, and miles of wild andscenic
rivers.Examplesofstewardship
land in clude na tional parks, na tional
forests, wil der ness ar eas, and land
used to en hance eco sys tems to en-
courageanimalandplantspecies
and to con serve na ture.

Heritage assets

“Heritageassets” are Govern
ment-owned as sets that have one or
more ofthe followingcharacteris-
tics:historicalornaturalsignifi
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cance;cultural,educational, orartis-
ticimportance;orsignificant
architecturalfeatures. The cost of
heritage as sets of tenis notde ter mi
nableorrele vanttotheirsignifi
cance. Like stew ard ship land, the
Governmentdoes not ex pectto use
these as sets to meetits obli gations.
Themostrele vantinformationabout
heritage as sets is non-financial. Ex-
amplesofheritageassetsinclude:
theDeclarationofIndependence,
the ConstitutionandtheBill of

Rights pre served by the Na tional
Ar chives. Alsoin cluded are na-
tional monuments such as the
Vietnam Veterans Me morial, Jef
fer son Me morial and the Wash-
ing ton Mon u ment as well as art
and cul tural trea sures at the
SmithsonianInstitutionandthe
Library of Con gress.

Many other sites such as the bat.
tle fields, his toric struc tures and
national historic land marks also
are placed in this category.

TR

Liabilities and
Net Position -

Liabilitiesare obli gations of the Fed eral Gov-
ernmentre sulting from prior ac tions that will te-
quire fi nan cial re sources. The most sig nificant
liabilitiesre ported onthe Bal ance Sheet are Fed
eral debt se curi ties held by the pub lic and ac
cruedpensionliabilitiesforcurrentandretired
Federal civilianandmilitarypersonnel.Liabilt
tiesalsoinclude social in surance bene fits due
and pay able as of the re port ing date.

As withre ported as sets, the Gov ern ment’s re-
sponsibilities and policy com mitments are much
broader than these re ported Bal ance Sheet li a bit
ities. Theyincludethesocial insurancepro grams
disclosedinStewardshipInformation,awide
range of other pro grams un der which the Gov
ernment pro vides ben e fits and ser vicesto the
people of this Nation, and certain fu ture loss
contingencies.

The mag nitude and com plex ity of social in.
sur ance pro grams, coupled with the ex treme
sensitivity of projectionsrelatingtothe many as
sump tions of the pro grams, pro duce a large
range of pos si blere sults. The Steward ship Re-
sponsibilities sec tionde scribes the socialinsur
ance pro grams, re ports long-range estimates that
can be used to as sess the fi nan cial con di tion of
the pro grams, and ex plains some of the fac tors
that im pact the var i ous pro grams. Using this in-
for mation,read ers can ap ply theirown judg ment
as to the sol vency and sustainability of the in di
vid ual pro grams.

Eachofthe social in sur ance pro grams has an
associated trust fund to ac countforitsactivity.
A nex pla na tion of the trust funds for so cial inr

P

sur ance and many of the other large trust funds is
includedinNote 19—Dedicated Col lections.
That note also con tains in for ma tion about trust
fund re ceipts, dis burse ments and as sets.

A broad per spective on the Fed eral Gov ern-
ment’sre sponsibilitiesisprovided by the Cur-
rent Ser vices As sess ment, which also can be
foundunder Stew ardship Information. Pres-
entedinac cor dance with the President’s bud get,
thisinformationestimates Federalex penditures
and re ceipts for fis cal 2000 to 2005, pro vided
there are no changes to cur rent law.

The Government hasentered into contrac tual
commit ments re quir ing the fu ture use of fi nan-
cial re sources and also has un re solved con tin-
gencieswhereexistingconditions,situationsor
circumstancescreateuncertainty aboutfuture
losses. Com mit ments as well as con tin gen cies
that do not meet the criteriaforrecognitionasa
liability onthe Bal ance Sheet, but for which
there is at least area son able pos si bil ity thata
loss has beenin curred, are dis closed in Note
18—Commitmentsand Contingencies.

“Net po si tion” is pre sented as the sum of Bal-
ance Sheet as sets less Bal ance Sheet li a bil i ties.

The large neg ative net po si tion amount does
notim ply that the Gov ern ment is in sol vent. Be.
cause of its sov er eign power to tax, and the
country’s wide eco nomic base, the Gov ern ment
has unique ac cess to fi nan cial re sources to fi-
nance its debts. This pro vides the Fed eral Gov-
ernmenttheabil ity tomeetpresentobligations
and those that are an tic i pated from fu ture op er a-

tions.
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United States Government '

Statement of Operations and Changes in Net Position

for the Year Ended September 30, 1999

(In bil lions of dol lars)

Revenue:
Individual income tax and tax withholdings . . .. ........ ... ... .. ... ... ... 1,456.0
Corporation iNCOME taxes . . ... ...t it ettt ettt 1822
Unemployment taxes . ... ..o i it e e e e 25.6
EXCISE laXeS . . . i e e e e e 70.5
Estate and gift taxes . ... . . . e 27.7
Customs duties . ... .. .. e e e 18.4
Othertaxes and receipts . ... . i e 42.0
Miscellaneous earned revenUes . . . .. ...ttt ittt e et e 10.5

Total rEVENUE . . . . . e e e 1,8329

Net Cost of Government Operations:
Nationaldefense. . .................... e 4132
HUMAN TeSOUICES . . . ottt i it e et et e et e e et 9053
Physical resources . . . . .. .. .. e e 95.1
1] (= £ 2301
Otherfunctions . ... ... .. e e 1123

Total net costof Government operations. . . ........... ... ... ... .. ... ... —1.7560

Excess of revenue over net cost

Increase in net position

Net position, beginning of period

Prior Period Adjustments (Note 17)

Net position, end of period

The ac com pa ny ing notes are an in te gral part of these fi nan cial state ments.

Unreconciled transactions affecting the change

in net position (Note 16) . . ... ... . i i i it ee e

76.9

24.4

101.3
(6,1344)

69

(6,0262)
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United States Government
Statement of Net Cost
for the Year Ended September 30, 1999

Gross Earned
(Inbil lions of dol lars) Cost Revenue Net Cost
National defense. . . .. ....... ... ... ... . . ... ... .. 4512 38.0 4132
HumanResources:
Education, training , employment ,
andsocial Services . . . ... .. i e e 579 1.4 56.5
Health. . ... ... .. e e 140.6 0.7 139.9
Medicare. . . ... ... i e e 207.0 21.7 1853
Income security. . . ... ... 188.0 6.2 181.8
Social Security. .. ... ... L e 387.7 - 387.7
Veterans benefits and services (Note 11) . . ... ......... (43.2) 2.7 (459)
Total human resources . . . .......c. v evnennenn 938.0 32.7 9053
Physical Resources:
Energy . ... e 129 12.4 Q5
Natural resources and environment .. ................ 271 2.9 24.2
Commerce and housing credit ...................... 89.2 73.9 15.3
Transportation . . ......... ... . . i e 441 1.1 43.0
Community and regional development ... ............. 149 2.8 12.1
Total physical resources . .. ........ ... .. 1882 93.1 95.1
Interest .. ... ... .. 230.1 - 230.1
Other Functions:
International affairs . ........... ... ... oo 296 9.6 20.0
General science, space and technology . . ............. 17.5 0.1 17.4
AGACUIUIE © . o o o e e e e e e e e e e e e e e e e e e 27.2 2.4 24.8
Administration of justice . . ........... ... ... ... .. ... 31.2 1.6 29.6
General government . ......... ... . .. .. .. 251 4.6 20.5
Total otherfunctions .. .......................... 130.6 18.3 1123
1,938.1 182.1 1,7560

The ac com pa ny ing notes are an in te gral part of these fi nan cial state ments.
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United States Government
Balance Sheet
as of September 30, 1999

(In bil lions of dol iars)

Assets:
Cash and other monetary assets (Note 2). . .. ... ... ... ... .. . . 115.2
Accounts receivable (Note 3) . ... .. ... i 3».0
Loans receivable (Note 4) . ... ... .. .t i e 183.7
Taxes receivable (Note 5) . .. ... ... i e 2.7
Inventories and related property (Note 6) . .......... . . it 173.3
Property, plant and equipment (Note 7) .. ....... ... .. i, 298.8
Otherassets (Note 8) . ... ... i e e e 4.3
TOtal @SSES . . o ittt e e 6030
Liabilities:
Accounts payable (Noté 1= S 8.8
Federal debt securities held by the public (Note 10). .. ..................... 3,631.6
Federal employee and veteran benefits payable (Note 11) ................... 2,600.7
Environmental and disposal liabilities (Note 12). . ... ....... .. . o 313.2
Benefits due and payable (Note 13) . . . . . ... ... .. e 73.8
Loan guarantee liabilities (Note 4) . ........ ... .. .. . i 3.1
Other liabilities (NO 14) . « . v v e e e e e et e e e e e 169.0
Total liabilities . ... ... ... e e e 6,909.2
Commitments and Contingencies (Note 18)
Net Position ........ ... .00ttt ittt ttetntneanentnasanas (6,026 .2)
Total liabilities and net position . .. .. ............... e e e e 883.0

The ac com pa ny ing notes are an in te gral part of these fi nan cial state ments.
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United States Government

Stewardship Information

for the Year Ended
September 30, 1999 (Unaudited)

Stewardship

Assets

TheFed eral Govern mentholds “Stew ard ship as sets” forthe bene.
fit of the Na tion. Be cause the Gov ern ment has been en trusted with,
and madeac countable for, these re sources andre sponsibil i ties, they
arerec og nized in the Finan cial Re port of the United States Gov ern-

ment.

Whenac quired, “Stew ard ship as sets” are treated as ex pensesin the
financial state ments. This sec tion pro vides morede tailed stew ard-
shipin for ma tion on thesere sources to high light their long-term ben-
efitandtodemonstrateaccountability. Thisinformationfacilitates
theunderstandingoftheoperations and financialconditionofthe

Government.

B

e

Nationaldefenseproperty,
plant and equip ment con sist of:
(1) as sets owned by the De part
ment of De fense in the per for
mance of mili tary mis sions, such
ascombatoperations, peace
keepingandsupportofcivilian
authoritiesduringcivilemer gen-
cies; and (2) ves sels held in a
preser vationstatus by the Mari-
time Administration’s National
Defense Reserve Fleet.

“Nationaldefenseassets” are
de fined in terms of four cate go-
ries:

Weapons sys tems— equip-

ment that launches, re leases, car-
ries, or fires a par tic u lar piece of

National Defense Assets

ord nance and/or carries weapons
sys tems-related prop erty, equip-
ment, materials,orpersonnel.
Ex am ples in clude air craft, ships,
tracked com bat ve hicles and mis-
siles.

* Weapons sys tems sup port
principal end items —items
that are ac quired to sup port
weapons systems and may
ultimately beincor porated
in weaponssystems.Exam-
ples in clude air craften
gines, tank en gines, air craft
radars, ship sonar,
uninstalled mis sile mo tors,
gun mounts and guidance
systems.

» Mis sion sup port equip.
ment—deployable equip-
ment that: (1) is essential
totheeffectiveoperation
of a weaponssystem or is
used by the militaryde-
partments to effectively
per form their mil i tary mis-
sions; (2) has an in de ter mi-
nate or unpredictable

use ful life due to the man -
ner in which it is used; and
(3) is at a very high risk of
be ing de stroyed during use
or of pre ma ture ob so les
cence.

e

i
o
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National Defense Assets, cont.

Examplesi nclude:surveillance
unmanned air ve hicles, non-tactical
vehicles (e.g., fuel tank ers, com bat
operationscenters, mess vehicles),
fieldmeteorological sys tems, cryp-
tography systems, and field security
systems.

Weaponssys tems sup portreal
property—facilities and structures
af fixed tothe land that are in te gral to
aweaponssystem.Examples include

ammunitionbunkersinactiveuse
and mis sile si los in ac tive use.

The accompanying ‘“National de-
fense as set” in for ma tion does not re:
port quantities of missionsupport
equip ment al though the annual in-
vestments in these items are re
ported.

The investment amounts in
“National de fense as sets” pre sented
in this re port re flect the sum of an
nual investmentamountsre ported by

eachmilitarydepartment. DOD does
notcur rently have costac counting
sys tems that cap ture the full costs, as
de scribed in State ment of Fed eral Fr
nancial AccountingStandards
(SFFAS) No. 4 associated with
“National de fense as sets.” There
fore, the annual in vest ments shown
inthisre portrepre sent annual dis
burse ments foreachcate gory of
“National de fense as sets.”

National Defense Assets

Restated*
Balance as of Balance as of
September 30, September 30,

{In number of systems or items) 1998 Additions Deletions 1999
Aircraft:

Combat ....................... 8,660 52 351 8,361

Airlift .. .. 6,059 23 148 5,934

Otheraircraft . .................. 3,740 67 247 3,560
Ships:

Submarines . ................... 123 1 7 117

Aircraftcarriers ................. 18 - - 18

Surface combatants. .. ........... 269 26 13 282

Amphibious warfare ships. .. ....... 83 - 7 76

Mine warfare ships. . . ............ 38 1 - 39

Support ships. . ................. 241 6 33 214

Otherships .................... 3,921 55 229 3,747
Combat Vehicles:

Tracked . .. ... ... ... ... .......... 44,522 328 684 44,166

Wheeled ...................... 140,376 1,596 - 141,972

Towed . ............ ... ... ... 7,044 - 78 6,966

Other combat vehicles ............ 12,744 829 19 13,554
Guided, Self-propelled Ordnance:

Missiles. . ..................... 453,056 18,094 6,832 464,318

Torpedoes. . ................... 8,486 216 29 8,673
Space Systems:

Satellites ...................... 78 8 1 85
Weapons Systems Support Real Property:

Active ammunition bunkers ........ 23,468 398 756 23,110

Active missile silos. . . ............ 993 1 158 836

Active satellite ground stations . . . . .. 81 - - 81
Reserve Fleet Vessels n.a. n.a. n.a. 144

*The bal ances as of Sep tem ber 30, 1998, have been re stated to re flect changes from pre vious year’s re porting.

n.a. = Not available
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Investments in National Defense Assets

for the Period Ended September 30, 1999

(In millions of dollars)

Aircraft:

197210 7=
11

Otheraircraft ............ ... . i P

Aircraft support principalenditems . ....... ... .. ... . o o
Other aircraft support property, plant and equipment .. .................

Ships:
Surface combatants . . ... . . e e

SUDMANNGS . . oo e e e

Ship support principal enditems. . ........ ... . . . e e

Alrcraft carmiers . ... ..o e e e e e

Amphibious warfare ships. . . ... ... . . e

SuUppPOrt ShipS . . .. e e e e

Mine warfare ships...... e e e e e e e e
Other ShipS . . ..t e e e
Other ship support property, plant and equipment .. ... ................

Combat Vehicles:
Combat vehicle support principal enditems .........................

Tracked . ... e e e e e s
Wheeled. . .. ... .. . e e e
Other combat vehicles support property, plant and equipment ............

Guided, Self-propelled Ordnance:
Missiles . . ... e
Guided, self-propelled support principal enditems .....................

Guided, self-propelled ordnance support property, plant and equipment . . . . .
Guided, self-propelled ordnance support . . .. ........ .. ... ... ...

Torpedoes ..................... e e e e e e e e

Space Systems:
Satellites . ......... . . . e

Space systems support principal enditems . ........... .. ... . ... ...

Weapons systems support real property:
Active ammunition bunkers . .. .. ... L
General mission support property, plant and equipment . ................

Other:

Other weapons systems . . ........ ... . .. it
Other weapons systems support principal enditems . ..................
Other weapons support property, plant and equipment. . ... .............

Reserve fleet vessels. . . ... ... . . i e

Total investments in national defense assets
for fiscal year ended September 30,1999 . . ... ... ... ... ... ... ....

6,901

4,354
2,662
1,387
1,418

3,591
1,409
852
823
581
371
73

30

1,199
354
261

1,299
815
245

34
70

1,438
558

19
5,274




54

STEWARDSHIPINFORMATION

Stewardship

Land

“Stew ard ship Land” re fers to fed er ally owned land that is not used, or
held foruse,in“General Government” op er ations. Thiscate gory includes
land on which mil i tary bases are 1o cated. This cat e gory ex cludes lands ad-
min is tered by the Bu reau of In dian Af fairs and held in trust.

Most Stew ard ship land is “pub lic do main.” Be tween 1781 and 1867, the

Gov ern ment ac quired acres of land equal to 79.4 per cent of the current
acre age of the United States, spend ing a to tal of $85.1 mil lion.

United States Government Stéwardship Land as of September 30

Percent-

(In millions of acres) Predominate Use Acres age
Agency:
Bureau of Land Manaaement . . .. Public land 264 .2 40.9
U.S. Forest Service ........... National Forest system 192.0 29.8
U.S. Fish and Wildlife Service. ... National Wildlife Refuae svstem 88.6 137
National Park Service.......... National Park system 77.9 121
Department of Defense. . . ... ... Defense facilities 16.7 26
Bureau of Reclamation. . .. ... .. Water, power and recreation 58 0.9

645.2 100.0

Totalacres ...........

The De part mentofthe Interior’s Bureau of Land Man age ment (BLM) man ages
264.2 mil lion acres of fed er ally owned land. Con gress has charged the Bureau
with main taining this land and its re sources to best serve the pres ent and fu ture
needs of the Amer i canpeo ple. To ward this end, BLM man ages these lands to al-
lowforacombinationofusesincluding mineralde vel op ment, outdoorrecre ation
andnatural habitat. Some BLM lands are pro tected and used for their sce nic,
scientific or his tor i cal value. The fol low ing ta ble de scribes those hold ings.

Bureau of Land Management Public Lands as of September 30
Acreage
Number (in thousands) Miles

National wild and scenic river segments. . . .. 34 998 2,038
National wilderness areas ............... 136 5,243 -
Wilderness study areas . . ... ............ 622 17,298 -
National conservation areas . ............. 8 11,692 -
National scenicareas. .. ................ 1 101 -
National recreationareas . . .............. 1 1,000 -
National historic trails. . . . ... ............ 8 - 3,533
National scenic trails . .. ................ 2 - 568
National recreation trails ................ 26 - 429
Qutstanding naturalareas ............... 1 - -
Herd managementareas ................ 200 36,070 -
National monuments ................... 1 1,880 -
Areas of critical environmental concern. . . . .. 740 13,112 -
Research naturalareas................. 152 347 -
National natural fandmarks . . . . ... ........ 43 599 -
National back country byways . ........... 64 - 3,518
Globally important birdareas . ............ 2 57 -
National "multiple use" lands .. ........... - 175,775 -

BlMtotal............. ... ... ... .. 2,041 264,172 10,086
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Uu.s.

o g

Forest Service ::

The U.S. For est Ser vice man ages 192.0 mil lion acres of
fed er ally owned lands for the sus tained use of out door
rec re ation, range, tim ber, wa ter shed, wild lifeand fish.

For est land con tains 155 named Na tional For ests to tat
ing 153.0 mil lion acres.

TheForest Ser vicere forested 267,013 acres pri-
marily with ge netically im proved seed lings in fis-
cal 1999.

Wil derness land contains 34.8 mil lion acres in
38 states and is served by 133,087 miles of trails.

The U.S. Forest Ser vice also man ages 20 named
grass lands on 3.8 mil lion acres and about 4,348
miles of the wild and sce nicriver sys tem.

U.S..Fish and W|Id|| e Service

sponsibilityintothefollowing
categories:
* “National Wild life Ref-

The U.S. Fish and Wild life Ser
vice man ages 88.6 mil lion acres of
fed er ally owned lands held pri mar
ily for wild life con ser va tion. Ithas
five goals:

flora.

* Preserve, re store and en- wildlifeecology.

hance in their natural ecosys-
tems, all spe cies of an i mals
and plants en dan gered or
threatened.

safe, whole some

* Perpetuatethemigratory

* Preserveanaturaldiversity
and abun dance of fauna and

* Provideanunderstanding
and ap pre ci ation of fish and

» Providerefugevisitorsa

ablerecreationalex perience
ori ented to ward wild life.

The U.S. Fish and Wild life Ser-

uges” (521 sites on 87.6 mil-
lion acres).

+ “RefugeCoordinationar-
eas” (50 sites on 197,049
acres).

» “Waterfowl Productionar
eas” (200 sites on 715,200
acres).

* “Fisheries Re search Cen-
ters” (83 sites on 16,083
acres).

« “Wild and Scenic Rivers”

(8 rivers total ing 1,258 miles

and en joy-

bird re source. vicesubdivides its man age mentre- in length).
National Park Summary of Acreage
serv"’lce (In millions of acres) Acreage
TheNational Park Ser vice man ages L‘;zgnc;fl P::ll((S-Area: 49.6
77.9mil lion acres of fed er ally owned . PArKS .. ovve e )
lands. These lands are set aside to con- Nat{onal Preserves ................... 21.4
servescenery,nature, historicobjectsand | National recreationareas .............. 3.4
wildlife sothatcurrentand future genera- Nationalmonuments. .. ............... 1.9
tions of Amer i cans can en joy them. National seashores. .. ................ 0.5
Other types of park ar eas in clude: na- 1.1
tional rivers, park ways, na tional lake Otherpark areas ....................
shores, his toric parks;, sce nic trails, wild 77.9
and sce nic rivers, mil i tary parks, re. Totalacres .......................
serves, and bat tle fields.

B

Department
of Defense

« Militarybases

+ Installations

¢ Training ranges

The De part ment of De fense uses 16.7

mil lion acres of fed er ally owned land for
mis siones sential pur posesincluding:
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TheDepartmentofInterior’sBureauofReclamation (BOR )
man ages 5.8 mil lion acres of Stew ard ship land. These lands

were with drawn from the pub lic do main in sup port of BOR’s

mandatetoprovideirri gation water, industrial water, flood con-
trol and power. How ever, if it does not in ter fere with pro ject
purposes, activities such asboating and camping, fish and wild-
lifeman age mentorthe grazing of live stock may be au thorized.

Heritage

Assets

The Fed eral Govern-
mentinventories, pre
serves and in ter prets vast
numbersofheritage as
sets for the ben e fit of the
Americanpublic. These
assetsencompassmany
of the Na tion’s most pre-
cioushistoric,natural and
culturalresources. Hert
tage as sets are unique
property, plant and equip-
ment with:

+ Historicornatural
significance.

¢ Cultural, educa
tional or ar tis tic im -
portance.

* Significantarchi
tectural characteris
tics.

Federal Stewardship Land

Source: Na tional At ias of the United States of Amer ica,
U.S.GeologicalSurvey

The public en trusts the
Governmentwiththese
assetsand holds itac countable for
theirpreser vation.Exam plesofher-
itageassetsinclude the Washington
Monument,DeclarationofInde-
pendence, YosemiteNational Park
and museum ob jects ondis play at
the Smithsonian Institution.

Thefollowing discus sionofthe
Government’sheritage as setsis not
all-inclusive. Rather, it high lights

significantheritageassetsreportedby
Fed eral agencies.

The Governmentclassifies heri
tage as sets into three broad cate ga.
ries:

¢ Collection-type
* Natural
¢ Cultural

Collection-typeheritageassets
in clude ob jects gath ered and main-
tained for mu seum and li brary col-
lections. Naturalheritageassets in-

cludenational wildernessareas,
wild and sce nicrivers, natural land-
marks, for ests and grass lands. Cul-
turalheritageassetsincludehistoric
places andstructures, memorials
and mon uments, national ceme ter-
ies,and archeologicalsites.

Seethe Stew ard ship Land sec tion
for the total acre age of somenatural
heritageassetssuchasNational
Forests.
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TheSmithsonianInstitution
holds some of the most prom i nent
Federal museumcollections. The
Smithsonianacquires,protects
andpreservesapproximately 140
millionindividualobjectsfor
publicexhibition,educationand
research.

Similarly, the Li brary of Con-
gress holds the world’s larg est li.
brary col lec tion. Thatcollection
com prises more than 115 mil lion
items. The Li brary re ceives two
copiesofevery book, pam phlet,
map, print, pho to graph and piece
of musicregis tered for copyright
in the United States.

The National Archives holds
more than 2 mil lion cu bic feet of
records. Thesere cordsensure
ready access toes sential in forma
tiondocumenting therights of cit-
izens, ac tions of Fed eral of fi cials
and the ef fects of those ac tions on
thenationalexperience. These re-
cordsincludetextandlegislative
records;carto graphicandarchi
tecturalrecords; motionpicture,
sound and video re cords; and still
pictures and graphics. The Na-
tional Ar chives also main tains
historicallyimportantdocuments
such as the U. S. Consti tu tion and
theLouisianaPurchase Treaty.

Congresshasdesignated
several “wildernessareas”to
preserve theirnatural condi
tions. The De part ment of the
Interior man ages 255 of these
wildernessareascomprising
66.5 per cent of the Nation’s
103.7millionwilderness
acres. TheCebollaWilderness
in New Mex ico is one such
area.

The “National wild and sce-
nicriverssystem” includes
pro tected free-flowing rivers.
The Governmentprotects
these ar eas be cause of their
fish and wild life, or for their
scenic,recreational, geologic,
historic or cul tural value. The
DepartmentoftheInterior
man ages 54 per cent of these

10,947 river miles, in clud ing
the Bluestone National Sce nic
River in West Vir ginia.

The Government also sets
aside natural land marks that
exemplifyaregion’snatural
characteristics. TheNational
Park Serviceidentifies 587na-
tional natural land marks, such
as the Gar den of the Gods in
Colorado.

The U.S.Forest Ser vice
man ages 155 National For ests
and 20 na tional grass lands on
over 192.0 million acres.
These ar eas en com pass sig nif-
icantheritagere sources. Ex-
am plesinclude the White
Mountain National Forestin
New Hampshire and the
Thunder Basin National
Grassland in Wy o ming.

The National Regis ter of His toric
Places lists his toric places and struc-
tures. Thisis America’s of ficial listof
cul tural re sources wor thy of pres er-
vation. Official propertiesinclude
districts, sites, build ings, struc tures
andobjectssignificantto American
history.Italsoincludessignificantar
chitectural,archaeologicalengineer
ing and cul tural prop er ties. Forest
Serviceland encompasses 887 such
properties.

The Na tion’s mon u ments and me-
morialsincludethe Washington
Monument, the Viet nam Vet erans
Memorial and the Jef fer son Me mo-
rial in Wash ing ton, D.C. The Na
tional Park Ser vice man ages these.
Also,the AmericanBattle Monu-
ments Com mis sion man ages 27 me

morials, monuments and markers
around the world. This in cludes the
Belleau Wood Marine Monument in
France.

Archeologicalsitescontainthere
mains of human ac tiv ity. The De part
mentoftheInterior managesover
290,000ar che ologicalsites. Thean
cient earthen mounds at the Hopewell
Culture National Historic Sitein
Ohioarenotable ex am ples.

Nationalcemeteriesincludethe
Arlington National Cem e tery in Vir
ginia and the FortLo gan National
Cemetery in Col orado. The De part
ment of the Army man ages the
Arlington National Ceme tery. The
De part ment of Veterans Af fairs man
agesFortLoganNational Cemetery
and 118 other cemeteries.
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Stewardship Responsibilities

Stew ard ship Responsibilities pro-
vides information on the largest
Social Insurance pro grams: So cial
Security,Medicare,Railroad Retire.
ment, Black Lung and Unemploy-
mentInsurance.Itspurpose is to as -
sist the American people in
evaluatingthefinancialcondition
and sustainability of these pro grams.

Con gress passed the Social Se cu-
rity Actin 1935. The Act, as sub se-
quently amended, in cludes pro grams
thatpro videretire mentand dis abil ity
benefits.

Congressestablishedtwotrust
funds for So cial Se curity: The Fed
eral Old-Age and Sur vi vors In sur
ance { OASI) and the Fed eral Dis abil-
ity In sur ance (DI) Trust Funds
(OASDI). OASIpays re tire ment and
sur vi vors ben e fits and DI pays bene
fits to dis abled work ers.

RevenuetoOASDI con sists pri
mar ily of taxes on earn ings paid by
employees, theirem ploy ersand the
self-employed. OASDI alsore ceives
rev e nue from the in come taxes on
some Social Security andintereston
itsinvestments inFederal debtsecur
ties.Social Securityrevenuesnot
needed to pay cur rent ben e fits or ad
ministrativeex pensesareinvestedin
special-issueFederal debtsecurities.
Thosesecurities are guar anteed as to
both principal and in ter estand backed
by the full faith and credit of the Gow-
ernment.

The Board of Trustees of the OASI
and DI Trust Funds pro vides in its

(Inb flions ofdola 5)

Social Security Estimated Trust Fund Balances

5,000 o
e " F deralDisab ility hsurance
0 P ‘s Trust Rund Net As sets
5,000 1 ‘\\
-10,000 1 N\
Federal Old-Age and Survivors Y,
-15,000 1 Insumnce Trust Fund Net Assets %,
20,000 :
2001 2013 2025 2037 2049 2061 2073

Fiscalyears

Annual Re porttothe Presidentand
Con gress short-range (10 year) and
long-range (75 year) actuarial es ti
mates of each trust fund. Be cause of
the inherentuncertainty ines ti mates
for 75 years into the fu ture, the Board
of Trustees uses three al ter native sets
of economic and de mo graphic as-
sump tions to show the range of pos si-
bilities. As sumptions are made about
many economic,and demo graphic
factors,includinggrossdomestic
product,earnings,the Consumer
PriceIndex (CPI),theunem ploy ment
rate,thefertility rate,immi gration,
mortality,anddisabilityincidence
andterminations. Theassumptions
usedinthe accompany ingtables gen-
erallyreferred toasthe “intermediate
assumption,”’ reflectthebestestimate
ofexpected futureexperience,under
cur rent law.
Thepresentvaluesofactuarialest
mates were com puted as of Janu ary 1,
1999, the be ginning of the valu ation
period. Theactuariales timated conr
tri bu tions equal the sum of the pres ent
value of all es ti mated non-interest in-
comeduringtheperiod. Theac tuarial
estimatedex pendituresequalthesum

of the pres ent value of all es ti mated
paymentsduringthe valuationperiod.
These es ti mates were pre pared us ing
the financ ing method deemed the
mostappropriatebybothCon gress
and the Board of Trustees. Es ti mates
as sume the pro gram will cover fu ture
work ers as they enterthe labor force.
Undercurrentlegislationandusing
intermediateassumptions,theDIand
OASITrust Funds are pro jected to be
ex hausted in 2020 and 2036 re spec-
tively. Com bined OASDI expendi
tures will ex ceed cur rent tax in come
be ginningin2014 and will ex ceed to-
talcurrentincome (includingcurrent
interestincome)forcalendaryears
2022 and later. Thus, cur rent tax in-
come plus aportionof annual in ter est
income will be needed to meetex pen-
di tures for the years 2014 through
2021 There af ter, in ad di tion to cur-
renttax in come and currentin ter est
income, a por tion of the prin ci pal
(combined OASDI as sets) will be
needed each year un til the trust fund
as sets are to tally ex hausted in 2034.
Atthat point, cur rent tax in come will
be suf ficient to pay only ap prox i-
mately 71 per centof the bene fits due.
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Social Security Present Value Estimates for the Period
of 75 Years into the Future, as of January 1, 1999
(in billions of dollars) OASI DI O ASDI
Present value of contributions
to December 31,2074. ... ....... ... ... 16,830 2,763 19,593
Present value of expenditures
to December 31,2074. .. ... ... . . i 19,925 3,366 23,291
Present value of future resources needed . ............ 3,095 603 3,698
Less: Net assets of Social Security as of January 1, 1999 . 682_ 81 763
Present value of additional resources needed . . ... ... .. 2413 522 2,935
Estimated Balances of Federal Hospital
Insurance Trust Fund (Medicare Part A)
Under Intermediate Assumptions
Federal HospitalInsurance Trust .
Fundrevenueconsists primarilyof (I billo s of dollass )
taxes on earn ings paid by em ploy ees, ]
their em ploy ers and the self- 150
employed. The fund also re ceives 130 1
rev e nue from part of the tax a tion of
Social Security ben e fits and from in- 110 1
terestonits in vest ments in Fed eral
debtsecurities. Revenues notneeded 90 -
to pay cur rent ben e fits of the Fed eral |
Hospital Insurance program 0
(Medicare Part A)or ad minis trative 50 -
ex penses arein vested inspecial issue
Federal debt securities. Thesesecuri- 30
ties bear a mar ket rate of in ter est and
are guar an teed both as to prin ci pal 10
andinterest.Inaddition, the securities 2000 2003 2006 2009 2012 2015
are backed by the full faith and credit
of the U.S. Gov ern ment. Calendaryears
Thepresent valuesof actuariales-

ti mates were com puted as of the be-
ginningofthevaluationperiod,
September 30, 1999. The con tri bu-
tions con sist of the sum of the pres ent
valueof various programincome
items ex pected tobe re ceived through
fiscal2074. Theex pendi ture consists
of the sum of the pres ent value of es-
ti mated payments through fis cal
2074, claims in curred through Sep-
tem ber 30, 1999, that were un paid as
ofthatdate, and ad ministrative ex-
penses re lated to those claims. Un der
intermediateassumptionsfromthe

1999 Trustees Re port, and legislation
in place at the time, the fund is pro
jected to be ex hausted in the cal endar
year 2015.

Appropriationsas wellas premi
ums paid by medical bene ficiaries fi
nancethebenefitsandad ministrative
ex penses of the Fed eral Sup ple men-
tary MedicalInsur ance (SMI) pro-
gram (Medicare Part B). The Bal
anced Bud get Act of 1997 pro vides
that the monthly pre mium be set to
cover 25 per cent of the Medicare Part

B pro gram’s es ti mated costof each
calendaryear’sestimated Federal
SupplementaryMedical Insurance
Pro gram costs.

Medicare Part B has a sur plus of
$35.2 billion. This rep re sents the es ti-
mated book value amount of the Fed-
eral SupplementaryMedical Insurance
Trust Fund as sets as of Sep tem ber 30,
1999, less un paid ben e fits and re lated
administrativeexpensesincurred
through September 30, 1999.
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Present Value Estimates

(In_billions of dollars)

Medicare Part A (Hospital Insurance)

for the Period of 75 Years into the Future,
Beginning September 30, 1999

Present value of contributions

totheyear 2074 . .. .. . i i e e 6,538.6
Present value of expenditures
tothevear 2074 . .. .. ... . . . e 9,615.2
Present value of future resourcesneeded .. .................... 3.076.6
Less: Net assets in Federal Hospital Insurance 14
Trust Fund as of September 30 (Note 19) . . ................... 141.
Present value of additional resources needed. . . ................. 2,9352
Medicare Part B (Supplementary Medical
Insurance) Balances
as of September 30, 1999
(In billions of dollars)
Total Federal Supplementary Medical Insurance
Trust Fund assets (Note 19) .. ............. 45.6
Total unpaid benefits. . ... ....... ... - 104
Excess of trust fund assets 350

over unpaid benefits

Rail road re tire ment pays full an ni.
ities when el i gi ble per sonsreach age
65 with 10 years of ser vice or age 62
with 30 years of ser vice. It pays re-
ducedannuitiestoeligiblebeneficia
ries who are age 62 with 10 to 29
years of ser vice, or age 60 with 30
years of ser vice. The Rail road Re tire-
mentpro gram paysdisabilityannu
itiesbased ontotal oroc cupational
disability. It also pays an nu ities to di-
vorced spouses, remarried
widow(er)s,survivingdivorced
spouses, chil dren and par ents of de-
ceasedrailroad work ers. Medicare
coversqualifiedrailroadretirement

bene ficiaries in the same way as Sa
cial Securitybeneficiaries.

TheRailroad Retire mentBoard
(RRB)and Social Security Adminis
tration (SSA) sharejurisdictionover
the pay ment of re tire ment and sur vi
vorsbenefits. RRB hasjurisdiction
over the pay ment of re tire ment ben &
fits if the em ployee had at least 10
years of rail road ser vice. Ad di
tionally, for sur vi vorbene fits, RRB
requires that the em ployee’s last reg
ularemploy mentbe forere tirementor
death wasintherailroadindus try.Ifa
railroad employee or his or her sur vi
vors do not qual ify for rail road re tire-

ment ben e fits, the RRB trans fers the
employee’srail roadre tire mentcred-
its to SSA. SSA treats them as So cial
Securitycredits.

Pay roll taxes paid by rail road em-
ploy ers and their em ploy ees pro vide
the pri mary source of in come for the
RailroadRetirement-SurvivorBene-
fit pro gram. By law, rail road re tire-
ment taxes are co or di nated with So-
cial Security taxes. Em ployees and
em ploy ers pay tier I taxes at the same
rate as Social Security taxes. TierIl
taxes financerail road re tire ment ben
e fit pay ments that are higher than So-
cial Securitylevels.
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Railroad Railroad Retirement Account Estimated Activity

N (l biliors ofdollars)
cont. 70
60 7
Other sources of pro gram income 50 -
include: Annual co ntributions

* Financialinterchanges with 40 -
the So cial Se cu rity trust funds. 30 )
* Intereston investments. | A . ad
+ Revenueresulting from Fed - 200 T T
eral in come taxes on rail road 10 - )
retirementbenefits. | Annual expenditures
« Appropriations(provided af_ 0

ter 1974 as part of a phase-out
of cer tain vested dual ben e fits). 2000 2012 2024 2036 2048 2060 2072

The net book value of as sets in the Hscalyears
RailroadRetirement AccountatSep-

tember 30, 1999, was $21.9 bil lion.

Railroad Retirement Account Present Value Estimates
for the Period of 75 Years into the Future,
Beginning September 30, 1999*

(In billions of dollars)

Present value of contributions to December 31,2074 ... ..... ... .. . ... 66.5

Assets in the Railroad Retirement Account as of September 30, 1999. . ...........

*These fig ures take into ac count fu ture
en trants as well as for mer and pres ent em ploy ees.

Present value of expenditures to December 31,2074 . ... ..... ... ... ... ... 755
Present value of excess estimated expenditures over 9.0
estimated contributions . . . ... ... L -

21.9
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The Black Lung Dis-
ability Bene fits pro gram
compensateseligible
coalminers who are dis.
abled be cause of em-
ploy ment-related pnew
moconiosis(blacklung
disease). The program
providesbothmedical -
andsurvivorbenefits.
UnderPart C, the Black
Lung Dis abil ity Trust
Fund (BLDTF) pro vides
benefitpay mentstoel
gible disabledminers
whennoresponsible
mineoperatorcanbeas
signedtheliability. The
DepartmentofLabor
(Labor)operatesPartC

Black Lung Fund Estimated Activity

(In millions o fdollars)

2,500

2,000 A

1,500 T

1,000

500 -1

Annuale xpenditures

Annual contributions

0

2000 20 10 2020

Fiscalye

2030 2040

ars

of the Black Lung Dis-
abilityBenefitsprogram.

Excisetaxesoncoal mineoper a
tors, based on the sale of coal, par-
tially fund the black lung dis abil ity
pay ments and there lated ad minis tra
tive and in ter est costs. Intragovern-
men tal ad vances to the Black Lung
Dis abil ity Trust Fund, which must be

re paid with in ter est, fund the short-
fall.

Under current conditions,analysts
projectthatscheduledreductionin
taxes on coal sales will de crease cash

in flows for the year 2014 and be yond.
Be tween the years 2013 and 2015,
projectionsesti mate a49-percentde-
creaseinex cise tax col lec tions. By
the year 2040, the rate re duc tion is ex-
pected to de crease cash in flows by a
to tal of more than $12.6 bil lion.

To ad dress the Black Lung Dis abil
ity TrustFund’s grow ing deficit
prob lem, the fis cal 2001 bud get states
thatthe Ad ministration will pro pose
legislationthat will re struc ture the

BLDTFdebt and ex tend ex cise taxes
at cur rent rates.

Thetotal liabilities (netborrowings
from Trea sury to cover ben e fit pay-
ments) of the Black Lung Dis abil ity
Trust Fund ex ceed as sets by $6.3 bil-
lion. Thisdeficit representsthe accu-
mu lated short fall of ex cise taxes nec -
es sary to meet ben e fit pay ments and
interestex penses.Intragovernmental
ad vances, which the Trust Fund must
;e pl)ay within ter est, fi nance the short-

all.

(In billions of dollars)

Black Lung Disability Trust Fund Present Value Estimates
for the Period of 41 Years into the Future, Beginning September 30, 1999

Present value of contributions to September 30, 2040

Present value of expenditures to September 30,2040. . ......... ... ... ... . ...

Present value of excess estimated expenditures over
estimated contributions . ... .. ... . . i e e

Excess of liabilities over assets in the Black Lung Disability Trust Fund
as of September 30, 1999. . ... e e e e e e

16.7
7.3




STEW ARD SHIP IN FORMATION

63

Congress created the Unem
ployment Trust Fund in 1935.
The Fund pro vides income as sis -
tancetounem ployed workers
who have lost their jobs through
no fault of their own. A unique
sys tem of Fed eral and State part -
nershipsadministersthe Unem-
ploymentInsuranceprogram.
Althoughestablished by Fed eral
law, State of fi cials ex e cute the
pro gram. Labor pro vides broad
policy guid ance and pro gramdi -
rec tion. State unemployment in -
surance statutesestablishlocal
pro gram de tails, which they ad -
minister.

Federal and State unem ploy
ment taxes paid by em ploy ers fi -
nance the UnemploymentTrust
Fund. The Governmentdeposits
those funds in the Un em ploy-
ment Trust Fund and re ports the
in come as Fed eral tax rev e nue.

TotalUnemploymentTrust
Fundassetsexceededliabilities
by $78.9 bil lion. This bal ance
approximatestheaccumulated
sur plus of tax rev e nues and the
earning ontheserev e nues. This
surplusremainsavailable to sup -
plementfuturebenefitpay ments
ifand when annualrev e nuesbe -
comeinsufficient. Treasuryin-
vests the sur plus in Fed eral debt
securities.

Unemployment Fund Estimated Activity

(hbilions ofdollars)

60
50
40
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Annual cortributions

Anmalexpenditure s
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2007

Unemployment Trust Fund Present Value

Estimates in Nominal Dollars for the Period

of 9 Years into the Future,
Beginning September 30, 1999

{In billions of dollars)

Present value of contributions
to September 30,2008 ..............

Present value of expenditures
to September 30, 2008 ..............

Present value of excess
estimated contributions
over estimated expenditures. . .........

Excess of assets over liabilities in the
Unemployment Trust Fund
as of September 30, 1999 (Note 19).. ...

33.8

78.9
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Stewardship

Investments

'

Stew ard ship Investments fo cus on
G overn ment pro grams aimed at pro
vidinglong-term ben e fits by im prov
ing the Nation’s pro duc tiv ity and en
hancingeconomic growth. These
investments can be providedthrough
direct Fed eral spend ing or grants to
State and lo cal gov ern ments for cer

taineducationand training programs,
research and de vel opment, and fed er-
ally fi nanced but not fed er ally owned
prop erty, such as bridges and roads.

Whenincurred, these in vest ments are
included asexpensesindeter mining
the net cost of op er ations.

The Fed eral Gov ern ment makes
grants and pro vides funds for the
pur chase, con struc tion and/or ma-
jorreno vation of State and lo cal
governmentphysicalproperties.

TheFederal High way Adminis-
trationreim burses States for con-
struc tion costs on pro jects re lated
totheFed eral High way sys tem.
Im prove ments tonational high
ways, inter state sys tems, sur face

trans portation as well as con ges-
tionmitigationandair quality
im prove ment are backed by these
efforts. Statescontribute 10 per-
cent of the cost for in ter state sys -
tem improvements and 20 percent
of costs for other con struc tion.

TheEnvironmental Protection
Agency (EPA) provides in frastruc-
ture as sis tance to State and tribal
gov ern ments. This as sis tance is in
the form of grants for the con struc -
tion of wastewater and drink ing
watertreatmentfacilitiesand
ground water protection.

Mean while, for mula grants as
sist urban and non-urban areas.
Statesandlocalities usethese
grants for a vari ety of mass tran sit
purposesincluding planning, con-

struc tion of fa cil i ties, and pur-
chases of railcars and buses.
Funding also pays for trans por ta-
tion for the el derly and dis abled.

TheFederal Aviation Adminis
tration’s (FAA’s) Air Trans por ta-
tion pro gram pro vides fund ing to
sustainthecurrentinfrastructure
andad vancesmodernizationand
im prove ment of the Na tional Air-
space system.

General TransitAdministration
discretionary grants pro vide capi-
tal as sis tance to fi nance ac qui si-
tion,construction,reconstruction
and im prove ment of facili ties and
equipment.Discretionary grants
fund the cate gories of new starts,
fixed guidancemodernizationand
bus and bus-related ac tiv i ties.

Investments in Non-Federal Physical Property for the Period Ended

September 30

(In billions of dollars)

Highway program

‘Water infrastructure grants, Environmental Protection Agency

Formula grants
Air transportation '

General Transit Administration

Economic Development Administration

Washington Metro

Investments from all other programs. . .. ... .. . .. . .

Fiscal 1999 investments in non-Federal physical property . .. ...............
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The Fed eral Gov ern ment runs sev.
eral pro grams that in vest in hu man cap-
ital. Those in vest ments go to ward int
creasing and main taining a healthy
economy by educating and training the
gen eral public. Costs donotinclude
training ex penses for Fed eral work ers.

Education Grants and
Administrative Programs

Educationgrantactivitiescoverim-
prove ments of both pub lic and pri vate
preschoolandsecondaryeducation; as
sistancetopost-secondary ed ucational
institutionsandstudentspursuinga
post-secondaryeducation; programs
thatassistineducatingchildrenand
adults with spe cial needs and dis abil +
ties;bilingualeducation;and voca
tional-technicaleducation.

Employment and Training
Administration

The De part ment of La bor pro vides
job train ing for the gen eral public to in-
crease and main tain na tional eco nomic
productivecapacity. Programsinclude:
adultem ploy ment and train ing; dis lo
cated workerem ploy mentand training;
youth train ing; school-to-work op por
tuni ties; Job Corps; training pro grams
for Native Americans and mi grant and
seasonal farm workers.

Federal Family Education
Loan Program

TheFed eral Family Edu cation Loan
pro gramoper ates with State and pri vate
non profit guar anty agen cies to pro vide
loanguaranteesandinterestsup ple
ments on loans by pri vate lend ers toel +

giblestudentsattendingparticipating
post-secondary schools.

Veterans Benefits
Administration

This agency pro vides train ing to as-
sistdis abled veter ans tobe come em-

ployable. Educational assistancealso ,
is pro vided to vet er ans un der the GI
bill.

National Institute of Health
(NIH) -

The NIH Re search and Training and
Career De vel opment pro gramad

dresses the need for trained per son nel
to con duct med i cal re search. The pri-

mary goal is to pro duce highly trained
investi gators whoare likely to per form
re search that willbene fitthe Nation’s

health.

Veterans Health
Administration

This agency provideseducationand
train ing ef forts for health pro fes sion
stu dents and res i dents through part ner-
ships with affiliated academicinstitu
tions.

Bureau of Indian Affairs

This agency provideseducationand
Job Corps pro grams.

(In billions of dollars)

Investments in Human Capital for the Period Ended September 30

Veterans Benefits Administration
National Institutes of Health
Veterans Health Administration

Education grants and administrative programs
Employment and training administration

Federal family education loans program

Bureau of Indian Affairs. . ...... . i e e e
Investments from all other programs. . . . ... ... i e

Fiscal 1999 investments in human capital .. ......... ... ... ... .. .. .....

i

,»,,ﬁ;e@s'eaxch wancxlmDeveIpm:’ent

Federalinvestmentsinresearch
anddevelopment com prise those ex-
penses for basicre search,ap pliedre-
searchandde velopment that are in-
tended to increase ormaintain
national economic productivecapac-
ity or yield other futurebenefits.

Investmentsinbasicresearcharea
systematicstudy to gain knowledge

orunderstandingofthe fundamental
as pects of phe nom ena and of ob serv.
able facts with outspecificapplica
tions to ward pro cesses or prod ucts in
mind.

Investmentsinappliedresearchare

asys tem atic study to gainknowl edge
orunderstandingnecessary fordeter-

min ing the means by which arec og-
nized and spe cific need may be met.

Investmentsinde velopmentare
sys tem atic use of the knowl edge and
understanding gained fromre search
forthe productionofusefulmaterials,
devices, sys tems, or meth ods, in clud-
ing the de sign and de vel op ment of
prototypesand processes.
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Research and Development, cont.

Investments in Basic Research for the Period Ended September 30

(In billions of dollars})

National Institutes of Health . . ... ....... .. ... . .......... [ 7.9
Department of Energy. . . ... .. i e 25
Science, Aeronautics and Technology .. .......... .. .. . . i, 1.8
Department of Defense. . . .. ... .. . e 141
Environmental Protection Agency . ... ........ . .. i 06
Agricultural Research. . ... . e s 04
Cooperative State Research, Education and Extension Service . ............... 0.2
Investments from all other programs . . . .. ... .. ... .. . i i 1.1
Fiscal 1999 investments in basicresearch . ............. ... ... ... ... .... 156
Investments in Applied Research for the Period Ended September 30
(In billions of dollars)
National Institute of Health. . . ... ... ... ... ... . 3.9
Department of Defense. . . .. ... .. e ’ 3.0
Science, Aeronautics and Technology . ........... iy 2.6
Department of Energy. . . .. ... ... e 2.0
National Oceanic and Atmospheric Administration . . . .. ..................... 1.0
U.S. Geological SUIVEY. . . . ..o e 0.7
Investments from all other programs . . . ....... ... ... i i i 3.0
Fiscal 1999 investments in appliedresearch. . ........... ... ... ... ... ..., 16.2
Investments in Development for the Period Ended September 30
(In billions of dollars)
Department of Defense. . ... ... . o i e 319
Science, Aeronautics and Technology . ... ......... . ... 27
Human Space Flight. . ... ... . 25
Department of Energy. . . . .. .. e 22
National Institutes of Health . .. ... ... ... ... . 17
Investments from all other programs .. . ......... ... ... . . i i 04
Fiscal 1999 investments in development . . . ......... ... ... .. 414
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Current Services Assessment

The Current Ser vices Assessment
tableshowsthe Of ficeof Manage ment
and Bud get’s (OMB’s) es ti mated re-
ceipts, outlays, and sur plus ordeficitin
the bud get if no changes are made to
lawsthatare already enacted. Receipts
and manda tory outlays, such as Social
Securitybenefitsand netinterest,in
volveongoingactivitiesthatgenerally
operateunderpermanent le gal au thor
ity au thorized by leg is lation. The cur
rent ser vices es ti mates of re ceipts and
mandatory spend ing as sume thatre-
ceipts and man da tory spend ing con
tinue in the fu ture as spec i fied by cur.
rent laws. The current ser vices
estimatesfordiscretionaryspending
assumedis cre tion ary fund ing for fis.

cal2000equals ap propriationsenacted
by Con gress. It also as sumes that dis-
cretionary funding forsubsequent
years holds con stant in real terms. Be_
cause laws al ready en acted pro vide the
bases for currentser vices es ti mates,
they do not con sti tute a pro posed bud.
get, nor do they pre dict the most likely
budget outcomes.

Thecurrentser vices es timates may
be used to as sess the sustainability of
pro grams under currentlaw. That s,
they may be used to pro ject if fu ture
resourcescansustainpublicser vices
and meet ob li gations as they come
due. In this way, they can warn of fu-
ture problems inherentincurrentlaw.

They also can pro vide a bench mark
against which tax and spend ing pro-

pos als can be com pared. Cur rent ser

vices estimates areuse fulinassessing
the mag ni tude of pro posed changes.

Also, they canprovideananalytical

perspectiveofGovernment by show.

ing the short- and me dium- term di rec-

tion of cur rent pro grams.

Thefol low ing sched ule pres ents the
actual bud getresults for fiscal 1999
and the currentser vices es ti mates for
all Fed eral taxes and spend ing pro-
grams for the sub se quent 6 years. It
showsre ceipts by source and out lays
by func tion. The es ti mates for these
years are iden ti cal to the cur rent set.
vices es ti mates in the President’s bud
getforfiscal 2001. The fol low inges tk
mates are based on the same
economic, pro gram matic and other
technicalassumptionsasthecurrent
ser vicesestimatesdocument.

Current Services Assessment Receipt and Outlay Estimates
as Presented in the President's Budget
Base
Fiscal
Year
(In billions of dollars) 1999 2000 2001 2002 2003 2004 2005
Receipts:
Individual income
taxes ........... 879 952 978 1,006 1,040 1,086 1,143
Corporate income
taxes ........... 185 192 190 190 192 196 205
Social Insurance and
retirement receipts . 612 650 683 713 742 771 814
Excisetaxes ....... 70 68 69 71 72 74 76
Other receipts. ... .. 81 94 %0 100 105 1 n2
Total receipts . . . . . 1,827 1,956 2,010 2,080 2,151 2,238 2,350
Outlays:
National defense .... 275 284 295 300 309 318 326
Social Security. . . . .. 390 407 426 446 469 493 520
Medicare . . .. ...... 190 203 221 227 245 259 281
Income Security. . . .. 238 249 261 274 286 297 310
Health ............ 141 154 166 179 191 205 220
~ Veteran benefits and
services ......... 43 45 48 49 52 54 58
Education, training,
employment and
social services .. .. 56 63 69 70 72 74 76
Transportation. . . . .. 43 47 48 50 51 53 55
Other programmatic :
functions . ......... 137 148 143 139 141 143 145
Netinterest . . ... ... 230 220 208 198 189 176 161
Undistributed offsetting
receipts ......... (40) (43 (46) (49) (47) (47) @9
Total outlays. . . . . . 1,703 1,777 1,839 1,883 1,958 2,025 2,103
Unified surplus. . . 124 179 171 197 193 213 247
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United States Government
Notes to the Financial Statements
for the Year Ended September 30, 1999

Note 1.Summary of Significant AccountingPolicies

A. Reporting
Entity

This Fi nan cial Re port in cludes the
financialstatusandactivitiesofthe
executivebranchand portionsofthe
legislativeandjudicial branchesof

the Gov ern ment. This in cludes those
Governmentcorporationsthatare
part of the Fed eral Gov ern ment. The
Appendix contains alist of sig nif ¢
cantGovernmententitiesincludedin
these finan cial state ments and also
con tains a par tial list of en ti ties ex-

cluded. For the pur poses of this doc u-
ment, “Gov ernment”re fers to the
U.S. Government. The financialre-
port ing pe riod is the same used for
the an nual bud get. It is based on the
Government’s fiscal year, which
ends Sep tem ber 30.

Material intragovernmental trans-
actions wereeliminatedinconsolida-
tion, ex cept as de scribed in Note 16.

B. Basis of Accounting

e

TheFinancial Re port was generally based on
generallyacceptedaccounting principles. These
principlestypicallyrecognize:

« Expenses whenincurred.

* Non-exchangerevenuesonamodified
cash ba sis of ac count ing.

* Exchange (earned) reve nues when earned.

This basis of ac counting dif fers from thatused
forbud getaryreporting.

This fis cal year, new ac count ing stan dards be-
cameeffectivepertainingtodeferredmaintenance.

S

C. Revenue
Recognition

Governmentrevenuecomes fromtwo

sources: non-exchangetrans ac tions and
exchange transactions.Non-exchange
revenuesariseprimarily fromex erciseof
the Gov ern ment’s power to tax and levy
duties, fines and penal ties. Ex change
(earned) rev e nues arise when a Gov ern-
menten tity pro vides goods and ser vices
to the pub lic for a price.

Remittances of non-exchangerevenue
arerec ognized whenreceived. Re lated
receiv ablesarerecognized whenmeasur-

ableand le gally collectible. Re funds
and other off sets are rec og nized when
measur able and le gally pay able and net-
ted against non-exchange rev e nue.
Earnedrevenuerepresentsrevenue

earned from user charges such as ad mis-
sion fees to Fed eral parks, insurance
pre mi ums, and fees on Fed eral hous ing
and loanpro grams. Itisrecognized
when the Governmentpro vides the
goods or ser vices.
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PR TN P

-D. Direct Loans .
‘and Loan Guarantees .

Directloansobligated and loan
guaranteescommittedafterfiscal
1991 are re ported based on the pres-
ent value of the net cash-flows es ti-
mated over the life of the loan or
guarantee. Thedifferencebetween
the outstand ing prin ci pal of the loans
and the pres ent value of their net cash
inflows isrecognized as asubsidy
costal low ance; the pres ent value of
esti mated net cash out flows of the
loanguaranteesisrecognizedasalia
bil ity for loan guar an tees. The sub
sidy ex pense fordirector guar an teed
loans dis bursed dur ing a year is the

pres ent value of es ti mated netcash

out flows for those loans or guar an

tees. A subsidy ex pense also is
recognizedformodificationsmade
dur ing the year to loans and guar an

tees out stand ing and for reestimates
made as of the end of the year to the
subsidy allow ances orloan guar an tee
liability for loans and guar an tees out

standing.

Directloansobligatedandloan
guaranteescommittedbeforefiscal
1992 may be re ported un der the al
low ance-for-loss method or the pres
ent-value method. Under the al low
ance-for-loss method, the out stand ing
principal of directloans is re duced by

E. Taxes Receivable

“Taxesreceivable” primarily
consistofuncollected tax as sess-
ments,penaltiesandinterest
when tax pay ers have agreed the
amounts are owed, or a court has
determinedthe as sess ments are

owed. The Bal ance Sheet does not
includeunpaidassess ments when

nei ther tax pay ers nor a court has
agreed that the amounts are owed

(complianceassessments)orthe
Gov ern ment does not ex pect fur
thercollectionsduetofactors
such as the tax payer’s death,
bankruptcy or insolvency
(writeoffs). Taxesreceiv ableare
re ported net of an al low ance for
the es ti mated portiondeemed to
be uncollectible.

anallow ance foruncollectible
amounts; and the liabil ity forloan
guar an tees is the amount the agency
es ti mates would more likely than not
re quire a fu ture cash out flow to pay
de fault claims.

Under the pres ent-value method,
the outstand ing principal of direct
loansisre duced byanallow ance
equal to the dif fer ence be tween the
outstand ing principal and the pres ent
value of the ex pected net cash-flows;
andtheliabilityforloanguaranteesis
the pres ent value of ex pected net
cash out flows due to the loan guar an-
tees.

F. Inventories
and Related
Property

“Inventories” are valued athis tor-
ical cost. His torical costmethods in-
clude first-in-first-out, weighted av-
erage and moving average.
Estimated re paircostsreduce the
value of in ven tory held for re pair.
Excess,obsoleteandunserviceable
inventoriesare valuedatesti mated
netrealizable values.

G. Property, Plant
and Equipment

“Property, plant and equip ment” used in Gov ern ment op er ations are
carried atcost. Depreciation and amor ti za tionex pense ap plies to prop-
erty, plant and equip ment re ported in the Bal ance Sheet ex cept land, un-
limiteddurationlandrights,and constructioninprogress. Depreciation
isrec og nized us ing the straight-line method over the as sets es ti mated

use ful lives.

H. Pension and

Post-Retirement
Health Benefits

Programs

“Pension and post-retirement health ben e fitex penses” are re corded dur-
ing the time em ployee ser vices are rendered. The re lated li a bil i ties for de-
fined ben e fit pen sion plans and post-retirement health ben e fits are re.
corded ates ti mated pres ent value of fu ture ben e fits, less the es ti mated
pres ent value of fu ture nor mal cost con tri bu tions.

“Nor mal cost” is the por tion of the ac tu ar ial pres ent value of pro jected
benefitsallocatedasex pense foremployeeser vicesrenderedinthecurrent
year. Ac tu ar ial gains and losses (and prior and past ser vice cost, if any) are
rec og nized im me di ately in the year they oc cur, withoutamortization.
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J. Deferred Maintenance

. Environmental

Liabilities .

“Environmentalliabilities” are re -
corded at the es ti mated cur rent cost
toremediate haz ard ous waste and enr
vironmental contamination,assum
ing the use of cur rent tech nol ogy.
Remediation con sists of re moval,
treat ment and/or safe containment.
Where tech nol ogy does not ex ist to
cleanup haz ard ous waste, only the
estimableportionoftheliability, typ
ically safe con tain ment, is re corded.

“De ferred main te nance” is main te nance that was not per formed
when it should have been or was sched uled to be per formed and, there-
fore, is put off or de layed for a fu ture pe riod. Main te nance is the act of
keepingfixedassetsinacceptableconditionincludingpreventative
maintenance,normalrepairs,and other activitiesneededtopreserve
the as set so thatitcontin ues to pro vide ac cept able ser vices and
achieves its ex pected life. Main te nance ex cludes ac tivities aimed at
ex pand ing the capac ity of an as set or oth er wise up grad ing it to serve
needs differentfrom thoseoriginally intended. “De ferred main te-
nance”informationisdisclosedinthe Sup ple mental Informationtothe

Financial Statements.

De ferred main te nance ex penses are not ac crued in the State ment of
Net Cost, or rec og nized as li a bil i ties on the Bal ance Sheet.

e R
v en

K. Cdnﬁhgencies

e,

L. Social
Insurance

Liabilitiesforcontingencies
arerecognized onthe Bal ance
Sheet when both:

» A pasttrans ac tion or
event has oc curred.
« A fu ture out flow or

other sac ri fice of re.
sources is prob a ble and

measurable.

Theestimatedcontingentlia
bility may be a spe cific amount
or a range of amounts. If some
amount within the range is a

amount within the range, then
that amount is rec og nized. If no
amount within the range is a
better es ti mate than any other
amount, then the minimum
amount in the range is rec og
nized.
Contingentliabilitiesthatdo
not meet the above cri te ria for
rec og ni tion, but for which there
isatleastareasonable pos sibil-
ity that a loss has been in curred
are disclosed in Note
18—Commitmentsand Contin-

Aliability forsocial insur-
ance programs (Social Secu
rity, Medicare, railroadre tire-
ment, black lung and
unemployment)isrecognized
for any un paid amounts due as
of there porting date. Nolia
bility isrecognized for future
bene fit pay ments not yet due.
Forfurtherinfor mation,see
theStewardshipInformation
sectionon Stew ard shipRe

better es ti mate than any other gencies.

sponsi bil ities and Note 19 on
Dedicated Collections.

M. Related Party Transactions

Fed eral Re serve Banks (FRBs), which are not part of
thereportingentity, serve asthe Government’s de posi tary
and fis cal agent. They pro cess Fed eral pay ments and de-
posits to Trea sury’s ac count and ser vice Fed eral debt se-
curities FRBsowned $488.9 bil lion of Fed eral debt se cu-
ri ties held by the pub lic as of Sep tem ber 30, 1999. FRB
earnings thatex ceed stat u tory amounts of sur plus es tab-
lished forFRBs are paid to the Gov ern ment and are rec og-
nized as non-exchange rev e nue. Those earn ings to taled
$26.0bil lion for the year ended Sep tem ber 30, 1999. The

primary source of these earn ings is from in ter est earned
on Fed eral debt se curi ties held by the FRBs.

FRBs is sue Fed eral Re serve notes, the cir cu lat ing cur
rency of the United States. These notes are col later al ized
by spe cific as sets owned byFRBs, typically Fed eral debt
securities. Fed eral Re serve notes are backed by the full
faith and credit of the U.S. Gov ern ment.

The Gov ern ment does not guar an tee pay ment of Gow
ernment-sponsored en ter prises li abili ties such as the Fed-
eral National Mort gage As so ciationor the Federal Home
LoanMort gage Cor poration, which are pri vately owned.
These enter prises also are ex cluded from the re portingen-

tity. :
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Note 2. Cash and Other Monetary Assets

'|-Cash

; \.«g' L

“Cash,” in the amount of $60.4 bil-
lion, con sists of:
» Treasury bal ances held at the

FRBs, net of out stand ing
checks.

» Treasury balancesinspecial
depositaries , known as the U.S.

Gold

“Gold” is val ued at the stat u tory
price of $42.2222 per fine troy
ounce. As of Sep tem ber 30, 1999,
the num ber of fine troy ounces was
261,571,005. The mar ket value of
gold on the Lon don Fixing as of the
re port ing date was $299.00 per fine
troy ounce. Gold was pledged as
collateralforgoldcertificatesissued
to the FRBstotaling $11.0bil lion.
See Note 14—OtherLiabilities.

Trea sury Tax and Loan Note
accounts.

o Funds held out side of Trea-

sury and the FRBs by au tho.
rized fis cal of fi cers or agents.

» Monies held by Gov ernment
col lec tion anddis burs ing of fi
cers, agen cies’ undeposited col-
lections,unconfirmeddeposits,
and cash trans fers.

» Time de posits at fi nancial in
stitutions.

The Gov ernment maintains for mal
arrange ments with numer ous banks
to main tain time de pos its known as
“compensatingbalances.” These bal -
ances com pen sate the banks for ser-
vices pro vided to the Gov ernment,
such as main tain ing zero-balance ac-
counts for the col lec tion of pub lic
monies.

as of September 30

(In billions of dollars)

Cash and Other Monetary Assets

Cash
Gold
Domestic monetary assets

International monetary assets

Total cash and other monetary assets .. ...

;%Domestichonetary Asse;ts

“Domesticmonetary assets” consistofliquidassets,

other than cash that are based on the U.S. dol lar, in
clud ing coins, sil ver bul lion and other coin age met als.

These items to taled $1.7 bil lion.

International Monetary Assets

As sets val ued on a ba sis other than
the U.S. dol lar com prise “Inter na-
tional monetary as sets.”

The U.S. re serve possi tion in the Irr
ternationalMonetary Fund (IMF)
repre sentsanin vestmentin the IMF.
The IMF pro vides financial as sis-
tance to about 180 coun tries. It seeks
to pro mote cur rency ex change sta bil-
ity.

Only a por tion of the re quired pay-
ment to the IMF was paid in cash,
with the re main der treated as a sub-

scription. The re corded bal ance is

shown net of the sub scrip tion por tion,
whichrepresentsaletterofcreditpay
able to the IMF.

As of September 30, 1999, the re-
mainingavail ablebal anceunderthe
let ter of credit to taled $31.4 billion.
The U.S.re serve posi tion in the IMF
hasaU.S. dol larequiv alent of $19.2
bil lion as of that date.

Special Draw ingRights (SDRs) are
interest-bearingassetsobtained
through eitherIMF allocations, trans-

ac tions with IMF mem ber coun tries
orinterestearningson SDRholdings.

Treasury’sExchangeStabilization
Fund held SDRstotaling $10.3 bil lion

at the end of fis cal 1999. Those hold
ingsaresimilartoanin vestmentin
the IMF.

On Sep tem ber 30, 1999, “Otherlia-
bilities” in cluded an $6.8 bil lionin-

terest-bearingliabil ity to the IMF.
Thisliability consisted of SDRs ob-

tained through IMF allocations.
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International-
Monetary
Assets, cont.

The SDR Actof 1968 au thorized
the Secretary of the Treasury toissue
SDR certificatestoFRBsin ex-
change for cash. The value of these
certificates can not ex ceed the value
of the SDR holdings. The Secretary
of the Trea sury de ter mines when the
FRBscanre deem the SDRcertift
cates. Theliability for such re demp-

tions, which to taled $7.2 bil lion at the
end of the fis cal year, is in cluded in
Note 14—OtherLiabilities. Each
SDR was val ued at $1.38769 as of
Septem ber 30, 1999.

“Internationalmonetaryassets”
also includeforeigncurrency and
othermonetaryassetsdenominated
inforeigncurrency.

“Accountsreceivable” includingrelatedinterestre
ceiv able, rep re sent claims to cash or other as sets from
entities outside the Fed eral Gov ern ment that arise
from the sale of goods or ser vices, du ties, fines, cer tain
li cense fees, re cov er ies, or other pro vi sions of the law.

Note 3. Accounts Receivable

ber 30, 1999.

Anallow ance fores ti mated losses due to uncollectible
amounts is es tab lished when it is more likely than not
that the receivables will not be to tally col lected. Ac-
countsreceivablearenetofanallowance for
uncollectible amounts of $12.5 bil lion as of Sep tem

Accounts Receivable as of September 30

(In billions of dollars)

Agency or Program Name:
Departmentof Energy . ..... ... .. 41
Bureau of Reclamation. . . ......... ... i i e e 3.5
Foreign military sales . . . . ... .. i e e e 24
Federal family education loan program . .. ............ ... ... . ... 1.8
Operations and maintenance .. ........... .t 1.6
Multi-Peril Crop Insurance Fund. .. .. ... ... ... ... .. i 0.8
Tennessee Valley Authority powerprogram . ... ....... ..., 0.7
Hazardous Substance Superfund . . .. ....... ... ... .. . ... oL 0.6
Minerals Management Service . ........... ... . .. . ... 0.5
Mail delivery service. . ... ... . . e e 0.5
Veterans Health Administration . . ........ ... .. ... ... .. .. .. 04
Veterans Benefits Administration . . ........ ... ... ... . o o o 0.2
All Other PrOGraAMS . . .« ot ettt et e e e e e e e e e e 17.9

.0
Total accounts receivable, net. . . . .. e e e e £
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Note 4. Loan and Loan Guarantee Programs

The Fed eral Gov ern ment uses two
meth ods, di rect loans and loan guar-
anteepro grams, toac com plish the
same goals. These goals are to pro-
mote the Nation’s wel fare by mak ing
direct loans and guaranteeing
non-Federal loans to seg ments of the
populationnotad equately served by
non-Federalinstitutions. Forthose
un able to af ford credit at the mar ket
rate, Fed eral credit pro grams provide
sub si dies in the form of di rect loans
of fered at an in ter est rate lower than
the mar ket rate. For those to whom
non-Federal financialinsti tutions are
re luc tant to grant credit be cause of
the high risk in volved, Fed eral credit
pro grams guar antee the pay ment of
these non-Federal loans and ab sorb
the cost of de faults.

The long-term cost of loans and
guaranteesoutstanding forloansob I+
gatedor guar antees com mitted af ter
fis cal 1991 is the sub sidy cost al low-
ance for directloans out stand ing and
theliabil ity forloan guarantees out
stand ing as of the end of fis cal 1999.
The long-term cost for loans ob li-
gated or guar antees com mit ted be fore
fiscal 1992 is the al low ance for
uncollectible amounts (or pres ent
value al low ance) for di rect loans out-
standing and the li abil ity for loan
guarantees outstanding. The
long-term cost is based on all di rect
loans and guar an teed loans dis bursed
in fis cal 1999 and pre vi ous years that
are out stand ing as of the end of fis cal
1999. It in cludes the sub sidy cost of
theseloans and guar antees es ti mated
as of the time of loan dis burse ment
andsubsequentadjustments such as
modifications,reestimates,amortiza-
tion and write-offs.

“NetLoansReceivable” includere-
lated in ter est and fore closed prop erty.
They are in cluded in the as sets sec-
tion of the Balance Sheet.

The to tal sub sidy ex pense is the
cost of di rect loans and loan guar an-
tees rec og nized during fis cal 1999.1t
con sists of the sub sidy ex pense in-

curred for di rect and guar an teed loans
dis bursed during fis cal 1999, for

modifications made dur ing fis cal
1999 of loans and guar an tees out
stand ing, and for reestimates as of the
end of fis cal 1999 of the cost of loans
and guar antees out stand ing. This ex-
pense is in cluded in the State ment of
Net Cost.

The Direct Student Loan pro gram,
establishedinfiscal 1994, of fers four
types of ed u cation loans: Stafford,
Unsubsidized Stafford, PLUS for par-
entsandconsolidationloans.Evi
dence of fi nancial need isre quired for
astudenttoreceiveasubsidized
Stafford loan. The other three loan
pro grams are avail able to borrow ers
atall in come lev els. These loans usu-
ally ma ture 9 to13 years af ter the stu-
dentisno lon gerenrolled. They are

_unsecured.

RuralElectrificationand Telecom-
mu ni ca tions loans are for the con
structionandoperationof generating
plants, elec tric trans mis sion, and dis-
tributionlinesorsystems. These
loanscarryanaveragematurity of
greater than 20 years and are usu ally
secured.

Themajorrural programsare
funded through the Ru ral Housing In-
surance Fund pro gram ac count,
which includes:

* Very low and low-to-moder
ate in come home own er ship
loans and guar an tees.

* Very low-income housing re-
pair loans.

* Multifamily housingloans
and guarantees.

» Domesticfarmlaborhousing
loans.

* Housing site loans.

* Credit sales of ac quired prop-
erty. ’

Loan pro grams are lim ited to ru ral
areasthatinclude towns, vil lages and
other places not part of an ur ban area.
The ma jor ity of these loans ma ture in
ex cess of 25 years and are se cured by
the prop erty of the bor rower.

TheFederalFamilyEducation
Loan pro gram, for merly known as the

Guaranteed StudentLoanpro gram,
wasestab lishedinfis cal 1965. Like

the Direct Stu dent Loan pro gram, it
of fers four types of loans: Stafford,
Unsubsidized Stafford, PLUS for
parentsand consolidation loans.

The Agency for In ter na tional De
vel op ment pro vides eco nomic as sis-
tance to se lected coun tries in sup port
of U.S. ef forts to pro mote sta bil ity
andsecurity inter estsinstrate gicre-
gions of the world.

Ex port-Import Bank aids in fi nanc-
ing and pro moting U.S. ex ports. To
accom plishitsobjectives,thebank’s
au thor ity and re sources are used to:

* Assume com mer cial and po-
lit i cal risk that ex port ers or pri
vateinstitutions are unwilling

or are un able to un der take.

* Overcome ma turity and other
limitationsin pri vate sec tor fr
nancing.

* Assist U.S. ex ports to meet
foreign of fi cially spon sored ex
portcreditcom petition.
 Providelead er ship and guid-
ance in ex port fi nanc ing to the
U.S.ex porting and bank ing

com mu ni ties and to for eign bor-
rowers.

Re pay ment terms for these loans
are usu ally 1 to 7 years.

The Fed eral Housing Ad minis tra
tion (FHA) pro vides mort gage in sur-
anceencouraginglend ers tomake
credit avail able to ex pand home own-
ership. FHA predominatelyserves
borrowers that the con ven tional mar-
ket does not ad e quately serve such as
first-time home buyers, minorities,
lower-incomefamiliesandresidents
of un der served ar eas.

VeteranHousing Benefitsprovide
partial guar anty of res i den tial mort-
gageloansissuedtoeligible veterans
reservists and ser vice mem bers by
privatelenders. This guaranteeal-
lowsveterans,reservists and service
mem bers to pur chase a home with out
asub stan tial down pay ment.

Otherloan guaranteesinclude:
Small Business Administrationloans
to minor ity busi nesses; and the Farm
Ser vice Agency for farm own er ship,
emer gency and di sas ter loans.




NOTES TO THE FI NAN CIAL STATEMENTS 75

Loan and Loan Guarantee Programs as of September 30

Long-term Subsidy
Cost of Amount Expense
Loans Loans and Net Guaranteed for the Fiscal
and Loan Loan Loans by the Year ended
Guarantees Guarantees Receiv- Federal September 30,
(In billions of dollars) Qutstanding Outstanding able Government 1999
DirectLoans:
Federal direct
student loans ........ 46.5 0.4 46.1 : 0.4
Rural development . . . . .. 68.9 13.1 55.8
Federal family
education
loan programs. . ...... 23.7 14.5 92
Assistance for states
of the former
Soviet Union . . ....... 11.0 4.4 66
Food for progress
credits . ............ 10.6 7.2 34 0.5
HUD, all other ......... 10.3 0.6 97
Direct loans
for spectrum
auctionsales......... 8.3 0.4) 87 1.2
Export credit
guarantees. . ........ 6.9 3.9 30
All other direct loan
programs ........... 49.9 8.7 41.2 1.7
236.1 52.4 1837 3.8
Total ..............
Guaranteed Loans:
Federal Housing
Administration. . . ... .. 551.4 5.9 508.1 (5.2)
Veterans housing
benefit program. ... ... 2135 5.8 84.0 1.1
Federal family
education
loan programs. . ... ... 127.6 12.2 121.2 3.1
Small business loans . . .. 39.6 1.4 31.9 0.1)
Financing account
guarantees and
insurance . .......... 24 .2 5.6 24.2 1.9
Rural Housing Service. . . . . 10.0 0.2 9.0
All other guaranteed
loan programs. . ...... 38.6 4.0 36.9 1.0
1,004.9 35.1 815.3 1.8




76 NOTES TO THE FI NAN CIAL STATE MENTS

Note 5. Taxes

Receivable

Taxesreceivable are the gross
tax receivablesnetofallowance
for doubtful ac counts.

(In billions of dollars)

Taxes Receivable as of September 30

Gross taxes receivable. .. ........... 79.2
Allowance for doubtful accounts . . . . ... _(565)
22.7

Taxes receivable, net .

Note 6. Inventories and Related Property

(1)

“Inventoriesandre lated property
consistofthe cate gorieslisted below,
net of al low ance for ob so lete and un-
serviceableinventory,asof Septem-
ber 30, 1999.

“In ven tory held for sale” in cludes
tan gi ble per sonal prop erty held for
sale, net of al low ances.

“Operating Materials and Sup
plies” are com prised of tan gi ble per-
sonal prop erty pur chased for use in
normaloperations.

“Ma te rials and sup plies held for fu
ture use” in clude tan gi ble per sonal
prop erty not readily avail able in the

than a re mote chance that they will
even tu ally be needed.

“Stockpilematerials”arestrategic
and critical ma teri als held for use in
national defense,conser vationorna
tional emer gen ciesdueto statu tory
requirements; forexample,cobalt,tin
and nickel.

“Commodities” includeitemsof
com merce or trade that have an ex-
change value used to sta bi lize or sup-
port mar ket prices.

“Seizedmonetaryinstruments”
comprise only monetary in struments.
Thesemonetaryinstrumentsare

owner ship. Therelatedliabil ity isinr
cluded in “Other liabilities.” Other
property seized by the Government,
such asreal prop erty and tan gi ble
per sonal prop erty, isnotincluded asa
Governmentas set. Itis ac counted for
in agency prop erty-management re-
cords until the prop erty is for feited,
returned oroth er wise liq ui dated.
“For feited prop erty” is com prised
ofmonetaryinstruments,intangible
property,real property andtan gible
per sonal property ac quired through
forfeiture proceedings;property ac-
quired by the Gov ern ment to satisfy a
tax liabil ity; and unclaimed and aban-

mar ket or held be cause there ismore  awaitingjudgementtodetermine donedmerchandise.
Inventories and Related Property as of September 30
(Inbil lions of dol lars) Defense All Others Total
Inventory heldforsale ... .............. 67.0 1.1 68.1
Operating materials and supplies .. ....... 40.9 5.5 46.4
Materials and supplies held for future use. . . 17.8 0.1 17.9
Stockpile materials ................... 2.8 37.5 40.3
Commodities. . ...................... - 0.4 0.4
Seized monetary instruments . ........... - 0.1 0.1
Forfeited property . . . ................. - 0.1 0.1
Total inventories and related property . . . 1285 44.8 173.3
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“Property, plant and equip ment” con sistof tan gi ble as sets, includ-
ing land, build ings, struc tures and other as sets used to pro vide goods

N Ote 7 . and services. Certaintypesoftan gible as sets, col lec tively re ferred to
as “Stew ard ship As sets,” are not re ported as prop erty, plantand
Pro pe rty, Pla nt equipment or else where on the Bal ance Sheet. This is based on ac-

countingstandardsthatbecameeffective for fiscal 1998. “Stew ard-
shipassets”include “Nationalde fense assets,” “Heritageassets” and
“Stew ard ship land.” These as sets are pre sented in the Stew ard ship In-
formationsection.

and Equipment

Property, Plant and Equipment as of September 30
Accumulated
Depreciation/
(in bil lions of dol lars) Cost Amortization Net
Buildings, structures and facilities .......... 284.8 135.3 149.5
Furniture, fixtures and equipment .......... 151.0 75.0 76.0
Construction in progress. . . .............. 49.3 - 49.3
Land and land improvements . . ........... 25.4 5.5 19.9
Automated data processing software. . ... ... 3.8 2.0 1.8
Assets under capitallease ............... 1.5 0.5 1.0
Leasehold improvements . ............... 2.0 . 0.7 1.3
Total property, plant and equipment . . . ... 517.8 219.0 298.8
Note 8. Other Assets Other Assets as of September 30

(In billions of dollars)

Thecate gory of “Other as sets” con sists of ad

vances and pre pay ments, se curi ties and in vest ments, Securities and investments . . . .. .. 17.2

. andotherGovernmentassets notother wiseclassified. Advances and prepayments. . . . . .. 13.0
This fig ure pres ents se curi ties at cost, netof unamor-
tized pre mi ums and dis counts. Other....................... 241

Total other assets . . .......... 243
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Note 9.

Accounts
Payable

The figureunder“Accounts pay-
able”includes “Inter estonFed eral
debt se curities held by the pub lic.”
Thisreflectsunpaidinterestaccrued
on Federal debt se curi ties held by the
pub lic (see Note 10) as of Sep tem ber
30, 1999. Other ac counts pay able are
for goods and prop erty or dered and
re ceived, and for ser vicesren dered
by other than em ploy ees.

Note 10.
Federal Debt

Securities
Held by
the Public

“Fed eral debt held by the pub lic”
totaled $3,631.6 bil lion at the end
offiscal 1999. Theaccompanying
FederalDebtSecuritiestablede-
tails Governmentborrowing to fi-
nanceoperations. Thistableshows
debtat face value. Unam or tized pre-
mi ums are added and un am or tized
dis counts sub tracted.

“Intragovernmental holdings”
repre sentthe portion of the gross
Federal debt held as in vest ments by
Governmententities.

This in cludes ma jor trust funds.
Formoreinformationontrust
funds, see Note 19—Ded i cated Col-
lections. Thisreporteliminates

(in billions of dollars)

Accounts Payable as of September 30

Agency:

held by the public

NASA

HUD

AID

Interest on Federal debt securities

All other departments . . ...

Total accounts payable. . . ...............

Definitions of Debt

» Gross Federal Debt - All Government debt, whether is-
sued by Treasury (Trea sury se curities) or by other agen-
cies (agency securities). “Gross Federal debt” is either held
by the pub lic or by Fed eral Gov ern ment en tities.

« Debt Held by the Public - Fed eral debt held out side the
Governmentbyindividuals, corporations, State orlocal

gov ernments, the Fed eral Re serve Sys tem, andfor eign
governments and central banks.

+ Intragovernmental holdings - Fed eral debt held by

Gov ern ment trust funds, re volving funds and special funds.

intragovernmental hold ings in con.
solidation.

Securitiesthatrepre sentdebtheld
bythepublicareprimarilyissued by
the Trea sury and in clude:

* Interest-bearing marketable
securities (bills, notes and
bonds).

* Interest-bearing nonmarket
able securities (foreign series,
State and lo cal gov ern ment se-

ries, do mes tic series, and
savings bonds).

* Non-interest bear ing debt
(ma tured and other).

As of Sep tem ber 30, 1999, $5,568
bil lion of Fed eral debt was sub ject
toastatutorylimit (31 U.S.C.
3101). That limit was $5,950 bil
lion. The debt sub ject to the limit irr
cludes:

+ Debt held by the public and
intragovernmentalhold ings,
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less most agency securities, Fed eral Fi nancing Bank debt,
N Ote 1 0 . Fede I‘al miscellaneousdebt,and unrealized dis counton Gov ern ment
accountseriessecurities.

De bt’ co nt " * Unamortized netdis counts on pub lic is sues of Trea sury
notes and bonds (other than zero-coupon bonds).

Federal Debt Securities Held by the Public as of September 30

Net . Average
Beginning Change  Ending Interest
Balance During Balance Rate
Sept. 30, Fiscal Sept. 30, During
(In bil lions of dol lars) 1998 1999 1999 Fis cal 1999
Treasury Securities:
Marketable securities ................... 3,331.0 (98.0) 3,233.0 6.341%
Non-marketable securities................ 2,187.7 2266  2,414.3 6.674%
Non-interest bearing debt .. .............. 7.5 1.5 9.0

Total Treasurv securities . .............. 5,526.2 130.1 5,656.3

Plus: Unamortized premium
on Treasury securities. . .. ............ 16.9 (0.9 16.0
Less: Unamortized discount
on Treasury securities. . . . ............

Total Treasury securities,
net of unamortized premiums
anddiscounts. . . .................

78.9 15 80.4

5,464.2 127.7 5,591.9

Agency Securities:

Tennessee Valley Authority . .. ............ . 267 (0.8) 25.9
All otheragencies. . ..........ccovuven... 23 (0.2 2.1
Total agency securities,
net of unamortized
premiums and discounts . .. ......... 20.0 (1.9 28.0
Total Federaldebt ................ 5,493.2 126.7 5,619.9

Less: Intragovernmental holdings,
net of unamortized premiums

anddiscounts . .................

Total Federal debt securities 3717.7 86.1 3.631.6
held by the public .. ............ - (86.1) -

1,775.5 212.8 1,988.3

Typesof marketablesecurities:
Bills—Short-term ob li ga tions is sued with a term of 1 year or less.

Notes—Me dium-term ob li ga tions is sued with a term of at least 1 year, but not more than 10 yeas.
Bonds—Long-term ob li ga tions of more than 10 years.
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Intragovernmental Holdings: Federal Debt Securities
Held as Investments by Government Accounts as of September 30

Net
Beginning Change Ending
Balance During Balance
Sept. 30, Fiscal Sept. 30,

{In billions of dollars) 1998 1999 1999
SSA, Old-Age and Survivors Insurance .. ............ 653.3 108.9 762.2
OPM, civil service retirement and disability . . .. ... e 451.3 30.0 481.3
DOD, military retirement ... .......... ... .. ... ... 1338 75 141.3.
HHS, Hospital Insurance Fuﬁd ..................... 1183 354 153.7
SSA, disability insurance. . . .......... .. ... .. ..., 77.0 15.7 92.7
Labor, unemployment. . . . . ... .. ..o oL, 70.6 6.8 77.4
HHS, supplementary medical insurance . ............. 39.5 (13.0) 26.5
FDICfunds. . ...... .. .. i 39.1 1.7 40.8
Railroad Retirement Board. . . ... ......... e 21.8 26 24.4
OPM, Employees Life Insurance .. ................. 19.4 ' 1.3 20.7
Transportation, Highway TrustFund . . ............... 17.9 10.2 28.1
Energy, nuclear waste disposal . RARREEEREEEETETERE 11.2 4.0 15.2
All other programs and funds . . .. ... ...l 1176 80 125.6

Subtotal ...... ... ..., 1,7708 21941 1,989.9
Plus: Unamortized net premiums (discounts).......... 4.7 (6.3) (1.6)

1,77585 212.8 1,988.3

Total intragovernmental holdings, net ... ..........
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The Government of fers its em ploy ees life and health in sur ance, as
well as re tire ment and other ben e fits. These ben e fits ap ply toci vil ian
andmilitaryemployees.

TheFederal Governmentad ministers more than 40 pen sion plans.
N Ote 1 1 . The Of fice of Per son nel Man age ment (OPM) ad ministersthelargest

civilianplan. De partment of De fense (DOD), mean while, ad minis ters
Fede ra I E m p I Oyee the larg est military plan. The Government of fers both de fined bene fit
anddefinedcontributionpensionplans. Thelargestarede fined benefit
plans. The change in ac tu ar ial ac crued post-retirement health ben e fits
liability and com po nents of re lated ex pense for fis cal 1999 are pre.
sented be low.

and Veteran
Benefits Payable

Federal Employee and Veteran Benefits Payable as of September 30

(In billions of dollars) Civilian Military Total
Pensions. . ........ .. .. .. . 1,025.2 661.8 1,687.0
Post-retirement health benefits . ................ 179.7 196.2 3759
Veterans compensation
and burialbenefits . . . .. ...... ... o oL - 483.2 4832
Liability for other benefits. . .. .................. 49.0 5.6 54.6
Total Federal employee and 12539 1.346.8 2600.7

veteran benefitspayable. . . ................

Change in Actuarial Accrued Pension Liability
and Components of Related Expenses
(In billions of dollars) Civilian1 Military Total
Actuarial accrued pension liability,
as of September 30, 1998. .. ................. 990.3 6505 1,640.8
Pensionexpense:
‘Normal costs ..........co it 2.2 10.4 R.6
Interest on liability. . . ....................... 72.0 33.7 105.7
Plan amendments and assumption changes ...... - 5.7 5.7
Actuarial (gains)/losses. . .. ....... ... (132) (6.5) (19.7)
Total pensionexpense . . ................... 81.0 43.3 124.3
Benefitspaid ............................. (46.1) (32.0) (78.1)
Actuarial accrued pension liability,
as of September 30,1999 ................ 1,0252 6618 1,687.0
1 Does not in clude U.S. Tax Court and ju di cial branch

i

Significant Assumptions Used in Determining
Pension Liability and the Related Expense

(In percentages) Civilian Military
Rateofinterest .. ........ ... ... ... ... .. ...... 7.00% 6.25%
Rate of inflation. . .. .......... ... ... . ... ..... 400% 3.00%

Projected salary increases . .................... 4.25% 3.50%
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Change in Actuarial Accrued Post-Retirement Health Benefits Liability
and Components of Related Expenses
(In billions of dollars) Civilian Military Total
Actuarial accrued post-retirement
health benefits liability,
as of September 30,1998. . .. ... ... ... .. ... ..., 181.8 223.4 405.2
Prior period adjustments. . . .. ... u e - (37.5) (37.9)
Corrected beginning post-retirement health
benefits liability . . . .. ........ ... . .. 181.8 185.9 367.7
Post-retirement health ben efits expense:
Normalcosts ................ e e 60 4.7 10.7
Interest on liability. . .. ...... ... ... ... ... .. ... 11.8 120 23.8
Actuarial (Qains)/IoSSeS . . . ..o v it (135) - (13.5)
Total post-retirement
health benefits expense . .. ................... 43 16.7 21.0
Claims paid . .. ..ottt (6.4) (6.4) (12.8)
Actuarial accrued post-retirement 179.7 196.2 375.9
health benefits liability, as of September 30, 1999 . . .
Significant Assumptions Used in Determining
Post-Retirement Health Benefits and the Related Expense
(In percentages) . Civilian Military
Rateofinterest. . .. .. ... ... ... ... ... ... ... 7.0% 6.5%
Rate of health care costinflation. . ............... 7.0% 4.5-10.4%

Civilian Employees

Pensions

Thelargestcivilianpensionplanis
administeredby OPM and cov ers ap-
prox imately 90 per cent of all Fed eral
civilianem ploy ees. This planinr
cludes two com po nents of de fined
ben e fits. Those are the Civil Ser vice
RetirementSystem (CSRYS) and the
Federal Employees’ RetirementSys-
tem (FERS). The basic ben e fit com-
po nents of the CSRS and the FERS
arefinanced and op erated through the
Civil ServiceRetire mentand Dis abit

ity Fund (CSRDEF).

CSRDF mon eys are gen er ated pri
mar ily from em ploy ees, agency con
tributions, pay ments from the gen eral
fundandinterestoninvestmentsin

Federaldebtsecurities. See Note
19—DedicatedCollections,Civil
ServiceRetirement and Dis abil ity
Fund.

The Fed eral Re tire ment Thrift In-
vestmentBoard,anindependent
Governmentagency,operatesthe
Thrift Savings Plan. Fed eral em ploy
eesandretireescoveredbyCSRS and
FERS own the fund’s as sets. This Fi
nan cial Re port ex cludes this fund be
cause the employees own its assets.

Fed eral debt held by the fund is in-
cluded and classified as Federal debt
held by the pub lic. FERSem ploy ees
may contrib ute up to 10 per cent of
base pay to the plan, which the Gov
ern ment matches up to 5 per cent.
CSRS employ ees may contribute up
to 5 per cent of base pay with no Gov
ern ment match.

The Thrift Sav ings Plan held $29.4
bil lionin non market able Treasury se

curitiesasof Sep tem ber 30, 1999.
The Fed eral Gov ernment’s re lated li-
abilityisincludedin “Total Fed eral
debtse curities held by the public”in
the Bal ance Sheet.

Health Benef'its

Civilianretir ees pay the same inr
sur ance pre mium as ac tive em ploy-
eesunderthe Fed eral Em ployee
Health Ben e fits Pro gram (FEHBP).
These pre mi ums cover only a por tion
of the costs.

Other Benefits

Employeeand annuitantcontribu
tionsandinterestoninvestments
fund a por tion of the Fed eral Em-
ployees Group Life In sur ance pro-

gram. This in sur ance pro gram pays
pri vatein sur ance com panies for Fed-

eralem ploy ees’ group life insur ance.
The Office of Per son nel Man age-
mentad minis ters this pro gram.
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I\ﬁllltary Employe

| es
(Including Veterans)

o e

Pensions

The De part mentof Defense
(DOD) Military Re tire ment Fund fi
nances militaryretire mentand sur
vivorbenefitprograms.

Themilitaryretire mentsystem
con sists of a funded, noncon-
tributory, de fined ben e fitplan. Itap-
plies to the Army, Navy, Marine
Corps and Air Force. This sys tem
includes non-disability retirement
pay,disabilityretire mentpayand
retirementpay forreserve ser vice
and sur vi vor an nu ity pro grams.

Health Benefits

Military benefitsentitleretirees
and their de pend ents to health care
inmilitarymedicalfacilitiesif a fa-
cil ity can pro vide the needed care.
Un il they reach age 65, mil i tary re-
tir ees and their de pend ents also are
entitled to be re im bursed for the
cost of health care from ci vil ian pro-
vid ers. A pre mium is charged to en.
rollinDOD’s ci vilian care pro gram.
Inaddition, therearedeductible and
copaymentre quire ments forcivil
ian care. After they reach 65 years
of age, Medicare covers mil i tary re.
tirees.

Militaryretireehealthcarefig
ures in clude the costofeducation
andtraining, staffing,build ings and
equip ment, as well astheoperations
and mainte nanceof medical facili
ties. They also include claims paid
tocivilian providersand the cost of
administeringthe pro gram.

Compensation
and Burial Benefits

The Governmentcompensates
dis abled vet er ans and their sur vi
vors. Veteranscom pensationis pay-
ableas adis abil ity benefitorasur
vivor’sbenefit. Entitlementto
com pensationdependson: the vet
eran’sdisabilitieshavingbeenin
curred in, or ag gra vated dur ing, ac-
tive military ser vice; death whileon
duty, or deathre sulting from ser.
vice-connected dis abil i ties, if notin
active duty.

Burialbenefitsinclude a burial
andplotorintermentallowance
pay able for a veteran, who at the
time of death, qual i fied tore ceive
compensationorapension,or
whose death oc curred in a VA fa cil-
ity.

Theliability forveteranscompen-
sationandburial benefits pay able
de creased in fiscal 1999 by $97.8

billion. The pri mary fac tor con trib
uting to this de crease was a change
ininter estrateassump tions. Due to
this change, the State ment of Net
Costitemtitled “Veteransbenefits
and services”decreased by $204.8
billion.

Other Benefits

Veteransinsuranceincludesthe
fol low ing pro grams:

* United States Gov ern ment
LifeInsuranceestablishedin
1919 to han dle new is sues and
the con ver sion of World War I
Risk Term Insurance.
« National Ser vice Life Insur-
anceestablished in 1940 to
meet the needs of World War II
servicepersonnel.
* Veterans Special Life Insur-
anceestablished in 1951 for
Ko rean veter ans who did not
have ser vice-connected dis abil-
ities.
* Service-Disabled Veterans
Insurance established in 1951
for vet er ans with ser
vice-connecteddisabilities.
* VeteransReopened Insurance
establisheda l-yearre opening
in 1965 of Na tional Ser vice
Life In sur ance for cer tain dis -
abled World War II and Korean
veterans.

{In billions of dollars)

Veterans Compensation and Burial Benefits
Payable as of September 30

Veterans

Survivors

" Burial benefits

Total compensation and burial benefits payable
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Note 12. Environmental and Disposal Liabilities

Dur ing World War II and the Cold
War, the United States de vel oped a
mas siveindustrialcomplextore
search, produce and testnu clear
weap ons. This in cluded nuclearre-
actors,chemical processingbuild
ings, metal machiningplants,labo
ratoriesand maintenancefacilities.

Theseactivitiesleftanenviron-
mentallegacyofcontaminated areas
and build ings. Vol umes of waste and
specialnuclearmaterialsrequire
treatment,stabilizationanddisposal.
The resultingenvironmentalliabili
ties con sist of the costs as soci ated
withremoving,containingand/or
dis pos ing of this haz ard ous waste.

Ofthoseenvironmentalliabilities,
this report presentsonly cleanup
costsfromFederaloperations
known to re sultin haz ard ous waste
that the Federal Governmentisre
quired to clean up by Fed eral, State,
orlocalstatutesand/orregulations.

The DepartmentofEnergyin-
curredoperatingandcapitalex pen
ditures total ing $5.8 bil lion in fis cal

1999. It used these funds to
remediateleg acy waste. This in
cludes nuclearmaterialsandfacili
tiesstabilization, and waste treat
ment,storageanddisposalactivities
ateachinstallation.

“Environmentalmanagementfa
cilities and sites” in clude costs for
environmentalrestoration;nuclear
materialandfacilitystabilization;
and waste treat ment, storage and dis-
posalactivitiesateachinstallation.
Italsoincludescost forre lated ac tiv-
itiessuchaslandlordresponsibil +
ties,program manage mentand le-
gally prescribed grants for
participationandoversight by Na-
tive Americantribesandregulatory
agencies.

“Activeandsurplusfacilities”
representanticipated remediation
cost for those fa cil i ties that are con-
ductingon goingoperationsbutul ti
mately will re quire stabili za tion, de-
activationand decommissioning.

“High-level waste and spent nu-
clear fuel” in clude the full cost to

pro vide for per manentdis posal of

theNation’shigh-levelradioactive
waste and spent nu clear fuel.

Pro jects with no current fea si bil ity
remediation ap proachare ex cluded
from the estimate. Significantpro-
jects not in cluded are:

* Nuclearexplosiontestareas -
(e.g., Ne vada test site).

* Large surface waterbodies
(e.g., Clinch and Co lum bia
Rivers).

* Most ground water (even
with treat ment, fu ture use will
bere stricted).

+ Some spe cial nuclear mate-
rial (e.g., ura nium
hexafluoride).

The Department of Defense
(DOD) is re spon si ble for the cleanup
of facilitiesitoperatesorhasoper-
ated,including restorationofactive
and Base Re align ment and Clo sure
instal la tions and for merly used de-
fense sites; dis posal of chemical
weapons;environmentalcosts asso-
ciated with the dis posal of weap ons
systems (primarilynuclearpowered
aircraftcarriersandsubmarines);and
for train ing range cleanup.

(In billions of dollars)

Environmental and Disposal Liabilities as of September 30

Department of Energy:

Active and surplus facilities

DOD:

Active installations

Environmental management facilities and sites

High-level waste and spent nuclear fuel

Training rANgeS . . . ottt e e e e
Nuclear powered aircraft carriers and submarines
Chemical weapons disposal

183.7
25.4
14.9

6.7
230.7

34.0
15.4
10.8

8.9
10.6
79.7

2.8

313.2
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Note 13.

Benefits Due

These amounts are the ben e fits
owed to programrecipientsormedi-
cal ser vice pro vid ers as of the fis cal
year end that have not yet been paid.
Foradescription ofthe pro grams, see
the Stew ard shipRe sponsibilities see
tionunder Stew ard ship Information.

(In billions of dollars)

Benefits Due and Payable as of September 30

Grants to States for Medicaid

(Medicare Part B)
Federal Disability Insurance

Unemployment insurance
Other benefits

Federal Old-Age and Survivors Insurance. . . .
Federal Hospital Insurance (Medicare Part A).

Federal Supplemental Medical Insurance

Supplemental security income
Railroad retirement. . . . ... ..

Total benefits due and payable

29.0
13.3
11.6

10.4
6.8

1.0
0.7
0.4

0.6
73.8

Note 14. Other Liabilities

“Insuranceprograms”include
bankdepositinsurance, guarantees
of pensionbenefits, lifeand medical
insurance. Theyalsoincludeinsur
anceagainstdam ageto prop erty
(home, crops and air planes) caused
by perils such as flood ing and other
natural di sas ters, risk of war, and in-
solvency.

13

“Accrued wages and ben e fits
consistoftheesti matedliabil ity for
civilianandcommissionedofficers’
sal aries and wages earned but un

paid. They also in clude funded
annualleave and other em ployee

ben e fits that have been earned but
areun paid.

Amounts re ceived for goods and
ser vices to be pro vided com prise
“Advances from others”.

“ExchangeStabilizationFund”
includesSpecial DrawingRights
(SDRs)certificatesissuedtothe
FederalReserveBanksandalloca

tions from the In ter na tional Mon e
tary Fund.

“Otherdebt” includes Government
obligations,whether secured orunse

cured, not in cluded in pub lic debt.

“Goldcertificates” aremone-
tarizedpor tions of gold and the cer tif
icatesaredepositedinthe FederalRe
serve Bank.

“Deferred revenue”referstoreve-
nue re ceived but not yet earned.

“Othermiscellaneousliabilities™
includeamounts ac crued for con tin
gent liabilities.

Other Liabilities as o

{In billions of doliars)

f September 30

Accrued wages and benef
Advances from others

Gold certificates
Deferred revenue

Other miscellaneous liabil

Exchange Stabilization Fund
Otherdebt. . ... ... i i e e

Unclassified deposited funds

Insurance programs. ............. e e

its

ities

Total other liabilities. . . . .. ... ... . . e

21.2
18.5
16.0
14.0
11.3
11.0

95
71

60.4
169.0
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Note 15. Collections and Refunds of Federal Revenue

TreasuryistheFederal Government’sprincipalreve-
nue-collecting agency.

Collectionsof“Individ ualincome and tax with hold-
ings” include es ti mated income tax pay ments by indi vid-
uals,SocialSecurity and Medicare taxes, rail road re tire-
ment taxes and in di vid val in come tax with hold ings.

Re funds of “Indi vid ual income and tax with hold ings”
in clude re funds from the Earned In come Tax Credit
(EITC). The EITC is are fund able credit for tax pay ers
who work and whose earn ings fall be low the es tab lished

ceiling. A re fund able credit s first used to off set any in di

vid ual taxes owed; any re main ing amounts are is sued to
thetax payer. Amountsre ported forcor porateincome
taxes in tax year 1999 in clude cor po rate taxes of $8 bil

lion for tax year 2000. In fis cal 1999, the IRS is sued $25.6
bil lionin EITCre funds. An ad di tional $4.9 bil lion of the
EITCcredits wereappliedtoreducetax payerliability.
These EITC amounts are in cluded in “Gross Cost” in the
Statement of Net Costs as a com po nent of the in come se-

curity function.

Collections of Federal Revenue for the Fiscal Year Ended September 30
Tax year to which collections relate
Federal
Revenue » Prior
(In billions of dollars) Collections 1999 1998 1997 years
Individual income and tax withholdings . .. 1,588.2 1,0204 5474 1.4 9.0
Corporate incometaxes .............. 216.0 1428 62.5 1.1 9.6
Unemploymenttaxes. ................ 26.5 24.6 1.9 - -
Excisetaxes . ............ ... ... ... 72.0 48.4 23.5 - 0.1
Estate and gifttaxes ................. 28.4 - 25.0 1.0 24
Customs duties. . . .................. 19.1 19.1 - - -
Federal Reserve Bank earnings. .. ... ... 26.0 18.6 74 - -
Feesandlicenses................... 1.6 1.6 - - -
Fines, penalties, interest and other taxes. . 6.7 4.4 2.3 - -
Total . ... ... 19845 1,2799 6700 13.5 21.1
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Federal Tax Refunds Disbursed for the Fiscal Year Ended September 30

Tax year to which the refunds relate

Refunds Prior
{In billions of dollars) Dispersed 1999 1998 1997 years
Individual income
and tax withholdings . . . .. ......... 149.2 0.6 1389 72 2.5
Corporate incometaxes............. 33.8 1.5 14.2 ‘63 11.8
Unemploymenttaxes............... 0.1 - 0.1 - -
Excisetaxes .................. ... 1.3 0.2 0.4 - 0.7
Customs duties . . . . . B 1.2 0.4. 0.3 a1 0.4
Estate and gifttaxes .. ............. 0.7 - 0.2 a3 0.2
186.3 2.7 1541 13.9 15.6

Note 16. Unreconciled Transactions

Affecting the Change in Net Position

Thereconciliationofthe “Change in Net Po si tion” re- * Improperrecording of intragovernmental trans-
quires that the dif fer ence be tween end ing and be ginning actions by agen cies.
net po si tion equals the ex cess of rev e nues over cost, plus » Transactionsaffecting Bal ance Sheet as sets and
or minus prior period ad just ments. liabilities notproperly identified by agencies as
prior period ad just ments.
Theunreconciledtransactions needed tobring the « Timing dif fer ences and er rors in the re port ing of
change in net position into bal ance netto $24.4 bil lion. transactions.

The Federalfinancial communityconsiderstheidentifi
The three primary fac tors af fecting this out-of-balance cationandreportingoftheseunreconciledtransactionsa
situationare: priority.
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Note 17. Prior Period Adjustments

“Priorperiodadjustments”
consistof anet $6.9 bil lion ad-
justment to the opening netposi-
tion, to cor rect er rors in prior pe -
riods.

Significant compo nents of this
netadjustmentinclude:

« A $37.5bil lion de crease
of the be gin ning post-re tire-
ment health benefitsliabil-
ity for militarypersonnel
(see Note 11— Fed eral Em-
ployee and Vet eran Ben e fits

Pay able), and

» A $28.5 bil lion in crease of
theenvironmentalliabilities
for long-term sur veil lance and
maintenance,and de contami-
nationanddecommissioning
costs.

Note 18. Commitments and Contingencies

The Governmenthasentered
intocontractualcommitments
thatre quire fu ture use of fi nan-
cialresources.Ithassignificant
amounts of long-term lease ob li-
gations as shown in the ta ble be-
low.“Undeliveredorders”’repre
sent the value of goods and
ser vices or dered that have not yet
beenre ceived.

Contingentliabilitiesrelatedto
the loan guar an tee pro grams are
de scribed in Note 4.

Acontingencyisanexisting
conditionorsituationinvolving
uncertaintyas to a possibleloss.
Alossisconsideredreasonably

possibleifthe futureconfirming

event or events are more than re -

mote, butless than probable.

These contin gencies donotin-

cludeexistingconditionsorsitu.

ations wherethe future oc curring

event is only con sid ered re mote,

nordotheyincludecontingencies
that would re sult in a gain.

The Gov ern ment also is sub-
jecttocontingencies,including
liti ga tion, that arise in the nor mal
course of operations. The ul ti-
matedis positionof these matters
isunknown.Basedoninforma.
tioncurrently avail able,how ever,
itismanage ment’sopinionthat
the ex pected outcome of these

matters,individuallyorintheag gre
gate, will nothave amaterial ad verse
ef fect on the fi nan cial state ments, ex
ceptforlitigationdescribedinthe
next para graph.

Nu mer ous cases are pend ing in-
volvingsuper visory good will atsav
ingsandloaninstitutions, Medicare
costre port set tle ments, har bor main
te nance fees and cer tain other mat
ters. While it is likely that the United
States will have to pay some amount
of dam ages on the claims, the ul ti.
mate costs can not berea son ably es ti
mated at this time.

The Gov ern ment also has un used
stat u tory lines of credit to Govern
ment sponsoredenterprisestotaling
$10bil lion.

Financial Treatment of Loss Contingencies

Probability of Loss

Probable

probable

Reasonably Possible, more
than remote but less than

Remote, chance of
occurrence slight

Financial Treatment

Balance Sheet

Footnote Disclosure

No disclosure
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- gt Bl .. I e T
Commitments as of September 30
{In billions of dollars)
Capital Operating
Leases Leases
Long-term Leases:
General Services Administration (GSA) . ............... 0.3 15.7
k3 US.PostalService. ............. ... 0.6 85
- Department of Justice. . . .. ....... ... ... . . ... - 39
National Institutes of Health. . . .. .................... - Q6
Other longtermleases ................... ... ... ... 0.9 23
1.8 31.0
Total long-termleases . ... ........ ... i,
Undelivered Orders:
HUD . .. e e e 104.3
Navy . . . e 28.0
Education. ......... .. . 21.5
HHS .. e 19.7
Executive Office of the President . . .. ................. 16.4
Defenseagencies .. ............ ... . i, 14 .1
‘ Ruraldevelopment .. ......... ... ... ... ... L 13.9
Other undelivered orders. . .. ........covuiueennennn. 187.1
Total undeliveredorders . . . ...t 4050
Other Commitments:
National Oceanic and Atmospheric Administration
5 satellites and weather systems . . ................... 5.6
Transportation. . .. ...... .. i i e 3.0
GOA . . e e e 1.5
2 0.4
. Commodity Credit Corporation. ... ................... 0.3
il
Total other commitments . ........................ 10.8
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Contingencies as of September 30
(In billions of dollars)
Insurance:
Export-lmport Bank. . . .. ... . .. .. 40.9
Pension Benefit Guaranty Corporation. .. ............... 19.0
Overseas Private Investment Corporation . .............. 0.2
Bank Insurance Fund . . . ........ ... ... oo 0.2
Other insurance programs. . . . ..., 02
. 60.5
Total insurance programs . . . . ... ...ttt e e
Unadjudicated Claims:
Air Force ... ... . e 0.8
INterior . .o e 0.4
Y 0.2
Federal Savings and Loan Insurance Corporation
Resolution Fund . ........ ... ... ... . 0.1
Bank Insurance Fund . . .. ...... ... ... . o o o 0.1
ANy e e e 0.1
Other unadjudicatedclaims. . ........................ 0.6
- . 2.3
Total unadjudicated claims. . .......................
Other Contingencies:
Multi-lateral developmentbanks . ... ......... ... ... ... 67.4
Production flexibility program. ... ........ ... ... ... .... 5.1
Conservationreserveprogram. . ... ... .. 1.3
Environmental cleanup ... .......... ... ... ... .. ... 1.1
Contingent liabilities . ............. ... ... ... ... .... 0.5
Nuclearwastefund. . . .. ... ... .. ... ... ... ... ... 0.5
Real property activities . ........... ... ... ... ... ..., 0.4
Other contingencies . ..............uiiiiueninnnnn.. 1.4
Total other contingencies. .. ......... ... ... .. ... .. .. 77.7
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Note 19. Dedicated Collections

The term “trust fund,” as used in
this re port and in Fed eral bud getac-
counting,isfrequentlymisunder-
stood. In the pri vate sec tor, “trust
fund” re fers to funds of one party held
by a sec ond party (the trustee) in a fi -
duciary capacity. Inthe Fed eral bud-
get, the term “trust fund” means only
that the law re quires the funds be ac-
counted for sep arately, used only for
specified purposesand desig nated as
a “trust fund.” A change in law may
change the fu ture re ceipts and the
terms un der which the fund’s re-
sources are spent. .

“Trust fund as sets” rep re sent the
unex pended bal ance from all sources

of re ceipts and amounts due the trust
fund, re gard less of source. This ir
cludesrelated governmental trans ac-
tions. These are trans ac tions be tween
two dif fer enten ti ties within the Fed-
eral Gov ern ment (for ex am ple, mon-
ies re ceived by one en tity of the Gov-
ern ment from an other en tity of the
Government).
“Intragovernmentalnet as sets” are
com prised of in vest ments in Fed eral
debtsecurities,relatedac cruedinter-
est and fund bal ance with Trea sury.
These amounts were eliminated in
preparing this FinancialReport.

“Consolidated assets” represent
only the amounts due from in di vid u-

als and other en ti ties out side the Gov-
ern ment. This means that all re lated
governmentaltransactionsarere
moved to pres ent the Gov ern ment’s
positionas a whole.

The majority of trust fund as sets is
in vested in intragovernmental Fed eral
debtsecurities. Thesesecuritiesre-
quire re demp tion if a fund’s dis burse-
ments ex ceed its re ceipts. Re deeming
these se curi ties will in crease the Gov-
ernment’s fi nanc ing needs and re quire
more bor row ing from the pub lic (or
less re pay ment of debt prior to ma tu-
rity) or will re sult in higher taxes than

oth er wise would have been needed.

Dedicated Collections as of September 30*
‘ “ Assets
Trust Less
Fund Intragovern- Consoli-
; Disburse-  Net mental Net dated
(In billions of dollars) Receipts ments Assets Assets Assets
Fund Name ;l
Federal Old-Age and
Survivors Insurance {
Trust Fund.......... 4447 3344 745.9 7459 -
. Federal Disability o
Insurance Trust Fund . . 67.9 52.0 87 .1 87 .1 - s
Medicare Part A. . ... ... 150.5 1324 141.4 1414 -
Medicare Part B....... 85.1 79.6 456 45.6 -
Unemployment ;
Trust Fund . . ........ 31.8 25.0 78.9 78.9 -
Hazardous Substance ;‘
Superfund . ......... 0.9 1.5 4.4 4.4 -
Highway Trust Fund. . . .. 39.3 29.3 28.0 28.0 - E
Airport and Airway -
Trust Fund . ......... 11.1 7.7 127 127 . -
Civil Service Retirement -
and Disability Fund. . . . 73.9 43.9 4904 4901 0.3
Military Retirement Fund 38.0 32.0 156.0 1560 -
Railroad Retirement Board :
Trust Fund.......... 5.1 8.2 21.9 21.9 -
*By law, cer tain ex penses (costs) re lated to the ad min is tra tion of the above funds are notc harged to the funds
and are fi nanced by other sources. i
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This trust fund pro vides as sis
tance and pro tec tion against the
loss of earn ings due to re tire ment
or death. The as sis tance is in the
form of money pay ments. The
Federal Old-Age and Survivors
Insurance TrustFundisad minis-

tered by the So cial Security Ad -
ministration(SSA).

- Payroll and self-employment
taxes pri mar ily fund the Fed eral
Old-Ageand SurvivorsInsurance
TrustFund. Interestearningson
Federaldebtsecurities, Federal

agen cies’ pay ments for the So cial Se
curity benefitsearnedbymilitaryand
Federalcivilianemployees,and
Treasurypayments for a por tion of
in come taxes paid on So cial Se curity
ben e fits pro vide the fund with ad di-
tional income.

TheFederal Dis abil ity Insur ance Trust
Fund pro vides assistance and protection
against the loss of earn ings due to a wage
earner’sdisability. Theassistanceisinthe
form of money pay ments. SSA ad min is-
terstheFederal Disability Insurance
Trust Fund.

Like the Fed eral Old-Age and Sur vi-
vors Insur ance Trust Fund, pay roll taxes

primarily fund the Federal DisabilityIn-
sur ance Trust Fund. The Fund also re-
ceives income from inter estearnings on
Federaldebtsecurities, Federalagencies’ i
pay ments for the Social Security benefits .
earned by military and Fed eralci vilian
em ploy ees, and a por tion of in come taxes
paid on So cial Se curity ben e fits.

The Fed eral Hos pi tal In sur ance Trust Fund finances the
Hos pital In sur ance pro gram (Medicare Part A). This pro-
gram funds the cost of hos pi tal and re lated care for indi vid-
u als age 65 or older, who meet cer tain in sured sta tus re-
quirements,and foreligible disabled people. The
De part ment of Health and Human Ser vices (HHS) ad minis-
ters the pro gram.

TheFed eral Hos pi tal In sur ance Trust Fund is fi nanced
primarily by payroll taxes, in clud ing those paid by Fed eral
agencies. Italsore ceives income from interestearnings on |
Fed eral debt se curi ties and a por tion of in come taxes paid |
onSocial Security benefits.

g2

<Insu ance Trust Func

i

Medicare Part B

Appropriations, premiums
chargedtoenrollees andin terest

earnedoninvestmentsinFederal
debtsecurities fund the Federal

Supplementary Medicallnsurance
Trust Fund.

ticipantstocovermedicalexpenses
not cov ered by Medicare Part A.
The De part ment of Health and Hu

man Ser vices ad min is ters the pro-

TheFederalSupplementary
Medical Insurance Trust Fund fi-
nancesthe SupplementalMedical
Insurance pro gram (Medicare Part
B), which pro vides sup ple mentary

medicalinsuranceforeligiblepar- gram.

The Un em ploy ment Trust Fund pro tects work ers who lose their jobs through
no fault of their own. The Unem ploy ment In sur ance pro gram is aunique Fed eral
and State part ner ship based on Fed eral law, but ex e cuted through State law by
State of ficials. The De part ment of Laborad minis ters the Fed eral opera tions of
the pro gram.

Taxes onem ploy ers primarily fund the Unem ploy ment Trust Fund. How ever,
inter estearned oninvestments in Fed eral debt se curi ties also pro videsincome to

the fund. Ap pro pri ations have sup ple mented its in come dur ing peri ods of high
andextendedunem ploy ment.
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« Environmentaltaxesfrom
corporationswithalternative
minimum taxableincomein
ex cess of $2 mil lion (ex pired
in 1995).

« Fines and pen al ties and cost
recoveriesfromresponsible
parties.

* Appropriations.

fromspillsofhazardousmaterials
and from sites contaminated with
hazardous substances. The Environ
mentalProtection Agency (EPA)
ad minis ters the fund.

The fol low ing fi nance the Haz
ardous Substance Superfund:

* Excise taxes col lected on
petroleum,chemicals and im .  Interest earned on invest
ported sub stances (ex pired in ments in Fed eral debt se cu ric

1995). ties.

The Haz ard ous Sub stance Super-
fund was au tho rized to ad dress pub-
lichealthanden viron mental threats

The High way Trust Fund was es tab lished to pro mote do mes tic in ter-
state trans por ta tion, and mov ing peo ple and goods. The fund pro vides
Fed eral grants to States for high way con struc tion and re lated trans por ta -
tion pur poses. Trans por tation ad min is ters the High way Trust Fund.

The following pro vide all financ ing for the High way Trust Fund:

» Earmarked taxes on gas o line and other fu els, cer tain tires, ve-
hi cle and truck use.

* Interestearned onin vest ments in Fed eral debt se curi ties.

The Airport and Air way Trust Fund pro vides for air port
im prove ment, maintenanceofair portfacilities and equip-
ment, re search, and a por tion of op er a tions. Trans por ta-
tion ad min is ters the Air port and Air way Trust Fund.

+ Taxesreceived from trans por ta tion of per sons
and prop erty in the air and fuel used in
non-commercial air craft.

« International departuretaxes.

The fol low ing pro vide fund ing for the Air port and Air- * Inter estearned on in vest ments in Fed eral debt
way Trust Fund: securities.

TheCivil ServiceRetire ment
and Dis abil ity Fund cov ers two

The CSRS is fi nanced by:
 Federalcivilianemployees’

Federal civilianretirementsys- contributions.

tems: the Civil Ser vice Re tire- * Agencies’ contributionson
ment Sys tem (CSRS )} for em ploy- be half of the em ploy ees.

ees hired be fore 1984 and the + Appropriations.
FederalEmployeeRetirement + Interestearned onin vest.
System (FERS),foremployees ments in Federaldebtsecuri-

hired af ter 1983. ties.

TheMilitary Re tire ment Fund pro videsre tirement ben e fits for
Army, Navy, Marine Corps and Air Force per son nel and their sur-

vivors. The fundis financed by DOD con tri butions, ap propriations
and inter est earned on in vest ments in Fed eral debt se curi ties.

The Railroad Re tire ment Trust Pay roll taxes paid by rail road
Fundprovidesannuitiesandsurvi- employersandtheiremployees
vorbenefitstoeligiblerailroadem- providethe primary source of in-

ployeesandtheirsur vivors. The
fund also paysdis abil ity annu ities
basedontotaloroccupational dis -
ability.

come for the Rail road Re tire ment
SurvivorBenefitpro gram. Bylaw,
rail road taxes are co or di nated with
Social Security taxes.
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Note 20. Indian Trust Funds

The In dian Trust Funds dif fer from
otherdedicated collectionsreportedin
Note 19. The De part ment of the In te rior
(Interior) has re spon sibil ity for the as-
sets held in trust on be half of American
Indiantribes and individuals. Thetrust
funds are held in ac counts for ap prox i-
mately 315 tribes, 317,000 in di vid ual
Indianac counts and other funds, in clud-
ing the Alaska Native Es crow Fund.

The as sets held in trust for Na tive
Amer i cans are owned by the trust ben e-
fi ciaries and are notthe Fed eral Govern
ment’s as sets. There fore, these amounts
are notre flected in the Bal ance Sheet or
State ment of Op er ations and Changes in
NetPo sition ex cept for their hold ings of
nonmarketable Treasurysecurities, for
which the Government’sliabil ity is in.
cludedinFederal debtsecurities held by
the public.

U.S. Government as Trustee for Indian Trust Funds

Held for Indian Tribes and Other Special Trust Funds

Statement of Changes in Trust Fund Balances as of September 30

(Unaudited)

{In_millions of dollars)

Receipts. . .. e e 873.0

DiSDUISEMENTS . .« o o oot e et e e e e e (736.7)

Receipts in excess of disbursements . . . .................. I 136.3

Trust fund balances, beginningofyear ........................ 2,460.0

AGIUSIMENT . . . . e (0.5)
Trust fund balances, endofyear . .......................... 2,595.8

U.S. Government as Trustee for Indian Trust Funds

Held for Individual Indian Monies Trust Funds

Statement of Changes in Trust Fund Balances as of September 30

(Unaudited)

(In miltions of dollars)

Receipts . ... . e e 3067

DiSDUISEMENS .\ v vttt ettt (336.6)

Receipts in excess of disbursements . . ............... ... ...... (29.9)

Trust fund balances, beginningofyear......................... 4792
Trust fund balances, endofyear. . . ......................... 4493
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United States Government
Supplemental Information
for the Year Ended September 30, 1999

(Unaudited)

The State ment of Net Cost pres ents the cost of the Gov ern-
ment’s ma jor func tions. The ob jec tives of each of the func tions
arede scribed be low. Also, the state ment con tains the def i ni tions
of “Gross cost,” “Earned revenue”and “Net cost.”

Net Cost Detail

Amounts listed un der this fune

tary forces to de ter war; to be pre-
pared to en gage in war; and to
pre serve the peace and se cu rity of
the United States, the Terri tories,
Com mon wealth, its pos ses sions and
any area oc cu pied by the United
States. National de fense also i
cludes the cost to train, equip, com-

tionin clude the costtopro vide mil i~

pen sate and pro videre tire ment ben
efits for the armed forces; de velop,
acquire, utilize and dis pose of
weaponsystems;conduct research
and de vel op ment to main tain tech
nological superiority,cutcostsand
im prove per for mance of weapon
sys tems; and carry outother de fense

relatedactivities.

Human
Resources

Education, Training,
Employment and
Social Services

The“Education, training,
" employ mentand so cial ser-
- vices” func tion serves to ex-
tend knowl edge and skills, en-
hance employment and
employmentopportunities,
protect workplacestandards

and pro vide ser vices to the
needy.

Education, Training, Employment and Social Services

Earned

(In bil lions of dol lars) Gross Cost Revenue Net Cost
Subfunctions:
Elementary, secondary and

vocational education. . . .. 17.6 - 17 .6
Higher education .. ... ... 145 14 13.1
Research and general

education aids. . ....... 25 - 25
Training and employment . . 5.7 - 57
Other labor services ... ... 1.0 - 1.0
Social services. . ........ 166 - 16 .6

Total education,

training, employment 57.9 14 56.5

and social services . ..
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Human
Resources,
cont.

Health

Listed underthe “Health”
func tion are the costs to pro
mote physical and men tal
health, in clud ing the pre ven-
tionofillnessand accidents
and the Medicaid pro gram. Al
though the Medicare pro gram
is the larg est Fed eral health
pro gram, by law itisinasep a
rate func tion for bud get pur
poses. Also ex cluded from the
“Health” subfunction is Fed-
eral health care for mil i tary
personneland veterans.

Medicare

Federal HospitalInsurance
(Medicare Part A) and Fed eral
SupplementaryMedicalInsur-
ance (Medicare Part B) pro
grams make up Medicare. This
func tion is not fur ther sub dt
vided. For more in for mation
on Medicare, see the note in
the Stew ardshipResponsibil-
ities sec tion of Stew ard ship Inr
for ma tion, and Note 19—Ded
icated Collections.

Social Security

“Social Security” costsin.
clude pay mentstoeligibleben
eficiariesofthe Old-Ageand
SurvivorsInsurance (OASI)
andDisabil ity Insurance (DI)
pro grams. These are col lec
tively re ferred to as “Social Se
curity.” TheSocial Security
programisthesinglelargest
Fed eral pro gram and is funded
primarily by pay roll taxes. For
moreinformationonSocial
Security,refer to the Stew ard
shipInformationsectionon
StewardshipResponsibilities
and Note 19—Ded i cated Col
lections.

Health
‘Gross Earned
(In bil lions of dol lars) Cost Revenue Net Cost
Subfunctions:
Health care services. ... ... 123.4 0.5 122.9
Health research g
and training . ........... 14.7 0.1 14.6
Consumer and occupational
health and safety. p ....... 2.5 0.1 2.4
140.6 0.7 139.9

Totalhealth. .. ........

Income Security

The costofproviding pay-
ments to per sons unre lated to
any current ser vice com prises
the “Income security” function.
Included are dis abil ity, rail road
retirementbenefits,temporary
as sis tance toneedy fami lies and
similarprograms,otherthan
amounts re lated to So cial Se cu-
rity and veter ans. Alsoincluded
are food stamps, spe cial milk

unemploymentcompensation;
and workers’compensation
earned in come tax credit re.
funds and re duc tion of tax payer
liabilities; pub lic as sis tance cash
pay ments; bene fits paid tothe
elderly and coal min ers; and
low-and moder ate-income
hous ing as sis tance. The cost of
Federal pensions and re tiree
health ben e fits are al lo cated to

andchild nutritionprograms; otherfunctions.
Income Security
Gross Earned

(In bil lions of dol lars) Cost Revenue  Net Cost
Subfunctions:
Unemployment

compensation. . ....... 245 0.7 23.8
Housing assistance. . . . .. 27 8 - 27.8
Food and

nutritional assistance ... 34.1 0.1 34.0
Other income security . . .. 89.8 3.7 86.1
Cost not allocated '

to subfunctions. . . .. ... 1.8 17 10.1

Total income 1880 62 1818

security. . . .........
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Veterans Benefits and Services

The amounts listed un der this func tion in clude spe cific ben e fits and ser vices paid to
Human those with prior mil i tary ser vice or their spouse, de pend ents and sur vi vors. In cluded are
Resou rces veteranscompensation,lifeinsurance, pensions,burialbenefits,education, training,
’ medicalcare, veteranshousingandad ministrative ex penses of the De part ment of Vet-
cont. erans Affairs. The netcost line ti tled “Veterans ben e fits and ser vice” de creased this fis cal
year by $204.8 bil lion pri mar ily due toachange in in ter est rate as sump tions in the cal cu-
lation of the relatedliability for veteranscompensation.
Veterans Benefits and Services
: : Earned
(In bil lions of dol lars}) Gross Cost Revenue Net Cost
Subfunctions:
Income security for veterans . ............. (65.5) - (65.5)
Veterans education,
training and rehabilitation . . ............. 1.7 0.2 1.5
Hospital and medical care for veterans. . ... .. 18.2 1.8 16.4
Veterans housing. . . . ................... 1.3 0.5 0.8
Other veterans benefits and services . ....... 1.1 0.2 0.9
. . (43.2) 2.7 (45.9)
Total veterans benefits and services . . .. . ..
Energy
Phys":al {In bil lions of dol lars) Gross Cost 9532?152 Net Cost
Resources Subfunctions:
Energy supply. . .. ....... 11.3 1.9 0.6)
' Energy conservation. . . ... 0.6 - 0.6
Natural Resources Emergency energy
and Environment preparedness . ........ 0.2 - 0.2
Energy information, 0.8 0.5 0.3
This func tion is com prised of costs policy and regulation. . . - : -
incurredtode velop, manageand 12.9 12.4 0.5
maintainthe Nation’snaturalre- Totalenergy ..........
sourcesandenvironment. Excluded

arefunding forcom munity water sup -
ply pro grams, ba sic sewer sys tems
and waste treat ment plants that are
part of com mu nity or re gional de vel-
opment programs.

Energy

The*“Energy” function includes the costof pro moting an ad e quate sup ply and
ap pro pri ate use of en ergy to serve the needs of the Na tion.

Natural Resources and Environment
. Earned

{In bil lions of dol lars) Gross Cost Revenue Net Cost

Subfunctions:

Waterresources. . .......o it e 55 0.5 50

Conservation and land management. ................ 6.2 0.9 53

Recreational resources. . . . .............. ... ... ... 3.0 0.3 27

Pollution control and abatement . ................... 8.6 0.6 80

Other natural resources . . ... .......uuunenn.. 3.8 0.6 3.2
. 27 1 2.9 242

Total natural resources and environment ............
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Physical
Resources, cont.

Commerce and
Housing Credit

Thisfunctionencom passesthe
promotionandregulationofthe
com merce, hous ing and de posit in-
suranceindustries.Includedunder
“Com merce and hous ing credit” are
coststocollect and dis sem i nate so-
cial and eco nomic data; pro vide gen-
eral purposesubsidiestobusiness
andindividuals,includingcredit

subsidies forhousing; and sup port
the Postal Service fund.

Transportation

Grants to States and oth ers for lo-
cal or na tional trans por ta tion of pas-
sen gers and prop erty make up the
bulk of the cost as so ci ated with this
func tion. In cluded are costs to con-
structfacilities; purchaseequipment;
doresearch,testingandevaluation;
andprovideoperatingsubsidiesto
transportation facilities (suchas air-
ports and rail roads).

Commerce and Housing Credit

Earned

(In bil fions of dot lars) Gross Cost  Revenue  Net Cost
Subfunctions:
Mortgage credit. . . ... .. .. (3.4) 3.7 (7.9)
Postal Service. . ... ...... 80.0 61.9 18.1
Deposit insurance ........ 4.3 1.4 29
Other advancement
of commerce .......... 8.3 6.9 14
Total commerce 89.2 73.9 15.3
and housing credit. . . . .
Transportation
Earned
(In bil lions of dol lars) Gross Cost Revenue Net Cost
Subfunctions: '
Ground transportation . ... 29.2 - 29.2
Air transportation . . ... ... 9.6 0.4 9.2
Water transportation .. ... 5.1 0.7 44
Other transportation. . . . . . 0.2 - 0.2
1.1 43.0

Total transportation. . . ..

44 1

The costsof promoting viable
communityeconomiesbydevelop
ingphysicalfacilitiesorfinancial
infrastructures com prise this func-
tion. Also in cluded are the costs of

Community and Regional Development

developingtransportationfacilities
that are in te gral parts of com mu-
nity de vel op ment pro grams. Aids
tobusinessesisusuallyex cluded

from this func tion un less it pro-

motes the eco nomic de vel op ment of
depressed ar eas and is not de signed

to pro mote par tic u lar lines of busi
ness for their own sake.

Community and Regional Development

and regional development

Earned
(In bil lions of dol lars) Gross Cost Rev e nue Net Cost
Subfunctions:
Community development .. .................. 5.1 - 5.1
Area and regional development . . ............. 4.2 1.1 3.1
Disaster relief and insurance .. ............... 5.6 1.7 3.9
Total community 14.9 28 121
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Interest costs are pri mar ily amounts on Fed eral debt se-
curi ties held by the public. In ter est pay ments on these se cu
ri ties are made by Trea sury’s Bu reau of the Pub lic Debt.

International Affairs

This func tion in cludes the cost of
maintaining peace ful relations, sup-
porting com merce and travel be tween

the United States and the rest of the
world, and promotinginternational
securityandeconomicdevel opment
abroad.

General Science, Space
and Technology

This function cov ers the cost of Na
tional Science Foundationresearch,
NASA space pro grams and De part

ment of En ergy gen eral sci ence re-
search.

Agriculture

Costsassociatedwith promoting
agriculturaleconomic stabilityand
maintainingandincreasingagricul-
tural pro duc tion are found un der the
“Agriculture” function.

International Affairs
Earned
{n bil lions of dol lars} Gross Cost Revenue  Nef Cost
Subfunctions:
International development
and humanitarian assistance .................... 9.8 04 94
International security assistance. .................... 5.8 0.8 5.0
Conduct of foreign affairs . . . . ........... ... .. ..., 6.1 1.0 5.1
Foreign information and exchange activities ............ 1.2 - 12
International financial programs .. ................... 6.7 7.4 (0.7)
) i i 29.6 9.6 200
Total international affairs. . . ...................... =
General Science, Space and Technology _
Earned
{In bil lions of dol lars) Gross Cost Revenue Net Cost
Subfunctions:
General science and basic research . ................ 5.6 - 5.6
Space flight, research and supporting activities .. ....... 11.9 0.1 11.8
i 17.5 0.1 17.4
Total general science, space and technology . . .......
Agriculture
Earned
(In bil lions of dol lars) Gross Cost Revenue Net Cost
Subfunctions:
Farm income stabilization . . .................... ... 23.7 1.9 218
Agriculture research and service . . . ..........c.uv.... 3.5 0.5 3.0
Total agriculture. . . . ... ... .. ... ... . 27.2 24 248
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Other Functions, cont.

Administration of Justice

Thecostof judicial ser vicesincludes police protection,
lawenforcement(includingcivilrights),rehabilitationand
incarcerationofcriminals, and the general main te nance of
domes ticorder. It alsoin cludes the cost of pro vid ing
court-appointed coun sel or other le gal ser vices forin di vid-
uals. Not foundunder “Ad ministrationof justice” are the
costs of the leg is la tive branch and po lice and guard ac tiv i-
ties that pro tect Fed eral prop erty. Also, the costof Na tional
Guard personnelandmilitary personnel whoare called

upon oc ca sionally to main tain pub lic safety and the costof
military police areincluded underthe national de fense
function. :

General Government

“General Government” covers generaloverhead costsof
the Fed eral Gov ern ment. This includeslegislative and ex-
ecutiveactivitiesas wellascentral fiscal, personnel and
property activities. All activitiesreasonably or closely as-
so ci ated with other func tions are in cluded in those func-
tionsrather than “Gen eral Government.”

Administration of Justice
Earned

(In bil lions of dol lars) Gross Cost Revenue Net Cost
Subfunctions:
Federal law enforcement activities ................. 14.8 0.8 14.0
Federal litigative and judicial activities. . ... .......... 7.8 0.3 7.5
Federal correctional activities . . ... ................ 3.6 0.1 3.5
Criminal justice activities . ............. ... ... 5.0 0.4 4.6

o ) o 31.2 1.6 29.6

Total administration of justice. .. ...............
General Government
Earned
(In_bil lions of dol lars) Gross Cost Revenue Net Cost
Subfunctions:
Legislative functions . . . ....... ... ... .., 1.9 - 1.9
Executive direction and management............... 0.7 - 0.7
Central fiscal operations . ....................... 13.1 0.5 12.6
General property and records management . ......... 0.1 0.1 -
Central personnel management. . .. ............... 0.3 - 0.3
General purpose fiscal assistance. . ............... ' 1.1 - 14
Other general Government . .. ................... 7.9 4.0 3.9
25.1 4.6 20.5
Total general Government . . ..................
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Deferred mainte nanceistheesti
mated cost to bring Gov ern ment

owned propertytoanacceptable -

condition. This re sults from not
performingmaintenanceona
timely basis. De ferred mainte.
nance ex cludes the costof ex pand-
ing the ca pac ity of as sets or up-
grad ing them to serve needs
dif fer ent from those orig i nally in-
tended. The con se quences of not
performingregular maintenance
could includeincreased safety haz-
ards, poor ser vice to the pub lic,
higher cost in the fu ture and in ef fi-

cientoperations. Estimatedde-
ferred mainte nance costs are not
ac crued in the State ment of Net
Costorrecognizedasaliabil ity on
the Bal ance Sheet.

The amounts dis closed for de-
ferred main te nance have been
measuredusingthefollowingtwo
methods:

+ Condition assess ment sur
veys are peri odicinspections
of the Gov ern ment owned
prop erty to de ter mine the cur
rentcondition and es ti mated

cost to bring the prop erty to an
acceptablecondition.

 Life-cycle cost fore cast is an
acquisitionorprocurement
technique thatcon sid ers op er-
ating, mainte nance and other
costs in ad di tion to the ac qui
sition cost of assets. :

Somede ferred main te nance has
been deemed to be critical. Such
amounts and con di tions are de fined
by the indi vid ual agen cies with re-
sponsibility forthe safe keeping for
these as sets.

Deferred Maintenance as of September 30

_(In bil lions of dol lars)

Deferred Maintenance

Cost Range

Low Estimate __Estimate Maintenance

Asset Category:

Buildings, structures and facilities

Furniture, fixtures and equipment. . . .. .............

Other general property, plant and equipment . ........

Total general property, plant and equipment. . .. ... ...

Heritage assets. . ... .......

National defense assets

Total stewardship assets

Total deferred maintenance

" High Critical

44.3 525 43.8
4 .8 -
2 .3 -
44.9 536 4v38
3 1.0 1.0
2.7 27 -
3.0 37 1.0
47.9 573 44.8
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Reconciliation of Excess
of Revenue over Net Cost

For fiscal 1999, the uni fied
bud getre ported a sur plus of
$124.4 bil lion. For the same pe-
riod, the Fi nan cial Re portre
ports an ex cess of rev e nue over
cost of $76.9 bil lion. The dif fer
ence be tween these two amounts
oc curs be cause they are pre
paredprimarilyondifferent
mea sure ment bases to carryout
theirdifferentob jectives.

TheFinancialRe portgener
ally is based on gener ally ac
ceptedaccountingprinciples.
Thus, ex penses and ex change
revenue are generallyrecog
nized when the events giv ing
risetothetransactionsoccur
rather than when the cash is re-
ceived or paid.

Non-exchangerevenuesare
recognizedonamodified cash
basisofaccounting. By contrast,
the uni fied bud get is com puted
pri mar ily on the cash ba sis, ac-
cord ing to ac cepted bud get con
cepts and poli cies. The most sig
nificantdifferencesbetween
these two bases in volve the tim
ing of rec og ni tion and mea sure-
ment of rev e nue and costs.

Thedif ferences be tween these
two bases of ac count ing can be

di vided into four pri mary cate
gories.

1.Receiptsrec og nized inthe
bud get that are not rec og nized as
revenue in the Fi nan cial Re port,

such as:

+ Collections of pre-credit
re form loans.

» Collections of taxes re -
ceivable.

« Collections of accounts
receivable.

¢ Pro ceeds from the sale

ofcapital assetsrepresent.
ing “book value.”

2.Revenuesrecognizedinthe
Finan cial Re port that are notree
og nized as re ceipts in the bud
get, such as:

» Increasesintaxesre ceiv-
able.

« In creases in ac counts
receivable.

3.Outlaysrecognizedinthe
bud getthat are notrec og nized as
costsinthe Financial Report,
such as:

* Purchasesofinventory
and gen eral prop erty, plant
and equip ment.

» Payments of accounts
pay able.

» Payments of employee
pen sions and other ben ¢ fits
that re duce prior re lated li-
abilities.

» Payments of environ
men tal cleanup and dis-
posal costs that re duce
priorrelatedliabilities.

4. Costs rec og nized in the Fi-
nan cial Re port that are not rec-
ognized as out lays in the bud get,
such as:

* Depreciationongeneral
property, plant and equip
ment.

o Increasesinliabilities
for em ployee pen sions and
otherbenefits.

* Increasesines timated
environmentalliabilities.

* De faults on pre-credit
re form loans.

* Decreasesininventory.

* Increasesinaccounts
payable.

Theremainingunidentified
dif fer ence is a net of $30.5 bil-
lion. Since some of the dif fer-
ences may be off set ting, the
gross dif ference is larger than
the $30.5 bil lion and may in-
clude trans ac tions in all four cat-
e gories listed above. It also in-
cludes the effect of
misclassifying intragovernmen-
taltransactionsandrelatively
small differencesinentitycover
age.
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Reconciliation of the Excess of Revenue over Net Cost to the Unified
Budget Surplus for the Year Ended September 30 (Unaudited)

{In_billions of dollars)

Excess of revenue overnetcost . . ........................ 76.9

Decrease in veteran compensation and burial benefits:

Decrease in liability forveterans . . . . ....................... (64.8)
Decrease in liability for survivors. . . .. ...... ... ... .. o .., (29.3)
Decrease in liability for burial benefits. .. .. .. ................ (0.8)
Decrease in liability for veterans . ........................ (94.9)
Increase in environmental liabilities:
increase in Energy’s environmental liabilities .. . ............... 44.3
Increase in Defense’s environmental liabilities . . ............... 45.7
Decrease in all others environmental liabilities. . .. ............. (1.3)
Increase in environmental liabilities . ...................... 88.7
Capitalized fixed assets:
Department of Defense . . . ........... ... ... ... .. (23.5)
Civilian agencies . . ... ...t (18.0)
Total capitalized fixed @ssets . .. ........covrvrievnenn.. (41.5)
Increase in liability for civilian employee benefits:
Increase in civilian pension liabilities. . . ..................... 28.8
Decrease in civilian health liabilities . ....................... 2.1
Increase in other civilian benefits liabilities . .................. 14.9
Increase in liability for civilian employee benefits liabilities . . . . . . 41.6
Decrease in liability for military employee benefits:
Increase in military pension liabilities. . . . ........... ... ... ... 1.3
Decrease in military health liabilities. . . .. ................... (27.2)
Decrease in other military benefits .. ....................... (15.2)
Decrease in liability for military employee benefits ............ (31.1)
Depreciation expense 1999 . . . . ... ... ... . i e 17.3
Decrease in benefits dueandpayable . . ...................... (3.8)
Increase ininventory . .......... e e e e (6.5)
Decrease in taxes-receivable. . . ........ ... ... .. .. ... ... ... 4.4
Increase in other liabilities . . .. .......... ... ... ... .. . ... .. 14.4
Seigniorage andsaleofgold. ... .......... ... ... ... ... ... (1.0)
Decrease inaccounts payable . . ......... ... . ... oo : 4.2)
Decrease in accounts receivable .. ..................... .. ... 1.2
Principal repayments of pre-credit reformloans ................. : 324
Net amount of all other differences. . .. ..................... 30.5

Unified budget surplus. . . . ......... .. ... ... .. ........
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Unexpended Budget Authority

UnexpendedBudget Authority
is the sum of the ob li gated, but un
liq ui dated, and unobligated bud get
authority.

Unobligatedbud getauthority,
includ ing trust fund bal ances, is
thecumulativeamountofbud get
authority thatisnotobli gated and
thatre mains avail ableforobliga
tion. In 1-year accounts the

unobligated bal ance is not avail
able af ter the end of the fis cal year.
In multi-year ac counts the ob 1+
gated bal ance may be car ried for
ward and re mains avail able for ob
ligation for the pe riod spec i fied. In
no year ac counts the unobligated

bal anceiscarried for ward until
specificallyrescinded by law, or

un til the pur poses for which it was
providedhavebeenaccomplished.

Obligatedbudgetauthorityisthe
cumu lative amount of bud get au
thor ity that has been ob li gated but
not yet liquidated. This bal ance
can be carried for ward foramax i
mumof5 years af ter theap propria
tion has ex pired.

Department of Transportation
Department of the Treasury
International Assistance Program
Department of Labor
Independent agencies
Department of Agriculture
Department of Education

Department of Veterans Affairs
Department of Energy
Department of Justice
Environmental Protection Agency
Department of State

Department of the Interior

Department of Commerce
Corps of Engineers
National Science Foundation.’
General Services Administration .
Legislative Branch
Small Business Administration . .
Judicial Branch..............

Executive Office of the President.

(In bil lions of dol lars}

Unexpended Budget Authority as of September 30, 1999 (Unéudited)

Social Security Administration. . .
Office of Personnel Management

Department of Defense-Military . .
Other Defense Civil Programs. . .

Unobligated Obligated

Bud get Bud get

Authority Authority
e 819.6 36.1
................... 502.8 5.9
Department of Health and Human Services ... ......... 198.8 55.8
................... 60.6 152.7
................... 149.9 2.8
Department of Housing and Urban Development ... ... .. 36.8 107.0
...................... 58.9 52.5
........................ 21.6 18.4
................... 36.0 65.2
............................. 90.4 8.4
............................ 741 5.9
......................... 23.2 15.1
......................... 10.2 24.4
..................... 16.1 7.1
........................... 12.5 7.8
............................ 4.7 13.8
................... 8.0 8.5
............................. 12.7 . 3.0
Federal Emergency Management Agency ............. 0.8 8.3
......................... 5.3 2.9
National Aeronautics and Space Administration. ........ 0.9 5.3
......................... 0.8 3.7
.............................. 4.0 0.4
....................... 0.2 4.2
................... 3.8 0.5
.............................. 1.7 0.4
................... 0.7 1.0
................... 0.7 05
................... 0.3 01
2,156.1 617.7
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TheInter nal Rev e nue Code pro vides for pro gres sive rates of tax,
Tax B u rd en whereby higher in comes are gen er ally sub ject to higher rates of tax. The

tables presentthelatestavail ableinformationonincometax and onre -
. lated in come, de duc tions and credit forindi vid u als by income level and

I for cor po ra tions by size of as sets.

Individual Income Tax Returns for Tax Year 1997

Size of Adiusted G |

$15,000 $30,000 $50,000 $100,000 Greater
(In mil lions of dol lars Under under under under under than
unless oth erwise noted) $15.000  $30.000  $50.000 $100.000 $200.000 $200,000
Total number of
retums .......... 41.4 29.4 22.8 21.6 5.4 1.8
Gross income. . . ... 251.9 649.1 895.2 1,490.0 717.3 1,013.4
Adjusted gross
income.......... 247.9 642.9 887.9 1,478.9 707.8 1,004.5
Tax .. vo i 9.1 47.4 90.6 191.6 126.7 274.0
Tax burden,
percentage
of gross total
receipts ......... 3.60% 7.30% 10.13% 12.86% 17.67% 27.04%
Average tax dollars
perreturn. . ... ... 219 1.612 3,983 8.858 23,562 151,565
Deductions on taxable income:
Standard deduction .. 175.4 137.2 82.6 421 36 Q9
Medical and dental
expense......... 52 8.6 6.6 6.2 20 Qa6
Interest. . ......... 53 18.4 455 1000 465 34.9
Charitable
contributions ..... 1.2 55 12.3 29.9 169 33.4
Oté‘gédﬁ’i';ﬁgd 35 14.0 35.9 91.1 505 46.7
Total itemized
deductions . . . .. 152 46.5 100.3 227.2 1159 1156
Total deductions ... 190.6 183.7 182.9 269.3 119.5 1165
Total expenditures, g9 13.4 18.5 34.6 21,1 31.5
Credit against tax liability: |
Child care credit . ... - 0.6 0.7 0.9 az -
Credit for elderly and
disabled......... - - - - - -
Foreign tax credit. . . . - - 0.1 0.3 a6 30
EITC, offset
tax liability. . . .. .. Q4 35 - - - -
Other credits. . . . ... - - 0.1 0.3 Q3 1.0
Total credits. . . . . .. 04 4.1 0.9 1.5 1.1 42
Total expenditures
and °’g‘f“s’ 7.3 17.5 19.4 36.1 222 35.7

individual .. ... ..
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Corporate Income Tax Returns for Tax Year 1996

Size of Tota] Assets (in thousands)
$1,000 $10,000  $50,000 $100,000 Greater
(In millions of dol lars Under under under under under than
un less oth er wise noted) $1,000 $10,000 $50,000 $100,000 $250,000 $250,000
Total returns
(in thousands) ....... 4,193.3 370.9 2.9 8.5 7.6 8.2
Totalreceipts . . ........ 2,103.7 2,204.3 1,357.3 5054 741.0 8,614.1
Taxable income ........ 24.0 26.2 25.8 16.3 28.9 518.6
Totaltax . ............. 5.6 8.1 8.4 52 9.0 134.2
Tax burden, percent
of gross total receipts . . 0.27% 0.37% 0.62% 1.04% 1.22% 1.56%
Average tax ‘
per return
(in thousands) ... ... 1.3 21.8 196.1 618.5 1,187.2 16,346 .4
Deductions on taxable income:
Net operating loss . . . . . 10.2 5.6 4.4 2.5 4.2 28.2
Dividends received . . .. 0.4 0.5 0.6 0.4 0.9 16.9
Public utility
dividends paid ...... - - - - - 0.1
Total deductions . ....... 2,0645 2,1 63.3 1 ,3262 486.7 703.4 7,984.1
Total expenditures,
deductions . . . 5.5 7.9 8.2 5.0 8.6 124 .4
Credits against tax liability:
Foreign tax credit . . ... 0.1 - 0.1 0.2 0.6 39.2
U.S. Possessions
taxcredit.......... - - 0.2 0.2 0.3 2.4
Nonconventional
source fuel credit. . . . - - - - - 0.8
General
business credit. . .. .. 0.2 0.1 0.1 0.1 0.1 3.6
Other credits. . . ...... 0.1 0.2 0.2 0.1 0.1 4.1
Total credits. . ....... 0.4 0.3 0.6 0.6 1.1 50.1
Total expenditures, 5.9 8.2 8.8 5.6 9.7 174.5

corporation. . ... ...
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Other Information (Unaudited)

Other.Claims
for Refund -

Managementhasestimated
amounts that may be paid out as
other claims for tax re funds. This
estimaterepresents anamount
(principalandinterest)thatmay
be paid for claims pend ing ju di
cialre view by the Fed eral courts
or, inter nally, by Ap peals. The to-
talestimated pay out(including
principal and interest) forclaims
pendingjudicialre viewbythe

Fed eral courts is $7.6 bil lion and
by Ap pealsis $11.4 bil lion. Al-
though these re fund claims have
been deemed to be prob a ble, they
do not meet the cri te ria in SFFAS
No. 5 for re port ing the amounts in
the bal ance sheet or for dis clo sure
in the notes to the fi nan cial state-
ments. How ever, they meet the cri-
teriainSFFASNo. 7 for in clu sion
assupplementalinformation.

Federal Taxes*Receivable Net

i e

In ac cor dance with SFFAS No. 7, some
un paid as sess ments do not meet the criteria
for fi nan cial state mentrec og ni tion as dis-
cussed in Note 1 to the fi nan cial state ments.
Althoughcomplianceassessmentsand
write-offs arenotconsideredreceiv ables

IRS—act ing on be half of the Fed eral Gow
ernment. Thereis,however,asignificant
differenceinthecollectionpotential of
thesecategories.

The com po nents of the to tal un paid as-
sessmentsandderivationofnetFederal

underFederalac countingstandards, they
represent le gally enforce able claims of the

taxesreceivable at September 30, 1999,
were as fol lows: '

(In billions of dollars)

Federal Taxes Receivable as of September 30

Less: Allowance for doubtful accounts

Total unpaid assessments. .. .......
Less: Compliance assessments. . . . ..

Write-Offs . . . ..............
Gross Federal Taxes Receivable. . . ..

........ 79.2

Federal Taxes Receivable, Net . . . . ..

$233.2
(27.0)

(127.0)

(56.5)

22.7

The Governmentcannotreason
ably es ti mate the amount of al low-
ance fordoubt ful ac counts per taining

penal ties, to tal ing $15 bil lion, as sessed against of-
ficersanddirectors of businesses who were
in volved in the non re mit tance of Fed eral taxes

toitscompliance as sessments, and  ithheld from theirem ployees. Therelated unpaid

thuscannotde ter minetheirnetreal iz
able value or the value of the pre-as-
sessment work-in-progress.

as sess ments of those busi nesses are re ported as
taxesreceiv able or write-offs, but the Government
also may re cover por tions of those busi nesses’ un-

Toeliminatedouble-counting, the paid as sess ments from any and all indi vid ual of fi-
complianceassessmentsreported cers and direc tors against whom a trust fund re-
aboveexcludetrustfundrecovery coverypenaltyisassessed.
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Appendix: List of Significant Government

Entities Included and Excluded

ThisFinancialReportincludestheexecutive,legislative isex cluded be cause or ganizations and func tions per tain
and judi cial branches of the Gov ern ment. Ex cluded are
privately owned Government-sponsoredenter prisessuch
as the Fed eral Home Loan Banks and the Fed eral Na tional
Mortgage Association. TheFederalReserve Systemalso and functions.

ingtomonetary policy aretraditionally sep arate from, and
independentof,othercentral Governmentorganizations

A M@W% W{W»

Slgnlflcant Entltles Included in these Statements

s i v o

Department of Agriculture (Agriculture) Commod ity Futures Trading Commis sion
www.usda. gov Environmental Protec tion Agency (EPA)

Department of Commerce(Commerce) www.epa.gov
www.doc.gov Executive Officeof the President

Department of Defense (DOD) Ex port-Import Bank of the United States
www.defenselink.mil WWW.exim.gov

Department of Education(Education) Farm Credit Ad min s tration (FCA)
www.ed.gov www.fca.gov

Department of Energy (Energy) Federal CommunicationsCommission (FCC)
www.doe.gov ’ www.fcc.gov

Department of Health and H Servi H
P rwwr\:v hhs. ge;lv and Human Ser vices (HHS) Federal Deposit Insurance Corporation(FDIC)

De part ment of Housing and UrbanDe vel op ment(HUD) www.fdic.gov
www.hud.gov Federal Emer gency Manage ment Agency (FEMA)

Depart t of Interior(Interi www.femagov
P m,%oi_goinor( terion) Fed eral Trade Com mis sion (FTC)

Department of Justice (Justice) www.fic.gov )

www.usdoj.gov General Accounting Office (GAO)
Department of Labor (Labor) WWW.ga0.gov

www.dol.gov General Services Administration(GSA)
Department of State (State) WWW. g5a.g0v

www .state.gov Gov ern ment Print ing Of fice (GPO)
Department of the Air Force (Air Force) WWW.Zp0o.gov

www.af.mil Li brary of Con gress LOC)
Department of the Army (Army) www.loc.gov

www.army.mil National Aeronauticsand Space Administration(NASA)
Army Corps of En gi neers WWW.nasagov

www.usace gov National ArchivesandRecords Administration
Department of the Navy (Navy) WWW.nara.gov

www.navy.mil National Credit UnionAdministration (NCUA)

Department of Transportation(Transportation)
www dot.gov

Department of the Treasury (Treasury)
WWW. ustreas .gov

WWW.ncua.gov
National ScienceFoundation(NSF)
www.nsf.gov

Department of Veterans Af fairs (VA) National TransportationSafety Board (NTSB)
WWW.Va.gov www.ntsb.gov

Agency forInternational De vel op ment (AID) NuclearRegulatory Commission(NRC)
www.info.usaid.gov WWW.NIc .gov

CentralIntelli gence Agency (CIA) Of fice of Man age ment and Bud get (OMB)
www.odci.gov/cia/ciahome.html www. whitehouse.gov/wh/eopfomb/html/

Con gressional Bud get Of fice (CBO ) ombhome.html]
www.cbo.gov Of fice of Per son nel Man age ment (OPM))

Commodity Credit Corporation WWW.0pm.gov
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Entities Included, cont.

Other boards and commissions SmithsonianInstitution

Otherlegislativeandjudicial www.si.edu

PensionBenefit Guaranty Corporation SocialSecurity Administration (SSA)
www.pbgc.gov . WWW.Sssa. gov

- Railroad Re tire ment Board (RRB) Tennessee Valley Authority (TVA)

www.rrb.gov www.tva. gov

Securitiesand Ex change Com mission (SEC) U.S.Information Agency
WWW.S€C.20V WWwWw.usia.gov

SmallBusiness Administration (SBA) U.S. Postal Ser vice
www.sba.gov WWW.USpSEov

Significant‘_‘jEntities Excluded from these Statements:

Army and Air Force ExchangeService FinancingCorporation

Board of Gov er nors of the Fed eral Re serve Sys tem Freddie Mac

Fan nie Mae Marine Corps Ex change

Farm Credit System Navy Ex change Ser vice Com mand
Fed eral Home Loan Banks ResolutionFundingCorporation
Fed eral Re serve Banks (FRBs) Sallie Mae

Federal Re tire ment Thrift In vest ment Board Thrift Sav ings Fund






