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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

ThisFi nancia Reportincludesthe
financial statusandactivi tiesof the
executivebranchand portionsof the
legislativeandjudi cial branchesof

theGov ern ment. Thisin cludesthose
Gov ernmentcor porationsthatare
part of the Fed eral Gov ernment. The
Appendix containsalist of sig nif i
cant Gov ernmententi tiesincludedin
thesefi nancial statementsandalso
containsapar tial list of enti tiesex-

cluded. For the pur posesof thisdoc u-
ment, “ Gov ernment” referstothe
U.S. Gov ernment. Thefi nancial re-
porting period isthe same used for
thean nual bud get. It isbased on the
Gov ernment’ sfiscal year, which
ends Septem ber 30.

Material intragovernmental trans
actionswereeliminatedinconsol i da-
tion, ex cept asdescribedinNote 16.

B. Basis of Accounting

TheFinancial Reportwasgener ally based on
generallyacceptedaccounting principles. These
princi plestypi cally recognize:

» Expenseswhenincurred.

* Non-exchangerev enuesonamodi fied
cash basisof ac count ing.

* Exchange (earned) revenueswhen earned.

Thisbasisof accountingdif fersfromthat used
forbudgetaryreporting.

Thisfiscal year, new ac counting standardsbe-
cameef fectivepertainingtodeferredmaintenance.

C. Revenue
Recognition

Gov ernmentrev enuecomesfromtwo

sources: hon-exchangetransactionsand
exchange transactions. Non-exchange
revenuesarisepri marilyfromexer ciseof
the Gov ern ment’ s power to tax and levy
duties, finesand penal ties. Ex change
(earned) rev enuesariseswhenaGov ern-
ment entity providesgoodsand ser vices
to the pub lic for aprice.

Remittancesof non-exchangerev enue
arerecognizedwhenreceived. Related
receiv ablesarerecognizedwhenmeasur-

ableandlegally col lectible. Refunds
and other off setsarerec og nizedwhen
measur ableandlegally pay ableand net-
ted against non-exchangerev enue.

Earnedrev enuerepresentsrevenue
earned from user chargessuchasad mis-
sionfeesto Federal parks, insur ance
premi ums, andfeeson Fed eral housing
andloanprograms. Itisrecognized
whentheGov ernment providesthe
goodsor ser vices.
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D. Direct Loans

and Loan Guarantees

Directloansobli gatedandloan
guaranteescommittedaf terfiscal
1991 arere ported based on the pres-
ent value of the net cash-flows es ti-
mated over thelife of the loan or
guarantee. Thedif ferencebetween
theout standing princi pal of theloans
and the present value of their net cash
inflowsisrecog nized asasub sidy
cost al low ance; the present val ue of
esti mated net cash out flowsof the
loanguar anteesisrecognizedasali &
bil ity for loan guar antees. The sub
sidy ex pensefor di rect or guar anteed
loansdisbursed dur ing ayear isthe
present value of esti mated net cash

out flowsfor those loans or guar an

tees. A subsidy ex pensealsois
recognizedformodi ficationsmade
dur ing the year to loans and guar an

teesout standing and for reestimates
made as of the end of the year to the
subsidy al low ancesorloanguar antee
li abil ity for loansand guar anteesout

standing.

Directloansobli gatedandloan
guar anteescommittedbeforefiscal
1992 may be re ported un der the at
low ance-for-loss method or the pres
ent-value method. Under theal low
ance-for-lossmethod, the out standing
princi pal of di rectloansisreduced by

E. Taxes Receivable

“Taxesreceivable” primarily
consist of uncol lectedtax assess
ments, penal tiesandinter est
when tax pay ers have agreed the
amounts are owed, or a court has
deter minedtheassessmentsare

owed. TheBal ance Sheet doesnot
includeunpaidassessmentswhen

nei ther tax pay ersnor acourt has
agreed that the amounts are owed

(compli anceassessments) orthe
Gov ern ment doesnot ex pect fur-
ther col lectionsduetofactors
such asthetax payer’sdeath,
bankruptcy or insolvency
(writeoffs). Taxesreceiv ableare
reported net of anal low ancefor
theesti mated por tion deemedto
be uncollectible.

anal low ancefor uncollectible
amounts; andtheli abil ity forloan
guar an teesisthe amount the agency
esti mateswould morelikely than not
requireafuturecashout flow to pay
default claims.

Under the pres ent-val ue method,
theout standingprinci pal of di rect
loansisreduced by anal low ance
equal tothedif fer encebetweenthe
outstandingprinci pal andthepresent
value of the ex pected net cash-flows;
andtheliabil ityforloanguar anteesis
thepresent value of ex pected net
cash out flowsdueto theloan guar an-
tees.

F. Inventories
and Related
Property

“Inventories’ areval uedat histor-
i cal cost. Histori cal cost methodsin
clude first-in-first-out, weighted av-
erage and moving average.
Esti matedrepair costsreducethe
valueof inventory heldfor repair.
Ex cess,obsoleteandunserviceable
inventoriesare val uedat esti mated
netreal izableval ues.

G. Property, Plant
and Equipment

“Property, plant and equip ment” usedin Gov ernment oper ationsare
carriedat cost. Depreci ationandamor ti zationex penseap pliesto prop-
erty, plant and equip ment re ported in the Bal ance Sheet ex cept land, un-
limiteddurationlandrights, and constructioninprogress. Depreci ation
isrec og nized using thestraight-linemethod over theas setsesti mated

useful lives.

H. Pension and
Post-Retirement
Health Benefits
Programs

“Pen sionand post-retirement healthben efit ex penses’ arerecorded dur -
ingthetimeemployeeservicesarerendered. Therelatedli abil i tiesfor de
fined ben efit pen sion plansand post-retirement healthben efitsarere
corded at esti mated present valueof futureben efits, lesstheesti mated
present valueof fu turenor mal cost contri butions.

“Nor mal cost” isthepor tion of theactuar ial present valueof pro jected
benefitsal located asex pensefor employeeser vicesrenderedinthecur rent
year. Actuarial gainsand losses (and prior and past ser vicecost, if any) are
rec og hizedimmedi ately intheyear they oc cur, withoutamortization.



NOTES TO THE FI NAN CIAL STATEMENTS

71

. Environmental
Liabilities

“Environmentalliabilities” arere-
corded at the esti mated cur rent cost
toremediatehaz ard ouswasteand ent
vironmental contami nation,assum
ing the use of cur rent tech nol ogy.
Remediation consistsof removal,
treat ment and/or safecontain ment.
Wheretech nol ogy doesnot existto
cleanup haz ard ous waste, only the
esti mableportionof theli abil ity, typ
i cally safecontain ment, isrecorded.

J. Deferred Maintenance

“Deferredmaintenance” ismaintenancethat wasnot per formed
when it should have been or was sched uled to be per formed and, there-
fore, isput off or delayedfor afutureperiod. Maintenanceistheact of
keepingfixedassetsinacceptableconditionincludingpreventative
maintenance,normal repairs,and other activitiesneededtopreserve
theasset sothatit continuesto provideac cept able ser vicesand
achievesitsex pectedlife. Maintenanceex cludesactiv i tiesaimed at
ex pandingthecapacity of anasset or other wiseupgradingittoserve
needsdif ferentfromthoseorigi nallyintended. “ Deferredmainte
nance” infor mationisdisclosedintheSupplemental Infor mationtothe
Financial Statements.

Deferred maintenanceex pensesarenot ac crued inthe State ment of
Net Cost, or rec og nized asli abil i tieson the Bal ance Sheet.

K. Contingencies

L. Social
Insurance

Liabilitiesforcontingencies
arerecognizedontheBal ance
Sheet when both:

e A pasttransactionor
event has oc curred.
« A futureoutflow or

other sacri ficeof re.
sourcesisprobableand

measurable.
Theesti mated contingentli a

amount within the range, then
that amount isrec og nized. If no
amount within therangeisa
better esti mate than any other
amount, thenthemini mum
amount in the range is rec og
nized.

Contingentli abil i tiesthatdo
not meet the abovecri teriafor
recogni tion, but for whichthere
isat|least areasonablepossi hil-

Aliabilityforsocial insur-
ance programs(Social Secu
rity, Medicare, rail roadretire
ment, black lung and
unemployment)isrecognized
for any un paid amounts due as
of thereporting date. Noli a
bilityisrecognized for future
ben efit pay mentsnot yet due.

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

better esti matethan any other gencies.

ity that aloss has beenin curred
are disclosed
18—Commitmentsand Contin-

For fur therinfor mation, see
theStewardshiplnformation
sectionon Stew ardshipRe
sponsi bil itiesand Note 19 on
Dedicated Collections.

in Note

M. Related Party Transactions

Fed eral Reserve Banks(FRBS), which are not part of
thereportingentity, serveastheGov ernment’ sdeposi tary
andfiscal agent. They pro cessFed eral pay mentsand de-
positsto Treasury’ sac count and ser vice Fed eral debt se-
curitiesFRBsowned $488.9 hil lion of Fed eral debt secu-
ri tiesheld by thepublic asof Septem ber 30, 1999. FRB
earningsthat ex ceed stat u tory amountsof sur plusestab-
lished for FRBs arepaidtothe Gov ernment and arerec og-
nized asnon-exchangerev enue. Thoseearningstotaled
$26.0bil lionfor theyear ended Sep tem ber 30, 1999. The

pri mary sourceof theseearningsisfrominter est earned
on Fed eral debt securi tiesheld by the FRBs.

FRBsissueFed eral Reservenotes, thecir culating cur
rency of theUnited States. These notesarecol lat er a ized
by specific assetsowned by FRBs, typi cally Fed eral debt
securi ties. Fed eral Re servenotesare backed by thefull
faith and credit of the U.S. Gov ern ment.

The Gov ern ment does not guar an tee pay ment of Gowv
ernment-sponsored enter prisesli abil i tiessuch astheFed-
eral National MortgageAssoci ationortheFed eral Home
LoanMortgageCor poration, whicharepri vately owned.
Theseenter prisesalsoareex cludedfromthereportingen

tity.
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Note 2. Cash and Other Monetary Assets

Cash

“Cash,” in the amount of $60.4 bil -
lion, consistsof:

 Treasury bal ances held at the
FRBs net of out standing
checks.

» Treasury bal ancesinspecial
depositaries, known as the U.S.

Gold

“Gold” isval ued at the stat utory
price of $42.2222 per fine troy
ounce. Asof Septem 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
report ing date was $299.00 per fine
troy ounce. Gold was pledged as
col lateral forgoldcertifi catesissued
tothe FRBstotaling$11.0bil lion.
SeeNote14—OtherLiabil i ties.

Treasury Tax and Loan Note
accounts.

« Funds held out side of Trea

sury and the FRBs by au tho-
rizedfiscal of fi cersor agents.

« Moniesheld by Gov ern ment
col lectionanddisbursingof fi
cers, agen cies' undeposited col -
lections, unconfirmeddeposits,
and cash transfers.

. Timedepositsatfi nancia in
stitutions.

TheGov ernmentmaintainsfor mal
arrangementswithnumer ousbanks
tomaintaintimedepositsknown as
“compensatingbal ances.” These bal -
ances com pen sate the banksfor ser-
vicesprovidedtothe Gov ernment,
suchasmaintaining zero-balance ac-
countsfor thecol lectionof public
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 . .. ..

Domestic Monetary Assets

“Domesticmonetary assets’ consistof liquidassets,

other than cash that are based on the U.S. dol lar, in
cludingcoains, sil ver bul lionand other coinagemet als.

Theseitemstotaled $1.7 bil lion.

International Monetary Assets

Assetsval ued onabasisother than
theU.S. dol lar comprise“Inter na-
tional monetary assets.”

TheU.S.reserveposi tioninthelrn-
ter national Monetary Fund (IMF)
representsaninvestmentinthel MF.
ThelMFprovidesfinancial assis
tance to about 180 coun tries. It seeks
to promotecur rency ex changestabil-

ity.

Only apor tion of there quired pay-
ment to the IMF was paid in cash,
withtheremain der treated asasub-

scription. Therecorded bal anceis

shown net of thesub scription por tion,
whichrepresentsaletter of credit pay
able to the IMF.

As of September 30, 1999, the re-
mainingavail ablebal anceunderthe
let ter of credittotaled $31.4 billion.
TheU.S.reservepositionintheIMF
hasaU.S. dol lar equiv alent of $19.2
bil lion as of that date.

Specia DrawingRights(SDRs) are
interest-bearingassetsobtained
throughei ther IMFal locations, trans

actionswith IMFmem ber countries

orinterestearningson SDRholdings.
Treasury’ seExchangeStabili zation
Fund held SDRstotal ing$10.3hil lion

at the end of fiscal 1999. Those hold
ingsaresimilartoaninvestmentin
the IMF.

On September 30,1999, “ Other li a-
bilities’ includedan$6.8bil lionin-
ter est-bearingli abil ity tothe|MF.
Thisliability consisted of SDRs ob-

tained through IMF alocations.
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International
Monetary
Assets, cont.

The SDRAct of 1968 authorized
theSecretary of the Treasury toissue
SDR certifi catestoFRBsin ex-
change for cash. The value of these
certifi catescan not ex ceed thevalue
of the SDR holdings. TheSecretary
of the Treasury deter mineswhenthe
FRBscanredeem the SDRcer tif i
cates. Theliability for such re demp-

tions, whichtotaled $7.2 bil lion at the
end of thefiscal year, isincludedin
Notel4—OtherLiabilities.Each
SDR wasval ued at $1.38769 as of
Septem ber 30, 1999.

“International monetary assets”
also includefor eigncur rency and
othermonetary assetsdenomi nated
inforeigncur rency.

Note 3. Accounts Receivable

“Accountsreceivable” includingrelatedinterestre
celv able, rep resent claimsto cash or other assetsfrom
enti tiesout sidethe Fed eral Gov ernment that arise
fromthesaleof goodsor ser vices, duties, fines, certain
li censefees, recov eries, or other provi sionsof thelaw.

ber 30, 1999.

Anal low ancefor esti mated| ossesdueto uncollectible
amountsisestab lished whenitismorelikely than not
that thereceivableswill not beto tally col lected. Ac
countsreceiv ablearenet of anal low ancefor
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:
Department of Energy . .. ... 41
Bureau of Reclamation. . . ... ... .. . . . . . e 3.5
Foreign military sales . . . . ... ... 24
Federal family education loan program .. .......... ... .. .. 1.8
Operations and maintenance . ... ...... .. ..t 16
Multi-Peril Crop Insurance Fund. . ... ... ... . 0.8
Tennessee Valley Authority power program . . .. ...t 0.7
Hazardous Substance Superfund . . .. ... ... .. .. . . 0.6
Minerals Management SErviCe . ... ....... .., 0.5
Mail delivery service. . . . ... .. 0.5
Veterans Health Administration . . .. ......... .. ... ... .. ... ... ..... 04
Veterans Benefits Administration . . . ....... .. .. .. .. . . e 0.2
All other programs . . .. ... 17.9

. 35.0
Total accounts receivable, net. .. ......... .. ... .. ... ..
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Note 4. Loan and Loan Guarantee Programs

TheFedera Gov ernment usestwo
meth ods, di rect loansand loan guar-
anteeprograms,toaccomplishthe
same goals. These goals are to pro-
motetheNation’ swel fareby making
direct loans and guaranteeing
non-Federal loansto seg ments of the
populationnotadequately served by
non-Federal insti tutions. For those
unabletoaf ford credit at the mar ket
rate, Federal creditprograms provide
sub si diesintheform of di rect loans
of fered at aninter est ratelower than
the mar ket rate. For those to whom
non-Federal fi nancial insti tutionsare
reluctant to grant credit be cause of
thehighriskinvolved, Fed eral credit
programsguar anteethe pay ment of
these non-Federal loansand ab sorb
the cost of defaults.

The long-term cost of loans and
guar anteesout standingfor loansobli-
gated or guar anteescommitted af ter
fiscal 1991isthesubsidy cost al low-
ancefor di rectloansout standing and
theli abil ity for loan guar anteesout-
stand ing as of the end of fiscal 1999.
Thelong-term cost for loans ob li-
gated or guar anteescommittedbefore
fiscal 1992 istheal low ancefor
uncollectibleamounts (or present
valueal low ance) for di rect loansout-
standingandtheli abil ity for loan
guarantees outstanding. The
long-term cost isbased on all di rect
loansand guar anteed loansdisbursed
infiscal 1999 and previ ousyearsthat
areout stand ing asof theend of fiscal
1999. Itin cludesthe sub sidy cost of
theseloansand guar anteesesti mated
asof thetimeof loan disburse ment
andsubsequentadjustments such as
modi fi cations, reestimates,amorti za
tion and write-offs.

“NetLoansReceivable’ includere-
latedinter est andforeclosed property.
They arein cluded in the as sets sec-
tion of the Bal anceSheet.

Thetotal subsidy ex penseisthe
cost of di rect loans and loan guar an-
teesrecognizedduringfiscal 1999. It
consistsof thesub sidy ex pensein-
curredfor di rect and guar anteedloans
disbursed duringfiscal 1999, for

modificationsmadedur ingfiscal
1999 of loans and guar an tees out
stand ing, and for reestimates as of the
end of fiscal 1999 of the cost of loans
and guar anteesout standing. Thisex
penseisin cluded in the State ment of
Net Cost.

TheDi rect Student L oan program,
establishedinfiscal 1994, of fersfour
typesof ed u cationloans: Stafford,
Unsubsidized Stafford, PLUSfor par-
entsandconsol i dationloans. Ev +
denceof fi nancial needisrequiredfor
astudenttoreceiveasubsi dized
Stafford loan. The other three loan
programsareavail abletobor row ers
at all incomelev els. Theseloansusu-
aly mature9tol3 yearsaf ter the stu-
dentisnolongerenrolled. They are
unsecured.

Rural Electrifi cationand Telecom
mu ni cationsloansarefor the con
structionandoperationof generating
plants, electrictransmission, anddis
tri butionlinesor systems. These
loanscarry anav er agematurity of
greater than 20 yearsand areusu ally
secured.

Themajorrural programsare
funded throughtheRural Housing In-
sur anceFund programac count,
which includes:

* Very low and low-to-moder
ateincomehomeown er ship
loansand guar antees.

* Very low-income housingre
pair loans.

* Multifamily housingloans
andguar antees.

« Domesticfarmlabor housing
loans.

* Housing site loans.

 Credit sales of acquired prop-
erty.

Loanprogramsarelimitedtorural
ar easthatincludetowns, vil lagesand
other placesnot part of an ur ban area.
Themajor ity of theseloansmaturein
ex cessof 25 yearsand are secured by
the prop erty of the bor rower.

TheFederal Family Education
Loan program, for merly knownasthe
Guar anteed Student Loanprogram,
wasestablishedinfiscal 1965. Like

the Di rect Stu dent Loan pro gram, it
of fersfour types of loans:. Stafford,
Unsubsidized Stafford, PLUS for
par entsand consol i dationloans.

TheAgency for Inter national De
vel opment provideseconomicassis-
tanceto selected countriesin sup port
of U.S. ef fortstopromotestabil ity
andsecurity inter estsinstrategicre-
gions of the world.

Ex port-Import Bank aidsinfi nanc-
ingand promotingU.S. ex ports. To
accomplishitsobjectives,thebank’s
au thor ity and re sources are used to:

» Assumecommer cial and po-
liti cal risk that ex port ersor pri
vateinstitutions are unwilling
or areun ableto un der take.

* Overcomematurity and other
limi tationsinpri vatesector fi-
nancing.

* Assst U.S. ex portsto meset
foreign of fi cially spon sored ex
port creditcompeti tion.

» Providelead er shipand guid-
anceinex port fi nancingtothe
U.S. exportingandbank ing
commu ni tiesandtofor eign bor-
rowers.

Re pay ment termsfor theseloans
areusu aly 1to 7 years.

TheFederal HousingAdministra
tion (FHA) providesmort gagein sur-
anceen cour aginglend erstomake
credit avail ableto ex pand home own-
ership. FHA predomi nately serves
borrowersthat the con ven tional mar-
ket doesnot ad equately servesuch as
first-time home buyers, minorities,
lower-incomefamiliesandresi dents
of under served ar eas.

VeteranHousingBenefitsprovide
par tial guar anty of resi dential mort-
gageloansissuedtoel i gi blevet er ans
reservistsand ser vice mem bers by
privatelenders. Thisguar anteeal-
lowsveterans, reservists and sarvice
mem bersto pur chaseahomewith out
asub stantial down pay ment.

Other loanguar anteesinclude:
Small Busi nessAdministrationloans
tomi nor ity busi nesses; andtheFarm
Ser viceAgency for farmowner ship,
emer gency and di saster loans.
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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) Outstanding Outstanding able Government 1999
Direct Loans:
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
SovietUnion .. ....... 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
auction sales......... 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 (0.2)
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
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Note 5. Taxes

Receivable

Taxesreceiv ablearethegross
tax receivablesnetof al lowance
for doubtful accounts.

(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

“Inventoriesandrelated property”
consistof thecat egorieslistedbelow,
net of al low ancefor ob soleteand un
serviceableinventory, asof Septem
ber 30, 1999.

“Inventory heldfor sale” includes

tan gi bleper sonal prop erty heldfor
sale, net of al low ances.

“OperatingMaterialsand Sup
plies’ arecom prised of tan gi ble per-
sonal prop erty pur chased for usein
normal operations.

“Materialsand sup pliesheldfor fu
tureuse” includetan gi bleper sonal
prop erty not readily avail ableinthe
mar ket or held be causethereismore

than a remote chancethat they will
eventually beneeded.

“Stock pilematerials’ arestrategic
andcriti cal materi alsheldfor usein
national defense, conser vationor na
tional emer genciesduetostat utory
requirements; forexample,cobalt,tin
and nickel.

“Commodities” includeitemsof
com merce or trade that have an ex-
changevalueusedto stabi lize or sup-
port mar ket prices.

“Seizedmonetaryinstruments”
compriseonly monetary instruments.
Thesemonetaryinstrumentsare
awaitingjudgementtodeter mine

owner ship. Therelatedli abil ity isin
cluded in “Other liabilities.” Other
prop erty seized by the Gov ernment,
suchasreal prop erty andtangi ble
per sonal property,isnotincludedasa
Gov ernment asset. Itisaccountedfor
in agency prop erty-management re-
cordsuntil theproperty isfor feited,
returnedor otherwiseliqui dated.

“Forfeited prop erty” iscom prised
of monetaryinstruments,intangible
property, real property andtangi ble
per sonal property ac quiredthrough
forfeiture proceedings; property ac-
quired by theGov ernmenttosatisfy a
taxli abil ity; and un claimed and aban-
donedmer chandise.

Inventories and Related Property as of September 30
(In bil 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 04
Seized monetary instruments .. .......... - 0.1 0.1
Forfeited property . . . ...... ... ... .. .. - 0.1 0.1
Total inventories and related property . . . 1285 448 1733
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“Property, plantand equip ment” consist of tangi bleassets, includ
ingland, buildings, struc turesand other as setsused to pro vide goods

Note 7. and services. Cer taintypesof tangi bleassets, col lectively referredto
as"“ Stew ard ship Assets,” arenot re ported asprop erty, plant and
Pro perty, Plant equipment or elsewhere on the Bal ance Sheet. Thisisbased on ac-

countingstandardsthat becameef fective for fiscal 1998. " Stew ard-
shipassets’ include” National defenseassets,” “Heritageassets’ and
“Stew ardshipland.” TheseassetsarepresentedintheStew ard shipIn-
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 55 19.9
Automated data processing software. . .. .. .. 3.8 2.0 1.8
Assets under capital lease . .............. 1.5 0.5 1.0
Leasehold improvements . ............... 2.0 0.7 1.3
Total property, plant and equipment . . .. .. 17.8 2190 298.8
Note 8. Other Assets Other Assets as of September 30

(In billions of dollars)

Thecategory of “Other assets” consistsof ad

vancesand prepay ments, securi tiesandinvest ments, Securities and investments . . . . . .. 17.2
andother Governmentassetsnototherwiseclassified. Advances and prepayments. . . . . .. 13.0
Thisfigurepresentssecuri tiesat cost, net of unamor-

tized premi umsand discounts. Other . ..., _241

Total other assets . ........... 943
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Accounts Payable as of September 30

(In billions of dollars)

Agency:
Interest on Federal debt securities

held by the public . ...................... 42.6

DOD ... . e 16.7

Note 9. OPM . oo e 1.2

ACCOU ntS U.S. Postal Service ....................... 4.0

NASA . . 2.9

Payab|e AQRCUIUIE. . oo oo 2.7

VA 2.3

HUD ... . 1.8

The figureunder “ Accountspay- JustiCe. .. . 1.6

able” includes” InterestonFederal AID . 1.4

debt securi tiesheld by thepublic.” General Services Administration ... ........... 1.2

Thisreflectsunpaidinterestaccrued Transportation . .. .............ouiuinin.. 1.0

on Federal debt securi tiesheld by the ENergy . ... 1.0

pub lic (see Note 10) asof Septem ber Executive Office of the President . ............ 1.0
30, 1999, Other ac countspay ableare All other departments .. .................... _4.4

for goodsand prop erty or dered and
received, andfor ser vicesrendered Total accounts payable. . .. .............. 858
by other than em ploy ees.

Note 10. Definitions of Debt
Federal Debt * Gross Fed eral Debt - All Government debt, whether is-
SeC u ritieS sued by Treasury (Treasury se curities) or by other agen-
cies (agency securities). “Gross Federal debt” is either held
Held by by the pub lic or by Fed eral Gov ern menten i ties.
. . Debt Held by the Public - Fed eral debt held out side the
the Public Governmentbyindividuals, cor porations, State orlo cal

gov ern ments, the Fed eral Re serve Sys tem, and for eign
governments and central banks.
« Intragovernmental holdings - Fed eral debt held by

“Fed eral debt held by thepublic” Gov ern menttrust funds, re volving funds and special funds.
totaled $3,631.6 bil lionat theend

of fiscal 1999. Theaccompanying

Federal Debt Securitiestablede-
tailsGov ernment borrowingtofi-

nanceoper ations. Thistableshows  intragovernmental hold ingsin con ries, domestic series, and
debtat facevalue. Unamortizedpre- ~ solidation. sav ingsbonds).

mi umsareadded and unamor tized Securi tiesthatrepresent debtheld * Non-interest bear ing debt
discountssubtracted. by thepublicarepri marilyissuedby (matured and other).

“ Intragovernmental holdings” theTreasury andinclude: Asof Septem ber 30, 1999, $5,568
representthepor tion of thegross . bil lion of Fed eral debt wassub ject
Federal debt held asin vest ments by * Interest-bearing marketable . 5 gt 4 utory limit (31U.S.C.
Governmententities. securi ties(bills, notesand 3101). That limit was $5,950 bil-

Thisincludesmajor trust funds. bonds). lion. The debt sub ject to the limit irr
For moreinformationontrust * Interest-bearing nonmarket  cludes:
funds, seeNote19—Dedi cated Col- able securities (foreign series, « Debt held by the public and

lections. Thisreporteliminates State and lo cal gov ern ment se- intragovernmentalholdings,
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less most agency securities, Fed eral Fi nancing Bank debt,
Note 10. Federal miscel laneousdebt, and unreal ized discount on Gov ernment
accountseriessecurities.

Debt , CON t. « Unamortized net discountsonpublicissuesof Treasury
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 Fiscal 1999
Treasury Securities:
Marketable securities . .................. 3,331.0 (98.0) 3,233.0 6.341%
Non-marketable securities................ 2,187.7 226.6 2,414.3 6.674%
Non-interest bearing debt .. .............. 7.5 1.5 9.0

Total Treasury securities .. ............. 0,526.2 130.1 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
and discounts. . ..................

789 15 80.4

5,464.2 127.7 5,591.9

Agency Securities:
Tennessee Valley Authority . . .. ........... 26.7 (0.8 25.9

All other agencies. . .. .................. 2.3 0.2 21

Total agency securities,
net of unamortized
premiums and discounts . . . ......... 29.0 1.0 28.0

Total Federal debt 54932 1267  5,619.9

Less: Intragovernmental holdings,
net of unamortized premiums

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

Total Federal debt securities 3717.7 (86.1) 36316
held by the public .. ............ ' ’

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

Beginning ChNaitge 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 . . .. ........ 451.3 30.0 481.3
DOD, military retirement . . .......... ... ... .. ... .. 1338 75 141.3
HHS, Hospital Insurance Fund. . . .................. 1183 35.4 153.7
SSA, disability insurance. . . ....... ... .. o L 77.0 15.7 92.7
Labor, unemployment. . .. ........ .. . .. . o 70.6 6.8 77.4
HHS, supplementary medical insurance .. ............ 39.5 (13.0) 26.5
FDICTuNdS. . . ... 39.1 17 40.8
Railroad Retirement Board. . . .. ................... 21.8 26 24.4
OPM, Employees Life Insurance .. ................. 19.4 13 20.7
Transportation, Highway Trust Fund . . . .. ............ 17.9 10.2 28.1
Energy, nuclear waste disposal . .. ................. 11.2 40 15.2
All other programs and funds . . . ................... 1176 80 125.6
Subtotal . ... . 1,7708 2191 1,989.9
Plus: Unamortized net premiums (discounts) . ......... 4.7 (6.3) (1.6)
1,7755 2128 1,988.3

Total intragovernmental holdings, net . .. ..........
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TheGov ernment of fersitsemploy eeslife and health in sur ance, as
well asretirement and other benefits. Thesebenefitsapplytocivil ian
andmilitary employ ees.

TheFederal Governmentadministers more than 40 pen sion plans.
NOte 11 TheOf ficeof Per sonnel Man agement (OPM) ad ministersthelargest

civilianplan. Depart ment of Defense(DOD), meanwhile,administers
Fed eral E m p I Oyee thelargestmili tary plan. TheGov ernment of fersbothdefined benefit

anddefinedcontri butionpensionplans. Thelargest aredefinedbenefit
an d V.eteran plans. Thechangeinactuarial accrued post-retirement health ben efits
Benefits Payab le liability and com po nents of related ex pensefor fiscal 1999 are pre
sented below.

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 burial benefits . . . ........ ... .. . oL - 483.2 4832
Liability for other benefits. . . .. ................. 49.0 5.6 54.6

Total Federal employee and

veteran benefits payable. . .. ............... 12539 1,346.8 2.600.7

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. . .................. 990.3 650.5 1,640.8
Pensionexpense:
Normal costs . . ...... ... .. ... 22.2 10.4 32.6
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
Benefits paid . ......... ..ot (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

Significant Assumptions Used in Determining

Pension Liability and the Related Expense

(In percentages) Civilian Military
Rate of interest . . ........... ... ... .. ... ....... 7.00% 6.25%
Rate of inflation. .. .......................... 4.00% 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. .. ....... ... .. ... ... 1818 223.4 405.2
Prior period adjustments. . ... ........ ..., - (37.5) (37.5)
Corrected beginning post-retirement health
benefits liability . . . ........ ... ... .. .. 1818 185.9 367.7
Post-retirement health ben efits expense:
Normal Costs . . ... ... 60 4.7 10.7
Interest on liability. . . ......... ... .. .. . 11.8 120 23.8
Actuarial (gains)/I0SSeS . . . . oo v v (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
Rate ofiinterest. . .. ... ... ... .. .. 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-
proxi mately 90 per cent of all Federal
civilianemploy ees. Thisplanin
cludestwo com po nentsof defined
benefits. Thosearethe Civil Service
Retirement System(CSRS and the
Federal Employees’ Retirement Sys
tem (FERS). Thebasic benefitcom-
po nentsof the CSRS and the FERS
arefi nancedandoper ated throughthe
Civil ServiceRetirementandDisabil
ity Fund (CSRDF).

CSRDF mon eysaregen er ated pri-
mar ily from em ploy ees, agency con
tri butions, pay mentsfrom the gen eral
fundandinter estoninvest mentsin

Federal debtsecuri ties. SeeNote
19—Dedi catedCol lections, Civil
ServiceRetirement and Disabil ity
Fund.

TheFedera Retirement ThriftIn-
vestmentBoard,anindependent
Gov ernment agency, oper atesthe
Thrift SavingsPlan. Fed eral em ploy
eesandretir eescov eredbyCSRSand
FERSown the fund's as sets. This F
nan cial Report ex cludesthisfund be
cause the employees own its assets.

Fed eral debt held by thefundisin-
cludedandclassi fied as Federal debt
held by the pub lic. FERSemploy ees
may contrib uteupto 10 per cent of
base pay to the plan, which the Gov
ern ment matchesup to 5 per cent.
CSRS employ eesmay contributeup
to 5 per cent of base pay with no Gov
ern ment match.

The Thrift Sav ings Plan held $29.4
bil lioninnonmar ket able Treasury se

curi tiesasof September 30, 1999.
TheFederal Government’ srelated|i-
abilityisincludedin“Total Federal
debt securi tiesheld by thepublic” in
the Bal ance Sheet.

Health Benefits

Civilianretir eespay thesamein
sur ancepremiumasactiveem ploy-
eesundertheFederal Employee
HealthBenefitsProgram (FEHBP).
Thesepremi umscover only apor tion
d the costs.

Other Benefits

Employeeandannuitantcontri bu
tionsandinter estoninvest ments
fund apor tion of the Fed eral Em-
ployees Group Lifeln sur ance pro-
gram. Thisin sur ancepro gram pays
[ri vateinsur ancecom paniesfor Fed-
eral employ ees grouplifeinsurance.
TheOf ficeof Per sonnel Man age-
mentadministersthisprogram.
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Military Employees

(Including Veterans)

Pensions

TheDepart ment of Defense
(DOD) Military Retirement Fundfi
nancesmil i tary retirement and sur-
vivorbenefitprograms.

Themilitaryretirementsystem
con sists of afunded, noncon-
tributory, definedbenefit plan. It ap-
pliestothe Army, Navy, Marine
Corpsand Air Force. Thissystem
includes non-disability retirement
pay,disabil ity retirement pay and
retirement pay forreserveservice
andsur vi vor annuity programs.

Health Benefits

Military benefitsentitleretirees
and their depend entsto health care
inmilitarymedical facilitiesif afa-
cil ity can providetheneeded care.
Until they reach age 65, mil i tary re-
tir eesand their depend entsalso are
entitled to bereim bursed for the
cost of health carefrom ci vil ian pro-
vid ers. A premium ischarged to en-
rollinDOD’ sci vil iancareprogram.
Inaddi tion, therearedeductibleand
copayment requirementsfor ci vil-
ian care. Af ter they reach 65 years
of age, Medicarecov ersmil i tary re-
tirees.

Militaryretireehealthcarefig-
uresincludethecost of ed u cation
andtraining, staff ing, buildingsand
equipment, aswell astheoper ations
and maintenanceof medi cal facil i
ties. They also includeclaimspaid
tocivilian providersand the cost of
administeringthe program.

Compensation
and Burial Benefits

TheGov ernment com pensates
disabledvet eransandtheir sur vi
vors. Vet eranscompensationispay-
ableasadisabil ity ben efit or asur-
vivor’sbenefit.Entitlementto
com pensationdependson: thevet
eran’sdisabil i tieshavingbeenin
curredin, or aggravated dur ing, ac-
tivemil i tary ser vice; deathwhileon
duty, or deathre sulting from ser-
vice-connecteddisabil i ties, if notin
activeduty.

Burial benefitsinclude a burial
andplotorintermental low ance
pay ablefor avet eran, who at the
timeof death, qual i fiedtoreceive
compensationorapension, or
whose death oc curredina VA facil-
ity.

Theli abilityforveteranscompen-
sationandburial benefitspay able
decreasedinfiscal 1999 by $97.8

bil lion. Thepri mary factor contrib.
utingtothisdecreasewasachange
ininter estrateassumptions. Dueto
this change, the State ment of Net
Costitemtitled”Veteransbenefits
and services” decreased by $204.8
bil lion.

Other Benefits

Veteransinsuranceincludesthe
fol lowingprograms:

* United States Gov ern ment
Lifelnsuranceestablishedin
1919 to han dle new is sues and
the con ver sion of World War |
Risk TermInsur ance.
« National ServiceLife Insur-
anceestablished in 1940 to
meet the needs of World War |1
servicepersonnel.
* VeteransSpecial Life Insur-
anceestablished in 1951 for
Korean vet er answho did not
have ser vice-connected dis abil -
ities.
* Service-Disabled Veterans
Insurance established in 1951
for vet er answith ser
vice-connecteddisabil ities.
» VeteransReopened|nsurance
establishedal-yearreopening
in 1965 of National Ser vice
Lifelnsur ancefor cer tain dis-
abled World War |1 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 |1 and the Cold
War, the United Statesdevel oped a
massiveindustrial complextore
search, produceandtest nuclear
weapons. Thisincludednuclear re
actors, chemi cal processingbuild
ings, metal machiningplants,labo
ratoriesandmaintenancefacil i ties.

Theseactivitiesleftanenviron-
mental legacy of contami natedar eas
and buildings. Vol umesof wasteand
special nuclearmaterialsrequire
treat ment, stabi li zationanddisposal.
The resultingenvironmental liabil
tiesconsist of thecostsasso ci ated
withremoving, containingand/or
disposing of thishaz ard ouswaste.

Ofthoseenvironmentalliabilities,
this report presentsonly cleanup
costsfromFederal operations
knowntoresultinhaz ard ouswaste
that the Federal Governmentisre
quired to clean up by Fed eral, State,
orlocal statutesand/orregulations.

The Departmentof Energyin-
curredoper atingandcapi tal ex pen
di turestotal ing$5.8bil lioninfiscal

1999. It used these funds to
remediateleg acy waste. Thisin
cludes nuclear materi alsandfacil +
tiesstabi li zation, and wastetreat-
ment, stor ageanddisposal activities
ateachinstal lation.

“Environmental managementfa
cil i tiesand sites” includecostsfor
environmental restoration; nuclear
material andfacil ity stabili zation;
andwastetreat ment, stor ageanddis
posal activitiesateachinstal lation.
Italsoincludescostfor related activ
i tiessuchaslandlordresponsi bil i
ties,program managementandle
gally prescribed grants for
partici pationandoversight by Na-
tiveAmeri cantribesandregulatory
agencies.

“Activeandsurplusfacilities”
representanticipated remediation
cost for thosefacil i tiesthat are con
ductingongoingoper ationsbut ul t
mately will requirestabi li zation, de
activationand decommissioning.

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

providefor per manent disposal of

theNation’shigh-level radioactive
waste and spent nu clear fudl.

Projectswithnocur rentfeasi bil ity
remediation ap proach areex cluded
from the esti mate. Significantpro-
jectsnot in cluded are;

* Nuclearexplosiontestar eas
(e.g., Nevadatest site).

* Largesurfacewater bodies
(e.g., Clinchand Colum bia
Rivers).

« Most ground water (even
with treat ment, fu ture use will
berestricted).

» Somespecial nuclear mate-
rial (e.g., uranium
hexafluoride).

The Department of Defense
(DOD) isresponsi blefor thecleanup
of facil i tiesitoperatesor hasoper-
ated,including restorationof active
and Base Realign ment and Clo sure
instal lationsand for merly used de-
fensesites; disposal of chemi cal
weapons; envi ronmental costs asso-
ci atedwiththedisposal of weapons
systems(pri marily nuclear pow ered
air craftcar ri ersand submarines); 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:
Training ranges.
Active installations

Environmental management facilities and sites

High-level waste and spent nuclear fuel

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

Theseamountsaretheben efits
owed to programrecipi entsor medi-
cal serviceprovidersasof thefiscal
year end that have not yet been paid.
Foradescriptionof theprograms, see
theStewardshipResponsi bil itiessee
tionunder StewardshipInfor mation.

(In billions of dollars)

Benefits Due and Payable as of September 30

Grants to States for Medicaid

(Medicare Part B)
Federal Disability Insurance

Supplemental security income
Railroad retirement. . ... ... ..
Unemployment insurance

Other benefits

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

Federal Supplemental Medical Insurance

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
bank depositinsurance, guar antees
of pensionbenefits, lifeand medi cal
insurance. They alsoincludeinsur
anceagainst dam ageto prop erty
(home, cropsand air planes) caused
by perilssuch asflood ing and other
nat ural di sasters, risk of war, andin-
solvency.

“Accruedwagesandbenefits”
consistof theesti matedli abil ity for
civilianandcommissionedofficers’
sal ariesand wages earned but un

paid. They also in clude funded
an nual leave and other em ployee
ben efitsthat have been earned but
areunpaid.

Amountsre ceived for goods and
servicestobeprovided comprise
“Advances from others’.

“ExchangeStabili zationFund”
includesSpecial DrawingRights
(SDRs) certificatesissuedtothe
Federal ReserveBanksandal loca
tionsfromthelnter national Mone
tary Fund.

“Other debt” includesGov ernment
obligations,whether scured or unse

cured, not in cluded in pub lic debt.

“Goldcertificates” aremone-
tarizedpor tionsof gold and the cer tif
i catesaredepositedintheFederal Re
serve Bank.

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

“Othermiscel laneousliabilities”
includeamounts ac crued for contin
gent liabilities.

(In_billions of dollars)

Other Liabilities as of September 30

Advances from others

Gold certificates
Deferred revenue

Exchange Stabilization Fund
Other debt. . ... ... .

Unclassified deposited funds
Other miscellaneous liabilities

INSUrANCEe ProgramS. . . . v v vt e e e e e e e e e e
Accrued wages and benefits

Total other liabilities. . . . ...... ... ... . . . .
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Note 15. Collections and Refunds of Fed eral Revenue

Treasury istheFederal Government’ sprinci pal reve-
nue-collecting agency.

Collectionsof “Indi vidual incomeandtax withhol d-
ings’ includeesti matedincometax pay mentsby indi vid-
uals, Social Security and Medicaretaxes, rail road retire-
ment taxesandin di vid ual incometax with holdings.

Refundsof “Indi vidual incomeandtax withholdings”
includerefundsfromthe Earned In come Tax Credit
(EITC). The EITCisarefundablecredit for tax pay ers
whowork andwhaoseearningsfall below theestab lished

ceil ing. A refund ablecreditisfirst usedto off setany indk

vid ual taxesowed; any remainingamountsareissuedto
thetax payer. Amountsreportedfor cor porateincome
taxesintax year 1999 in clude cor po rate taxes of $8 bilt

lionfor tax year 2000. Infiscal 1999, the|RSissued $25.6

bil lionin EITCrefunds. Anaddi tional $4.9bil lion of the
El T Ccreditswereappliedtoreducetax payer li abil ity.
These EITC amountsarein cluded in “Gross Cost” in the
Statement of Net Costs asacom po nent of thein come se

curityfunction.

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 11,0204 547.4 11.4 9.0
Corporate incometaxes .............. 216.0 1428 62.5 1.1 9.6
Unemploymenttaxes. ................ 26.5 24.6 1.9 - -
Excisetaxes .. ........ ... . .. 72.0 48.4 235 - 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 7.4 - -
Feesand licenses. . . ................ 1.6 1.6 - - -
Fines, penalties, interest and other taxes. . 6.7 4.4 2.3 - -
Total . ... 1,9845 12799 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 6.3 11.8
Unemploymenttaxes............... 0.1 - 0.1 - -
Excisetaxes ..................... 1.3 0.2 0.4 - 0.7
Customs duties. . ................. 1.2 0.4 0.3 01 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

Thereconcil i ation of the* ChangeinNet Posi tion” re-
quiresthat thedif fer encebetween ending and beginning
net po si tion equal sthe ex cessof rev enuesover cost, plus
or minusprior periodadjust ments.

Theunreconciledtransactionsneededtobringthe
change in net posi tioninto bal ance net to $24.4 bil lion.

* Improperrecordingof intragovernmental trans-
actionsby agencies.

 Transactionsaffecting Bal ance Sheet as setsand
liabilitiesnot properlyidenti fiedby agenciesas
prior periodadjust ments.

- Timing dif fer encesand er rorsinthereporting of
transactions.

TheFederal fi nancial community considerstheidenti fi-

The three pri mary factorsaf fectingthisout-of-balance  cationandreportingof theseunreconciledtransactionsa

situationare:

priority.
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“Priorperiodadjust ments”
consist of anet $6.9 bil lion ad-
just ment totheopening net posi-
tion, to cor rect errorsin prior pe-
riods.

Significant compo nentsof this
netadjustmentinclude;

« A $37.5hil liondecrease
of thebegin ning post-retire-
ment health benefitsliabil-
ity for military personnel
(see Note 11— Fed eral Em-
ployeeand Vet eran Ben efits

Pay able), and

Note 17. Prior Period Adjustments

« A $28.5hil lionin crease of
theenvironmentalliabilities
for long-term sur veil lance and
maintenance, anddecontami-
nationanddecommissioning
costs.

TheGov ernment hasentered
intocontractual commitments
that requirefutureuseof fi nan-
cial resources. Ithassignifi cant
amounts of long-term lease ob li-
gations as shown in thetable be-
low.“Undeliveredorders’ repre
sent the value of goods and
ser vicesor dered that havenot yet
beenreceived.

Contingentliabilitiesrelatedto
theloanguar anteeprogramsare
de scribed in Note 4.

A contingencyisanexisting
conditionorsituationinvolving
uncertaintyas to a possibleloss.
Alossisconsideredreasonably

possi bleif thefutureconfirming
event or events are more than re -
mote, but lessthan probable.
Thesecontingenciesdonotin-
cludeexistingconditionsorsitu-
ationswherethefutureoccurring
eventisonly consid ered remote,
nor dotheyincludecontingencies
that would re sult in again.

The Gov ern ment also issub-
jecttocontingencies,including
liti gation, that ariseinthenor mal
courseof op er ations. Theul ti-
matedisposi tion of thesemat ters
isunknown.Basedoninfor ma-
tioncurrently avail able, how ever,
itismanagement’ sopinionthat
theex pected out come of these

Note 18. Commitments and Contingencies

matters,individually orintheaggre
gate, will not haveamaterial adverse
ef fect onthefi nancial state ments, ex
ceptforliti gationdescribedinthe
next paragraph.

Nu mer ouscasesarependingin-
volvingsupervi sory goodwill at sav
ingsandloaninsti tutions, Medicare
cost report set tlements, har bor main
te nancefeesand cer tain other mat.
ters. Whileit islikely that the United
States will have to pay some amount
of dam ages on the claims, the ul ti-
mate costscan not bereason ably esti
mated at this time.

TheGov ernment al so hasun used
stat utory linesof creditto Gov ern
ment sponsoredenter prisestotaling
$10hil 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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Commitments as of September 30

(In billions of dollars)

Long-term Leases:

General Services Administration (GSA) . ...............

U.S. Postal Service. . . ...
Department of Justice. . . .

National Institutes of Health

Other long-term leases . . .

Total long-term leases . .

Undelivered Orders:

Defense agencies .. .....

Rural development . . . ...

Other undelivered orders. .

Total undelivered orders .

Other Commitments:

National Oceanic and Atmospheric Administration
satellites and weather systems . . .. .................

Transportation. .. .......

Capital
Leases

Operating
Leases

0.3
0.6

0.9

15.7

85
39
06

23

1.8

31.0

104.3
28.0
21.5

19.7
16.4
14.1

13.9

187.1

405.0

5.6
3.0
15
0.4

0.3

10.8
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Contingencies as of September 30

(In billions of dollars)

Insurance:
Export-Import Bank. . . ... ... 40.9
Pension Benefit Guaranty Corporation. .. ............... 19.0
Overseas Private Investment Corporation . .............. 0.2
Bank Insurance Fund . . ... ... .. ... . 0.2
Other insurance programs. . . .. ..........veuuunonn.. 0.2
Total insurance programs . . . . ... it ii 60.5
Unadjudicated Claims:
Air FOrce . . .. 0.8
INterior . . ... 0.4
G A L 0.2
Federal Savings and Loan Insurance Corporation
Resolution Fund . ........ ... ... .. ... ... . ... ..... 0.1
Bank Insurance Fund . . . .. ... ... .. L L 0.1
AT 0.1
Other unadjudicatedclaims . . . ....................... 0.6
Total unadjudicated claims. .. ...................... 2.3
Other Contingencies:
Multi-lateral developmentbanks . .. ................... 67.4
Production flexibility program. .. ............ .. .. .. .... 5.1
Conservationreserve program . . . . ... ... 1.3
Environmental cleanup ... ........ ... . ... oL 11
Contingent liabilities .. ........ .. ... .. ... ... .. ..... 0.5
Nuclearwaste fund. .. ........... ... .. ... .. ........ 0.5
Real property activities ... ........... ... . .. . 0.4
Other contingencCies . . ... .ottt 1.4
7.7

Total other contingencies. . . ............ ... .........
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Note 19. Dedicated Collections

The term “trust fund,” as used in
thisreport andin Fed eral bud get ac-
counting,isfrequently misunder-
stood. Inthepri vate sec tor, “trust
fund” referstofundsof oneparty held
by asec ond party (thetrustee) in afi -
duciary capacity. IntheFed eral bud-
get, the term “trust fund” means only
that the law re quiresthe fundsbe ac-
counted for sep arately, used only for
speci fied pur posesanddesignated as
a“trust fund.” A changeinlaw may
changethefuturereceiptsandthe
termsun der which thefund’ sre-
sources are spent.

“Trust fund assets” rep re sent the
unex pended bal ancefromall sources

of receipts and amounts due the trust
fund, regard less of source. Thisin
cludesrelatedgovernmental transac
tions. Thesearetransactionsbetween
twodif fer ent enti tieswithinthe Fed-
eral Gov ernment (for ex am ple, mor+
iesreceived by oneentity of the Gov-
ernment from an other entity of the
Government).

“Intragovernmental net assets” are
comprisedof investmentsinFederal
debtsecurities, relatedaccruedinter-
est and fund bal ancewith Treasury.
Theseamountswereeliminatedin
preparing this Financia Report.

“Consolidatedassets” represent
only theamountsduefromindi vid -

alsand other enti tiesout sidethe Gov-
ern ment. Thismeansthat all related
governmental transactionsarere
moved to present the Gov ernment’s
positionas a whole.

Themajority of trust fund assets is
investedin intragovernmental Federal
debtsecurities. Thesesecuritiesre
quireredemptionif afund’ sdisburse-
mentsex ceeditsreceipts. Redeeming
thesesecuri tieswill in creasethe Gov-
ernment’ sfi nancingneedsandrequire
morebor row ingfromthepublic (or
less repay ment of debt prior to matu-
rity) or will re sult in higher taxes than

oth er wisewould 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
Federal Old-Age and
Survivors Insurance
Trust Fund . . ... ... .. 4447 3344 745.9 7459 -
Federal Disability
Insurance Trust Fund . . 67.9 52.0 87.1 87.1 -
Medicare Part A. .. ... .. 1505 1324 141.4 1414 -
Medicare Part B....... 85.1 79.6 45 .6 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 -
Airport and Airway
Trust Fund . .. ....... 1.1 7.7 12.7 12.7 -
Civil Service Retirement
and Disability Fund. . . . 73.9 43.9 4904 4901 0.3
Military Retirement Fund 38.0 32.0 156.0 156.0 -
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.
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Federal Old-Age and Survivors Insurance Trust Fund

Thistrust fund providesassis
tanceand protection against the
lossof earningsduetoretire ment
or death. Theassistanceisinthe
form of money pay ments. The
Federal Old-Age and Survivors
InsuranceTrust Fundisadminis

tered by theSocial Security Ad-
ministration(SSA).

Pay roll and self-employment
taxespri mar ily fundthe Fed eral
Old-AgeandSurvivorsinsurance
Trust Fund. Inter est earningson
Federal debtsecurities, Federal

agencies pay mentsfortheSocial Se
curity benefitsearnedby militaryand
Federal civilianemploy ees,and
Treasury pay mentsfor apor tion of
incometaxespaidon Social Security
ben efitsprovidethefundwith ad di-
tional income.

Federal Disability

Insurance
Trust Fund

TheFedera Disabil ity InsuranceTrust
Fundprovidesassistanceandprotection
against theloss of earningsdueto awage
earner’ sdisabil ity. Theassistanceisinthe
form of money pay ments. SSA ad minis
terstheFederal Disabil ity Insurance
Trust Fund.

Likethe Fed eral Old-Age and Sur vi-
vorslnsuranceTrust Fund, pay roll taxes
primarily fund the Federal Disability In-
sur ance Trust Fund. The Fund also re
ceivesincomefrominter est earningson
Federal debtsecurities, Federal agencies
pay mentsfortheSocial Security benefits
earned by mil i tary and Federal ci vil ian
employ ees, and apor tion of incometaxes
paid on Social Security benefits.

Federal Hospital
Insurance Trust Fund

TheFederal Hospi tal Insurance Trust Fundfi nancesthe
Hospi tal Insuranceprogram (MedicarePart A). This pro-
gramfundsthecost of hospi tal andrelated careforindi vid-
u alsage 65 or older, who meet cer tainin sured statusre-
quirements,andforeligible disabledpeople. The
Depart ment of Healthand Human Ser vices(HHS) adminis

terstheprogram.

TheFederal Hospi tal Insur anceTrust Fundisfi nanced
pri marily by pay roll taxes, includingthosepaid by Fed eral
agencies. It alsoreceivesincomefrominter estearnings on
Fed eral debt securi tiesand apor tion of incometaxespaid
onSocial Security benefits.

Federal Supplementary Medical
Insurance Trust Fund (Medicare Part B)

TheFederal Supplementary
Medi cal InsuranceTrust Fundfi-

tici pantstocover medi cal ex penses

Appropriations, premiums
chargedtoenrolleesandinter est

nancestheSupplemental Medi cal
Insuranceprogram(MedicarePart

B), whichprovidessupplementary
medi cal insuranceforeli gi blepar-

not cov ered by Medicare Part A.
The Depart ment of Healthand Hu-
man Ser vicesad ministersthepro
gram.

earnedoninvest mentsinFederal
debtsecuritiesfundtheFederal

Supplementary Medical Insurance
Trust Fund.

Unemployment
Trust Fund

The Un em ploy ment Trust Fund pro tectswork erswho lose their jobsthrough

nofault of their own. TheUnem ploy ment Insur anceprogramisauniqueFederal
and State part ner ship based on Fed eral law, but ex e cuted through State law by
Stateof fi cials. TheDepart ment of Labor ad ministerstheFed eral op er ationsof

theprogram.

Taxesonemploy erspri marily fundtheUnem ploy ment Trust Fund. How ever,
inter estearned oninvest mentsinFed eral debt securi tiesalsoprovidesincometo

thefund. Appropri ationshave sup plementeditsincomedur ing peri odsof high
andextendedunemploy ment.
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TheHazard ousSub stance Super-
fund wasau tho rized to ad dress pub-

lichealthandenvi ronmental threats 1995).

Highway Trust Fund

fromspillsof hazardousmaterials
andfromsitescontami natedwith
hazardous substances. TheEnvi ron
mental Protection Agency (EPA)

Thefol lowingfi nancethe Haz

Hazardous
Substance administersthefund.
Superfund

ardousSubstance Superfund:

* Excisetaxescol lected on
petroleum,chemicals and im -
ported sub stances (ex piredin

» Environmental taxesfrom
corporationswithal ternative
minimum tax ableincomein
ex cess of $2 mil lion (ex pired
in 1995).

» Finesand pen al tiesand cost
recoveriesfromresponsible
parties.

* Appropriations.

« Interest earned on invest
mentsin Fed eral debt securi
ties.

TheHighway Trust Fund wasestab lishedto promotedo mesticinter-
statetranspor tation, and mov ing peo pleand goods. Thefund provides
Federal grantsto Statesfor highway constructionandrelatedtranspor ta-
tion pur poses. Transpor tationad ministerstheHighway Trust Fund.

Thefol lowingprovide al fi nancing for the Highway Trust Fund:

» Earmarked taxes on gasolineand other fu els, cer taintires, ve-
hi cle and truck use.

* Interestearned oninvest mentsin Fed eral debt securi ties.

Airport and Airway Trust Fund

TheAir portand Air way Trust Fund providesfor air port
improvement, maintenanceof air portfacil i tiesand equip-
ment, research, and apor tion of op er ations. Transpor ta-
tionad ministersthe Air port and Air way Trust Fund.

Thefol lowing providefundingfor theAir port and Air-
way Trust Fund:

» Taxesreceivedfromtranspor tation of per sons
and prop erty in the air and fuel used in
non-commercial air craft.

« International departuretaxes.

* Interestearned oninvest mentsin Fed eral debt
securities.

Civil Service
Retirement and
Disability Fund

TheCivil ServiceRetirement
and Disabil ity Fund cov erstwo
Federal civilianretirementsys
tems: the Civil Ser viceRetire-
ment System (CSRS) for em ploy-
eeshired before 1984 and the
Federal EmployeeRetirement
System (FERS), foremploy ees
hired af ter 1983.

The CSRS isfi nanced by:
» Federal civilianemployees
contributions.
* Agencies contri butionson
behalf of theem ploy ees.
« Appropriations.
* Interestearnedoninvest-
ments in Federal debt securi-
ties.

Military Retirement
Fund

TheMili tary Retirement Fund providesretirement benefitsfor
Army, Navy, Marine Corpsand Air Force per son nel and their sur-

vivors. Thefundisfi nanced by DOD contri butions, appropri ations
andinter est earned oninvest mentsin Fed eral debt securi ties.

Railroad Retirement
Trust Fund

TheRail road Retirement Trust Pay roll taxespaid by rail road

Fundprovidesannuitiesand sur vi-
vor benefitstod i gi blerail roadem-
ploy eesandtheir sur vivors. The
fundalsopaysdisabil ity annuities
basedontotal oroccupationa dis-
abil ity.

employ ersandtheiremploy ees
providethepri mary source of in-
comefor theRail road Retirement
SurvivorBenefitprogram. By law,
rail roadtaxesarecoor di natedwith
Socia Security taxes.
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Note 20. Indian Trust Funds

Thelndian Trust Fundsdif fer from
other dedi cated col lectionsreportedin
Note 19. The De part ment of theInterior
(Interior) hasresponsi bil ity for theas-
setsheldintrust onbehalf of Ameri can
Indiantribes and individuals. Thetrust
fundsareheldin ac countsfor ap prox i-
mately 315 tribes, 317,000 indi vid ual
Indianaccountsandother funds,includ-
ing the Alaska Native Escrow Fund.

Theassetsheldintrust for Native
Amer i cansareowned by thetrust ben e-
fi ciariesandarenot theFederal Gov ern-
ment’ sas sets. Therefore, theseamounts
arenot reflectedinthe Bal ance Sheet or
Statement of Op er ationsand Changesin
Net Posi tionex cept for their holdingsof
nonmar ketableTreasury securities,for
whichtheGov ernment’sli abil ityisin-
cludedinFederal debt securitiesheldby
thepublic.

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)

ReCeIPIS. . . 873.0
DIShUISEMENTS . . . .\ttt (736.7)
Receipts in excess of disbursements . . .. ....... ... ... ... .. ... 136.3
Trust fund balances, beginning ofyear . . ................... ... 2,460.0
AUSIMENE . . . . (0.5)

2,595.8

Trust fund balances, end ofyear . .......... .. ... ... ... .....

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_millions of dollars)

ReCeIPtS . . . 306.7
DiSOUISEmMENtS . . . ... .. (336.6)
Receipts in excess of disbursements . . . ....................... (29.9)
Trust fund balances, beginningofyear. ... ..................... 4792

4493

Trust fund balances, endofyear. . .. ........................




