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CIRCULAR NO. A-136
Revised

Overview

1. Purpose: This Circular establishes a central point of reference for al Federal financial
reporting guidance for Executive Branch departments, agencies, and entities required to
submit audited financial statements, interim financial statements, and Performance and
Accountability Reports (PAR) under the Chief Financial Officers Act of 1990 (“CFO
Act”) (Pub. L. No. 101 — 576), the Accountability of Tax Dollars Act of 2002 (“ATDA")
(Pub. L. No. 107 —289), and Annual Management Reports under the Government
Corporations Control Act (31 U.S.C. 89101 et seq.). This Circular isavailable on the
Office of Management and Budget (OMB) home page on the Internet, which is currently
located at http://www.whitehouse.gov/OMB/.

The Overview of this Circular consists of Sections 2 through 5. Section 2 provides
background information on Federal Financial Reporting; Section 3 discusses entities to
which this Circular applies; Section 4 states the effective date of this Circular; Section 5
provides Federal Financial Reporting policy and references the relevant bulletin and
memoranda for which this specific guidance supersedes; and Section 6 provides contact
information for inquiries. Part A of this Circular incorporates and updates Bulletin 01-09
Form and Content of Agency Financial Satements, which provides guidance and
instruction to those covered departments, agencies, and other entities on preparing PARSs.
Guidance on preparing the Financial Report of the United Sates Government (FR) is
located in Part B of this Circular.

2. Background: Executive Branch agencies must generally prepare and submit audited
financial statementsto the OMB. The CFO Act, as amended by the Government
Management Reform Act of 1994 (GMRA) (Pub. L. No. 103 — 356), requires the major
24 agencies of the Federal Government to prepare and submit audited financial
statements. For those Federal entities not covered by the CFO Act, the ATDA requires
those Federal agencies and entities to also prepare and submit audited financial
statements to OMB and the Congress, and the Government Corporations Control Act
requires Government Corporations to submit Annual Management Reports to OMB and
the Congress.

Under the Reports Consolidation Act of 2000 (Pub. L. No. 106-531), agencies are
permitted to submit combined reports in implementing statutory requirements for
financial and performance management reporting to improve the efficiency of executive
branch performance. These reports are combined in the PAR, which consists of the
Annual Performance Report required by the Government Performance and Results Act
(GPRA) (Pub. L. No. 103 —62) with annual financial statements and other reports, such
as agencies assurances on internal control, accountability reports by agency heads and
Inspector Generals' assessments of the agencies’ most serious management and
performance challenges. PARs provide financial and performance information that
enables the President, the Congress, and the public to assess the performance of an
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agency relative to its mission and to demonstrate accountability.

The Department of the Treasury, in coordination with OMB, prepares and submits the
FR, asrequired by GMRA. The FR presents and discusses the Government’ s financial
condition and operations for the fiscal year and includes consolidated financial statements
and related disclosures, as well as reports on stewardship responsibilities. Important
financial management issues are also discussed in Management’ s Discussion and
Analysis section of the FR.

3. Coverage: The provisions of this Circular apply to each Executive Branch department,
agency, and other entity (“entity”) that is required to prepare audited financial statements
under the CFO Act, GMRA, the ATDA and the Government Corporations Control Act,
except any corporation that is required to register aclass of its equity securities with the
Securities and Exchange Commission (SEC).

4. Effective: The provisions of this Circular are effective in their entirety for the preparation
of financial statements for the end of fiscal year (FY) 2005, unless otherwise specified.
Earlier implementation is permitted, unless otherwise specified.

5. Policy for Federal Financial Statementsand PARs:

a. General.
The purpose of accelerated reporting is to better ensure that timely and accurate
financial and performance information is made available to Federal agency
managers as soon as possible after the end of the fiscal year and throughout the
year.

b. Preparation.
Agencies shall prepare PARs in accordance with Form and Content of the
Performance and Accountability Report, located in Part A of this Circular, which
supersedes all other bulletins and memoranda (see Section 4e€) providing guidance
on preparation of PARSs, except for OMB Circular No. A-11 Preparation,
Submission, and Execution of the Budget, as amended, located at
http://www.whitehouse.gov/omb/circulars/index.html.

c. Submission Date.

i. PARs. Agenciesshall submit their PARs to OMB and the Congress' no
later than 45 days after the end of the fiscal year. (For those agencies with
a September 30 fiscal year end, the due date is November 15.) This

Copies of the reports must be provided to the Speaker of the House of Representatives, the President and the
President pro tempore of the Senate, the Chairmen and ranking minority member of the Senate Committee on
Homeland Security and Government Affairs and the House Committee on Government Reform, and the chairmen
and ranking minority member of the budget committees, relevant authorization and oversight committees, and
appropriation subcommittees.
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Circular makes this 45-day deadline a permanent annual requirement for
all executive agencies regardless of fiscal year. Agencies shall submit a
draft of the PAR to OMB’ s Office of Federa Financial Management
(OFFM) and the appropriate Resource Management Office (RMO) ten
working days before agencies issue the final PAR and should include all
sections of the PAR.

ii. Annual Management Reports. Effective FY 2006, Government
Corporations shall submit their Annual Management Reports, as described
in Government Corporations Control Act to OMB and the Congress! no
later than 45 days after the end of the fiscal year. (For those corporations
with a September 30 fiscal year end, the due date is November 15.) This
Circular makes this 45-day deadline a permanent annual requirement for
all government corporations regardless of fiscal year. Government
Corporations shall submit a draft of the Annual Management Report to
OMB’s OFFM and the appropriate RM O ten working days before
government corporations issue the final Annual Management Report and
should include all sections of the Management Report. Government
Corporations that present their financial statements in accordance with the
Financial Accounting Standards Board (FASB) are also required to report
information to the Department of the Treasury to support government
wide financial statements as specified in Part B of this Circular.

Any corporation that is required to register a class of its equity securities
with the SEC is excluded from the OMB accelerated due dates.

iii. Financial Report of the United States Government. The U.S. Treasury is
required to issue the Financial Report of the United States Government no
later than one month after the 45-day deadline as noted in (i) and (ii)
above. (For a September 30 fiscal year end, this due date is December
15.) This Circular makes this deadline a permanent annual requirement.

iv. Interim Financial Statements. Agencies shall submit unaudited interim
financial statementsto OMB 21 days after the end of each of thefirst three
guarters of the fiscal year. Agencies should include management’s
explanation of significant variances in types or amounts of assets,
liabilities, costs, revenues, obligations and outlays along with the
submitted statements. This Circular makes this deadline a permanent
quarterly requirement.

d. Submission Format and Contact | nformation. The draft and final reports (i.e.,
PARs, Annual Management Reports, etc.) shall be submitted electronically ina
PDF format or specified website location (preferred). Offices of the Chief
Financial Officer should submit the final PARs (and Annual Management Reports
for Government Corporations) to OMB’s OFFM and appropriate RMO,
Department of the Treasury (Main), Financial Management Service (FMS), and
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the Government Accountability Office (GAO) using the electronic addresses
provided in Attachment 1. To be considered final, the electronic files must
include all required signatures. In addition, four (4) hard copies of the PAR
should be provided to OMB as soon as they are available.

e. Relevant OMB Memoranda and Bulletin.
i. ThisCircular reiterates and incorporates the accel erated reporting

requirements specified in the following memoranda: External Reporting
Changes (December 21, 2001), located at
http://www.whitehouse.gov/omb/financial/year_end reporting_2001.pdf,
and Memorandum: Requirements for Accountability of Tax Dollars Act
(December 6, 2002), located at
http://www.whitehouse.gov/omb/financial/accountablity of tax_dollars.p
df.

ii. Inaddition, this Circular incorporates updates to accelerated and other
reporting requirements for FY 2004 that were provided in Memorandum
M-04-20 FY 2004 Performance and Accountability Reports and Reporting
Requirements for the Financial Report of the United States Gover nment
(July 22, 2004), located at
http://www.whitehouse.gov/omb/memoranda/fy04/m04-20.pdf.

lii.  This Circular also incorporates reporting requirements from FY 2002 that
were provided in Memorandum FY 2002 Financial and Performance
Reporting, dated October 18, 2002.

iv. This Circular incorporates and updates Bulletin 01-09 Form and Content
of Agency Financial Statements, revised September 25, 2001.

6. Inquiries: For information concerning this Circular, you may contact the Financial
Standards and Grants Branch, Office of Federal Financial Management, tel ephone 202-
395-3993.

7. Copies. Copiesof this circular may be obtained from http://www.omb.gov.

OMB Circular A-136 Overview 4


http://www.whitehouse.gov/omb/financial/year_end_reporting_2001.pdf
http://www.whitehouse.gov/omb/financial/accountablity_of_tax_dollars.pdf
http://www.whitehouse.gov/omb/financial/accountablity_of_tax_dollars.pdf
http://www.whitehouse.gov/omb/memoranda/fy04/m04-20.pdf
http://www.omb.gov/

Attachment 1

Contactsfor Submission of PARs and Annual Management Reports

Office of Management and Budget

New Executive Office Building

Office of Federal Financia Management
725 17" Street, NW, Suite 6025
Washington, DC 20503

Attn: OFFM

E-mail: David Zavada Statements@omb.eop.gov

Telephone: (202) 395-3993
Fax: (202) 395-3952

Department of the Treasury

Financial Management Services, Room 509B
3700 East-West Highway

Hyattsville, MD 20782

Attn: Faye McCreary

E-mail: Financial.reports@fms.treas.gov
Telephone: (202) 874-9910

Fax: (202) 874-9907

Government Accountability Office
441 G Street, NW, Room 5V 09
Washington, DC 20548

Attn: Lynda Downing

E-mail: USCFS@gao.gov
Telephone: (202) 512-9168

Fax: (202) 512-9596
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Office of Management and Budget
New Executive Office Building
Resource Management Office

725 17" Street, NW

Washington, DC 20503

(Office number, e-mail,

telephone and fax should be
obtained from respective RMO.)

Department of Treasury (Main)
1500 Pennsylvania Ave, NW
Room 2064

Washington, DC 20220

Attn: Ann Davis

E-mail: ann.davis@do.treas.gov
Telephone: (202) 622-1028
Fax: (202) 622-1511
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PART A

Form and Content of the
Performance and Accountability Report (PAR)
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Section 1 - Guideto Part A Form and Content of the PAR
Table of Contents

What isthe purpose of Part A?

What is the relationship between Part A and the hierarchy of accounting
principlesfor Federal entities?

When isPart A effective?

To which entity does Part A apply?

What should the annual financial statement include?

What elements of the Annual Financial Statements are required to be
presented on a compar ative basis?

What steps should agencies take to ensure consistency between information
presented in the Statement of Budgetary Resources and the Budget of the
United States Government?

Why does the Consolidated Statement of Financing present amounts and
balances on a consolidated and a combined basis?

Should all of the lines illustrated in the Statement of Budgetary Resources
and the Statement of Financing be presented in the agency's statements?

How does the annual financial statement relate to accountability reports and
per formance and accountability reports?

In Management's Discusson and Analysis, may agencies reference the
per formance section of the report rather than incorporating key performance
measures into the MD&A when an agency issues a performance and
accountability report?

1.1 What isthe purpose of Part A Form and Content of the PAR?

Part A isissued under the authority of 31 U.S.C. 3515 (d). Part A defines the form and content
for Federal agency financial statements that are required to be submitted to the Director of the
Office of Management and Budget (OMB) and the Congress pursuant to the requirements of the
Chief Financial Officers Act, as amended by the Reports Consolidation Act of 2000
(P.L.106-531). These statements are in addition to the reports submitted to OMB for purposes of
monitoring budget execution.

Federal financial statements are prepared in accordance with policies prescribed by OMB in Part
A of this Circular. These formats and instructions provide a framework within which individual
agencies have flexibility to provide information useful to the Congress, agency managers, and

the public.

1.2 What istherelationship between Part A and the hierarchy of accounting principlesfor
Federal entities?

OMB Circular A-136




Form and Content of the PAR Section 1 — Guideto the Bulletin

In April 2000, the American Institute of Certified Public Accountants (AICPA) through
Statement on Auditing Standards (SAS) No. 69, The Meaning of Present Fairly in Conformity
with Generally Accepted Accounting Principles (GAAP) in the Independent Auditor’s Report, as
amended by SAS No. 91, Federal GAAP Hierarchy, established the following hierarchy of
accounting principles for Federal governmental entities:

A. Federa Accounting Standards Advisory Board (FASAB) Statements and
Interpretations plus AICPA and Financial Accounting Standards Board (FASB)
pronouncements if made applicable to Federal governmental entities by a FASAB
Statement or Interpretation;

B. FASAB Technical Bulletins and the following pronouncementsif specifically made
applicable to Federa governmental entities by the AICPA and cleared by the FASAB:
AICPA Industry Audit and Accounting Guides and AICPA Statements of Position;

C. AICPA Accounting Standards Executive Committee (ACSEC) Practice Bulletinsif
specifically made applicable to Federal governmental entities and cleared by the
FASAB and Technical Releases of the Accounting and Auditing Policy Committee of
the FASAB; and

D. Implementation guides published by the FASAB staff and practices that are widely
recognized and prevalent in the Federal government.

In the absence of a pronouncement covered by Federal GAAP or another source of established
accounting principles, the auditor of a Federal governmental entity may consider other
accounting literature, depending on its relevance in the circumstances. Other accounting
literature includes, for example, FASAB Concept Statements; pronouncementsin (A)-(D) of the
hierarchy when not specifically made applicable to Federal governmental entities; FASB
Concept Statements, Governmental Accounting Standards Board (GASB) Statements,
Interpretations, Technical Bulletins, and Concept Statements; AICPA |ssue Papers; International
Accounting Standards of the International Accounting Standards Committee; pronouncements of
other professional associations or regulatory agencies, AICPA Technical Practice Aids; and
accounting textbooks, handbooks, and articles.

Guidance prescribed in Part A that is specified by a FASAB, AAPC, AICPA, or FASB
pronouncement as described in paragraphs (A)-(C) above, are considered to be A, B, or C-level
GAAP as appropriate. Requirementsin Part A that are not specified by a pronouncement
described in paragraphs (A)-(C) above are considered to be level (D) of the Federal GAAP
hierarchy because they constitute "practices that are widely recognized and prevalent in the
Federal government." The Statements of Federal Financial Accounting Concepts (SFFACs), the
Statements of Federal Financial Accounting Standards (SFFASs), Interpretations, Technical
Bulletins, and Technical Releases addressed in Part A arelisted in Appendix A of this Circular.
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Form and Content of the PAR Section 1 — Guideto the Bulletin

SFFACs and SFFASs are set and promulgated by FASAB following procedures adopted by the
three FASAB principas from OMB, the Department of the Treasury, and the Government
Accountability Office (GAO). The principal members, however, retain their authorities,
separately and jointly, to establish and adopt accounting standards for the Federal Government,
as evidenced by this Circular issued by OMB. When directed by the OMB, through this
Circular, GAAP serves as authoritative guidance for Federal agencies in preparing the reports
addressed in this Circular.

1.3When isPart A effective?

The provisions of Part A are effective in their entirety for the preparation of financial statements
for the end of fiscal year (FY) 2005, unless otherwise specified. Earlier implementation is
permitted, unless otherwise specified.

Note: Changesrelated to SFFAS 27, | dentifying and Reporting Earmarked Funds, are
effectivefor FY 2006. Earlier implementation of SFFAS 27 is not permitted.

1.4 To which entity does Part A apply?

Part A applies to the Executive Branch Agencies specified Section 3 of the overview of this
Circular.

Components of Executive Branch Agencies required by law to issue financia statements
prepared in accordance with accounting standards other than those promulgated by FASAB shall
continue to comply with applicable standards. When the reporting entities, of which these
components are a part, issue consolidated or consolidating statements that include such
components, GAAP for Federal entities shall be applied to these components. (See Section 1.2
for guidance on determining GAAP for Federa entities.)

The Executive Branch Agencies covered by this Circular are reporting entities and, as such, are
required to prepare organization-wide financial statements. SFFAC No. 2, Entity and Display,
includes two types of criteriafor determining which components of executive departments and
agencies shall be included in their organization-wide financial statements. Thefirst isthe
conclusive criterion, i.e., there is an inherent conclusion that for financial reporting purposes, any
organization meeting this criterion is part of a specified larger entity. Appearance in the Budget
of the United States Gover nment Analytical Perspectives section currently entitled Federal
Programs by Agency and Account is a conclusive criterion. Any organization, program or
budget account, including off-budget accounts and government corporations, included in that
section shall be considered part of the Federal Government, as well as part of the executive
department or agency with which it appears. OMB approval shall be obtained for exemptions to
the conclusive criterion.
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The second type of criteriaisindicative criteria. Theindicative criteriadescribed in SFFAC No.
2 should be considered in the aggregate when determining what components to include in an
executive department or agency’ s organization-wide financial statement.

1.5 What should the annual financial statementsinclude?
The "Annua Financial Statements"’ of areporting entity shall consist of:

(1) Management’s discussion and analysis (part of RSI).

(2) Basic statements and related notes.

(3) Required supplementary stewardship information (RSSI).
(4) Required supplementary information (RSI).

In addition, the annual financia statements may include "other accompanying information”
(OALl). OAI should provide users of the financial statement with a better understanding of the
entity’ s programs and the extent to which the programs objectives are achieved.

Preparation of the annual financia statement is the responsibility of agency management. In
carrying out that responsibility, each agency CFO should prepare a policy bulletin or guidance
memorandum that guides agency fiscal and management personnel in the preparation of the
annual financial statement.

The basic statements shall include:

(1) Balance Sheset.

(2) Statement of Net Cost.

(3) Statement of Changesin Net Position.

(4) Statement of Budgetary Resources.

(5) Statement of Financing.

(6) Statement of Custodial Activity, when applicable.

Basic statements prepared in accordance with this Circular should present summary or detailed
information necessary to make the statements most useful to users. Care should be taken to
avoid placing so much detail in the body of the statements that they cannot be easily understood.
Where substantial detail is necessary to properly convey the information, the body of the
statement should contain summary information and the detail should be reported in notes to the
statements. The instructions provided in the Circular for each of the basic statements describe
how information should be presented.

1.6 What elements of the Annual Financial Statementsarerequired to be presented on a
compar ative basis?
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The six basic statements identified above, and the related footnotes, should present balances and
amounts for the current year and the prior year. The MD& A should include comparisons of the
current year to the prior year and should provide an analysis of the agency's overall financial
position and results of operations to assist users in assessing whether that financial position has
improved or deteriorated as aresult of the year's activities. Information presented in the RSS
and RSI should also be presented on a comparative basis when the information would be
meaningful to the user of the financial report. (See Section 2.1, General Instructions, for the
implementation dates for the requirement to prepare comparative financial statements.)

Note: For FY 2006, theinitial year of implementation for earmarked funds, do not restate
prior periods per the provisions of SFFAS 27.

1.7 What steps should agenciestake to ensure consistency between infor mation presented
in the Statement of Budgetary Resour ces and the Budget of the United States Government?

Better linkage between budgetary information presented in the financial statements and the
Budget of the United States Government is critical to ensuring the integrity of the numbers
presented. Both reports contain actual information. Agencies should follow the steps identified
below to avoid inconsi stencies between the two documents:

e Agencies should ensure that the budgetary information used to prepare the Statement of
Budgetary Resources (SBR) is consistent with the budgetary information reported to the
Federal Agencies Centralized Tria-balance System Il (FACTS 1) during the 4th quarter
window. The information submitted through the FACTS 11 system will be used to
produce the 4™ quarter SF 133, Report on Budget Execution and Budgetary Resources;
the FMS 2108, Y ear-end Closing Statement; and much of the initial data that will appear
in the prior year column of the Program and Financing Schedule of the Budget. The
budgetary information reported should be coordinated with the agency's budget office.

e Dueto timing differences, subsequent changes may be made to budgetary information
included in the Budget but after the SBR has been published. Agencies should post all
subsequent changes, whether material or non-material, to OMB's MAX A-11 budget
preparation system during the timeframes provided by OMB. Agencies should also post
all subsequent changes made to OMB’s MAX A-11 budget preparation system, whether
material or non-material, to FACTS |1 during its revision window (November/December
timeframe). These efforts should al so be coordinated with the agency's budget office.

e Agencies should discuss any material changes to budgetary information subsequent to
the publication of the audited Statement of Budgetary Resources (SBR) with their
auditorsto determine if restatement or note disclosure is necessary. At aminimum, any
material differences between comparable information contained in the SBR and the
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actual information presented in the Budget of the United States Government must be
disclosed in the footnotes to the SBR.

1.8 Why doesthe Consolidated Statement of Financing present amounts and balanceson a
consolidated and a combined basis?

The Statement of Financing demonstrates the relationship between budgetary amounts reported
on the Statement of Budgetary Resources (which is prepared on a combined basis) to the
proprietary amounts reported on the Statement of Net Cost (which is prepared on a consolidated
basis). Thefocus of this presentation isto reconcile net obligations to the net cost of operations.
Lines number 1, 2, and 4 of the Statement of Financing are reported on a combined basis as
presented in the Statement of Budgetary Resources. This allows the user to follow the flow of
reported amounts through the financial statements. Line 5 (Net Obligations) of the Statement of
Financing, while reported on what appears to be a combined basis, isin fact a consolidated
number. Thisis because the intra-entity obligations reported on Line 1 are reduced by the
corresponding intra-entity offsetting collections and recoveries reported on Line 2 and the
offsetting receipts reported on Line 4.

1.9 Should all of thelinesillustrated in the Statement of Budgetary Resour ces and the
Statement of Financing be presented in the agency's statements?

No. Theillustrative statements have been provided as a guide to assist agencies in identifying
the proper placement of information on the statements, thus ensuring greater consistency
between agency financial statements and the budget execution reports. Lines may be combined,
using discretion, where balances are related in nature. Material components, however, should
continue to be displayed separately on the face of the statement or in a footnote.

1.10 What isrequired in the Performance and Accountability Reports (PAR)?

The Reports Consolidation Act (RCA) of 2000 (P.L.106-531) provides permanent authority for
agencies to integrate financial and performance information into a single, consolidated
accountability report beginning with the FY 2000 reports. It also alows consolidation of other
reports with OMB approval and after consultation with the appropriate Congressional
committees. See Section 2.2 Format of the PAR for reporting requirements and layout of afinal
PAR.

1.11 In Management's Discussion and Analysis, may agenciesreference the perfor mance
section of thereport rather than incor porating key performance measuresinto the
MD&A?
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No. The Reports Consolidation Act was intended to provide the Congress and the public with
one report that presents a comprehensive and integrated picture of each agency's performance.
The performance and accountability report will provide alarge amount of detail about the
agency's financia and program performance but an overall summary of the report should be
included in the beginning of the document. The MD&A is an excellent means of providing this
summary. Redundancy may be reduced by providing key performance information in the
MD& A with the other performance measures displayed in the performance section of the report.
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Analysis of Significant Changes

The following table summarizes the significant changes reflected in this Circular based on
requirements incorporated from OMB Bulletin No. 01-09, Form and Content of Agency
Financial Statements, as amended by OMB Memoranda M-04-20 FY 2004 Performance and
Accountability Reports and Reporting Requirements for the Financial Report of the United
Sates Government (July 22, 2004), External Reporting Changes (December 21, 2001), and
requirements for both the Accountability of Tax Dollars Act (December 6, 2002) and the
Government Corporations Control Act (Sec 31 U.S.C. sec 9101 etc. seq.,).

Section Title Section Change
Number
A-136 Main 3 Effective FY 2006, Government Corporations included in accelerated reporting
requirements, except for corporations who are required to report to the SEC.
4civ Interim Financial Statements include management’s explanation of significant
variances.
Guideto the 1.10 What is required in the Performance and Accountability Report (See Section 2.2)
Circular
General 2.2 Format of the PAR added to provide guidance on reporting requirements and
layout of the report.
Financial Various  Lineson the Balance Sheet, the Statement of Net Cost, the Statement of Changes
Statements in Net Position, and the Statement of Budgetary Resources, have been added,
deleted, renamed, separated or combined. These changes were made to more
clearly describe the activity reported in the lines, to improve the linkage between
the statements, and with the Budget of the United States Government.
Annual 2.1 Modified instructions for preparing the Annual Financial Statementsto clarify
Financial guidance; reduce redundant disclosures; and to ensure consistency with the
Statement Statements of Federal Financia Accounting Standards, other OMB circulars, etc.
Instructions
Part A Form and Content of the Performance and Accountability Report, separate section
added.
Balance Sheet
31 Included effective date for SFFAS 27, definition of earmarked funds, and
instructions regarding prior periodsininitial year of implementation for SFFAS
27 (Effective FY 2006).
32 Added separate illustrative statements for FY 2005 and for FY 2006. For FY
2006, added separate lines for cumulative results of operations and unexpended
appropriations for earmarked funds to implement SFFAS 27 (Effective FY 2006).
33 Revised description of General PP& E for SFFAS 23, which eliminated the
category of National Defense PP&E.
35 Added requirements for unexpended appropriations and cumulative results of
operations for earmarked funds to implement SFFAS 27 (Effective FY 2006).
Statement of
Net Cost
4.1 Changed definition of Intragovernmental and public coststo align with the
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Section Title Section Change
Number
Department of the Treasury’s definition.
4.2 Illustrative statement for Consolidated Statement of Net Cost no longer separates
Intragovernmental and public costs and revenues on the face of the statement.
These separate costs and revenues are displayed in Footnote 9.21. Effective FY
2006, early implementation is permitted. For agencies not implementing in
FY 2005, refer to OMB Bulletin 01-09, Section 4 for illustrative guidance.
Statement of
Changesin Net
Position
52 Added separate illustrative statements for FY 2005 and FY 2006 and subsequent
to display earmarked funds (Effective FY 2006).
52 Added lines 2(a), Changes in accounting principles, and 2 (b), Corrections of
errors, in accordance with SFFAS 21.
5.2 Added lines for required separate display of earmarked funds (Effective FY
2006).
52 Added subtotal line, Net Change
53 New section on earmarked funds to implement SFFAS 27 (Effective FY 2006).
54 Explanation of separate reporting of corrections of errors and changesin
accounting principles in accordance with SFFAS 21.
55 Clarification of certain differences between Appropriations Received on the
Statement of Changes in Net Position and Appropriations line of the Statement of
Budgetary Resources.
5.8 New section for new lineitem, Net Change
Statement of
Budgetary
Resources
6.1 Additional explanatory information added about the Statement of Budgetary
Resources.
6.3 New information on the format of the SBR (Effective FY 2006).
6.4 Added separateillustrative statements for FY 2005 and for FY 2006 to reflect
changes in the SF 133 (Effective FY 2006).
6.7b& ¢ New information added to describe FY 2006 requirements for (b) changein
unpaid obligated balances, and (b) net outlays (Effective FY 2006).
Statement of
Financing
No change
Statement of
Custodial
Activity
8.1 Exchange revenue reporting requirements added per SFFAS 7.
8.3 Clarification on accrual adjustments required for nonexchange revenue and not
for exchange revenue.
Notes to the
Balance Sheet
9.1 Added requirement to disclose changes in generally accepted accounting

OMB Circular A-136

principles that affect the financial statements, and to include explanation of



Form and Content of the PAR

Analysis of Significant Changes

Section Title Section Change

Number
concepts that are unique to Federal financial statements, such as Fund Balance
with Treasury and Earmarked Funds. Modified the provisions for restatement to
comply with paragraphs 20 and 26 of SFFAS 27.

9.3 Modified the Fund Balance with Treasury footnote disclosure to include
nonbudgetary FBWT in section B, Status of Fund Balance with Treasury.

95 Added Note on Investments for Earmarked Funds to implement SFFAS 27
(Effective FY 2006).

9.10 Added reference to SFFAS 11, 16 and 23.

9.12 Added cross-reference to section 3.4 for definition of covered and not covered by
budgetary resources.

9.14 Added language to clarify that the reporting requirements for Note 14 are for
entities that administer pensions, other retirement benefits, and other post-
employment benefits

9.20 Added note for earmarked funds to implement SFFAS 27 (Effective FY 2006).

Notesto the
Statement of
Net Cost

9.20 Old note entitled “Intragovernmental Costs’ removed

9.21 New note on Intragovernmental Costs and Exchange Revenue to report
Intragovernmental and public costs and revenues since no longer reported on the
face of the statement (see 4.2). Effective FY 2006, early implementation is
permitted.

9.25 Old Note 25 Gross Cost and Earned Revenue by Budget Functional Classification
- removed

Notesto the
Statement of
Budgetary
Resources

9.34 New note entitled, “Undelivered orders at the end of the period”. (Effective FY

2006)
Notes to the 9.40 Revised “ Dedicated Collections’ note (previously 9.39) to exclude earmarked
Statement of funds (effective FY 2006)
Custodial
Activity
Notes Not 9.41 Disclosures related to restatements.
Related to
Specific
Statements
RSS|
10.2B National Defense PP& E removed to comply with SFFAS 23.
10.2C National Defense PP& E removed from table and guidance provided for condition
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Section Title Section Change
Number
RSI 10.4A Risk Assumed Information removed from RSSI and included in RS per SFFAS
5.
MD&A 111 All sections updated to reflect guidance from OMB memoranda.
Deferred 11.2 Additional guidance added from SFFAS 6.

Maintenance

Risk Assumed 115
Information

Other
Accompanying
Information
125
12.6
12.7
Appendix A
Part B
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Moved from RSS| per SFFASS.

Updated Section 12 to include information from OMB Memorandum FY 2002
Financial and Performance Reporting, dated October 18, 2002 and OMB
Memorandum M-04-20 FY 2004 Performance and Accountability Reports and
Reporting Requirements for the Financial Report of the United States

Gover nment.

Management Challenges

IPIA Reporting Details

Other Agency Specific Statutorily Required Reports

Update of FASAB issuances subsequent to Bulletin 01-09.

Preparing the Financial Report of the United States Government

Updated guidance in OMB Memorandum M-04-20 FY 2004 Performance and
Accountability Reports and Reporting Requirements for the Financial Report of
the United States Government (Attachments 4 through 7).
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Section 2 - General
Table of Contents

2.1 Instructionsfor Agency Financial Statements
2.2 Format of the PAR

Section 2.1 -- Instructionsfor Agency Financial Statements

A.

D.

Reporting entities should ensure that information in the financial statementsis presented
in accordance with Federal GAAP and the requirements of this Circular. Preparers of
financial statements seeking additional guidance on matters involving the recognition,
measurement, and disclosure requirements should refer to the specific FASAB standards
governing those requirements. These standards are available at http://www.fasab.gov.
Where the FASAB standards and interpretations or the instructions in this Circular do not
provide guidance, agencies shall follow the hierarchy of accounting principles described
in Section 1.2.

Comparative financial statements are required. Information for the current and preceding
years should be presented regardless of the type of audit opinion rendered by the auditor.
Footnotes should contain the information necessary for full disclosure of both years.

When agencies present disaggregated information for component organizations, the total
column for the entity as awhole shall reflect consolidated totals net of intra-entity
transactions, except for the Statement of Budgetary Resources which is presented on a
combined basis. With the exception of the Statement of Budgetary Resources, financial
statements that use a multi-column format to present information on an entity’ s major
components or lines of business as well as the consolidated amounts are referred to as
consolidating statements. Eliminations for intra-entity transactions needed to arrive at
the consolidated amounts should also be presented in a column on the face of the
consolidating statements.

Currently the Statement of Net Cost requires certain disaggregated statements to be
presented in the Notes to the Financial Statements. Entities may elect to include
disaggregated statements for other primary financial statements, such as the Balance
Sheet, Statement of Changes in Net Position and/or Statement of Custodial Activity. To
enhance usefulness of the information, entities may include any disaggregated statements
not presented in the Notes to the Financial Statements as Required Supplementary
Information.

The format displays in this Circular are generally for illustrative guidance only. Agencies
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may modify the displays to best present the information for their programs. In doing so,
they may add or remove lines and may use different words than those provided in the
displays. However, agencies must report their assets, liabilities, and net position by the
lines displayed in the illustrative Balance Sheet and in the illustrative Statement of
Changesin Net Position to support the compilation and audit of the FR. To enhance
reporting at the entity-level, agencies may combine theseillustrated lines in their
statements but the composition of these lines must be provided, i.e., either as
subcategories on the face of the statements or in afootnote. Conversely, to ensure that
reporting at the entity-level is meaningful, agencies may also disaggregate the illustrated
linesin their statements but the total of these lines must be provided, i.e., either atotal on
the face of the statement or in afootnote.

E. Combine lines using discretion, where balances are related in nature and are not material
enough to warrant separate disclosures. Designate discrete balances of an immaterial
amount as "other." The "other" category should not aggregate to an amount which is
material.

F. Exclude statement line items, footnotes, and lines or columns in footnotes that do not
apply or, except as described in D above, are not informative for the reporting entity.

G. Schedul e total s presented in the footnotes, in support of amounts presented in financial
statements, must agree with the amounts presented in the body of the financial
statements.

H. Round dollar amounts to the nearest whole dollar, thousand, or million based upon

informative value to the reporting entity. Maintain the chosen rounding level throughout
the principal statements and footnotes. Ensure that individual line items add up to the
totals by adjusting the line items for differences created by the rounding process rather
than adjusting column totals.

Do not use line numbers on illustrative statement formats. They are for reference

purposes only.
J Sequentially number footnotes without regard to the numbers in this document.
K. Interim unaudited financial statements, without footnotes, are required on a quarterly

basis. The interim statements must be submitted to OMB 21 days after the end of each
guarter. Interim statements may be limited to a Balance Sheet, Statement of Net Cost,
and Statement of Budgetary Resources. Management Discussion and Analysis, RSSI,
and RSl are not required for quarterly reporting. OMB Bulletin 01-02, “ Audits of Federal
Financial Statements,” Appendix B (www.whitehouse.gov/omby/), lists major agency
components that are required to prepare financia statements and subject them to annual
audits.
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Section 2.2 —Format of the PAR

The purpose of this section is to provide reporting requirements and layout for a complete and
final Performance and Accountability Report (PAR)?.

2.2A Agency Head (Secretary) M essage:

A dated transmittal letter signed by the agency head should be located at the beginning of the
report. It must include:

A brief message from the agency head highlighting:

(1) The Agency’s mission, goals and accomplishments upholding the mission.

(2) An assessment of whether financial and performance datain the report is reliable and
complete, identifying material internal control weaknesses and actions the agency is
taking to resolve them, (the letter may reference a more detailed discussion of thistopic
elsewhere in the report); and

(3) A Federal Manager’s Financial Integrity Act (Integrity Act) statement of assurance
indicating whether (a) management controls are in place and (b) financial systems
conform with government-wide standards. The statement must take one of the following
forms:. statement of assurance; qualified statement of assurance, with exceptions
explicitly noted; or statement of no assurance. (Effective through FY 2005)

2.2B Part 1: Management’s Discussion and Analysis

A PAR must contain a section entitled Management’ s Discussion and Analysis (MD&A). The
MD&A is Section 1 of the PAR and should follow the Agency Head (Secretary) Message. To be
useful, it must be concise and readable to a non-technical audience. The MD&A is an overview
of the Financial and Performance results. See Section 11 of this document for an outline of the
required information to be included in the MD& A. Beginning with FY 2006, M anagement
Assurances required under the Integrity Act and OMB Circular A-123, Management’s
Responsibility for Internal Control must be separately identified within the MD& A as part of the
information provided in accordance with Section 11.1G Analysis of the Entity’ s Systems,
Controls and Legal Compliance.

2 Agencies are a'so encouraged to develop abrief highlights version of the annual PAR. The PAR Highlights should
exist as a standalone document, presenting key findings and relevant financial and performance data. Agencies
should prepare the highlights document in a manner and writing style appropriate for the general public. Agencies
may find it useful to prepare a PAR highlights with a CD of the entire PAR document included as an alternative to
distributing numerous printed copies of the entire PAR document.
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2.2C Part 2: Performance Section

The annual program performance information submitted per the Government Performance and
Results Act (GPRA) should contain al of the required elements for the Annual Performance
Report as specified in OMB Circular No. A-11, Part 6, Preparation and Submission of Strategic
Plans, Annual Performance Plans, and Annual Program Performance Reports, as amended. In
developing the MD&A, preparers should draw from this section to provide an overview of the
most significant performance results.

2.2D Part 3: Financial Section

A. CFO Letter
A signed letter from the Chief Financial Officer (CFO) that briefly summarizes:

(1) Planned time frames for correcting audit weaknesses and noncompliance;

(2) Mgjor impediments to correcting audit weaknesses and noncompliance;

(3) Progress made in correcting previously reported problems; and

(4) Integrity Act information, if the agency chooses not to include it in the PAR MD&A.

B. Auditor’sReport
Reporting guidance for the Auditor’s Report islocated in OMB Bulletin 01-02, Audit
Requirements for Federal Financial Statements. The final Report must be signed by the
auditor.

C. Financial Statements and Notes

See Sections 3 through 12 in this document for information on the financial statements,
notes, RSI and RSSI and Other Accompanying Information (OAl).
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Section 3 - Balance Sheet
Table of Contents

3.1 General

3.2 lllustrative Statement - Consolidated Balance Sheet
3.3 Assets

3.4 Liabilities

3.5 Net Position

3.1 General

The balance sheet presents, as of a specific time, amounts of future economic benefits owned or
managed by the reporting entity exclusive of items subject to stewardship reporting (assets),
amounts owed by the entity (liabilities), and amounts which comprise the difference (net
position).

The balance sheet displayed in Section 3.2A and B illustrates a consolidated two-column format
to allow the user to make appropriate comparisons with prior periods. Reporting entities
preparing financial statements in accordance with this Circular may present similar information
or may present information in separate columns for their primary components, e.g., bureaus or
major lines of business.

Combine entity and non-entity assets on the face of the balance sheet and disclose non-entity
assets in the footnotes. Combine liabilities covered by budgetary resources and liabilities not
covered by budgetary resources on the face of the balance sheet. Disclose liabilities not covered
by budgetary resources in the footnotes.

SFFAS 27, I dentifying and Reporting Earmarked Funds, is effective for periods beginning
after September 30, 2005. See Note 9.20 and SFFAS 27 for mor e details on ear marked
funds. The Illustrative Statement (3.2.B) - Consolidated Balance Sheet (Beginning FY 2006)
shows the portion of cumulative results of operations and unexpended appropriations for
earmarked funds separately from all other funds on the face of the balance sheet. Based on
SFFAS 27 requirements, prior periods shall not be restated in theinitial year of implementation
(FY 2006). For the purposes of earmarked funds, FY 2005 should not be restated. Also, the
provisions of SFFAS 27 need not be applied to immaterial items.
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3.2.A lllustrative Statement - Consolidated Balance Sheet (Reporting FY 2005 and Prior)
Department/Agency/Reporting entity
CONSOLIDATED BALANCE SHEET
As of September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)

2XXX 2XXX
Assets (Note 2): (CY) (PY)
Intragovernmental:
1. Fund balance with Treasury (Note 3) $ XXX $  xxx
2. Investments (Note 5) XXX XXX
3. Accounts receivable (Note 6) XXX XXX
4. Loans receivable XXX XXX
5. Other (Note 11) XXX XXX
6. Tota intragovernmental XXX XXX
7. Cash and other monetary assets (Note 4) XXX XXX
8. Investments (Note 5) XXX XXX
9. Accounts receivable, net (Note 6) XXX XXX
10. Taxes receivable, net (Note 7) XXX XXX
11. Loans receivable and related foreclosed property, net (Note 8) XXX XXX
12. Inventory and related property, net (Note 9) XXX XXX
13. General property, plant and equipment, net (Note 10) XXX XXX
14. Other (Note 11) XXX XXX
15. Total assets X XXX $ X, Xxx
Liabilities (Note 12):
Intragovernmental:
16. Accounts payable $ Xxx $ xxx
17. Debt (Note 13) XXX XXX
18. Other (Notes 16, 17 and 18) XXX XXX
19. Total intragovernmental XXX_ XXX
20. Accounts payable XXX XXX
21. Loan guarantee liability (Note 8) XXX XXX
22. Debt held by the public (Note 13) XXX XXX
23. Federal employee and veteran benefits (Note 14) XXX XXX
24. Environmental and disposal liabilities (Note 15) XXX XXX
25. Benefits due and payable XXX XXX
26. Other (Notes 16, 17 and 18) XXX XXX
27. Total liabilities X, XXX X, XXX
28. Commitments and contingencies (Note 19)
Net position:
29. Unexpended appropriations XXX XXX
30. Cumulative results of operations XXX XXX
31. Total net position $ X XXX $ XXXX
32. Total liabilities and net position $ X XXX $ XXXX

The accompanying notes are an integral part of these statements.
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3.2.B lllustrative Statement - Consolidated Balance Sheet (Report Beginning FY 2006)
Department/Agency/Reporting entity
CONSOLIDATED BALANCE SHEET
Asof September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)
2XXX 2XXX
Assets (Note 2): (CY) (PY)
Intragovernmental:
1. Fund balance with Treasury (Note 3) XXX $  xxx
2. Investments (Note 5) XXX XXX
3. Accounts receivable (Note 6) XXX XXX
4. Loansreceivable XXX XXX
5. Other (Note 11) XXX XXX
6. Total intragovernmental XXX XXX
7. Cash and other monetary assets (Note 4) XXX XXX
8. Investments (Note 5) XXX XXX
9. Accounts receivable, net (Note 6) XXX XXX
10. Taxesreceivable, net (Note 7) XXX XXX
11. Loansreceivable and related foreclosed property, net (Note 8) XXX XXX
12. Inventory and related property, net (Note 9) XXX XXX
13. General property, plant and equipment, net (Note 10) XXX XXX
14. Other (Note 11) XXX XXX
15. Total assets $ XXXX $ X, Xxx
Liabilities (Note 12):
Intragovernmental:
16. Accounts payable XXX $  xxx
17. Debt (Note 13) XXX XXX
18. Other (Notes 16, 17 and 18) XXX XXX
19. Total intragovernmental XXX XXX
20. Accounts payable XXX XXX
21. Loan guarantee liahility (Note 8) XXX XXX
22. Debt held by the public (Note 13) XXX XXX
23. Federal employee and veteran benefits (Note 14) XXX XXX
24. Environmenta and disposal liabilities (Note 15) XXX XXX
25. Benefits due and payable XXX XXX
26. Other (Notes 16, 17 and 18) XXX XXX
27. Totd liabilities X, XXX X, XXX
28. Commitments and contingencies (Note 19)
Net position:
29. Unexpended appropriations — earmarked funds (Note 20) XXX XXX
30. Unexpended appropriations- other funds XXX XXX
31. Cumulative results of operations — earmarked funds(Note 20) XXX XXX
32. Cumulative results of operations— other funds XXX XXX
33. Total net position $ XxxX $ XXXX
34. Total liahilities and net position $ XXXX $ X XXX
The accompanying notes are an integral part of these statements.
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3.3 Assets

General Categories. Assets are tangible or intangible items owned by the Federal Government
which have probable economic benefits that can be obtained or controlled by a Federal
Government entity. The intragovernmental assets of an agency are separately reported on the
face of the balance sheet. Non-entity assets, which may be intragovernmental or governmental
(i.e., non-Federal), are separately disclosed in the footnotes. Entity, non-entity, and
intragovernmental assets are defined below in accordance with SFFAS No. 1.

Entity Assets. These are assets that the reporting entity has authority to use in its operations.
The authority to use fundsin an entity's operations means that entity management has the
authority to decide how funds are used, or management is legally obligated to use fundsto
meet entity obligations, e.g., repay loans from Treasury.

Non-Entity Assets. These are assets that are held by an entity but are not available to the
entity. An example of non-entity assets isincome tax receivables, which the Internal
Revenue Service collects for the U.S. Government but has no authority to spend.

Combine entity and non-entity assets on the face of the balance shest, e.g., entity
intragovernmental accounts receivable and non-entity intragovernmental accounts receivable
shall be combined and reported as a single intragovernmental accounts receivable line item
on the face of the balance sheet. Disclose non-entity assetsin a note to the financial
statements (Note 2; Section 9.2).

I ntragovernmental Assets. These assets arise from transactions among Federal entities.
These assets are claims of a Federal entity against other Federal entities. Report
intragovernmental assets separately from transactions with non-Federal entities, the Federa
Reserve, and government-sponsored enterprises (i.e., Federally chartered but privately owned
and operated entities). The term "non-Federal entity" encompasses domestic and foreign
persons and organi zations outside the U. S. Government.

Fund Balancewith Treasury. Thisisthe aggregate amount of the entity's accounts with
Treasury for which the entity is authorized to make expenditures and pay liabilities. This
account includes clearing account balances and the dollar equivalent of foreign currency account
balances.

Foreign currency account balances reported on the balance sheet shall be translated into U.S.
dollars at exchange rates determined by the Treasury and effective on the financial reporting
date.

To the extent that the reporting entity maintains fund balances in deposit, suspense, and clearing
accounts that are not available to finance the entity's activities, those balances should be
disclosed as non-entity assets. The fund balance which the entity is authorized to use shall be
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disclosed by fund type in the notes to the financial statement; e.g., trust fund, revolving fund, etc.
(Note 3; Section 9.3)

Cash and Other Monetary Assets. Cash consists of: (i) coins, paper currency and readily
negotiabl e instruments, such as money orders, checks, and bank drafts on hand or in transit for
deposit; (ii) amounts on demand deposit with banks or other financial institutions; (iii) cash held
in imprest funds; and, (iv) foreign currencies which, for accounting purposes, shall be translated
into U.S. dollars at the exchange rate on the financial statement date. Other monetary assets
include gold, special drawing rights, and U.S. Reservesin the International Monetary Fund. This
category is principally for use by the Department of the Treasury. The amount of cash and other
monetary assets that the reporting entity holds and is authorized to spend is entity cash. The cash
and other monetary assets that a Federal entity collects and holds on behalf of the U.S.
Government or other entities are non-entity cash and other monetary assets. The components of
cash and other monetary assets shall be disclosed in the notes to the financial statement. (Note 4;
Section 9.4)

Investments. Investmentsin Federal securities shall be reported separately from investmentsin
non-Federal securities. Investmentsin Federal securities include non-marketable par value
Treasury securities, market-based Treasury securities, marketable Treasury securities, and
securities issued by other Federal entities. Non-Federal securitiesinclude those issued by State
and local governments, Government-Sponsored Enterprises, and other private corporations.
Investments are normally reported at acquisition cost or amortized acquisition cost (less an
allowance for losses, if any). The components of investments, including the market value of
market-based and marketable Treasury securities, shall be disclosed (Note 5; Section 9.5). (See
SFFAS No. 1 for further information on investments in par value Treasury securities and in
marketable and market-based Treasury securities expected to be held to maturity.) Effective FY
2006, reporting entities with material investmentsin Treasury securities attributable to
earmarked funds must include in the required Note (Note 5; Section 9.5) on Investments as
described in SFFAS 27, paragraphs 27 and 28.

Accounts Receivable, Net. Federal entity claims for payment from other entities. Gross
receivables shall be reduced to net realizable value by an allowance for doubtful accounts.
Disclose the method(s) of calculating the allowance for doubtful accounts and the dollar amount
of the allowance (Note 6; Section 9.6).

Taxes Recelvable, Net. Federal entity claims for taxes owed by the public. Gross receivables
shall be reduced to net realizable value by an allowance for uncollectible taxes receivable.
Disclose the method(s) of calculating the allowance for uncollectible taxes and the dollar amount
of the allowance (Note 7; Section 9.7).

Interest Receivable, Net. Interest income earned but not received as of the reporting date.
Report interest receivable as a component of the appropriate asset accounts. No interest shall be
recognized as revenue on accounts receivable and investments that are determined to be
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uncollectible, until the interest is actually collected. Accrued interest on uncollectible accounts
receivable, however, shall be disclosed until the requirement to pay interest is waived by the
Federal Government or the related bad debt is written off.

Interest receivable related to pre-1992 and post-1991 direct loans and acquired defaulted
guaranteed loans shall be reported as a component of |oans receivable and related foreclosed

property.

L oans Receivable and Related Foreclosed Property, Net. The net value of credit program
receivables and related foreclosed property are considered an entity asset if, as provided by law
or OMB Circulars, the entity has the authority to determine the use of the funds collected, or if
the entity islegally obligated to use the funds to meet entity obligations, e. g., loans payable to
Treasury. Disclose the components of this line in the notes to the financial statement (Note 8;
Section 9.8).

Receivable from Borrowings. When aloan guarantee program, which is generating negative
subsidy, guarantees aloan and the lender has not disbursed the loan as of the balance sheet date,
aproprietary receivable from borrowings shall not be reported. It is sufficient to report the
undelivered order, which is recorded to obligate the funds, and the borrowing authority or
unobligated balances to support the undelivered order.

Negative Subsidies and Downward Reestimates of Subsidy. Special fund receipt accounts for
negative subsidies and downward subsidy reestimates are to be included in the credit reporting
entity’ sfinancial statements. Any assets in the accounts are non-entity assets and are offset by
intragovernmental liabilities covered by budgetary resources.

Inventory and related property, Net. Disclose additional information about each category
below in the notes to the financial statement (Note 9; Section 9.9).

CATEGORY DESCRIPTION

Inventory Tangible personal property that is (i) held for sale, including raw
materials and work in process, (ii) in the process of production for
sale, or (iii) to be consumed in the production of goods for sale or
in the provision of servicesfor afee.

Operating materials ~ Tangible personal property to be consumed in normal
and supplies operations.

Stockpile materials Strategic and critical materials held due to statutory requirements
for use in national defense, conservation or national emergencies.
They are not held with the intent of selling in the ordinary course
of business.
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Seized property

Forfeited property

Goods held under
price support and
stabilization programs

Monetary instruments, real property, and tangible persona

property of others, including illegal drugs, contraband, and
counterfeit items seized by authorized law enforcement agencies as
a consequence of various laws, in the actual or constructive
possession of a custodial agency.

Only seized monetary instruments shall be recognized as seized
assets when seized (and aliability shall be reported in Other
Liabilitiesin an amount equal to the seized asset value). Seized
property other than monetary instruments and additional
information regarding seized property shall be disclosed.

(i) Monetary instruments, intangible property, rea property, and
tangible personal property acquired through forfeiture proceedings;
(i) property acquired by the government to satisfy ataxpayer's
liability; and (iii) unclaimed and abandoned merchandise.

These goods are referred to as commodities. Commodities
are items of commerce or trade having an exchange value.

General Property, Plant and Equipment, Net. SFFAS No. 6, as amended by SFFAS 11, 16
and 23, defines general property, plant and equipment (PP&E) as any PP& E used in providing
goods and services. SFFAS No. 6 also provides guidance for determining the cost of general
PP& E acquired by purchase, capital lease, donation, devise, judicial process, exchange,
forfeiture, or transfer from other Federal entities. Minimum disclosure requirements for general
PP& E can be found in section 9.10.

General PP&E has one or more of the following characteristics:

e |tisprimarily used to produce goods or services, or to support the mission of the entity.
But, it may be used for alternative purposes (e.g., by other Federal programs, State or
local governments, or non-governmental entities). or

e Itisusedinasignificantly self-sustaining activity which finances its continuing cycle
of operations through the collection of revenue (business-type activities), or

e Itisused by entitiesin activities whose costs can be compared to other entities
performing similar activities.

For entities operating as business-type activities, all PP& E shall be categorized as general PP& E
whether or not it meets the definition of other PP& E categories (e.g., heritage assets).
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Land and land rights acquired for or in connection with general PP& E shall be included in
general PP&E.

Internal use software, whether commercial off-the-shelf, internally developed or contractor
developed, shall be capitalized and depreciated if it meets the criteria of general PP& E. Refer to
SFFAS No. 10 for further guidance on internal use software.

Depreciation shall be recognized on all general PP&E, except land and land rights of unlimited
duration. The depreciation expense associated with the use of general PP&E is calculated
through the systematic and rational allocation of the cost, lessits estimated salvage/residual
value, over the estimated useful life of the general PP&E.

Heritage assets, and stewardship land are categories of PP& E not reported on the balance sheet
with one exception. Multi-use heritage assets are heritage assets that are predominantly used in
general government operations (e.g., buildings, such as the main Treasury building which is used
as an office building). The cost of acquisition, betterment, or reconstruction of multi-use
heritage assets shall be capitalized as general PP& E and depreciated, with an appropriate
footnote disclosure explaining that physical quantity information for the multi-use heritage assets
isincluded in Required Supplemental Stewardship Information reporting for heritage assets
(Section 10.2).

Other Assets. The "Other" assets category shall include assets that are not reported in a separate
category on the face of the balance sheet. Reporting entities should disclose in the notes the
amount and nature of categories of "Other" assets (Note 11; Section 9.11).

Examples of “Other” Assets may include, but are not limited to, advances and prepayments.
Advances are cash outlays made by a Federal entity to its employees, contractors, grantees or
othersto cover apart or al of the recipients anticipated expenses or as advance payments for the
costs of goods and services the entity receives. Prepayments are payments made by a Federal
entity to cover certain periodic expenses before those expenses are incurred. Progress payments
on work in process are not to be included in advances and prepayments.

3.4 Liabilities

General Categories. A liability isaprobable future outflow or other sacrifice of resources as a
result of past transactions or events. Financial statements shall recognize probable and
measurabl e future outflows or other sacrifices of resources arising from (1) past exchange
transactions, (2) government-rel ated events, (3) government-acknowledged events, or (4)
nonexchange transactions that, according to current law and applicable policy, are unpaid
amounts due as of the reporting date. SFFAS No. 5 describes the general principles governing
the recognition of aliability.

Liabilities shall be recognized when they are incurred regardless of whether they are covered by
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available budgetary resources. Thisincludesliabilities related to appropriations canceled under
"M" account legidlation (P.L. 101-510, Sec.1405).

Liabilities of Federal agencies are classified as liabilities covered or not covered by budgetary
resources. The intragovernmental liabilities of an agency are separately classified on the face of
the balance sheet. These terms are defined below in accordance with SFFAS No. 1.

Liabilities Covered by Budgetary Resources. Liabilitiesincurred which are covered by
realized budgetary resources as of the balance sheet date. Budgetary resources encompass
not only new budget authority but also other resources available to cover liabilities for
specified purposesin a given year. Available budgetary resourcesinclude: (1) new budget
authority, (2) unobligated balances of budgetary resources at the beginning of the year or net
transfers of prior year balances during the year, (3) spending authority from offsetting
collections (credited to an appropriation or fund account), and (4) recoveries of unexpired
budget authority through downward adjustments of prior year obligations. Liabilities are
considered covered by budgetary resources if they are to be funded by permanent indefinite
appropriations, which have been enacted and signed into law and are available for use as of
the balance sheet date, provided that the resources may be apportioned by OMB without
further action by the Congress and without a contingency having to be met first.

Liabilities Not Covered by Budgetary Resources. This category isfor liabilities which are
not considered to be covered by budgetary resources, as provided in the previous paragraph.

Combine liabilities covered by budgetary resources with liabilities not covered by budgetary
resources on the face of the balance sheet, e.g., intragovernmental accounts payable covered by
budgetary resources and intragovernmental accounts payable not covered by budgetary resources
shall be combined and reported as a single intragovernmental accounts payable line item on the
face of the balance sheet. Disclose liabilities not covered by budgetary resources in anote to the
financia statements (Note 12; Section 9.12).

I ntragovernmental Liabilities. These liabilities are claims against the entity by other Federal
entities. Report intragovernmental liabilities separately from claims against the reporting
entity by non-Federal entities, including government-sponsored enterprises, and the Federal
Reserve System.

Accounts Payable. The amounts owed by the reporting entity for goods and services received
from other entities, progress in contract performance made by other entities, and rents due to
other entities.

Interest Payable. Interest incurred but unpaid on liabilities of the reporting entity. Report
interest payable as a component of the appropriate liability accounts.

Liabilitiesfor Loan Guarantees. For post-1991 loan guarantees, the present value of the
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estimated net cash flowsto be paid as aresult of loan guarantees. For pre-1992 |oan guarantees,
the amount of known and estimated |osses to be payable. Disclose the components of thelinein
the notes to the financia statement (Note 8; Section 9.8).

Negative Loan Guarantee Liability. When the total oan guarantee liability for all credit
programs of areporting entity is negative, it should be reported as an asset. If aloan guarantee
liability isthe result of both positive and negative amounts for the various components, the total
will be shown as aliability, and negative components disclosed.

Debt. Amounts borrowed from the Treasury, the Federal Financing Bank, other Federal
agencies, or the public under general or special financing authority (e.g., Treasury hills, notes,
bonds and Federal Housing Administration debentures). The components of debt shall be
disclosed in the notes to the financial statement (Note 13; Section 9.13).

Federal Employee and Veteran Benefits. Entities that are responsible for administering
pensions, other retirement benefits (e.g., health benefits for retirees), and other post-employment
benefits should calculate and report these liabilities and related expenses in accordance with
SFFAS No. 5. Liabilitiesfor Federal employee and veteran benefits include the actuarial portion
of these benefits. They do not include liabilities related to ongoing continuous expenses such as
employees accrued salary and accrued annual leave, which are reported in the Other liabilities
lineitem. Disclosein the notesto the financial statements the actuarial liabilities, assumptions
used to compute the actuarial liabilities, and the components of expense for the period for
pensions, other retirement benefits, and other post-employment benefits (Note 14; Section 9.14).

Environmental and Disposal Liabilities. SFFAS No. 5 provides criteriafor recognizing a
contingent liability, which shall be applied to determine if cleanup costs should be recognized as
liabilities and/or disclosed in the notes. SFFAS No. 6 supplements the liability standard by
providing guidance for recording cleanup costs related to general PP& E and stewardship assets
used in Federal operations. The guidance applies to cleanup costs from Federal operations
known to result in hazardous waste which the Federal Government is required by Federal, State
and/or local statutes and/or regulationsto cleanup. Depending on the materiality of the amount,
the liability for cleanup costs may be displayed separately or included with Other liabilities. The
footnote disclosures required for liabilities (Note 15; Section 9.15) associated with cleanup costs
are described in SFFAS No. 6.

Benefits Due and Payable. These are amounts owed to program recipients or medical service
providers as of the balance sheet date that have not yet been paid. These amounts include
payables by the Federal entity for benefits, goods, or services provided under the terms of a
benefits program (other than Federal employee and veteran benefits programs), whether or not
such amounts have been reported to the Federal entity (e.g., estimated payments due to health
providers for services that have been rendered and that will be financed by the Federal entity but
have not yet been reported to the Federal entity). Benefit programs reported on thisline item
include, but are not limited to, Federal Old-Age and Survivors Insurance, Federal Hospital
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Insurance (Medicare Part A), Federal Supplementary Medical Insurance (Medicare Part B),
Grantsto States for Medicaid, Federal Disability Insurance, Supplemental Security Income,
Railroad Retirement, Unemployment Insurance, and Black Lung.

Other Liabilities. Thislineitem coversliabilities that are not recognized in specific categories.
It includes (but is not limited to) liabilities related to: capital leases, insurance, advances and
prepayments, deposit fund amounts held in escrow, and accrued liabilities related to ongoing
continuous expenses such as Federal employee salaries and accrued employee annual leave.
Thisitem also covers estimated losses for claims or other contingenciesif (1) a past event or
exchange transaction has occurred (e.g., a Federal entity has breached a contract with a non-
Federal entity) as of the date of the statements, (2) afuture outflow or other sacrifice of resources
is probable, and (3) the future outflow or sacrifice of resources is measurable (e.g., the amount
can be reasonably estimated). Do not include cleanup costs, if material, which shall be reported
as environmental and disposal costs. Examples of claims or other contingencies include: (1)
indemnity agreements -- reimbursements due to licensees or contractors for losses incurred in
support of Federal activities; (2) adjudicated claims -- claims against the Federal Government
that are in the process of judicial proceedings; and (3) commitments to international institutions -
- payments due to international financial institutions. Separate reporting of items within other
liabilitiesis appropriate if the amounts are significant to the balance sheet. Disclose theitems
within this line and any additional information necessary to understand the liabilitiesin the notes
to the financial statement (Note 16; Section 9.16).

Lease Liabilities. Thisitem isthe liability for capital leases. Report the lease liability asa
component of the Other Liabilities line item on the balance sheet and disclose the components of
and other information about the capital lease liability in a separate footnote (Note 17; Section
9.17). According to OMB Circular No. A-11 Preparation and Submission of Budget Estimates,
capital leases entered into during FY 1992 and thereafter are required to be fully funded in the
first year of the lease.

Insurance Liabilities. Report insurance liabilities as a component of the Other Liabilitiesline
item on the balance sheet and disclose insurance liabilities in a separate footnote (Note 18;
Section 9.18). Entities with Federal insurance and guarantee programs, except social insurance
and loan guarantee programs, shall recognize aliability for unpaid claimsincurred, resulting
from insured events that have occurred as of the reporting date. The amount recognized is the
liability known with certainty plus an accrual for a contingent liability recognized when an
existing condition, situation, or set of circumstances involving uncertainty as to possible loss
exists and the uncertainty shall ultimately be resolved when one or more future events occur or
fail to occur, afuture outflow or other sacrifice of resources is probable, and the future outflow
or sacrifice of resources is measurable. Life insurance programs shall recognize aliability for
future policy benefits in addition to the liability for unpaid claims incurred.

Commitmentsand Contingencies. A loss contingency is an existing condition, situation, or
set of circumstances involving uncertainty as to possible lossto an entity. The uncertainty
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should ultimately be resolved when one or more future events occur or fail to occur. The
likelihood that the future event or events will confirm the loss or the incurrence of aliability can
range from probable to remote. SFFAS No. 5, as amended by SFFAS No. 12, contains the
criteriafor recognition and disclosure of contingent liabilities. In addition to the contingent
liabilities required by SFFAS No. 5, the following shall also be disclosed: (1) an estimate of
obligations related to canceled appropriations for which the reporting entity has a contractual
commitment for payment, and (2) amounts for contractual arrangements which may require
future financial obligations (Note 19; Section 9.19).

3.5 Net Position
The components of net position are classified as follows:

Unexpended Appropriations. Thisamount includes the portion of the entity's appropriations
represented by undelivered orders and unobligated balances. Unexpended appropriations
attributable to earmarked funds, if material, should be shown separately on the face of the

bal ance sheet upon implementation of SFFAS 27 in FY 2006. (Note 20; Section 9.20)

Cumulative Results of Operations. The net results of operations since inception plus the
cumulative amount of prior period adjustments. This includes the cumulative amount of
donations and transfers of assetsin and out without reimbursement. Beginning in FY 2006,
cumulative results of operations attributable to earmarked funds, if material, should be
shown separ ately on the face of the balance sheet, in accor dance with the provisions of
SFFAS 27. (Note 20; Section 9.20)
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Section 4 - Statement of Net Cost
Table of Contents

4.1 General

4.2 |llustrative Statement - Consolidated Statement of Net Cost
4.3 Program Costs

4.4 Earned Revenues

4.5 Net Program Costs

4.6 Costs Not Assigned to Programs

4.7 Earned Revenues Not Attributed to Programs

4.8 Net Cost of Operations

4.1 General

The Statement of Net Cost is designed to show separately the components of the net cost of the
reporting entity's operations for the period. However, the organizational structure and operations
of some entities are so complex that to fully display their suborganizations' major programs and
activities may require supporting schedules to supplement the information in the Statement of
Net Cost. The supporting schedules shall be included in the notes to the financial statements.

Net cost of operations is the gross cost incurred by the reporting entity less any exchange
revenue earned from its activities. The gross cost of a program consists of the full cost of the
outputs produced by that program plus any non-production costs that can be assigned to the
program (non-production costs are costs linked to events other than the production of goods and
services). The net cost of a program consists of gross cost less related exchange revenues. By
disclosing the gross and net cost of the entity's programs, the Statement of Net Cost provides
information that can be related to the outputs and outcomes of the programs and activities.

The Statement of Net Cost and related supporting schedules classify revenue and cost
information by suborganization or responsibility segment and, to the extent practicable, within
each classification by major program. (Suborganizations are considered to be generally
equivalent to responsibility segments.) Preparers of the Statement of Net Cost should present
responsibility segments that align directly with the major goals and outputs described in the
entity's strategic and performance plans, required by the Government Performance and Results
Act (GPRA).

The Statement of Net Cost and related supporting schedules should show the net cost of
operations for the reporting entity as awhole and its programs and suborganizations. This can be
accomplished by reporting by program: (1) Expense costs, (2) related exchange revenues, (3) the
excess of costs over exchange revenues (net program costs), (4) the costs that cannot be assigned
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to specific programs or outputs, and (5) the exchange revenues that cannot be attributed to
specific programs and outputs.

Intragovernmental gross costs and earned revenues shall be disclosed in Note 21.

The changesin Illustrative Statement 4.2 Consolidated Statement for Net Cost is effective for
FY 2006, however, early implementation is per mitted. For agencies not implementing in
FY 2005, refer to OMB Bulletin 01-09, Section 4 for illustrative guidance.

Preparers are encouraged to consult the Implementation Guide to SFFASNo. 7, Accounting for
Revenue and Other Financing Sources, for illustrations and explanations designed to assist in
understanding and applying the standards for classifying, recognizing, and measuring inflows of
resources to the Federal Government and its component reporting entities.
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4.2 |llustrative Statement - Consolidated Statement of Net Cost

Department/Agency/Reporting Entity
CONSOLIDATED STATEMENT OF NET COST
For the years ended September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)
2XXX 2XXX
Program Costs: (CY) (PY)
Program A:
1. Gross costs (Note 21) $ xxx $  xxx
2. Less. Earned Revenue
3. Net Program Costs XXX XXX
Other Programs:
Program B: XXX XXX
Program C: XXX XXX
Program D: XXX XXX
Program E: XXX XXX
Program F: XXX XXX
Other programs: XXX XXX
Total Other Program Costs: X, XXX X, XXX
4. Cost not assigned to programs X, XXX X, XXX
5. Less: Earned revenues not attributed to programs =XXX =XXX
6. Net Cost of Operations P X, XXX $ X XXX

The accompanying notes are an integral part of these statements.

4.3 Program Costs

The reporting entity should report the full cost of each program’ s output, which consists of (a)
both direct and indirect costs of the output, and (b) the costs of identifiable supporting services
provided by other segments within the reporting entity and by other reporting entities. The
reporting entity should accumulate and assign costs in accordance with the costing methodol ogy
in SFFAS No. 4. Program costs also include any non-production costs that can be assigned to
the program but not to its outputs. The costs of program outputs shall include the costs of
services provided by other entities whether or not the providing entity is fully reimbursed.

The costs of program outputs shall include specific imputed costs that are incurred by the
reporting entity but paid in total or in part by other entities to the extent that accounting standards
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require them to be recognized in financial statements (See FASAB Interpretation No. 6
Accounting for Imputed Intra-departmental Costs: An Interpretation of SFFAS4). In the case of
employee benefits, the imputed amount is the difference between employer/employee
contributions and the total cost of the benefit.

Reporting entities are required to recognize the following costs, including the portions that are
funded through the Office of Personnel Management (OPM), the Department of Defense, the
Department of the Treasury, the Department of Labor, or other agencies: (1) employees pension,
post-retirement health and life insurance benefits, (2) other post-employment benefits for retired,
terminated, and inactive employees, which includes unemployment and workers compensation
under the Federal Employees Compensation Act, and (3) lossesin litigation proceedings (see
FASAB Interpretation No. 2, Accounting for Treasury Judgment Fund Transactions). To ensure
consistency, agencies should not recognize costs other than those listed until OMB provides
further guidance.

In accounting for the listed costs, reporting entities should refer to relevant SFFAS and
Interpretations, such as SFFAS Nos. 4 and 5 and Interpretation No. 2, the Standard General

L edger, and the Department of Treasury Financial Management Service Intragover nmental
Fiduciary Transactions Accounting Guide for guidance. Reporting entities should also consult
with the funding and administering agencies, such as OPM, for information needed to properly
record inter-entity costs. For further guidance on the recognition of inter-entity costs that are not
fully reimbursed or are not reimbursed at all, the reporting entity should consult the inter-entity
cost standard in SFFAS No. 4.

Costs related to the production of outputs shall be reported separately from costs that are not
related to the production of outputs (e.g., non-production costs). In addition, the costs of
stewardship PP&E, listed below, shall be reported separately from other non-production costs:

e The cost of acquiring, constructing, improving, reconstructing, or renovating heritage
assets, other than multi-use heritage assets; and
e The cost of acquiring stewardship land.

Agencies should consider differentiating other significant costsif by doing so the usefulness of
the statements would be improved either because the amount of a particular cost islarge or
because of its special nature. For example, when reporting on a program that makes transfer
payments, it may be useful to differentiate between the transfer payments and administrative
costs.

4.4 Earned Revenues

Earned revenues are exchange revenues, which arise when a Federal entity provides goods and
servicesto the public or to another government entity for aprice. The full amount of exchange
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revenue is to be reported on the Statement of Net Cost or a supplementary schedule, regardless
of whether the entity is permitted to retain the revenues in whole or in part. Any portion of
exchange revenue that cannot be retained by the entity is reported as a transfer-out on the
Statement of Changesin Net Position. (See SFFAS No. 7 for information on exchange
revenues.)

Earned revenues should be deducted from the full cost of outputs or outcomes to determine their
net cost unlessit is not practical or reasonably possible to do so. However, there are no precise
guidelines to determine the degree to which earned revenue can reasonably be attributed to
outputs, outcomes, programs, or suborganizations. The attribution of earned revenues requires
the exercise of managerial judgment. In exercising this judgment, it isimportant to provide users
of the Statement of Net Cost with the ability to ascertain whether exchange revenues are
sufficient to cover the costs incurred to produce the goods or servicesinvolved. Earned revenue
shall be deducted from the gross cost of programs to determine the net program costs

4.5 Net Program Costs

Thisisthe difference between a program's gross costs and its related exchange revenues. If a
program does not earn any exchange revenue, there is no netting and the term used might be total
program costs.

4.6 Costs Not Assigned to Programs

A reporting entity and its suborganizations may incur: (a) high level general management and
administrative support costs that cannot be directly traced, assigned on a cause-and-effect basis,
or reasonably allocated to segments and their outputs and (b) non-production costs that cannot be
assigned to a particular program. These costs are part of the entity and suborganization costs and
should be reported on the Statement of Net Cost as " costs not assigned to programs.”

4.7 Earned Revenues Not Attributed to Programs

Earned revenue that isinsignificant or cannot be attributed to particular outputs or programs
should be reported separately as a deduction in arriving at net cost of operations of the
suborganization or reporting entity as awhole.

4.8 Net Cost of Operations

Thisisthe gross cost incurred by the reporting entity less any exchange revenue earned from its
activities. Thisamount represents the net cost of a suborganization or entity that is funded by

sources other than exchange revenues. The financing sources for net cost of operations are
reported on the Statement of Changes in Net Position.
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Section 5 - Statement of Changesin Net Position
Table of Contents

5.1 General

5.2 lllustrative Statement - Consolidated Statement of Changesin Net Position
5.3 Earmarked Funds

5.4 Net Position - Beginning Balances

5.5 Budgetary Financing Sour ces

5.6 Other Financing Sour ces

5.7 Net Cost of Operations

5.8 Net Change

5.9 Net Position - Ending Balances

5.1 General

The Statement of Changesin Net Position reports the change in net position during the reporting
period. Net position is affected by changes to its two components. Cumulative Results of
Operations and Unexpended Appropriations. The statement format is designed to display both
components of net position separately to enable the user to better understand the nature of
changesto net position as awhole.
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5.2.A lllustrative Statement FY 2005 - Consolidated Statement of Changesin Net Position

Department/Agency/Reporting Entity
CONSOLIDATED STATEMENT OF CHANGESIN NET POSITION
For the years ended September 30, 2xxx (CY) and 2xxx (PY)

(in dollars/thousands/millions)

2XXX 2XXX 2XXX 2XXX
(CY) (CY) (PY) (PY)
Cumulative Cumulative
Results Unexpended Results Unexpended
of Operations Appropriations of Operations Appropriations
1. Beginning Balances $ xxx $ xxx $ xxx $ xxx
2. Adjustments (+/-)
a. Changesin accounting principle (+/-) XXX XXX XXX XXX
b. Corrections of errors (+/-) _ L XXX XXX
3. Beginning balances, as adjusted XXX XXX XXX XXX

Budgetary Financing Sources.

4. Appropriations received XXX XXX
5. Appropriations transferred-in/out (+/-) XXX XXX
6. Other adjustments (rescissions, etc) (+/-) XXX XXX XXX XXX
7. Appropriations used XXX -XXX XXX -XXX
8. Nonexchange revenue XXX XXX
9. Donations and forfeitures of cash

and cash equivalents XXX XXX
10. Transfers-infout without reimbursement (+/-) XXX XXX
11. Other budgetary financing sources (+/-) XXX XXX

Other Financing Sources:

12. Donations and forfeitures of property XXX XXX

13. Transfers-infout without reimbursement (+/-) XXX XXX

14. Imputed financing from costs absorbed by others  xxx XXX

15. Other (+/-) XXX XXX
16. Tota Financing Sources XXX XXX XXX XXX
17. Net Cost of Operations (+/-) XXX XXX
18. Net Change XXX XXX XXX XXX
19. Ending Balances $ X XXX $ X XXX $ X XXX $ X XXX

The accompanying notes are an integral part of these statements.
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5.2B Illustrative Statement for FY 2006 and subsequent periods - Consolidated Statement
of Changesin Net Position

Department/Agency/Reporting Entity
CONSOLIDATED STATEMENT OF CHANGESIN NET POSITION
For the years ended September 30, 2xxx (CY) and 2xxx (PY)

(in dollars/thousands/millions)

2XXX 2XXX 2XXX 2XXX
(CY) (CY) (PY) (PY)
Cumulative Cumulative
Results Unexpended Results Unexpended
of Operations Appropriations of Operations Appropriations
1. Beginning Balances $ xxx $ xxx $ xxx $ xxx
2. Adjustments:
(a) Changes in accounting principles (+/-) XXX XXX XXX XXX
(b) Corrections of errors (+/-) L _ XXX XXX
3. Beginning balances, as adjusted XXX XXX XXX XXX

Budgetary Financing Sources.
4. Appropriations received

(a) Earmarked funds XXX XXX

(b) All other funds XXX XXX
5. Appropriations transferred-in/out (+/-) XXX XXX
6. Other adjustments (rescissions, etc) (+/-) XXX XXX XXX XXX
7. Appropriations used

(8) Earmarked funds XXX -XXX XXX -XXX

(b) All other funds XXX -XXX XXX XXX
8. Nonexchange revenue

(a) Earmarked funds XXX XXX

(b) All other funds XXX XXX
9. Donations and forfeitures of cash

and cash equivalents

(a) Earmarked funds XXX XXX

(b) All other funds XXX XXX
10. Transfers-in/out without reimbursement (+/-) XXX XXX
11. Other budgetary financing sources (+/-)

(a) Earmarked funds XXX XXX

(b) All other funds XXX XXX

Other Financing Sources:
12. Donations and forfeitures of property

(a) Earmarked funds XXX XXX
(b) All other funds XXX XXX
13. Transfers-in/out without reimbursement (+/-) XXX XXX
14. Imputed financing from costs absorbed by others  xxx XXX
15. Other (+/-) XXX XXX
16. Total Financing Sources XXX XXX XXX XXX
17. Net Cost of Operations (+/-)
(a) Earmarked funds XXX XXX
(b) All other funds XXX XXX

The accompanying notes are an integral part of these statements.
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Department/Agency/Reporting Entity
CONSOLIDATED STATEMENT OF CHANGES IN NET POSITION
For the years ended September 30, 2xxx (CY) and 2xxx (PY)

(in dollars/thousands/millions)

2XXX 2XXX 2XXX 2XXX

(CY) (CY) (PY) (PY)
Cumulative Cumulative

Results Unexpended Results Unexpended

of Operations Appropriations of Operations Appropriations

18. Net Change
(a) Earmarked funds XXX XXX XXX XXX
(b) All other funds XXX XXX XXX XXX

19. Ending Balances

(a) Earmarked funds X, XXX X, XXX X, XXX X, XXX
(b) All other funds X XXX X XXX X XXX X XXX
Total al funds $ X, xxx $ X, xxx $ xxxx $ X, Xxx

5.3 Earmarked Funds

Effective FY 2006, report earmarked non-exchange revenue and other financing sources,
including appropriations, and net cost of operations separately on the face of the Statement of
Changesin Net Position to implement SFFAS 27, Identifying and Reporting Earmarked Funds.
Report the portions of cumulative results of operations and unexpended appropriations
attributable to earmarked funds separately on the face of the Statement of Changesin Net
Position asillustrated in 5.2B. See Note 9.20 and SFFAS 27 for more detailed information.
SFFAS 27 contains certain categories of funds that are excluded from the reporting requirements
and specific guidance if more than one component entity is responsible for carrying out a
program financed with earmarked revenues and other financing sources.

Based on SFFAS 27 requirements, prior periods shall not be restated in the initial year of
implementation (FY 2006). Therefore, for FY 2005, do not restate. The provisions of SFFAS 27
need not be applied to immaterial items. Eliminations between earmarked funds and other
funds within the reporting entity, where applicable, should be disclosed in Note 20, Earmarked
Funds.

5.4 Net Position - Beginning Balances

Effective FY 2006: If material, the net position balances attributable to earmarked funds are
reported separately from all other funds. Beginning balances shall agree with the amounts
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reported as net position on the prior year's balance sheet. Adjustments for corrections of errors
and changes in accounting principles should be reported in accordance with SFFAS 21,
Reporting Corrections of Errors and Changes in Accounting Principles.

Correctionsof Errors

“Errorsin financial statements result from mathematical mistakes, mistakes in the application of
accounting principles, or oversight or misuse of facts that existed at the time the financial
statements were prepared.” Once it has been determined that an error has occurred and
restatement is required, the following provides guidance from SFFAS 21 on how management
should correct an error in the financia statements.

Paragraph 10: When errors are discovered after the issuance of financial statements, and if the
financia statements would be materially misstated absent correction of the errors,
corrections should be made as follows:

(a) If only the current period statements are presented, then the cumulative effect
of correcting the error should be reported as a prior period adjustment. The
adjustment should be made to the beginning balance of cumulative results of
operations, in the statement of changes in net position.

(b) If comparative financia statements are presented, then the error should be
corrected in the earliest affected period presented by correcting any individual
amounts on the financial statements. If the earliest period presented is not the
period in which the error occurred and the cumulative effect is attributable to
prior periods, then the cumulative effect should be reported as a prior period
adjustment. The adjustment should be made to the beginning balance of
cumulative results of operations, in the statement of changesin net position
for the earliest period presented.

(c) Thenature of an error in previously issued financial statements and the effect
of its correction on relevant balances should be disclosed. Financial
statements of subsequent periods need not repeat the disclosures.

Paragraph 11: Prior period financial statements should only be restated for corrections of errors
that would have caused any statements presented to be materially misstated.

3 Accounting Principles Board Opinion No. 20, par. 13.
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Management Actions Related to Correction of Errors

The following policy relates to actions required by management concerning material errors that
escaped detection until after they were included in the published audited financial statements.
Management shall assume responsibility for any false or misleading information in the financial
statements, or omissions that render information made in the financial statements misleading. As
such, as soon as possible after errors are detected, management shall notify their auditors and
inform their primary users of their financial statements of the error and plans for correcting itin
the financial statements.

Auditors are bound by the requirements of the AICPA audit standards, AU 561, Subsequent
Discovery of Facts Existing at the Date of the Auditor's Report. Based on this guidance, the
auditor determines whether action should be taken to prevent future reliance on the published
audit report. If the auditor decides that the effect on the financial statements or auditor’s report of
the subsequently discovered information can promptly be determined, the auditor may determine
that disclosure should consist of issuing, as soon as practicable, revised financial statements and
auditor’ sreport. However, if it is determined by the auditor that subsequently discovered
information is not reliable; the auditor may decide to change the audit opinion. Therefore, itis
imperative that management work with their auditor as soon as the error is detected to assist the
auditor in any actions that need to be taken.

See Note 9.41 Restatements for specific information to be included in the financial statement
notes.

Changesin Accounting Principles

A change in accounting principle is a change from one generally accepted accounting principle
to another one that can be justified as preferable. For the purposes of this standard, changesin
accounting principles also include those occasioned by the adoption of new federal financial
accounting standards.

Unless otherwise specified in transitioning instructions of a new FASAB standard, for all
changes in accounting principles that would have resulted in a change to prior period financial
statements:

(@ The cumulative effect of the change on prior periods should be reported as a
“change in accounting principle.” The adjustment should be made to the beginning
balance of cumulative results of operations in the statement of changes in net
position for the period that the change is made.

(b)  Prior period financial statements presented for comparative purposes should be
presented as previously reported; and

(c) The nature of the changes in accounting principle and its effect on relevant balances
should be disclosed in the current period. Financial statements of subsequent
periods need not repeat the disclosure.
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Beginning balances, as adjusted, are the sum of the beginning balances of net position as
reported on the prior year’ s Balance Sheet and prior period adjustments.

5.5 Budgetary Financing Sour ces

This section displays financing sources and nonexchange revenue that are also budgetary
resources, or adjustments to those resources, as reported on the Statement of Budgetary
Resources and defined as such by OMB Circular No. A-11, Preparation, Submission, and
Execution of the Budget, as amended.

Appropriationsreceived. Thisamount includes “appropriations received” during the current
reporting period. These are amounts appropriated from Treasury General Fund receipts, such as
income taxes, that are not earmarked by law for a specific purpose. This amount will not
necessarily agree with the “ appropriations received” amount reported on the Statement of
Budgetary Resources (SBR) because of differences between proprietary and budgetary
accounting concepts and reporting requirements. For example, certain dedicated and earmarked
receipts are recorded as “ appropriations received” on the SBR, but are recognized as exchange or
non-exchange revenue (i.e., typically in special and non-revolving trust funds) and reported on
the SCNP in accordance with SFFAS No.7. Another example iswith certain parent/child
reporting described in Section 9.36 of this document: Note 36, Descriptions of Transfers that
Appear as a Reconciling Item on the Statement of Financing. The above examples are not al
inclusive.

Appropriationstransferred-in/out. Thisisthe amount of appropriations received in the
current or prior year(s) that have been transferred in or out during the current reporting year.

Other adjustments. This amount includes adjustments to either cumulative results of
operations or unexpended appropriations. Some examples of adjustments include rescissions of
appropriations and cancellations of expired appropriation/expenditure accounts, which would
also be included in Line 6, Permanently not available, on the Statement of Budgetary Resources.
In addition, the appropriations used by collecting entities to provide refunds of monies deposited
to Treasury and trust funds shall be reported on this line item rather than as an Appropriations
Used.

Appropriations Used. Appropriations are considered used as a financing source when goods
and services are received or benefits are provided. Thisistrue whether the goods, services, and
benefits are payable or paid as of the reporting date and whether the appropriations are used for
items that are expensed or capitalized. Appropriations Used does not include undelivered orders
or unobligated appropriations. Appropriations Used does not increase net position; it is
subtracted from Unexpended A ppropriations but added to Cumulative Results of Operations for
anet zero effect on net position as awhole.
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Nonexchange Revenue. Thisamount includes revenues the Federal Government is able to
demand or receive dueto its sovereign powers. See SFFAS No. 7 for adiscussion of the
recognition and measurement criteriafor taxes and other nonexchange revenues.

Donations and forfeitures of cash and cash equivalents. This amount includes voluntary gifts
and involuntary forfeitures of resources to the Federa Government by non-Federal entities.
Donations of financial resources may be in the form of cash or securities. Thisamount also
includes the forfeiture of seized cash and cash equivalents.

Transfers-in/out without reimbursement. This amount includes intragovernmental non-
appropriated balance transfers in or out during the current reporting year. Non-appropriated
balances include financing sources and revenue not reported as unexpended appropriations.
Exchange revenue (included in calculating an entity's net cost of operations) required to be
transferred to the Treasury or another Federal entity shall be recognized as a transfer-out.

Other budgetary financing sour ces. This amount includes other financing sources that affect
budgetary resources and are not otherwise classified above.

5.6 Other Financing Sour ces

This section displays financing sources and nonexchange revenue that do not represent budgetary
resources as reported on the Statement of Budgetary Resources and defined as such by OMB
Circular No. A-11. Theitemswithin this section shall directly tie to the Statement of Financing
section Other Resources.

Donations and forfeitures of property. Thisamount includes voluntary gifts and involuntary
forfeitures of resources to the Federal Government by non-Federal entities. These resources may
be in the form of land or buildings. The amount of revenue arising from donations/involuntary
forfeitures of non-financial resources shall be recognized in accordance with criteriain SFFAS
No. 6.

Transfers-in/out without reimbursement. Thisamount includes intragovernmental transfersin
or out of capitalized assets during the current reporting year. The amount of the transfer shall be
recorded at the book value of the transferring entity. If the book value is not known, the amount
recognized should be the asset's estimated fair value at the date of the transfer.

I mputed financing from costs absor bed by others. Thisamount includes financing of certain
costs by one Federal entity on behalf of another Federa entity (e.g., the payment of certain
employee benefit costs by OPM for employees of other Federal agencies). Imputed financing
shall equal the amount of imputed costs as reported on the Statement of Net Cost.

Other. Thisamount includes other financing sources that do not represent budgetary resources
and are not otherwise classified above.
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5.7 Net Cost of Operations

This amount shall agree with the net cost of operations as reported on the Statement of Net Cost.
The Net Cost of Operationsis subtracted from the total financing sources and beginning balance,
as adjusted, to yield the ending balance of net position asit relates to the Cumulative Results of
Operations.

5.8 Net Change

Report the net change from beginning balances, as adjusted, to ending balances (subtotal of lines

4 though 17 in lllustrative statement 5.2A). Report the net change from beginning balances, as
adjusted, to ending balances (subtotal of lines 16 and 17 in Illustrative statement 5.2B).

5.9 Net Position - Ending Balances

Ending balances shall agree with the amounts reported as net position on the current year's
balance sheet.
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Section 6 - Statement of Budgetary Resour ces
Table of Contents

6.1 General
6.2 Combined vs. Consolidated Statement
6.3 Format of the Statement of Budgetary Resour ces
6.4 a. FY 2005 Illustrative Statement - Combined Statement of Budgetary Resour ces
b. FY 2006 Illustrative Statement — Combined Statement of Budgetary Resour ces
6.5 Budgetary Resour ces
6.6 Status of Budgetary Resources—FY 2005
6.7 a. Relationship of Obligationsto Outlays—FY 2005
b. Changein Obligated Balances— FY 2006
c. Net Outlays—FY 2006

6.1 General

The Statement of Budgetary Resources (SBR) and related disclosures provide information about
how budgetary resources were made available as well astheir status at the end of the period. Itis
the only financial statement predominantly derived from an entity’ s budgetary general ledger in
accordance with budgetary accounting rules, which are incorporated into GAAP for the Federal
Government.

Information on the SBR should be consistent with and reconciled to the budget execution
information reported on the Report on Budget Execution and Budgetary Resources (SF 133) and
with information reported in the Budget of the United States Government to ensure the integrity
of the numbers presented. The SBR is an agency-wide report, which aggregates account-level
information reported in the SF 133.

Consistency between budgetary information presented in the financia statements and the Budget
of the United States Government is critical to ensure the integrity of the numbers presented. The
Federal Agencies Centralized Trial-balance System Il (FACTS 1) helpsto ensure the
consistency of data. The FACTS |1 data submitted by agencies are USSGL -based trial balances,
which are used to populate the SF 133 and the actual column of the Program and Financing
Schedule of the Budget. The USSGL -based trial balance is also used to prepare the Statement of
Budgetary Resources.

FACTSII revision period The primary purpose of the FACTS I revision period isto make
FACTSI consistent with the amountsin the prior-year column of the Budget. Due to timing
differences, subsequent changes whether material or non-material may be made to the budgetary
information included in the Budget after the SBR has been published. All subsequent changes
whether material or non-material must be made in FACTS |1 during the revision period.
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Any changes to budgetary information subsequent to the publication of the audited SBR, that are
material to the SBR, should be discussed between the agencies and their auditors to determine if
restatement or note disclosure is necessary. Any material differences between comparable
information contained in the SBR and the Budget, at a minimum must be disclosed in the
footnotes to this statement (Note 33; Section 9.33).

Budget information for the entity's major budget accounts will be presented as required
supplementary information (Section 11.3).

Recognition and measurement of budgetary information reported on this statement should be
based on budget terminology, definitions, and guidance in OMB Circular No A-11, Preparation,
Submission, and Execution of the Budget (as amended). OMB Circular No. A-11 (as amended)
provides definitions and instructions for each line item reported in this statement
(www.whitehouse.gov/omb).

6.2 Combined vs. Consolidated Statement

The budgetary information presented in this statement shall be presented on a combined basis
and not a consolidated basis. Preparation of consolidated financia statements involves line-by-
line elimination of inter-entity balances. In order to remain consistent with the aggregate of the
account-level information presented on the SF 133, consolidation of this statement is not
appropriate. Accordingly, line-by-line consolidation of this statement is not permitted.

6.3 Format of the Statement of Budgetary Resour ces

The format of the SBR is based on the SF 133. The format outlined in this document for FY
2005 remains effective through the end of FY 2005. Beginning with fiscal year 2006, OMB
revised its format of the SF 133. To align with this change, the illustrative format of the
Statement of Budgetary Resources will also change. The new format of the SBR planned to be
included in OMB Circular A-11 as amended, should be used beginning with the first quarter of
fiscal year 2006 as agencies submit interim financial statementsto OMB. The comparative fiscal
year 2006 SBR should include fiscal year 2005 data prepared in the fiscal year 2006 format.

Two enhancements are included to the SBR to facilitate the reconciliation of information
between the SBR, and actual information reported in the Budget of the United States
Government. These two enhancements are:

Separate Column for Non-budgetary Credit Reform (Financing Accounts) These are non-
budgetary accounts that record all the cash flows activity resulting from post-1991 direct loans
and loan guarantees. This activity in the financing account is reported separately in the Budget of
the United States Government and is excluded from the budget surplug/ deficit totals. The
separate presentation in the SBR allows for a clear distinction between budgetary accounts and
non-budgetary credit reform accounts.
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Offsetting Receipts Line. Distributed offsetting receipts were introduced as anew lineitemin
the SBR. Offsetting receipts offset the outlays of an agency as awhole and are therefore not
reflected in budget execution reports (SF 133) at the account level. Since the SBR is an agency-
wide report, offsetting receipts must be included to reconcile to information in the Budget of the
United States Government. A more extensive discussion on offsetting receipts can be found in
Section 6.7.
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6.4 A lllustrative Statement - Combined Statement of Budgetary Resour ces (FY 2005 and prior)

Department/Agency/Reporting Entity
COMBINED STATEMENT OF BUDGETARY RESOURCES (page 1 of 2)
For the Y ears Ended September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)

2XXX 2XXX 2XXX 2XXX
(CY) (CY) (PY) (PY)
Non-Budgetary Non-Budgetary
Credit Program Credit Program
Budgetary Financing Accounts Budgetary  Financing
Accounts
Budgetary Resources:
1. Budget authority:
la. Appropriations received $ xxx $ xxx $ xxx $ xxx
1b. Borrowing authority XXX XXX XXX XXX
1c. Contract authority XXX XXX XXX XXX
1d. Net transfers (+/-) XXX XXX XXX XXX
le. Other XXX XXX XXX XXX
2. Unobligated balance:
2a. Beginning of period XXX XXX XXX XXX
2b. Net transfers, actual (+/-) XXX XXX XXX XXX
2c. Anticipated Transfers balances XXX XXX XXX XXX
3. Spending authority from offsetting collections:
3a Earned
1. Collected XXX XXX XXX XXX
2. Receivable from Federal sources XXX XXX XXX XXX
3b. Change in unfilled customer orders
1. Advancereceived XXX XXX XXX XXX
2. Without advance from Federal sources XXX XXX XXX XXX
3c. Anticipated for rest of year, without advances XXX XXX XXX XXX
3d. Previously unavailable XXX XXX XXX XXX
3e. Transfers from trust funds XXX XXX XXX XXX
3f. Subtotal XXX XXX XXX XXX
4. Recoveries of prior year obligations XXX XXX XXX XXX
5. Temporarily not available pursuant to Public Law XXX XXX XXX XXX
6. Permanently not available XXX XXX XXX XXX
7. Total Budgetary Resources $ X, XXX $ X, XXX $ X, XXX $ X, XXX
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Department/Agency/Reporting Entity
COMBINED STATEMENT OF BUDGETARY RESOURCES (page 2 of 2)
For the Y ears Ended September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)

2XXX 2XXX 2XXX 2XXX
(CY) (CY) (PY) (PY)
Non-Budgetary Non-Budgetary
Credit Program Credit Program
Budgetary Financing Accounts Budgetary Financing Accounts
Status of Budgetary Resources:
8. Obligations incurred:
8a. Direct $ xxx $ xxx $ xxx $ xxx
8b. Reimbursable XXX XXX XXX XXX
8c. Subtotal XXX XXX XXX XXX
9. Unobligated balance:
9a. Apportioned XXX XXX XXX XXX
9b. Exempt from apportionment XXX XXX XXX XXX
9c. Other available XXX XXX XXX XXX
10. Unobligated balance not available XXX XXX XXX XXX
11. Total Status of Budgetary Resources X, XXX X, XXX X, XXX X, XXX
Relationship of Obligations to Outlays:
12. Obligated balance, net, beginning of period XXX XXX XXX XXX
13. Obligated balance transferred, net (+/-) XXX XXX XXX XXX
14. Obligated balance, net, end of period:
14a. Accountsreceivable XXX XXX XXX XXX
14b. Unfilled customer orders from Federal sources  xxx XXX XXX XXX
14c. Undelivered orders XXX XXX XXX XXX
14d. Accounts payable XXX XXX XXX XXX
15. Outlays:
15a. Disbursements XXX XXX XXX XXX
15b. Collections XXX XXX XXX XXX
15c. Subtotal XXX XXX XXX XXX
16. Less: Distributed Offsetting receipts XXX XXX XXX XXX
17. Net Outlays $ X, XXX $ X, XXX $ X, XXX $ X, XXX
The accompanying notes are an integral part of these statements.
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6.4B lllustrative Statement - Combined Statement of Budgetary Resour ces (Beginning with FY 2006)

Department/Agency/Reporting Entity
COMBINED STATEMENT OF BUDGETARY RESOURCES (page 1 of 2)
For the Y ears Ended September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)

2XXX 2XXX 2XXX 2XXX
(CY) (CY) (PY) (PY)
Non-Budgetary Non-Budgetary
Credit Reform Credit Reform
Budgetary Financing Accounts Budgetary  Financing Accounts
Budgetary Resour ces:
1. Unobligated balance, brought forward, October 1: $ xxx $ xxx $ xxx $ Xxx
2. Recoveries of prior year unpaid obligations XXX XXX XXX XXX
3. Budget authority
3A. Appropriation XXX XXX XXX XXX
3B. Borrowing Authority XXX XXX XXX XXX
3C. Contract authority XXX XXX XXX XXX
3D. Spending authority from offsetting collections
3D1. Earned
3D1a. Collected XXX XXX XXX XXX
3D1b. Change in receivables from Federal sources xxx XXX XXX XXX
3D2. Changein unfilled customer orders
3D2a. Advance received XXX XXX XXX XXX
3D2b. Without advance from Federal sources XXX XXX XXX XXX
3D3. Anticipated for rest of year, without advances
3D4. Previously unavailable XXX XXX XXX XXX
3D5. Expenditure transfers from trust funds XXX XXX XXX XXX
3E. Subtotal XXX XXX XXX XXX
4. Nonexpenditure transfers, net, anticipated and actual XXX XXX XXX XXX
5. Temporarily not available pursuant to Public Law XXX XXX XXX XXX
6. Permanently not available XXX XXX XXX XXX
7. Total Budgetary Resources $ X, XXX $ X, XXX $ X, XXX $ X, XXX
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COMBINED STATEMENT OF BUDGETARY RESOURCES (page 2 of 2)
For the Y ears Ended September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)

2XXX 2XXX 2XXX 2XXX
(CY) (CY) (PY) (PY)
Non-Budgetary Non-Budgetary
Credit Program Credit
Program Budgetary Financing Accounts  Budgetary Financing Accounts
Status of Budgetary Resour ces:
8. Obligationsincurred:
8A. Direct $ xxx $ xxx $ xxx $ xxx
8B. Reimbursable XXX XXX XXX XXX
8C. Subtotal XXX XXX XXX XXX
9. Unobligated balance:
9A. Apportioned XXX XXX XXX XXX
9B. Exempt from apportionment XXX XXX XXX XXX
9C. Subtotal XXX XXX XXX XXX
10. Unobligated balance not available XXX XXX XXX XXX
11. Total status of budgetary resources X XXX X XXX X, XXX X, XXX
Change in Obligated Balance:
12. Obligated balance, net
12A. Unpaid obligations, brought forward, October 1 xxx XXX XXX XXX
12B. Less: Uncollected customer payments from
Federal sources, brought forward, October 1~ xxx XXX XXX XXX
12C. Tota unpaid obligated balance, net XXX XXX XXX XXX
13. Obligationsincurred net (+/-) XXX XXX XXX XXX
14. Less: Gross outlays XXX XXX XXX XXX
15. Obligated balance transferred, net
15A. Actual transfers, unpaid obligations (+/-) XXX XXX XXX XXX
15B. Actual transfers, uncollected customer payments
from Federal sources (+/-) XXX XXX XXX XXX
15C. Total Unpaid obligated balance transferred, net  xxx XXX XXX XXX
16. Less: Recoveries of prior year unpaid
obligations, actual XXX XXX XXX XXX
17. Change in uncollected customer payments
from Federal sources (+/-) XXX XXX XXX XXX
18. Obligated balance, net, end of period
18A. Unpaid obligations XXX XXX XXX XXX
18B. Less: Uncollected customer payments from
Federal sources XXX XXX XXX XXX
18C. Total, unpaid obligated balance, net,
end of period XXX XXX XXX XXX
Net Outlays
19. Net Outlays:
19A. Gross outlays XXX XXX XXX XXX
19B. Less: Offsetting collections XXX XXX XXX XXX
19C. Less: Distributed Offsetting receipts XXX XXX XXX XXX
19D. Net Outlays XXX XXX XXX XXX

The accompanying notes are an integral part of these statements.
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6.5 Budgetary Resour ces

This section of the statement is designed to present the total budgetary resources available to the
reporting entity. Budgetary resources include new budget authority, unobligated balances at the
beginning of the period and transferred in and out during the period, spending authority from
offsetting collections, recoveries of prior year unpaid obligations, and any adjustments to these
resources. The resources reported on this statement shall agree with, and be reconciled to, the
total budgetary resources reported for the aggregate of all budget accounts on the SF 133.

Expired obligated and unobligated balances that cancel at the end of the fiscal year must be
reported as canceled on the year-end SBR. Authority canceled in previous years should not be
included on the current SBR.

6.6 Status of Budgetary Resour ces

This section of the statement is designed to display information about the status of budgetary
resources at the end of the period. It consists of the obligations incurred, the unobligated
balances at the end of the period that remain available, and unobligated balances at the end of the
period that are unavailable except to adjust or liquidate prior year obligations. The total amount
displayed for the status of budgetary resources shall equal the total budgetary resources available
to the reporting entity as of the reporting date. The status of budgetary resources reported on this
statement shall agree with, and be reconciled to, the total status reported for the aggregate of all
budget accounts on the SF 133.

6.7. A. Relationship of Obligationsto Outlays FY 2005

This section of the statement displays the obligated balances and outlays during the reporting
period.

Outlays. Outlays consist of disbursements net of offsetting collections®. The outlays shall agree
with, and be reconciled to, the agency outlay totals reported in the Budget of the United States
Government (i.e., with the aggregate of the outlays for accounts within the budget). The outlays
shall also agree with, and be reconciled to, the aggregate of outlays reported on the SF 133 for
the aggregate of all budget accounts, including non-budgetary financing accounts and the
disbursements and collections reported to Treasury on a monthly basis (SF 224, Statement of
Transactions; SF 1219, Satement of Accountability; and SF 1220 Statement of Transactions) per
OMB Circular No. A-11 (as amended).

4 There are however rare exceptions in which outlays reported in the Budget do not correspond to disbursements
reported on the Statement of Transactions.
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Offsetting receipts. Offsetting receipts are collections that are credited to general fund, special
fund or trust fund receipt accounts and that offset gross outlays. Unlike offsetting collections,
which are credited to expenditure accounts and offset outlays at the account level, offsetting
receipts are credited to receipt accounts and offset outlays at the agency or government-wide
level.

Offsetting receipts may be distributed to agencies or undistributed. Distributed offsetting
receipts offset the outlays of the agency, while undistributed offsetting recei pts offset
government-wide outlays. Distributed offsetting receipts typically offset the outlays of the
agency that conducts the activity generating the receipts and the subfunction to which the activity
isassigned. Offsetting receipts are composed of: proprietary receipts from the public, receipts
from intragovernmental transactions, and offsetting governmental receipts.

Thisline item on the Statement of Budgetary Resources should include all distributed offsetting
receipts for the agency. A listing of distributed offsetting receipt accounts can be found at the
following website www.fms.treas.gov. Go to Financial Management Service, Combined
Statement, Part Four Other Information. Thisis an unpublished part of the Combined Statement
of Receipts, Outlays, and Balances of the United States Government, issued by the Department
of the Treasury. Agencies should include in the SBR, the receipt accountsin Part 4 classified as:

Proprietary Receipts from the Public
Intrabudgetary Receipts Deducted by Agencies
Offsetting Governmental Receipts

The amount of distributed offsetting receipts reported in this statement should be the aggregate
of cash collected in these receipt accounts and reported to Treasury on a monthly basis (SF 224,
Statement of Transactions, SF 1219, Statement of Accountability; and SF 1220, Statement of
Transactions). The amount of offsetting receipts that are distributed to agencies and reported in
this statement shall also agree with, and be reconciled to the deductions for offsetting receipts as
reported in the Budget of the United States Government.

Undistributed offsetting receipts credited to government-wide outlay totals should not be
included in the SBR.

Net outlays. For FY 2005, the amount on thisline shall equal line 15C Outlays, Subtotal less
line 16 Less. Offsetting receipts. This amount shall agree with, and be reconciled to the net
outlays (gross outlays less offsetting collections and receipts) for the agency as reported in the
Budget of the United States Government.

6.7.B Changein Obligated Balances: FY 2006

This section of the statement displays the change in obligated balances during the reporting
period.
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6.7.C Net Outlays: FY 2006

Outlays. Outlays consist of disbursements net of offsetting collections®. The outlays shall agree
with, and be reconciled to, the agency outlay totals reported in the Budget of the United States
Government (i.e., with the aggregate of the outlays for accounts within the budget). The outlays
shall also agree with, and be reconciled to, the aggregate of outlays reported on the SF 133 for
the aggregate of all budget accounts, including non-budgetary financing accounts and the
disbursements and collections reported to Treasury on a monthly basis (SF 224, Statement of
Transactions; SF 1219, Satement of Accountability; and SF 1220 Satement of Transactions) per
OMB Circular No. A-11 (as amended).

Offsetting receipts. Offsetting receipts are collections that are credited to general fund, special
fund or trust fund receipt accounts and that offset gross outlays. Unlike offsetting collections,
which are credited to expenditure accounts and offset outlays at the account level, offsetting
receipts are credited to receipt accounts and offset outlays at the agency or government-wide
level.

Offsetting receipts may be distributed to agencies or undistributed. Distributed offsetting
receipts offset the outlays of the agency, while undistributed offsetting recei pts offset
government-wide outlays. Distributed offsetting receipts typically offset the outlays of the
agency that conducts the activity generating the receipts and the subfunction to which the activity
isassigned. Offsetting receipts are composed of: proprietary receipts from the public, receipts
from intragovernmental transactions, and offsetting governmental receipts.

Thisline item on the Statement of Budgetary Resources should include all distributed offsetting
receipts for the agency. A listing of distributed offsetting receipt accounts can be found at the
following website www.fms.treas.gov. Go to Financial Management Service, Combined
Statement, Part Four Other Information. Thisis an unpublished part of the Combined Statement
of Receipts, Outlays, and Balances of the United States Government, issued by the Department
of the Treasury. Agencies should include in the SBR, the receipt accountsin Part 4 classified as:

Proprietary Receipts from the Public
Intrabudgetary Receipts Deducted by Agencies
Offsetting Governmental Receipts

The amount of distributed offsetting receipts reported in this statement should be the aggregate
of cash collected in these receipt accounts and reported to Treasury on a monthly basis (SF 224,
Statement of Transactions, SF 1219, Statement of Accountability; and SF 1220, Statement of
Transactions). The amount of offsetting receipts that are distributed to agencies and reported in
this statement shall also agree with, and be reconciled to the deductions for offsetting receipts as
reported in the Budget of the United States Government.

5 There are however rare exceptions in which outlays reported in the Budget do not correspond to disbursements
reported on the Statement of Transactions.
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Undistributed offsetting receipts credited to government-wide outlay totals should not be
included in the SBR.

Net outlays. Line 19D iscalculated. Itiscomputed asLine 19A lessLine 19B lessLine 19C.

This amount shall agree with, and be reconciled to the net outlays (gross outlays less offsetting
collections and receipts) as reported in the Budget of the United States Government.
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Section 7 - Statement of Financing
Table of Contents

7.1 General

7.2 lllustrative Statement - Consolidated Statement of Financing

7.3 Resour ces Used to Finance Activities

7.4 Resour ces Used to Finance Items Not Part of the Net Cost of Operations
7.5 Components Requiring or Generating Resour cesin Future Periods

7.6 Components Not Requiring or Generating Resour ces

7.7 Net Cost of Operations

7.1 Gener al

The Statement of Financing is the bridge between an entity’ s budgetary and financial (i.e.,
proprietary) accounting. The Statement of Financing articulates the relationship between net
obligations derived from an entity’ s budgetary accounts and net cost of operations derived from
the entity’ s proprietary accounts by identifying and explaining key differences between the two
numbers.

Most entity transactions are recorded in both budgetary and proprietary accounts. However,
because different accounting bases are used for budgetary and proprietary accounting, some
transactions may appear in only one set of accounts (e.g., accrual of environmental and disposal
liabilities which is recorded only in the proprietary records). Furthermore, not al obligations or
offsetting collections may result in expenses or exchange revenue (e.g., purchase of abuilding is
capitalized on the balance sheet in the proprietary accounts but obligated and outlayed in the
budgetary accounts).

The statement is structured to first identify total resources used by an entity during the period
(budgetary and other) and then makes adjustments to the resources based upon how they were
used to finance net obligations or net cost. Budgetary resources reported in this statement are
those resources as defined in OMB Circular No. A-11 and also reported on the Statement of
Budgetary Resources. Other resources reported in this statement are also reflected in the
Statement of Changes in Net Position.

Preparers of financia statements should refer to FASAB’ s Implementation Guide to SFFASNo. 7
for more detailed guidance useful in preparing the Statement of Financing. Preparers of financial
statements have flexibility asto the level of detail presented, e.g., the information should be
presented for the reporting entity as awhole and, if the preparer elects, for the major
suborganizations or responsibility segments or for the major budget accounts.
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The budgetary information used to calculate net obligations (i.e., lines 1-4) must be presented on
acombined basis in the Statement of Financing to enable a direct tie to the Statement of
Budgetary Resources.

7.2 lllustrative Statement - Consolidated Statement of Financing

Department/Agency/Reporting Entity
CONSOLIDATED STATEMENT OF FINANCING (Page 1 of 2)
For the Y ears Ended September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)

2XXX 2XXX
(CY) (PY)
Resources Used to Finance Activities:
Budgetary Resources Obligated
1. Obligationsincurred $ xxx $  xxx
2. Less: Spending authority from offsetting collections and recoveries XXX XXX
3. Obligations net of offsetting collections and recoveries XXX XXX
4. Less: Offsetting receipts XXX XXX
5. Net obligations XXX XXX
Other Resources
6. Donations and forfeitures of property XXX XXX
7. Transfersin/out without reimbursement (+/-) XXX XXX
8. Imputed financing from costs absorbed by others XXX XXX
9. Other (+/-) XXX XXX
10. Net other resources used to finance activities XXX XXX
11. Total resources used to finance activities X, XXX X, XXX
Resources Used to Finance Items not Part of the Net Cost of Operations
12. Change in budgetary resources obligated for goods,
services and benefits ordered but not yet provided (+/-) XXX XXX
13. Resources that fund expenses recognized in prior periods XXX XXX
14. Budgetary offsetting collections and receipts that do not affect net cost
of operations
14a. Credit program collections which increase liabilities for loan
guarantees or allowances for subsidy XXX XXX
14b. Other XXX XXX
15. Resourcesthat finance the acquisition of assets
XXX XXX
16. Other resources or adjustments to net obligated resources that do not
affect net cost of operations (+/-) XXX XXX
17. Total resources used to finance items not part of the net cost of operations XXX XXX
18. Total resources used to finance the net cost of operations X, XXX X, XXX
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Department/Agency/Reporting Entity
CONSOLIDATED STATEMENT OF FINANCING (Page 2 of 2)
For the Y ears Ended September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)
2XXX 2XXX
(CY) (PY)
Components of the Net Cost of Operations that will not Require or Generate Resourcesin the
Current Period:
Components Requiring or Generating Resourcesin Future Periods:
19. Increase in annual leave liability XXX XXX
20. Increase in environmental and disposal liability XXX XXX
21. Upward/Downward reestimates of credit subsidy expense (+/-) XXX XXX
22. Increase in exchange revenue receivable from the public XXX XXX
23. Other (+/-) XXX XXX
24. Total components of Net Cost of Operations that will require or
generate resources in future periods XXX XXX
Components not Requiring or Generating Resources:
25. Depreciation and amortization XXX XXX
26. Revaluation of assets or liahilities (+/-) XXX XXX
27. Other (+/-) XXX XXX
28. Total components of Net Cost of Operations that will not require or
generate resources XXX XXX
29. Total components of net cost of operations that will not require or generate resources
in the current period X XXX X, XXX
30. Net Cost of Operations $ X XXX $ X, XXX

The accompanying notes are an integral part of these statements.

7.3 Resour ces Used to Finance Activities

This section reflects the budgetary resources obligated and other resources that are used to
finance the activities of the agency. The obligations of budgetary resources are net of offsetting
collections, recoveries and offsetting receipts. The other resources are financing sources that
increase net position but are not budgetary resources.

Budgetary Resour ces Obligated

Obligationsincurred. Thislineitem will agree with the obligations incurred (line 8) as
reported on the Statement of Budgetary Resources. Thisline item will include all budget
accounts, including non-budgetary financing accounts.

Less: Spending authority from offsetting collections and recoveries. Thislineitem will agree
with the spending authority from offsetting collections (line 3 for FY 2005 and line 3D for FY
2006) and recoveries (line4 for FY 2005 and line 2 for FY 2006) as reported on the Statement of
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Budgetary Resources. Thislineitem will include al budget accounts, including non-budgetary
financing accounts.

Obligations net of offsetting collections and recoveries. Thislineitem isthe difference
between the two preceding lines.

Less: Offsetting receipts. Thislineitem will agree with the offsetting receipts (line 16 in FY
2005 and line 19C in FY 2006) as reported on the Statement of Budgetary Resources.

Net obligations. Thislineitem isthe difference between the two preceding lines. Net
obligations reflect obligations incurred net of offsetting collections, recoveries, and offsetting
receipts.

Other Resources. Thelineitemsin this section will agree with the corresponding line items as
reported on the Statement of Changes in Net Position: Donations and forfeitures of property (line
12), Transfersin/out without reimbursement (line 13 only), Imputed financing from costs
absorbed by others (line 14) and Other (line 15). These resources increase net position but are
not budgetary resources as reported on the Statement of Budgetary Resources or defined as such
inthe OMB Circular No. A-11.

7.4 Resour ces Used to Finance Items Not Part of the Net Cost of Operations

This section adjusts total resources used to finance the activities of the entity to account for items
that were included in net obligations and other resources but were not part of the net cost of
operations. This section would include itemsin which the expense was recognized in a prior
period but the budgetary resource and obligation are recognized in the current period (e.g.,
upward/downward reestimates of subsidy expense accrued in the prior period but obligated in the
current period). It would also include budgetary resources and obligations recognized in the
current period that do not affect the net cost of operations (e.g., the acquisition of assets reflected
in net obligations but not in net cost of operations for the period).

Changein budgetary resour ces obligated for goods, services and benefits ordered but not
yet provided. Thisamount reflects undelivered orders or adjustments thereof, reflected in net
obligations but not part of net cost of operations. Thislineitem istypically areduction to Total
resources used to finance activities.

Resour cesthat fund expensesrecognized in prior periods. Thislineitem reflectsthe
obligation of resources that were part of the net cost of operationsin aprior period. The expense
would have been reported on this statement in a prior period as a Component Requiring or
Generating Resources in Future Periods (Section 7.5). An example includes the liquidation of a
liability with budgetary resources provided in the current period. Such activitiesinclude
decreasesin annual leave and environmental clean-up liabilities.
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Budgetary offsetting collections and receiptsthat do not affect net cost of operations. This
line item reflects offsetting collections and receipts that are not reported as exchange revenue on
the Statement of Net Cost. Gross offsetting collections and receipts are offset against obligations
incurred to determine net obligations in the Resources Used to Finance Activities section of this
statement. Since not al of offsetting collections and receipts are exchange revenue, an
adjustment is needed on thisline. The adjustment reflects the portion of offsetting collections
and receipts that are not reported on the Statement of Net Cost.

Credit program collections which increase liabilities for loan guarantees or allowances
for subsidy. Certain collections in the financing account represent budgetary resources
but do not affect net cost. These collections do, however, adjust amounts on the balance
sheet. For example, the accounting for subsidy expense illustrates this reconciling item.
In determining net obligations, in the Resources Used to Finance Activities section,
subsidy expense is reflected as both a component of obligations incurred and offsetting
collections. The program account obligates the subsidy expense and the financing
account collects and retains the subsidy until disbursement of aloan or default claim.
The subsidy expense is reflected as both an obligation on the Statement of Budgetary
Resources and an expense on the Statement of Net Cost. The collection, however, is
reflected as an offsetting collection on the Statement of Budgetary Resources but
reflected as a contra-asset or liability on the Balance Sheet.

Other. Other transactions generating differences between net obligations and net cost of
operations that are reflected on this line include the collection of exchange revenue
receivable from the public and advances received for work not yet performed.

Resour ces that finance the acquisition of assets. Thislineitem reflects budgetary resources
obligated that are not expenses as reported on the Statement of Net Cost. An example of this
activity includes purchases of capitalized assets.

Other resources or adjustmentsto net obligated resour cesthat do not affect net cost of
operations. Thislineitem includes activities not otherwise classified above. This activity may
include non-cash recoveries of prior year obligations. Recoveries are budgetary resources that
offset obligations on the Statement of Budgetary Resources, but are not a proprietary financing
source used to offset costs on the Statement of Net Cost.

Other examples include donations of property, forfeitures of property and transfers of property.
These examples are reported as Other resourcesin the first section of this statement but are not
reported on the Statements of Net Cost or Budgetary Resources.

7.5 Components Requiring or Generating Resour cesin Future Periods

The costs of the Federal Government are not always funded in the period the costs are incurred.
This section identifies items that are recognized as a component of the net cost of operations for
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the period but the budgetary resources (and related obligation) will not be provided (or incurred)
until a subsequent period.

Increasein annual leave liability. Thislineitem includes the expense related to theincreasein
annual leave liability for which the budgetary resources will be provided in a subsequent period.

Increasein environmental and disposal liability. Thislineitem includes the expense related
to the increase in environmental and disposal liability for which the budgetary resources will be
provided in a subsequent period.

Upwar d/downwar d reestimates of credit subsidy expense. Thislineitem includes the
expense recognized as aresult of an upward/downward reestimate of credit program subsidy
cost, for which the budgetary resources (or obligation) will be provided (or incurred) in a
subsequent period. While budgetary resources are not provided in the current period, credit
subsidy reestimates should be reflected as liabilities covered by budgetary resources since the
budget authority to fund the reestimates is permanent and indefinite and no further Congressional
action is needed to provide the resources.

Increase in exchange revenue receivable from the public. Exchange revenue from the public
isreflected asit is earned as a component of the net cost of operations for the period, but will
normally not be reflected in net obligations until it isreceived. Budgetary resources are normally
not recognized from the public until collected in accordance with the OMB Circular No. A-11.
Other. Thisline item includes activities not otherwise classified above.

7.6 Components Not Requiring or Gener ating Resour ces

This section includes items that are recognized as part of the net cost of operations for the period
but will not generate or require the use of resources.

Depreciation and Amortization. Thisline item includes the depreciation and amortization of
assets reflected as a component of net cost of operations for the period. For capitalized assets,
budgetary resources are obligated when the asset is acquired, not when it is depreciated.

Revaluation of assetsor liabilities. Thislineitem includes gains and losses recognized during
the revaluation of assets or liabilities.

Other. Thislineitem includes activities not otherwise classified above.
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7.7 Net Cost of Operations

This amount is the sum of the line items Total resources used to finance net cost of operations
and Total components of net cost of operations that will not require or generate resourcesin the
current period. Thislineitem will agree with the net cost of operations as reported on the
Statement of Net Cost.

OMB Circular A-136 59



Form and Content of the PAR Section 8 -- Statement of Custodial Activity

Section 8 - Statement of Custodial Activity
Table of Contents

8.1 General

8.2 lllustrative Statement - Statement of Custodial Activity
8.3 Sources of Collections

8.4 Disposition of Collections

8.5 Net Custodial Activity

8.1 General

The Statement of Custodial Activity is required for entities that collect nonexchange revenue for
the General Fund of the Treasury, atrust fund, or other recipient entities. In addition, the
Statement of Custodial Activity isrequired for selected exchange revenues specified in SFFAS 7,
including oil and gas revenues. The collecting entities do not recognize as revenue those
collections that have been or should be transferred to others as revenues. Rather, they shall
account for sources and disposition of the collections as custodial activities on the Statement of
Custodial Activity.

An exception to requiring preparation of the Statement of Custodial Activity is made when
collecting entities have custodial collections that are immaterial and incidental to their primary
mission. In these cases, the sources and disposition of the collections may be disclosed in
accompanying footnotes.

Custodial collections are normally nonexchange revenues, such as taxes and duties collected by
the Internal Revenue Service and the U.S. Customs and Border Protection. Exchange revenueis
normally reported on the Statement of Net Cost. However, SFFAS 7 identified certain
exceptional circumstances in which the entity recognizes virtually no costs in connection with
earning the revenue that it collects (see paragraph 45 of SFFAS No. 7). Inthese identified
situations, the exchange revenue is reported in the Statement of Custodial Activity rather than on
the Statement of Net Cost. Information on the sections of the Statement of Custodial Activity is
presented below. Also see SFFAS No. 7 and the related implementation guide.
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8.2 lllustrative Statement - Statement of Custodial Activity

Department/Agency/Reporting Entity
STATEMENT OF CUSTODIAL ACTIVITY
For the Y ears ended September 30, 2xxx (CY) and 2xxx (PY)
(in dollars/thousands/millions)

2XXX 2XXX
(CY) (PY)
Revenue Activity:
Sources of Cash Collections:
1. Individual Income and FICA/SECA Taxes $ xxx $ xxx
2. Corporate Income Taxes XXX XXX
3. Excise Taxes XXX XXX
4. Estate and Gift Taxes XXX XXX
5. Federal Unemployment Taxes XXX XXX
6. Customs Duties XXX XXX
7. Miscellaneous XXX XXX
8. Total Cash Collections X, XXX X, XXX
9. Accrua Adjustments (+/-) XXX XXX
10. Total Custodial Revenue X, XXX X, XXX
Disposition of Collections:
11. Transferred to Others (by Recipient):
Recipient A XXX XXX
Recipient B XXX XXX
Recipient C XXX XXX
12. (Increase)/Decrease in Amounts Y et to be Transferred (+/-)  xxx XXX
13. Refunds and Other Payments XXX XXX
14. Retained by the Reporting Entity XXX XXX
15. Net Custodial Activity $ 0 $ 0

The accompanying notes are an integral part of these statements.
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8.3 Sour ces of Collections

Report in this section of the statement the components of collections, such as by type of tax and
duty, collection of past-due receivables for others, or other appropriate identifier to describe the
source and nature of the collections. If refunds of taxes or other non-exchange revenues are
material in relation to the gross collections made, consider reporting them by component
separately in afootnote.

This section of the report aso includes the nonexchange revenue accrual adjustment, which shall
be shown separately and added or subtracted from the net collections to determine the total
custodial nonexchange revenue. Guidance for calculating the accrual adjustment can be found in
SFFAS No. 7 and the related implementation guide. If the accrual adjustments are material in
relation to the gross collections, consider reporting them separately in afootnote. The accrual
adjustment is not applicable to exchange revenue.

Exchange revenues are reported on an accrual basis.
8.4 Disposition of Collections

This section of the statement accounts for the disposition of the revenue reported in the
preceding section.

Amounts Transferred to Others. Identify the specific agencies to which collections
were transferred and the amounts transferred.

Amounts Yet to be Transferred. Report the changein liability for revenue yet to be
transferred. The liability may exist because the revenue has been accrued--and is
receivable--but has not yet been collected, or because collections already made have not
yet been transferred to the entity for which collected as of the end of the reporting period.

Amounts of Refunds and Other Payments. Report the amounts of refunds and other
payments made. Thislineisnormally not applicable to exchange revenue.

Amounts Retained by the Collecting Entity. In some cases, collecting entities are
permitted to retain a portion of amounts collected. Amounts retained shall be separately
reported by the collecting entity as adisposition of collections.

8.5 Net Custodial Activity. Thetotal of the Sources of Collections section (total revenue) shall

equal the total of the Disposition of Collections section (total disposition of revenue). The net
custodial activity shall always equal zero.
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9.1 Note 1l

Section 9 - Notesto the Financial Statements (Part 1 of 2)
Table of Contents

Significant Accounting Policies

Notes Related to the Balance Sheet

9.2 Note 2
9.3 Note 3
9.4 Note 4
9.5 Note5
9.6 Note 6
9.7 Note 7
9.8 Note 8
9.9 Note 9
9.10 Note 10
9.11 Note 11
9.12 Note 12
9.13 Note 13
9.14 Note 14
9.15 Note 15
9.16 Note 16
9.17 Note 17
9.18 Note 18
9.19 Note 19
9.20 Note 20

Non-entity Assets

Fund Balance with Treasury

Cash and Other Monetary Assets

I nvestments

Accounts Receivable, Net

Taxes Receivable, Net

Direct Loans and L oan Guar antees, Non-Federal Borrowers
Inventory and Related Property, Net

General Property, Plant and Equipment, Net
Other Assets

Liabilities Not Covered by Budgetary Resour ces
Debt

Federal Employee and Veteran Benefits
Environmental and Disposal Liabilities

Other Liabilities

L eases

Lifelnsurance Liabilities

Commitments and Contingencies

Earmarked Funds (Effective FY 2006)

9.1 Note 1 Significant Accounting Policies

Describe the reporting entity and identify its major components. Summarize the accounting
principles and methods of applying those principles that management has concluded are
appropriate for presenting fairly the entity's assets, liabilities, net cost of operations, changesin
net position, and budgetary resources. Disclosure of accounting policies should identify and
describe the accounting principles followed by the reporting entity and the methods of applying
those principles. In general, the disclosure should encompass important judgments as to the
valuation, recognition, and allocation of assets, liabilities, expenses, revenues and other financing
sources. Disclosures of accounting policies should not duplicate details presented el sewhere as
part of the notes to the financial statements. The summary of significant accounting policies
should include a description of changes in generally accepted accounting principles that impact
the financial statements, and an explanation of concepts, such as Fund Balance with Treasury
and Earmarked Funds that are unique to Federal financial statements.
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In addition, the summary of significant accounting policies should disclose any significant
changes in the composition of the reporting entity or significant changesin the manner in which
the reporting entity aggregates information for financial reporting purposes. These changes, in
effect, result in anew reporting entity, and their impact should be reported by restating the
financial statementsfor all prior periods presented in order to show the new reporting entity for
all periods presented, except for certain portions of earmarked funds, as described in paragraphs
20 and 26 of SFFAS 27.

9.2 Note2 Non-entity Assets

2XXX 2XXX
(CY) (PY)
Intragovernmental :
Fund balance with Treasury $ xxx $ xxx
Investments XXX XXX
Accounts receivable XXX XXX
Loansreceivable XXX XXX
Other XXX XXX
Total intragovernmental XXX XXX
Cash and other monetary assets XXX XXX
Accounts receivable XXX XXX
Taxesreceivable XXX XXX
L oans receivable and related foreclosed property XXX XXX
Inventory and related property XXX XXX
Other XXX XXX
Total non-entity assets X, XXX X, XXX
Total entity assets X XXX X XXX
Total assets $ X, XXX $ X XXX

Other information:

Disclose intragovernmental non-entity assets separately from other non-entity assets. Also
provide other information needed to understand the nature of non-entity assets.
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9.3 Note 3 Fund Balancewith Treasury

A. Fund Balances:

2XXX 2XXX
(CY) (PY)
(1) Trust Funds $  xxx $ XXX
(2) Revolving Funds XXX XXX
(3) Appropriated Funds XXX XXX
(4) Other Fund Types XXX XXX
Total $ X, XXX $ X, XXX
B. Status of Fund Balance with Treasury
2XXX 2XXX
(CY) (PY)
(1) Unobligated Balance
(a) Available XXX XXX
(b) Unavailable XXX XXX
(2) Obligated Balance not yet Disbursed XXX XXX
(3) Non-Budgetary FBWT XXX XXX
Total PXXXX $ X, XXX

C. Other information:

I nstructions.

A. Fund Balances. Thetotal of all undisbursed account balances with the U.S. Treasury, as
reflected in the entity’ s records and summarized by fund type. Line (4), other fund types,
should include balances in deposit accounts, such as for collections pending litigation,
awaiting determination of the proper accounting disposition, or being held by the entity in
the capacity of a banker or agent for others. If any of the balances under other fund types
are material, list them separately.

B. Status of Fund Balance. Thetota of the entity's fund balance with Treasury, as
reflected in the entity's general ledger and represented by unobligated and obligated
balances. Unaobligated balances shall be segregated to show available and unavailable
amounts. Certain unobligated balances may be restricted to future use and are not
apportioned for current use. Explain such restrictions. Include in (3) entity FBWT in
unavailable receipt accounts, clearing accounts, etc. that do not have budget authority and
non-entity FBWT recognized on the balance sheet.
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C. Other Information. Explain any discrepancies between fund balance with Treasury, as
reflected in the entity's general ledger, and the balance in the Treasury accounts. Disclose
any other information necessary for understanding the nature of the fund balances.

9.4 Note4 Cash and Other Monetary Assets

2XXX 2XXX

(CY) (PY)

A. Cash $ xXxx $ Xxx

B. Foreign Currency XXX XXX
C. Other Monetary Assets

(1) Gold XXX XXX

(2) Specia Drawing Rights XXX XXX

(3) U.S. Reservesin the International Monetary Fund XXX XXX

(4) Other XXX XXX

(5) Total Other Monetary Assets XXX XXX

D. Total Cash and Other Monetary Assets Exxxx B X XXX

E. Other information:

Instructions. Report the amount of Cash and Other Monetary Assets.

Cash. Thetotal of cash under the control of the reporting entity, which includes coin, paper
currency, purchased foreign currency, negotiable instruments, and amounts on deposit in banks
and other financial institutions. Cash available for agency use should include petty cash and cash
held in revolving funds which will not be transferred to the general fund.

Foreign Currency. Thetotal U.S. dollar equivalent of non-purchased foreign currencies held in
foreign currency fund accounts.

Other Monetary Assets. Thisamount represents other items, including gold, specia drawing
rights, and U.S. Reservesin the International Monetary Fund.

Total Cash and Other Monetary Assets. The sum of linesA, B, and C(5).

Other Information. Disclose as other information any restrictions on cash. Restricted cash
includes holdings which are unavailable for agency use (non-entity cash) and have not been
transferred to the general fund. Restricted cash aso includes cash held in escrow to pay property
taxes and insurance related to property associated with defaulted loans as well as other amounts
of legally restricted cash for specific purposes. Disclose any restrictions on the use or conversion
of cash denominated in foreign currencies, and the significant effects, if any, of changesin the
exchange rate on the entity’ sfinancial position that occur after the end of the reporting period but
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before the issuance of financial statements. Provide other information, as appropriate, such as
the valuation rate of gold.
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Exhibit 9A
Note5 Investments
------------- Amounts for 2xxx (CY) Balance Sheet Reporting----------
) @ ©) 4 ©) (6)
Unamortized
Amortization (Premium) Investments, Other Market Value
Cost Method Discount Net Adjustments Disclosure
A. Intragovernmental
Securities:
(1) Marketable XXX - XXX XXX XXX XXX
(2) Non-Marketable:
Par value XXX - XXX XXX XXX XXX
(3) Non-Marketable:
Market-Based XXX _ XXX XXX XXX XXX
Subtotal XXX n/a XXX XXX XXX XXX
(4) Interest Receivable XXX XXX
Total X, XXX X, XXX
B. Other Securities:
Q) XXX - XXX XXX XXX XXX
2 XXX - XXX XXX XXX XXX
©)] XXX _ XXX XXX XXX XXX
Subtotal XXX n/a XXX XXX XXX XXX
(4) Interest Receivable XXX XXX
Total X, XXX X, XXX
------------- Amounts for 2xxx Balance Sheet Reporting----------
) @ ©) 4 ©) (6)
Unamortized
Amortization (Premium) Investments, Other Market Value
Cost Method Discount Net Adjustments Disclosure
B. Intragovernmental
Securities:
(1) Marketable XXX - XXX XXX XXX XXX
(2) Non-Marketable:
Par vaue XXX . XXX XXX XXX XXX
(3) Non-Marketable:
Market-Based XXX - XXX XXX XXX XXX
Subtotal XXX n/a XXX XXX XXX XXX
(4) Interest Receivable XXX XXX
Total X, XXX X, XXX
B. Other Securities:
@ XXX . XXX XXX XXX XXX
2 XXX - XXX XXX XXX XXX
©) XXX _ XXX XXX XXX XXX
Subtotal XXX n/a XXX XXX XXX XXX
(4) Interest Accrued XXX XXX
Total X, XXX X, XXX
C. Other Information:
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Instructions. Columns 1 through 4 are for disclosing amounts to be recognized on the balance
sheet. Column 4 equals column 1 plus or minus column 3, column 5 includes any reduction in
value that is more than temporary and other adjustments, and column 6 equals column 4 minus
column 5. Securities are normally recognized at cost or amortized cost on the Balance Sheet.
However, market value is used for Balance Sheet purposes (except for pension and other
retirement plans) when (@) thereisintent to sell the securities prior to maturity and (b) thereisa
reduction in value that is more than temporary. Column 6 isto be used to disclose the market
value of al marketable securities and all non-marketable market-based securities.

A. I ntragover nmental Securities. Marketable Federal securities can be bought and sold on
the open market. Non-marketable par value Treasury securities are issued by the Bureau
of the Public Debt to Federal accounts and are purchased and redeemed at par exclusively
through Treasury's Federal Investment Branch. Non-marketable market-based Treasury
securities are also issued by the Bureau of Public Debt to Federal accounts. They are not
traded on any securities exchange but mirror the prices of particular Treasury securities
trading in the Government securities market.

B. Note on Investmentsfor Earmarked Funds (Effective FY 2006)
In accordance with SFFAS 27, Investments in Treasury securities for earmarked funds
should be accompanied by a note. Paragraph 27 of the standard explains issuesto be
addressed in the note. SFFAS 27, paragraph 28, Intra-governmental Investmentsin
Treasury Securities, provides an example of a note that addresses the requirements stated
in paragraph 27.

C. Other Information. Disclose any other information relative to understanding the nature
of reported investments, such as permanent impairments.

9.6 Note6 Accounts Receivable, Net

Present the gross receivabl es, the method used to estimate the allowance for uncollectible

accounts, and the net amount due. Do not include receivables related to direct or guaranteed

loans which are reported in Note 8.

9.7 Note7 TaxesReceivable, Net

Disclose the gross taxes receivable, allowance for uncollectible taxes receivable and net taxes
receivable. Also, disclose the method used to compute the allowance for uncollectible taxes.
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9.8 Note 8 Direct L oans and L oan Guar antees, Non-Feder al Borrowers

A. Direct Loan and L oan Guarantee Programs. Exhibit 9B

List the direct loan and/or |oan guarantee programs administered by the reporting entity:

)
)
©)

Sections B through O illustrate the required financial and statistical disclosures. These sections
provide an analysis of the reporting entities direct loans and loan guarantees including: loans
receivable, allowance for subsidy costs, liability for loan guarantees, foreclosed property,
modifications, reestimates, and administrative costs. Sections B through O must be
supplemented by narrative and discussions, which include the following topics: description of
the characteristics of the loan programs; events that have had a significant and measurable effect
on subsidy rates, subsidy expense and subsidy reestimates; nature of modifications; and the
number of and restrictions on foreclosed property.

The comparative disclosures required for this note are limited to those required by SFFAS Nos.
2,18, and 19.

Direct Loans

B. Direct Loans Obligated Prior to FY 1992:

B1. Direct Loans Obligated Prior to FY 1992 (Present Value Method):
) @) ©) 4) ©) (6)

Loans Present Value of Assets
Direct Loan Receivable, Interest Foreclosed Value Related to
Programs Gross Receivable Property Allowance Direct Loans, Net
Q) XXX XXX XXX -XXX XXX
(2 XXX XXX XXX XXX XXX
Total XXX XXX XXX XXX XXX

B2. Direct Loans Obligated Prior to FY 1992 (Allowance for L oss M ethod):

Loans Allowance Value of Assets
Direct Loan Receivable, Interest For Loan Foreclosed Related to
Programs Gross Receivable Losses Property Direct Loans, Net
Q) XXX XXX -XXX XXX XXX
(2 XXX XXX XXX XXX XXX
Total XXX XXX XXX XXX XXX
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C. Direct Loans Obligated After FY 1991.

OMB Circular A-136

(1) 2 € 4 (5 (6)
Loans Allowance for Value of Assets

Direct Loan Receivable, Interest Foreclosed Subsidy Cost Related to
Programs Gross Receivable Property (Present Value) Direct Loans

(0] XXX XXX XXX -XXX XXX

2 XXX XXX XXX -XXX XXX

Total XXX XXX XXX XXX XXX
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D. Total Amount of Direct L oans Disbursed (Post-1991):

Direct Loan

Programs Current Year Prior Year
o___ XXX XXX

(2 XXX XXX

Total XXX XXX

E. Subsidy Expensefor Direct L oans by Program and Component:

ELl Subsidy Expense for New Direct Loans Disbursed (Current reporting year):
(1) 2 ©) 4 ®) (6)
Direct Loan Interest Fees and Other
Programs Differential Defaults Collections Other Tota
(2) XXX XXX -XXX XXX XXX
2 XXX XXX XXX XXX XXX
Total XXX XXX XXX XXX XXX

Subsidy Expense for New Direct Loans Disbursed (Prior reporting year):

Direct Loan Interest Fees and Other
Programs Differential Defaults Collections Other Tota
(2) XXX XXX -XXX XXX XXX
) XXX XXX XXX XXX XXX
Total XXX XXX XXX XXX XXX
E2. M odifications and Reestimates (Current reporting year):
(1) 2 ©) (4 (5
Direct Loan Total Interest Rate Technical Total
Programs Modifications Reestimates Reestimates Reestimates
Q) XXX XXX XXX XXX
2 XXX XXX XXX XXX
Total XXX XXX XXX XXX

M odifications and Reestimates (Prior reporting year):

Direct Loan Total Interest Rate Technical Total

Programs Modifications Reestimates Reestimates Reestimates

Q) XXX XXX XXX XXX

) XXX XXX XXX XXX

Total XXX XXX XXX XXX
E3. Total Direct Loan Subsidy Expense:

Direct Loan

Programs Current Year Prior Year

Q) XXX XXX

2 XXX XXX

Total XXX XXX
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F. Subsidy Ratesfor Direct L oans by Program and Component:

Budget Subsidy Ratesfor Direct Loansfor the Current Year’s Cohorts:

Direct Loan Interest Fees and Other

Programs Differential Defaults Collections Other Total
(0] xX% xx% -XX% xx% xXx%
2 XXX XXX -XXX XXX XXX

G. Schedulefor Reconciling Subsidy Cost Allowance Balances

(Post-1991 Direct Loans) In millions  of
dollars
Beginning Balance, Changes, and Ending Balance FY 2xxx (CY) FY 2xxx (PY)
Beginning balance of the subsidy cost allowance $ $

Add: subsidy expense for direct loans disbursed during the reporting years by
component:

(a) Interest rate differential costs

(b) Default costs (net of recoveries)

(c) Fees and other collections

(d) Other subsidy costs

Total of the above subsidy expense components

Adjustments:

(a) Loan modifications

(b) Feesreceived

(c) Foreclosed property acquired

(d) Loans written off

(e) Subsidy allowance amortization

(f) Other

Ending balance of the subsidy cost allowance before reestimates

Add or subtract subsidy reestimates by component:

(a) Interest rate reestimate

(b) Technical/default reestimate

Total of the above reestimate components

Ending balance of the subsidy cost allowance
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Defaulted Guaranteed L oans

H. Defaulted Guaranteed L oans from Pre-1992 Guar antees:

H1. Defaulted Guaranteed L oans from Pre-1992 Guar antees (Present Value M ethod):

(1) 7 ©) @ ©) (6)
Value of Assets
Defaulted Related to
Guaranteed Defaulted
Loans Present Guaranteed
Loan Guarantee Receivable, Interest Foreclosed Vaue Loans
Programs Gross Receivable Property Allowance Receivable, Net
(0] XXX XXX XXX -XXX XXX
(2 XXX XXX XXX XXX XXX
Total XXX XXX XXX XXX XXX
H2. Defaulted Guaranteed L oans from Pre-1992 Guar antees (Allowance for L oss Method):
Value of Assets
Defaulted Related to
Guaranteed Defaulted
Loans Allowance Guaranteed
Loan Guarantee Receivable, Interest For Loan Foreclosed Loans
Programs Gross Receivable Losses Property Receivable, Net
(@h)] XXX XXX -XXX XXX XXX
(2 XXX XXX XXX XXX XXX
Total XXX XXX -XXX XXX XXX
|. Defaulted Guaranteed L oans from Post-1991 Guar antees:
(1) 2 ©) 4 (5 (6)
Value of Assets
Defaulted Allowance for Related to
Guaranteed Subsidy Defaulted
Loans Cost Guaranteed
Loan Guarantee Receivable, Interest Foreclosed (Present Loans
Programs Gross Receivable Property Vaue) Receivable, Net
(0] XXX XXX XXX -XXX XXX
2 XXX XXX XXX XXX XXX
Total XX XXX XXX XXX XXX

OMB Circular A-136




Form and Content of the PAR

Section 9 -- Notesto the Financial Statements (Part 1 of 2)

L oan Guarantees

J. Guaranteed L oans Outstanding:

J1.

J2.

J3.

Guaranteed L oans Outstanding:

(1) 2

Outstanding Principal
Loan Guarantee of Guaranteed Loans,
Programs Face Vaue
@ XXX
(2) XXX
Total XXX

New Guaranteed L oans Disbursed (Current reporting year):

Outstanding Principal

Loan Guarantee of Guaranteed Loans,
Programs Face Vaue

@ XXX

(2 XXX

Total XXX

New Guaranteed L oans Disbursed (Prior reporting year):
Outstanding Principal

Loan Guarantee of Guaranteed Loans,
Programs Face Vaue

@ XXX

(2 XXX

Total XXX

XXX
XXX

XXX
XXX

©)

Amount of Outstanding
Principal Guaranteed

XXX
XXX
XXX

Amount of Outstanding
Principal Guaranteed

=
x
X<

Amount of Outstanding
Principal Guaranteed

=
x
X<

K. Liability for Loan Guarantees:

K1

K2.

Total

Liability for Loan Guarantees (Present Value Method for pre-1992 guar antees):

4

Total

Liabilities
for Loan

Guarantees

XXX
X
X

x
x

<
<

Total
Liabilities
for Loan
Guarantees

XXX

(1) 2 3
Liabilitiesfor
Liabilitiesfor L oan Guarantees
Losses on Pre-1992 for Post-1991
Loan Guarantee Guarantees, Guarantees,
Programs Present Value Present Value
(0] XXX XXX
2 XXX XXX
Total XXX XXX
Liability for Loan Guarantees (Estimated Future Default Claimsfor pre-1992 guar antees):
Liabilitiesfor
Liabilitiesfor Loan Guarantees
Losses on Pre-1992 for Post-1991
Loan Guarantee Guarantees, Estimated Guarantees,
Programs Future Default Claims Present Value
Q) XXX XXX
2 XXX XXX

x
x
X<
X
x
X<

XXX
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L. Subsidy Expensefor L oan Guarantees by Program and Component:

L1 Subsidy Expense for New L oan Guarantees (Current reporting year):
(1) @) (©) 4 ®) (6)
Loan Guarantee  Interest Fees and Other
Programs Supplements Defaults Collections Other Total
@ XXX XXX -XXX XXX XXX
(2 XXX XXX XXX XXX XXX
Total XXX XXX XXX XXX XXX
Subsidy Expense for New L oan Guarantees (Prior reporting year):
Loan Guarantee  Interest Fees and Other
Programs Supplements Defaults Collections Other Total
(0] XXX XXX -XXX XXX XXX
(2 XXX XXX XXX XXX XXX
Total XXX XXX XXX XXX XXX

L2 M odifications and Reestimates (Current reporting year):
(1) 2 ©) 4 )
Loan Guarantee Total Interest Rate Technical Total
Programs Modifications Reestimates Reestimates Reestimates
@ XXX XXX XXX XXX
(2 XXX XXX XXX XXX
Total XXX XXX XXX XXX
M odifications and Reestimates (Prior reporting year):
Loan Guarantee Total Interest Rate Technical Total
Programs Modifications Reestimates Reestimates Reestimates
Q) XXX XXX XXX XXX
(2 XXX XXX XXX XXX
Total XXX XXX XXX XXX

L3. Total Loan Guarantee Subsidy Expense:
Loan Guarantee
Programs Current Y ear Prior Year
@ xxx XXX
2 XXX XXX
Total XXX XXX

M. Subsidy Ratesfor L oan Guarantees by Program and Component:

Budget Subsidy Ratesfor Loan Guaranteesfor the Current Year’'s Cohorts:
Loan Guarantee  Interest Fees and Other
Programs Supplements Defaults Collections Other Total
1) xx% xx% -XX% xx% xXx%
2 XXX XXX -XXX XXX XXX
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N. Schedulefor Reconciling L oan Guarantee Liability Balances
(Post-1991 L oan Guarantees)

In millions of dollars

Beginning Balance, Changes, and Ending Balance FY 2xxx (CY) FY 2xxx (PY)

Beginning balance of the loan guarantee liability $ $

Add: subsidy expense for guaranteed |oans disbursed during the reporting years
by component:

(a) Interest supplement costs

(b) Default costs (net of recoveries)

(c) Fees and other collections

(d) Other subsidy costs

Total of the above subsidy expense components

Adjustments:

(a) Loan guarantee modifications

(b) Feesreceived

(c) Interest supplements paid

(d) Foreclosed property and loans acquired

(e) Claim payments to lenders

(f) Interest accumulation on the liability balance

(g) Other

Ending balance of the loan guarantee liability before reestimates

Add or subtract subsidy reestimates by component:

(a) Interest rate reestimate

(b) Technical/default reestimate

Total of the above reestimate components

Ending balance of the loan guarantee liability
0. Administrative Expense:

Direct Loan Loan Guarantee
Programs Programs

Q) P$xx (N $xx
2 XXX 2 XXX
Total XXX Total XXX
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I nstructions.

A.

Direct Loan and L oan Guarantee Programs. ldentify the names of the direct |loan and
loan guarantee programs operated by the reporting entity. The Federa Credit Reform
Act of 1990 divides direct loans and loan guarantees into two groups: (a) Pre-1992 refers
to the direct loan obligations or loan guarantee commitments made prior to FY 1992 and
the resulting direct loans or loan guarantees, and (b) Post-1991 refers to the direct loan
obligations or loan guarantee commitments made after FY 1991 and the resulting direct
loans or loan guarantees. The definitions and explanations of terms and concepts in these
instructions can be supplemented by referring to OMB Circular No. A-11, Section 185,
and subsequent issuances of the corresponding Circulars. Additional guidance on
accounting and reporting requirements can be found in SFFAS Nos. 2, 18 and 19.

Section 506(a)(1) of the Federal Credit Reform Act exempts the credit activities of
certain agencies, such as FDIC and TVA. These agencies can report in accordance with
other requirements.

Agencies should disclose that direct |oan obligations and |oan guarantee commitments
made after FY 1991, and the resulting direct loans or |oan guarantees, are governed by
the Federal Credit Reform Act of 1990, as amended. SFFAS No. 2 provides that the
present value of the subsidy costs (which arises from interest rate differentials, interest
supplements, defaults (net of recoveries), fee offsets, and other cash flows) associated
with direct loans and loan guarantees be recognized as a cost in the year the direct or
guaranteed loan is disbursed. Direct loans are reported net of an allowance for subsidy at
present value, and loan guarantee liabilities are reported at present value.

Agencies should also disclose whether pre-1992 direct loans and loan guarantees are
reported on a present value basis or are reported under the allowance for loss method.
(Under the allowance for loss method, the nominal amount of the direct loansis reduced
by an allowance for uncollectible amounts, and the liability for loan guaranteesis the
amount the agency estimates will more likely than not require a future cash outflow to
pay default claims. Under the present value method, the nominal amount of direct loansis
reduced by an allowance equal to the difference between the nominal amount and the
present value of the expected net cash flows from the loans, and the liability for loan
guarantees is the present value of expected net cash outflows due to the loan guarantees.)
Depending on the reporting method selected by management for pre-1992 direct loans
and loan guarantees, agencies should choose the appropriate format from the alternatives
shown in sections B, H and K above. (Note: Agencies should follow either the net
present value method or the allowance for loss method, but not both. They may not
change from one method to the other without the advance approval of OMB.)
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Agencies should disclose that their loans receivable, net, or their value of assets related to
direct loans, is not the same as the proceeds that they would expect to receive from
selling their loans.

When the reporting entity has made payments on behalf of borrowers which should be
collected from the borrowers, the resulting receivables shall be reported in the same
column as loans receivable for either direct loans or defaulted guaranteed loans.
Receivables related to administrative costs of operating these programs shall be reported
as accounts receivable in Note 6 and not as credit program receivablesin this note.

Narrative and Discussion. Provide other information related to direct loan and loan
guarantee programs, as appropriate, including a description of the characteristics of the
loan programs, any commitments to guarantee, management's method for accruing
interest revenue and recording interest receivable, and management's policy for accruing
interest on non-performing loans.

Disclose adiscussion and explanation of events and changes in economic conditions,
other risk factors, legidation, credit policies, and subsidy estimation methodologies and
assumptions that have had a significant and measurable effect on subsidy rates, subsidy
expense, and subsidy reestimates. The discussion should also include events and changes
that have occurred and are more likely than not to have a significant impact but the
effects of which are not measurable at the reporting date. Changesin legislation or credit
policiesinclude, for example, changesin borrowers' eligibility, the levels of fees or
interest rates charged to borrowers, the maturity terms of loans, and the percentage of a
private loan that is guaranteed.

If modifications were made, explain the nature of the modifications, the discount rate
used in calculating the expense, and the basis for recognizing again or loss related to the
modification. Also, if appropriate, disclose that the subsidy expense resulting from
reestimates, that isincluded in the financial statements, but not reported in the budget
until the following year.

With respect to the foreclosed property reported in sections B, C, H and | the following
information should be disclosed:

e Changesfrom prior year's accounting methods, if any.
e Redtrictions on the use/disposal of the property.
e Number of properties held and average holding period by type or category.

e Number of properties for which foreclosure proceedings were in process at the end of the
period.
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B.

Direct Loans Obligated Prior to FY 1992. For each program with pre-1992 Direct
Loans, report Loans Receivable Gross and Interest Receivable in columns 2 and 3
respectively. If the present value method is used, report in column 4 the estimated net
realizable value of related foreclosed property and report in column 5 the present value
allowance. The sum of columns 2 through 4 less column 5 is reported as Value of Assets
Related to Direct Loans (column 6). If the allowance for loss method is used, report in
column 4 the allowance for loan losses and in column 5 the estimated net realizable
value of related foreclosed property. The sum of columns 2, 3, and 5 lesscolumn 4 is
reported as Value of Assets Related to Direct Loans (column 6).

Direct Loans Obligated After FY 1991. For each program with post-1991 Direct
Loans, report Loans Receivable, Gross, Interest Receivable and the estimated value of
related foreclosed property in columns 2, 3, and 4, respectively.

Foreclosed property associated with post-1991 direct and acquired defaulted guaranteed
loans shall be valued at the net present value of the projected cash flows associated with
the property. To practicably accomplish this requirement, foreclosed property may be
recorded at the estimated net realizable value at the time of foreclosure if the differences
are not material. A portion of the related allowance for subsidy account should apply to
the foreclosed property, but that amount need not be separately determined. Rather, the
allowance account is subtracted from the sum of the credit program assets to determine
the net present value of the assets. For additional guidance related to foreclosures, refer
to SFFAS No. 2 1 57-60 and SFFAS No. 3 1 79-91.

Report the related allowance for subsidy cost in column 5. Report the sum of columns 2
through 4 less column 5 as the Value of Assets Related to Direct Loans (column 6).

Total Amount of Direct Loans Disbursed. Report the total amount of direct loans
disbursed for the current reporting year and the prior reporting year for each program.

Subsidy Expense for Direct Loans by Program and Component. Disclose for each
program the total subsidy expense and its components, the subsidy expense for
modifications, and the total subsidy expense and its components for reestimates during
the current and prior reporting years.

E1l. Subsidy Expensefor New Direct Loans Disbursed: Disclose for each program the
total subsidy expense for new direct loans disbursed and its components. interest rate
differential costs, default costs (net of recoveries), fees and other collections, and other
costs. In column 2, disclose the present value of the amount of the subsidy expense
attributable to the interest rate differential between the interest rate charged to the
borrowers and the discount rate used to calcul ate the present value of the direct loans and
the subsidy costs; in column 3, the present value of the estimated defaults (net of
recoveries); in column 4, the present value of the estimated fees collected (offsetting
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expense); in column 5, the present value of other cash flows, including prepayments; and
in column 6, the total of columns 2 through 5.

E2. Direct Loan Modifications and Reestimates: In column 2, disclose the subsidy
expense for modifications of direct loans previously disbursed (whether pre-1992 or post-
1991). In columns 3 and 4, disclose reestimates of the subsidy expense for direct loans,
previously disbursed, by component (interest rate and technical/default); and in Column
5, the total of columns 3 and 4.

E3. Total Direct Loan Subsidy Expense: The total subsidy expense for the current and
prior year's direct loans, modifications, and reestimates.

F. Subsidy Ratesfor Direct Loans by Program and Component: Disclose for each
program the budget subsidy rates estimated for the cohorts of the current reporting year.
Also disclose the subsidy rate for the following components: interest rate differential
costs, default costs (net of recoveries), fees and other collections, and other costs,
estimated for direct loansin the current year’ s budget for the current year’s cohorts.
These rates should be consistent with the rates published in the Federal Credit
Supplement to the Budget of the U.S. Government. Each subsidy rateis the dollar
amount of the total subsidy or a subsidy component as a percentage of the direct loans
obligated in the cohort. Entities are encouraged to use trend data to display significant
fluctuationsin subsidy rates. Such trend data, if used, should be accompanied with
analysis to explain the underlying causes for the fluctuations.

The reporting entity should state the following in its disclosure:
The subsidy rates disclosed pertain only to the current year’s cohorts.
These rates cannot be applied to the direct loans disbursed during the
current reporting year to yield the subsidy expense. The subsidy expense
for new loans reported in the current year could result from disbursements
of loans from both current year cohorts and prior year(s) cohorts. The
subsidy expense reported in the current year also includes modifications
and re-estimates.

G. Schedule for Reconciling Subsidy Cost Allowance Balances for Post-1991 Dir ect
Loans. Display areconciliation between the beginning and ending balances of the
subsidy cost allowance for outstanding direct |oans reported in the entity's balance sheet.
The reconciliation is required for direct loans obligated on or after October 1, 1991, the
effective date of the Federa Credit Reform Act of 1990. Reporting entities are
encouraged but not required to display reconciliations for direct loans obligated prior to
October 1, 1991, in schedules separate from the direct |oans obligated after September
30, 1991. Schedulesfor pre-1992 direct loans would not have all the same reconciling
items as for post-1991 direct loans.
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H.

Defaulted Guaranteed L oans from Pre-1992 Guarantees. For each program with pre-
1992 L oan Guarantees, report gross receivables from defaulted guaranteed | oans assumed
for direct collection in column 2 and the related interest receivable in column 3. If the
present value method is used, report the estimated net realizable value of related
foreclosed property in column 4, and the present value allowance in column 5. The sum
of columns 2 through 4 less column 5 is reported as Value of Assets Related to Defaulted
Guaranteed Loans Receivable, Net (column 6). If the allowance for loss method is used,
report the allowance for loan losses in column 4 and the estimated net realizable value of
related foreclosed property in column 5. The sum of columns 2, 3 and 5 lesscolumn 4 is
reported as Vaue of Assets Related to Defaulted Guaranteed Loans Receivable, Net
(column 6).

Defaulted Guaranteed Loansfor Post-1991 Guar antees. For each program with post-
1991 L oan Guarantees, report gross receivables from defaulted guaranteed | oans assumed
for direct collection, related interest receivable, and the estimated value of related
foreclosed property in columns 2, 3, and 4, respectively. Report the related allowance for
subsidy cost in column 5. Report the sum of columns 2 through 4 less column 5 as the
Value of Assets Related to Defaulted Guaranteed Loans Receivable, Net (column 6). For
foreclosed property, see the instructions for section C.

The sum of the amounts reported in column 6 of sections B, C, H and | shall equal the
amount reported on the Balance Sheet as |oans receivables and related foreclosed
property, net.

Guaranteed L oans Outstanding. For each |oan guarantee program, report in column 2
the face value of outstanding principal of guaranteed loans disbursed by athird party. In
column 3, report the amount of this outstanding principal that is guaranteed. Also report
the amount of new guaranteed |oans disbursed for the current and prior reporting years.

Liability for Loan Guarantees. For each program with pre-1992 |oan guarantees, report
in column 2 the liability for losses. If the present value method is used to calculate the
liability, report in column 2 the present value of liabilities for losses on pre-1992 |oan
guarantees. If the estimated future default claims method is used, report in column 2 the
estimated future default claims. For each program with post-1991 loan guarantees, report
in column 3 the present value of the estimated net cash flows (outflows less inflows) to
be paid by the entity as aresult of the loan guarantees. Report the total of columns 2 and
3 astotal liabilities for loan guarantees (column 4).

Subsidy Expense for Loan Guarantees by Program and Component. Disclose for
each program the total subsidy expense and its components, the subsidy expense for
modifications, and the subsidy expense for reestimates during the current and prior
reporting years.
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L 1. Subsidy Expensefor New L oan Guarantees: Disclose for each program the total
subsidy expense for new loan guarantees (i.e., the loan guarantees on new guaranteed
loans) and its components:. interest supplement costs, default costs (net of recoveries),
fees and other collections, and other costs. Disclosein column 2, the present value of the
amount of the interest supplements; in column 3, the present value of the estimated
payments for defaults on loan guarantees (net of recoveries); in column 4, the present
value of the estimated fees collected (offsetting expense); in column 5, the present value
of other cash flows; and in column 6, the total of columns 2 through 5.

L 2. Loan Guarantee M odifications and Reestimates: Disclosein column 2, the
subsidy expense for modifications of loan guarantees in guaranteed loans previously
disbursed by athird party (whether pre-1992 or post-1991). Disclosein columns 3 and 4,
reestimates of the subsidy expense for |oan guarantees, previously committed, by
component (interest rate and technical/default); and in Column 5, the total of columns 3
and 4.

L3. Total Loan Guarantee Subsidy Expense: The total subsidy expense for the current
and prior year's loan guarantees, modifications, and reestimates.

M. Subsidy Ratesfor L oan Guarantees by Program and Component: Disclose for each
program the subsidy rates for the following components: interest supplement costs,
default costs (net of recoveries), fees and other collections, and other costs, estimated for
loan guarantees in the current year’ s budget for the current year’s cohorts. These rates
should be consistent with the rates published in the Budget of the U.S. Government.

Each subsidy rate is the dollar amount of the total subsidy or a subsidy component as a
percentage of the guaranteed loans obligated in the cohort. Entities may use trend data to
display significant fluctuations in subsidy rates. Such trend data, if used, should be
accompanied with analysis to explain the underlying causes for the fluctuations.

The reporting entity should state the following in its disclosure:
The subsidy rates disclosed pertain only to the current year’ s cohorts.
These rates cannot be applied to the guarantees of |oans disbursed during
the current reporting year to yield the subsidy expense. The subsidy
expense for new loan guarantees reported in the current year could result
from disbursements of loans from both current year cohorts and prior
year(s) cohorts. The subsidy expense reported in the current year also
includes modifications and reestimates.

N. Schedule for Reconciling L oan Guarantee Liability Balancesfor Post-1991
L oan Guarantees. Display areconciliation between the beginning and ending
balances of the liability for outstanding loan guarantees reported in the entity's
balance sheet. The reconciliation is required for loan guarantees committed on or
after October 1, 1991, the effective date of the Federal Credit Reform Act of
1990. Reporting entities are encouraged but not required to display reconciliations
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for loan guarantees committed prior to October 1, 1991, in schedul es separate
from the loan guarantees committed after September 30, 1991. Schedulesfor pre-
1992 |oan guarantees would not have all the same reconciling items as for post-
1991 loan guarantees.

O. Administrative Expense. Report the portions of salaries and other administrative
expenses that have been accounted for in support of the direct loan programs and loan
guarantee programs. Report the expenses for the individual programs, if material.

9.9 Note9 Inventory and Related Property, Net

The following describes the information that shall be disclosed for each category of inventory
and related property. Seized and forfeited property that cannot be sold due to legal restrictions,
but which may be either donated or destroyed, shall be subject to the disclosure requirements
described below. However, no financial value shall be recognized for these items.

Inventories
e General composition of inventory.

e Basisfor determining inventory values, including the valuation method and any cost
flow assumptions.

e Changesfrom prior year's accounting methods, if any.

e Balancesfor each of the following categories of inventory: (1) inventory held for
current sale, (2) inventory held in reserve for future sale, (3) excess, obsolete, and
unserviceable inventory, and (4) inventory held for repair, unless otherwise
presented on the financial statements.

e Thedifference between the carrying amount of the inventory before identification as
excess, obsolete, or unserviceable inventory, and its expected net realizable value.

e Redtriction on the sale of inventory.

e Thedecision criteriafor identifying the category to which inventory is assigned.

Changes in the criteria for identifying the category to which inventory is assigned.

Operating materials and supplies
e General composition of operating materials and supplies.

e Basisfor determining operating materials and supplies values, including the
valuation method and any cost flow assumptions.
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Changes from prior year's accounting methods, if any.

Balances for each of the following categories of operating materials and supplies:
(1) items held for use, (2) items held in reserve for future use, and (3) excess,
obsolete and unserviceable items.

The difference between the carrying amount of the operating materials and supplies
before identification as excess, obsolete or unserviceable and their estimated net
realizable value.

Restriction on the use of operating materials and supplies.

The decision criteria for identifying the category to which operating materials and
supplies are assigned.

Changes in the criteriafor identifying the category to which operating materials and
supplies are assigned.

Stockpile materials

General composition of stockpile materials.

Basis for valuing stockpile materials, including valuation method and any cost flow
assumptions.

Changes from prior year's accounting methods, if any.
Restriction on the use of material.

Balances of stockpile materialsin each of the following categories: (1) stockpile
materials, and (2) stockpile materials held for sale.

Decision criteriafor categorizing stockpile materials as held for sale.

Changes in the criteriafor categorizing stockpile materials as held for sale.

Seized property

Explanation of what constitutes a seizure and a general description of the
composition of seized property.

Method(s) of valuing seized properties.

Changes from prior year's accounting methods, if any.
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Analysis of change in seized property, including the dollar value and number of
seized properties that are: (1) on hand at the beginning of the year, (2) seized during
the year, (3) disposed of during the year, and (4) on hand at the end of the year, as
well as known liens or other claims against the property. Thisinformation should
be presented by type of seized property and method of disposition where material.

For seized monetary instruments a liablility shall be reported in “Other Liabilities’
in an amount equal to the seized asset value.

Forfeited property

Composition of forfeited property.

Method(s) of valuing forfeited property.

Restrictions on the use or disposition of forfeited property.

Changes from prior year's accounting methods, if any.

Analysis of changein forfeited property, providing the dollar value and number of
forfeited properties that: (1) are on hand at the beginning of the year, (2) are made
during the year, (3) are disposed of during the year by method of disposition, and
(4) are on hand at the end of the year. Thisinformation should be presented by type
of property forfeited where material.

If available, an estimate of the value of property or funds to be distributed to
Federal, State and local agencies in future reporting periods.

Goods held under price support and stabilization programs

Basis for valuing the commodities, including the valuation method and any cost
flow assumptions.

Changes from prior year's accounting methods, if any.
Restrictions on the use, disposal, or sale of commodities.

Analysis of change in the dollar value and volume of commaodities, including those:
(1) on hand at the beginning of the year, (2) acquired during the year, (3) disposed
of during the year by method of disposition, (4) on hand at the end of the year, (5)
on hand at year's end and estimated to be donated or transferred during the coming
period, and (6) that may be received as aresult of collateral related to nonrecourse
loans outstanding. The analysis should also show the dollar value and volume of
purchase agreement commitments.
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9.10 Note 10 General Property, Plant and Equipment, Net
The major classes of general PP& E should be determined by the reporting entity. Examples of
major classes of general PP& E may include, but are not limited to, buildings and structures,
furniture and fixtures, equipment, vehicles, and land. The following are the minimum
disclosures required for each major class of general PP& E:

e Cost, associated accumulated depreciation, and book value.

e Estimated useful life.

o Method(s) of depreciation.

e Capitalization threshold(s), including any changes in threshold(s) during the period.

e Restrictions on the use or convertibility of general PP&E.
Recognition and measurement criteriafor general PP& E are in SFFAS No. 6, as amended by
SFFAS Nos. 11, 16 and 23. If adjustments are required to existing PP& E in the period that the

standards are implemented, in order to comply with the recognition and measurement criteria,
the adjustments should be made and disclosed by major class in accordance with the standard.
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9.11 Note1l Other Assets

2XXX 2XXX
(CY) (PY)
A. 1. Intragovernmental
D $ xxx $ xxx
2 XXX XXX
(©) XXX XXX
Total Intragovernmental XXX XXX
2. XXX XXX
3. XXX XXX
4. XXX XXX
Total Other Assets $ X, XXX $ X, xxx
B. Other information:
Instructions.
1 List and describe the major homogenous components of other assets.

2. Provide other information needed to understand the nature of other assets.

9.12 Note 12 LiabilitiesNot Covered by Budgetary Resour ces

2XXX 2XXX
(CY) (PY)
Intragovernmental :
Accounts payable $ xxx $ xxx
Debt XXX XXX
Other XXX XXX
Total intragovernmental XXX XXX
Accounts payable XXX XXX
Debt held by the public XXX XXX
Federal employee and veteran benefits XXX XXX
Environmental and disposal liabilities XXX XXX
Benefits due and payable XXX XXX
Other XXX XXX
Total liabilities not covered by budgetary resources $ X, XXX $ X, XXX

Other information:
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Disclose intragovernmental liabilities not covered by budgetary resources separately from other
liabilities not covered by budgetary resources. Provide other information needed to understand
the nature of liabilities not covered by budgetary resources. Liabilities not covered by budgetary
resources are liabilities for which Congressional action is needed before budgetary resources can
be provided. See section 3.4 for additional definitions of liabilities covered and not covered by
budgetary resources.

9.13 Note 13 Debt

Exhibit 9C
Note 13 Debt
2XXX 2XXX 2XXX
(PY) (PY) (CY)
Beginning Net Ending Net Ending
Balance Borrowing Balance Borrowing Balance
A. Treasury Debt:
(1) Intragovernmental $xx $xx $xx $ Xxx $ xxx
(2) Held by the Public XXX XXX XXX XXX XXX
(3) Total Treasury Debt XXX XXX XXX XXX XXX
B. Agency Debt:
(2) Intragovernmental XXX XXX XXX XXX XXX
(2) Held by the Public XXX XXX XXX XXX XXX
(3) Total Agency Debt XXX XXX XXX XXX XXX
C. Other Debt:
(1) Debt to the Treasury XXX XXX XXX XXX XXX
(2) Debt to the Federal
Financing Bank XXX XXX XXX XXX XXX
(3) Debt to Other Federal
Agencies XXX XXX XXX XXX XXX
(4) Total Other Debt XXX XXX XXX XXX XXX
D. Tota Debt X, XXX X, XXX X, XXX X, XXX X, XXX
E. Classification of Debt: 2XXX 2XXX
(CY) (PY)
Intragovernmental Debt X, XXX X, XXX
Debt held by the Public X, XXX X XXX
Total Debt X, XXX X XXXX
F. Other Information:

Instructions. All debt is classified as not covered by budgetary resources, except for (a)
direct loan and guaranteed |oan financing account debt to Treasury and (b) that portion of
other debt which is covered by budgetary resources at the balance sheet date. LinesA (1) and
(2), Treasury Debt, should be reported by the Treasury Department only and should
distinguish between debt held by government agencies and debt held by the public. Online
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B, enter the amounts of agency debt issued under special financing authorities (e.g., Federad
Housing Administration (FHA) debentures and Tennessee Valley Authority bonds). Report
separately agency debt held by government agencies and agency debt held by the public. On
line C, enter the amounts of debt owed to Federal agencies asfollows: on line C(1), debt
owed to the Treasury, which includes direct |oan and guaranteed |oan financing account debt
to Treasury as well as other debt owed to Treasury; on line C(2), debt owed to the Federal
Financing Bank; and on line C(3), debt owed to other Federal agencies. Net borrowing and
repayment is not to include amounts that result from refinancing.

Classification of Debt. Report asintragovernmental debt all debt owed to Treasury, the
Federal Financing Bank or other Federal agencies or accounts (line A(1), B(1), and C(4) ).
This amount shall equal the intragovernmental debt amount reported on the balance sheet.
Report all debt held by the public on lines A(2) and B(2). This amount shall equal debt held
by the public on the balance sheet.

Other Information. Provide the names of the agencies, other than Treasury or the Federal
Financing Bank, to which intragovernmental debt is owed and the amounts. Provide other
information relative to debt (for example, redemption or call of debts owed to the public
before maturity dates, write-offs of debts owed Treasury or the Federal Financing Bank, etc.).

9.14 Note 14 Federal Employee and Veteran Benefits

Entities that are responsible for administering pensions, other retirement benefits, and other
post-employment benefits should calculate and report these liabilities and related expensesin
accordance with SFFAS No. 5.

For entities that are responsible for administering pensions, other retirement benefits, and
other post-employment benefits, the following are the minimum disclosures required for
pensions and other retirement benefits:

e The assumptions used to calculate the liability. (In the case of a pension plan that uses
assumptions that differ from those used by the primary plans, the Civil Service
Retirement System (CSRS), the Federal Employees Retirement System (FERS), and
the Military Retirement System (MRS), the pension plan using the different
assumptions should disclose how and why the assumptions used differ from those of
the primary plans.)

e Separate disclosure of the individual components of expense for the period (the normal
cost, interest on the liability for the period, prior and past service cost from plan
amendments during the period, if any, any gains/losses due to a change in the medical
inflation rate assumption, and other actuarial gains or losses during the period, if any).
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9.15 Note 15 Environmental and Disposal Liabilities

Disclose environmental and disposal liabilities in accordance with SFFAS No. 5 and SFFAS
No. 6. For environmental hazards resulting from ongoing operations, include the: (1) sources
of cleanup requirements, (2) method for assigning estimated total cleanup costs to current
operating periods, (3) unrecognized portion of estimated total cleanup cost associated with
general PP&E, (4) material changesin total estimated cleanup costs due to changesin laws,
technology, or plans, and the portion of the change in estimate that relates to prior period
operations, and (5) nature of estimates and the disclosure of information regarding possible
changes due to inflation, deflation, technology, or applicable laws and regul ations.

Exhibit 9D
9.16 Note 16 Other Liabilities

2XXX
(CY)
Non-Current Current Total

A. 1. Intragovernmental
Q) $ xxx $ xxx $ xxx
2 XXX XXX XXX
(©) XXX XXX XXX
Total Intragovernmental XXX XXX XXX
2. XXX XXX XXX
3. XXX XXX XXX
4. XXX XXX XXX
Total Other Liabilities $ X, XXX $ X XXX $ X XXX
2XXX
(PY)
Non-Current Current Tota

B. 1. Intragovernmental
(1) $ xxx $ xxx $ xxx
2 XXX XXX XXX
©) XXX XXX XXX
Total Intragovernmental XXX XXX XXX
2. XXX XXX XXX
3. XXX XXX XXX
4. XXX XXX XXX
Total Other Liabilities $ X, XXX $ X, XXX $ X XXX

C. Other Information:
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Instructions.
e Other Liabilities. Include all liabilities not reported elsewhere. Separately
disclose the current portion of other liabilities.

e Other Information. Provide other information necessary for understanding
other liabilities.
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9.17 Note 17 L eases

Note 17 Leases
A. Entity asLessee:
Capital L eases: 2XXX 2XXX
(CY) (PY)
Summary of Assets Under Capital Lease:
Land and Buildings.........cccoeennenencnenenennen. XXX XXX
Machinery and Equipment............c.cccceeenee. XXX XXX
Other .. XXX XXX
Accumulated Amortization..........ccccceeeeeuennee. XXX XXX
Description of Lease Arrangements:
Future Payments Due:
Asset Category
Fiscal Year Q 2 3 Totals
Year 1 XXX XXX XXX XXX
Year 2 XXX XXX XXX XXX
Year 3 XXX XXX XXX XXX
Year 4 XXX XXX XXX XXX
Year 5 XXX XXX XXX XXX
After 5 Years XXX XXX XXX XXX
Total Future Lease Payments XXX XXX XXX XXX
Less: Imputed Interest XXX XXX XXX XXX
Less: Executory Costs (e.g., taxes)  xxx XXX XXX XXX
Net Capital Lease Liability X XXX X XXX X XXX X XXX
Lease liabilities covered by budgetary resources X, XXX
Lease liabilities not covered by budgetary resources X, XXX
Operating L eases.
Description of Lease Arrangements:
Future Payments Due:
Asset Category
Fiscal Year Q 2 3 Totals
Year 1 XXX XXX XXX XXX
Year 2 XXX XXX XXX XXX
Year 3 XXX XXX XXX XXX
Year 4 XXX XXX XXX XXX
Year 5 XXX XXX XXX XXX
After 5 Years XXX XXX XXX XXX
Total Future Lease Payments........... X XXX X XXX X XXX X XXX
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B. Entity as L essor:
Capital L eases:

Description of Lease Arrangements:

Future Projected Receipts:

C. Other Information:

Asset Category

Fiscal Year Q 2 3 Totals
Year 1 XXX XXX XXX XXX
Year 2 XXX XXX XXX XXX
Year 3 XXX XXX XXX XXX
Year 4 XXX XXX XXX XXX
Year 5 XXX XXX XXX XXX
After 5 Years XXX XXX XXX XXX

Total Future Capital

Lease Receivables................. X XXX X XXX X XXX X XXX
Operating L eases:
Description of Lease Arrangements:
Future Projected Receipts:

Asset Category

Fiscal Year @ 2 [€©)] Totals
Year 1 XXX XXX XXX XXX
Year 2 XXX XXX XXX XXX
Year 3 XXX XXX XXX XXX
Year 4 XXX XXX XXX XXX
Year 5 XXX XXX XXX XXX
After 5 Years XXX XXX XXX XXX

Total Future Operating

Lease Receivahles.........ccooeeuenee. X XXX X XXX X XXX X, XXX

Instructions. SFFAS Nos. 5 and 6 provide the criteriafor liability and asset recognition with

respect to capital leases.

A. Entity as L essee.

Summary of Assets Under Capital Lease: Enter the gross assets under capital lease,
by major asset category, and the related total accumulated amortization.

Description of Lease Arrangements. Provide information that discloses the agency's
funding commitments including, but not limited to, the major asset categories and
associated lease terms, including renewal options, escalation clauses, contingent
rentals restrictions imposed by |ease agreements, and the amortization period.
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Future Payments Due: Enter future lease payments, by major asset category, for all
noncancellable |eases with terms longer than one year.

For capital leases, show deductions for imputed interest and executory costs. Separately
disclose the portions of the capital lease liability covered by budgetary resources and not
covered by budgetary resources (see Appendix B of OMB Circular No. A-11 for
additional guidance but observe a difference in terminology: that the term capital leases
as used in this note includes capital |eases and |ease purchases as the terms are used in
OMB Circular No. A-11). According to the OMB Circular No. A-11, capital leases
entered into during FY 1992 and thereafter are required to be fully funded in the first year
of the lease.

B. Entity asLessor.
Description of Lease Arrangements. Provide the information necessary to disclose the
commitment of the entity's assets including but not limited to the major asset category
and lease terms.

Future Projected Receipts: Enter future |ease revenues, by major asset category, for all
noncancellable leases with terms longer than one year.

C. Other Information. Provide other information necessary for understanding leases that is
not disclosed in the above categories.

9.18 Note 18 LifelnsuranceLiabilities

Federal entities providing whole life insurance should provide al disclosures required by private
sector standards. They should also separately disclose all components of the liability for future
policy benefits with a description of each amount and an explanation of its projected use and any
other potential uses (e.g., reducing premiums, determining and declaring dividends available,
and/or reducing Federal support in the form of appropriations related to administrative costs or
subsidies). See SFFAS No. 5 for further guidance.

9.19 Note19 Commitmentsand Contingencies

A loss contingency is an existing condition, situation, or set of circumstances involving
uncertainty as to possible lossto an entity. The uncertainty should ultimately be resolved when
one or more future events occur or fail to occur. The likelihood that the future event or events
will confirm the loss or the incurrence of aliability can range from probable to remote. SFFAS
No. 5, as amended by SFFAS No.12, contains the criteria for recognition and disclosure of
contingent liabilities. In addition to the contingent liabilities required by SFFAS No. 5, the
following shall also be disclosed: (1) an estimate of obligations related to canceled
appropriations for which the reporting entity has a contractual commitment for payment and (2)
amounts for contractual arrangements which may require future financial obligations.
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9.20 Note 20 Earmarked Funds (Effective FY 2006)

Earmarked funds are financed by specifically identified revenues and are required by statute to
be used for designated activities or purposes, and must be accounted for separately from the
Government’s general revenues. See SFFAS 27, Identifying and Reporting Earmarked Funds
for the required criteriafor an earmarked fund.

SFFAS 27 requires disclosure of all earmarked funds for which the reporting entity has program
management responsibility. See the standard for information and details on disclosing
information on selected individual earmarked funds and for all remaining earmarked funds
shown in aggregate. Also, see SFFAS 27 for guidance on selecting earmarked funds to be
presented individually or in aggregate.

The following information should be disclosed for each individually reported earmarked fund, or
portion thereof, for which a component entity has program management responsibility.

e A description of each fund's purpose, how the entity accounts for and reports the fund,
and its authority to use those revenues and other financing sources.

e The sources of revenue or other financing for the period and an explanation of the extent
to which they are inflows of resources to the Government or the result of
intragovernmental flows.

e Any changein legislation during or subsequent to the reporting period and before the
issuance of the financial statements that significantly changes the purpose of the fund or
that redirects a material portion of the accumulated balance.

Thetotal cumulative results of operations of all earmarked funds shown in the note disclosure
should agree with the cumulative results of operations of earmarked funds shown on the face of
the component entity’ s Balance Sheet and the Statement of Changesin Net Position. SFFAS 27
contains specific guidance if more than one component entity is responsible for carrying out a
program financed with earmarked revenues and other financing sources. Also see SFFAS 27 for
restatement rules on an entity reporting a different portion of an earmarked fund than it reported
in prior years, or does not report an earmarked fund that it reported in the previous year, or does
report an earmarked fund that it did not report in the previous year. Refer to SFFAS 27 for
additional disclosure requirements.

OMB Circular A-136 96



Form and Content of the PAR Section 9 -- Notesto the Financial Statements (Part 2 of 2)

Section 9 - Notesto the Financial Statements (Part 2 of 2)
Table of Contents

Note Disclosures Related to the Satement of Net Cost

9.21 Note 21 Intragover nmental Costs and Exchange Revenue

9.22 Note 22 Suborganization Program Costs/Program Costs by Segment
9.23 Note 23 Cost of Stewardship PP& E

9.24 Note 24 Stewardship Assets Through Transfer, Donation or Devise
9.25 Note 25 Exchange Revenues

Note Disclosures Related to the Statement of Changes in Net Position
9.26 Note 26 Cleanup Cost Adjustments

Note Disclosures Related to the Statement of Budgetary Resources

9.27 Note 27 Apportionment Categories of ObligationsIncurred

9.28 Note 28 Available Borrowing/Contract Authority, End of Period

9.29 Note 29 Terms of Borrowing Authority Used

9.30 Note 30 Adjustmentsto Beginning Balance of Budgetary Resour ces
9.31 Note 31 Permanent Indefinite Appropriations

9.32 Note 32 Legal Arrangements Affecting Use of Unobligated Balances
9.33 Note 33 Explanation of Differences Between the Statement of Budgetary
Resour ces and the Budget of the United States Gover nment

9.34 Note 34 Undelivered ordersat the end of the period
9.35 Note 35 Contributed Capital

Note Disclosures Related to the Statement of Financing

9.36 Note 36 Explanation of Differences Between Liabilities Not Covered by
Budgetary Resour ces and Components Requiring or Generating
Resourcesin Future Periods

9.37 Note 37 Description of Transfersthat Appear asa Reconciling Item on the
Statement of Financing

Note Disclosures Related to the Statement of Custodial Activity
9.38 Note 38 Incidental Custodial Collections
9.39 Note 39 Nonexchange Revenues

Note Disclosures Not Related to a Specific Statement
9.40 Note 40 Dedicated Collections
9.41 Note41l Restatements

OMB Circular A-136



Form and Content of the PAR Section 9 -- Notesto the Financial Statements (Part 2 of 2)

9.21 Note 21 I ntragovernmental Costs and Exchange Revenue

Exhibit 9E Suborganization  Suborganization  Total Total
A B 2XXX 2XXX
(PY) (CY)
Program A
Intragovernmental costs
Public costs

Total Program A costs [agrees with SNC]
Intragovernmental earned revenue
Public earned revenue
Total Program A earned revenue [agrees with
SNC]
Program B
Intragovernmental costs
Total Program B costs [agrees with SNC]
Intragovernmental earned revenue
Total Program B earned revenue [agrees
with SNC]
Program C
Public costs
Total Program C costs [agrees with SNC]
Public Program C earned revenue
Total earned revenue [agrees with SNC]

I nstructions.

Disclose intragovernmental costs (exchange transactions made between two reporting entities
within the Federal government) separately from costs with the public (exchange transactions
made between the reporting entity and a non-Federal entity). Disclose intragovernmental
exchanges revenue (exchange transactions made between two reporting entities within the
Federal government) separately from exchange revenue with the public (exchange transactions
made between the reporting entity and a non-Federa entity).

Describe the definition criteria used for this classification, and include an explanation that makes
it clear to the reader that the intragovernmental expenses relate to the source of goods and
services purchased by the reporting entity, and not to the classification of related revenue. 1f
necessary, provide an example: “For ‘ exchange revenue with the public,’ the buyer of the goods
or servicesisanon-Federal entity. For ‘intragovernmental costs,” the buyer and seller are both
Federal entities. If aFederal entity purchases goods or services from another Federal entity and
sells them to the public, the exchange revenue would be classified as ‘with the public,” but the
related costs would be classified as ‘intragovernmental.” The purpose of this classification isto
enable the Federal government to provide consolidated financial statements, and not to match
public and intragovernmental revenue with costs that are incurred to produce public and
intragovernmental revenue.”
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9.22 Note 22 Subor ganization Program Costs/Program Costs by Segment

For some entities, the organizational structure and operations are so complex that supporting
schedules should be used to fully display their suborganizations' major programs and activities.
In addition, an agency's Statement of Net Cost may display highly aggregated program
information, and the programs may have clearly distinguishable segments. Information on the
net cost of the segments should be disclosed in the footnotes. Supporting schedules similar to the
illustration in Exhibit 9F should be included in the notes to the financial statements and present
detailed cost and revenue information supporting the summary information presented in the

Statement of Net Cost.

Exhibit 9F
9.22 Note 22 Suborganization Program Costs/Program Costs by Segment
Reporting Entity
Supporting Schedule by Suborganization
For the year ended September 30, 2xxx (CY)
(in dollars/thousands/millions)
Suborgani- Suborgani- Suborgani- Combined Intra-entity Consolidated
Zation A zation B zation C Tota Eliminations Total
Crosscutting Programs
Program A:
Gross Costs XXX -- XXX XXX XXX XXX
Less: Earned revenues - XX -- - XX - XX - XX XXX
Net program costs X, XXX -- X, XXX X, XXX X, XXX X, XXX
Other Programs
Program B: -- XXX -- XXX XXX XXX
Program C: -- XXX -- XXX XXX XXX
Program D: XXX XXX -- XXX XXX XXX
Program E: -- -- XXX XXX XXX XXX
Program F: -- -- XXX XXX XXX XXX
Other programs - - XXX XXX XXX XXX
Total Other Program Costs X, XXX X, XXX X, XXX X, XXX X, XXX X, XXX
Cost not assigned to programs XXX XXX XXX - XXX XXX
Less: Earned revenues not
Attributed to programs - XX - XX - - XX - XX -XX
Net Cost of Operations X, XXX X XXX X, XXX X XXX X, XXX X, XXX
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9.22 Note 22 Suborganization Program Costs/Program Costs by Segment (continued)

Reporting Entity
Supporting Schedule by Suborganization
For the year ended September 30, 2xxx
(in dollars/thousands/millions)

Suborgani- Suborgani- Suborgani- Combined Intra-entity Consolidated
Zation A zation B zation C Tota Eliminations Total
Crosscutting Programs
Program A:
Gross Costs XXX -- XXX XXX
Less. Earned revenues - XX - - XX - XX - XX XXX
Net program costs X, XXX -- X, XXX X, XXX X, XXX X, XXX
Other Programs
Program B: -- XXX -- XXX XXX XXX
Program C: - XXX -- XXX XXX XXX
Program D: XXX XXX -- XXX XXX XXX
Program E: -- -- XXX XXX XXX XXX
Program F: -- -- XXX XXX XXX XXX
Other programs - - XXX XXX XXX XXX
Total Other Program Costs X, XXX X, XXX X, XXX X, XXX X, XXX X, XXX
Cost not assigned to programs XXX XXX XXX - XXX XXX
Less: Earned revenues not
Attributed to programs - XX - XX - - XX - XX XX
Net Cost of Operations X, XXX X, XXX X, XXX X, XXX X, XXX X, XXX
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Note 9.23 Note 23 Cost of Stewardship PP& E

The cost of acquiring, constructing, improving, reconstructing, or renovating heritage assets
(other than multi-use heritage assets), and the cost of acquiring stewardship land and any costs to
prepare stewardship land for its intended use, shall be recognized as a cost in the Statement of
Net Cost in the period when it isincurred. These costs shall be separately reported on the face of
the Statement of Net Cost or disclosed in the footnotes, depending on the materiality of the
amounts and the need to distinguish such amounts from other costs relating to measures of
outputs or outcomes of the reporting entity (see SFFAS No. 8).

9.24 Note 24 Stewar dship Assets Acquired Through Transfer, Donation or Devise

If the cost of heritage assets and stewardship land transferred from other Federal entitiesis not
known, then the receiving entity shall disclose their fair value. Heritage assets and stewardship
land acquired through donation or devise shall not be recognized as a cost in calculating net cost,
but the fair value of the property shall be disclosed. If the fair value is not known or reasonably
estimable, information related to the type and quantity of assets received shall be disclosed (see
SFFAS Nos. 6 and 8).

9.25 Note 25 Exchange Revenues

Reporting entities that provide goods and services to the public or another government entity
should disclose specific information related to their pricing policies and any expected losses
under goods made to order. These disclosures are described in SFFAS No. 7.

Note Disclosure Related to the Statement of Changesin Net Position
9.26 Note 26 Cleanup Cost Adjustments

The cost for any cleanup cost liability recognized upon implementation of the standard requiring
such recognition shall be shown on the Statement of Changes in Net Position as a prior period
adjustment. The amountsinvolved shall be disclosed in a note, and to the extent possible,
amounts associated with current and prior periods should be identified. See SFFAS No. 6.

Note Disclosures Related to the Statement of Budgetary Resources
9.27 Note 27 Apportionment Categories of ObligationsIncurred

Disclose the amount of direct and reimbursable obligations incurred against amounts apportioned
under Category A, B and Exempt from apportionment. This disclosure shall agree with the
aggregate of the related information as reported on the agency’ s year-end SF 133s, Report on
Budget Execution and Budgetary Resources, and lines 8A and 8B in the Statement of Budgetary
Resources. Apportionment categories shall be determined in accordance with the guidance
provided in OMB Circular No. A-11, Preparation, Submission, and Execution of the Budget (as
amended)..
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9.28 Note 28 Available Borrowing/Contract Authority, End of Period
Disclose the amount of available borrowing and contract authority at the end of the period.
9.29 Note 29 Terms of Borrowing Authority Used

Disclose the repayment requirements, financing sources for repayment, and other terms of
borrowing authority used.

9.30 Note 30 Adjustmentsto Beginning Balance of Budgetary Resour ces

Disclose and explain the amounts adjusted, during the reporting period, of the budgetary
resources available at the beginning of the year.

9.31 Note 31 Permanent I ndefinite Appropriations
Disclose the existence, purpose, and availability of permanent indefinite appropriations.
9.32 Note 32 L egal Arrangements Affecting Use of Unobligated Balances

Disclose the information about legal arrangements affecting the use of unobligated balances of
budget authority, such astime limits, purpose, and obligation limitations. For example, the
portion of trust fund receipts collected in the current fiscal year that (1) exceed the amount
needed to pay benefits or other valid obligations and (2) the excess of receipts temporarily
precluded from obligation by law due to a benefit formula or other limitation. The receipts;
however, are assets of the trust fund and available for obligation as needed in the future.

9.33 Note 33 Explanation of Differences Between the Statement of Budgetary Resour ces
and the Budget of the United States Gover nment

|dentify and explain material differences between amounts reported in the Statement of
Budgetary Resources and the actual amounts reported in the Budget of the United States
Government as required by SFFAS No. 7. Agencies can find comparable information reported
in the SBR to the President’ s Budget (i.e., net outlays) in a Table entitled “ Federal Program by
Agency and Account” on the CD-ROM located in the pocket of the Analytical Perspective
Volume of the Budget of the United States Government. Differences, in and of themselves, may
or may not indicate areporting error. Legitimate reasons for differences could exist. For
example, expired unobligated balances are reported in the Statement of Budgetary Resources and
SF 133 but not in the Budget of the United States Government. This disclosure should be
provided when comparable line items differ between the President’ s Budget and the Statement of
Budgetary Resources.
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The reporting entity should disclose that the President’ s Budget with actual numbers for the
fiscal year has not yet been published, explain when it is expected to be published, and indicate
where it will be available.

9.34 Note 34 Undelivered ordersat the end of the period (Effective FY 2006)

Disclose the amount of budgetary resources obligated for undelivered orders at the end of the
period.

Beginning with FY 2006, the format of the SBR will change and the amount of undelivered
orders at the end of the period will no longer be reported on the face of the statement. Dueto the
change in the statement format, this note disclosure will be required to comply with SFFAS 7

paragraph 79 (a).

9.35 Note 35 Contributed Capital

The amount of any contributed capital received during the reporting period.
Note Disclosures Related to the Statement of Financing

9.36 Note 36 Explanation of Differences Between Liabilities Not Covered by Budgetary
Resour ces and Components Requiring or Generating Resour cesin Future Periods

|dentify and explain the relationship between amounts reported as Liabilities not covered by
budgetary resources on the Balance Sheet and amounts reported as Components requiring or
generating resources in future periods on the Statement of Financing.

9.37 Note 37 Description of Transfersthat Appear asa Reconciling Item on the Statement
of Financing

When budget authority and other resources are allocated to another agency or bureau (allocation
transfer of appropriation - see OMB Circular A-11, sections 20.4 (I) and 71.5), the following
guidance applies.

The parent (transferor of the appropriation) should report the activity in itsfinancial statements,
unless the allocation transfer is material to the child's (recipient of the transfer) financial
statements. |If the allocation transfer is material to the child's financial statements, the child
should report the activity relating to the allocation in all of itsfinancial statements, except the
Statement of Budgetary Resources. In this case, the parent should continue to report the
appropriation and the related budgetary activity in its Statement of Budgetary Resources. Itis
the responsibility of the parent to ensure that the reporting to Treasury, through FACTSI, is
consistent with the presentation in the financial statements.
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When the child reports material allocation transfersin its Statement of Net Cost, both the parent
and the child should report areconciling item on their respective Statements of Financing. In
their footnotes, the parent and child should provide a general description of the funds transferred
to or the funds received from another entity, including the nature and purpose of the transfer.
Agencies are encouraged to add more detail (e.g., their trading partner/agency, bureau, and
account title for each parent appropriation) as they deem necessary.

Note Disclosures Related to the Statement of Custodial Activity
9.38 Note 38 Incidental Custodial Collections

Organizations that collect immaterial custodial revenues that are incidental to their primary
mission may disclose the sources and amounts of the collections and the amounts distributed to
others in accompanying footnotes rather than on the face of the statement.

9.39 Note 39 Nonexchange Revenues

Entities preparing a statement of custodial activity for nonexchange revenue should disclose the:
(1) basis of accounting, (2) factors affecting the collectability and timing of taxes and other
nonexchange revenues, and (3) cash collections and refunds by tax year and type of tax for the
reporting period. These disclosures are described in SFFAS No. 7.

Note Disclosures Not Related to a Specific Statement
9.40 Note 40 Dedicated Collections

Effective FY 2006, for funds meeting the definition of earmarked funds (see SFFAS 27,
paragraphs 11-18), follow the instructions for new Note 20 instead of this note.

Effective FY 2006, the following instructions apply only to dedicated collections that do not
meet the definition of earmarked funds.

A reporting entity may be responsible for funds financed with dedicated collections that are held
for later use to accomplish the fund's purpose. Such fundsinclude all funds within the Budget
classified as "trust funds,” those funds within the budget that are classified as "special funds" but
that are similar in nature to trust funds, and those funds within and outside the budget that are
fiduciary in nature.

Financial information about dedicated collections (i.e., collections material to the reporting
entity, beneficiaries, or contributors) should be separately presented on the face of the principal
statements or disclosed in the notes to those statements. Immaterial amounts may be presented
separately in special reports to the beneficiaries and contributors. Most dedicated collections are
included in the financial statements of the entity carrying out the program and responsible for
administration of the fund. The minimum requirements to be reported or disclosed include the
following:
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e A description of each fund’s purpose, how the administrative entity accounts for and
reports the fund, and its authority to use those collections.

e The sources of revenue or other financing for the period and an explanation of the extent
to which they are inflows of resources to the government or the result of
intragovernmental flows.

e Condensed information about assets and liabilities showing investmentsin Treasury
securities, other assets, liabilities due and payable to beneficiaries, other liabilities, and
fund balance.

e Condensed information on net cost and changes to fund balance showing revenues by
type (exchange/nonexchange), program expenses, other expenses, other financing
sources, and other changes in fund balance.

e Any revenues, other financing sources, or costs attributable to the fund under accounting
standards, but not legally alowable as credits or charges to the fund. Preparers are
encouraged to refer to SFFAS No. 7 paragraphs 83-87 for further guidance on the
reporting and disclosure requirements for dedicated collections. Effective FY 2006,
preparersshould refer to SFFAS 27 for reporting and disclosur e requirements for
funds meeting the definition of earmarked funds.

9.41 Note 41 Restatements

Agencies shall provide information to address the restatement of financial statements due to
material errorsin aseparate note entitled “ Restatements’. The following information should be
addressed in the note: the nature of the error and the reason for the restatement, the year (s) being
restated, which financial statements are impacted, the amounts being restated, and the effect of
the restatement on the financial statements as awhole (i.e., change in overall net position, change
in audit opinion, etc.). In addition, agencies should further discuss the actions management took
after discovering the error.
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Section 10 - Required Supplementary Stewar dship Information
Table of Contents

10.1 General
10.2 Stewardship Property, Plant and Equipment

10.2A Heritage Assets

10.2B Stewardship Land

10.2.C Summary of Minimum Reporting Requirements
10.3 Stewardship Investments

10.3A Non-Federal Physical Property

10.3B Human Capital

10.3C Research and Development

10.3D Summary of Minimum Reporting Requirements
10.4 Stewardship Responsibilities

10.4A Social Insurance

10.1 General®

The stewardship objective of Federal financial reporting requires the Federal Government to
report on its stewardship over certain resources entrusted to it and certain responsibilities
assumed by it that cannot be measured in traditional financia reports. These resources and
responsibilities do not meet the criteria for assets and liabilities that are required to be reported in
the financial statements but are important to understanding the operations and financia condition
of the Federal Government at the date of the financial statements and in subsequent periods.

Stewardship resources involve substantial investment by the Federal Government for the benefit
of the Nation. Costs of stewardship-type resources are treated as expenses in the financial
statements in the year the costs are incurred. However, these costs and resultant resources are
intended to provide long-term benefits to the public and are included as required supplementary
stewardship reporting to highlight for the user their long-term-benefit nature and to demonstrate
accountability over them. Depending on the nature of the resources, stewardship reporting could
consist of financial or non-financial data.

To achieve the objectives of required supplementary stewardship information (RSSI) reporting,
resources and responsibilities for which the Federal Government is accountable have been

® The Board eliminated the use of RSS! to report information about weapons systems when it issued SFFAS 23,

“ Eliminating the Category National Defense Property, Plant, and Equipment.” Additionally, SFFAS 25,
Reclassification of Stewardship Responsibilities and Eliminating the Current Services Assessment, eliminated the
use of RSSI for reporting stewardship responsibilities. Classification of other items of information currently
designated RSSI may be dealt with in one or more future standards.
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categorized into three distinct groups and measures of accountability established for each. The
three major groups are as follows:

e Stewardship Property, Plant and Equipment (PP&E)
e Stewardship Investments
e Stewardship Responsibilities

Reporting requirements for financial and non-financial data have been defined so that the unique
characteristics of stewardship can be displayed. Entities should make the determination of how
best to apply the stewardship standards based on a thorough analysis of their individual entity,
including its mission, financial practices, and the impact of its mission and operations on
financial report users and on the Nation. All entity determinations of the applicability of
stewardship standards should be thoroughly documented.

Information on stewardship definitions, measurement, minimum reporting and implementation
guidance can be found in SFFAS Nos. 5, 6, 8, 11, 14, 16, and 17.

10.2 Stewardship Property, Plant and Equipment

Stewardship PP& E consists of assets whose physical properties resemble those of general PP& E
that are traditionally capitalized in financial statements. However, due to the nature of these
assets, (1) valuation would be difficult and (2) matching costs with specific periods would not be
meaningful. Y et, the Federal Government should be able to demonstrate accountability over
these assets by reporting on their existence and condition. Stewardship PP& E includes:

e Heritage assets, such as Federal monuments and memorials and historically or culturally
significant property.

e Stewardship land, e.g., land not acquired for or in connection with general PP&E.
10.2A Heritage Assets

Heritage assets are unique and are generally expected to be preserved indefinitely. Heritage
assets may be unique because they have historical or natural significance, are of cultural,
educational or artistic importance, or have significant architectural characteristics. These assets
shall be reported in terms of physical units rather than cost, fair value, or other monetary values.
No amount shall be shown on the balance sheet of Federal financial statements for heritage
assets, except for multi-use heritage assets in which the predominant use of the asset isin genera
government operations. The costs of acquisition, betterment, or reconstruction of multi-use
heritage assets shall be capitalized as general PP& E and depreciated, with required
supplementary stewardship information providing the physical quantity information for the
multi-use heritage assets. The costs of acquiring, constructing, improving, reconstructing, or
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renovating heritage assets, other than multi-use, shall be considered an expense in the period
incurred when determining the net cost of operations.

10.2B Stewardship Land

Stewardship land island [and land rights] not acquired for or in connection with items of general
PP&E. Land isdefined as the solid surface of the earth, excluding natural resources. These
assets shall be reported in terms of physical units rather than cost, fair value, or other monetary
values. No asset amount shall be shown on the balance sheet of Federal financia statements for
stewardship land. The acquisition cost of stewardship land shall be considered an expense in the
period acquired when determining the net cost of operations.

10.2C Summary of Minimum Stewar dship Reporting Requirements

The following table summarizes the minimum stewardship reporting required for heritage assets,
and stewardship land.

INFORMATION HERITAGE ASSETS | STEWARDSHIP LAND

REPORTED
1. Description of Describe each major Describe, by principal
Assets category: organization, significant

1. Collectible holdings by category of

2. Noncollectible major use.
2. Description of Describe methods of Describe methods of
acquisitions and acquisition and acquisition and withdrawal.
withdrawals withdrawal .

3. Accounting for Account for physical Account for physical units

physical items or units by major by major category:
dollars category:
Beginning Balance
Beginning Balance Additions
Additions Withdrawals
Withdrawals Ending Balance
Ending Balance
4. Condition Describe overall Describe overall condition.
description’ condition. ®

" See SFFAS 6, paragraph 78 (footnote 58) for guidance on Management’ s authority in determining the level of
condition.

& Condition information may be reported with the deferred maintenance information in RSI. Entities should
reference the condition and deferred maintenance information if reported elsewhere in the report.
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5. Deferred Reference information | Reference information on

Maintenance on deferred deferred maintenance
maintenance included | included elsewhere in the
elsewherein the report, if required.

report, if required.

6. Presentation of Reference principal Not applicable.

financia statements for

information financia information
on multi-use heritage
assets.

10.3 Stewardship Investments

Stewardship investments are substantial investments made by the Federal Government for the
benefit of the nation but are not physical assets owned by the Federal Government. When
incurred, they are treated as expenses in determining the net cost of operations. However, these
items merit special treatment so that users of Federal financial reports know the extent of
investments that are made for long-term benefit. Such investments should be measured in terms
of expensesincurred for: (1) federally-financed but not federally-owned physical property (Non-
federal Physical Property); (2) certain education and training programs (Human Capital); and (3)
federally-financed research and development (Research and Development).

10.3A Non-Federal Physical Property

Non-Federal physical property investments are expenses included in the calculation of net cost
incurred by the reporting entity for the purchase, construction or major renovation of physical
property owned by state and local governments. Reporting will include data, in nominal dollars,
on investment for the year being reported upon and the preceding four years. Additional years
data may also be reported if such data would provide a better indication of the nature of the
investment.

10.3B Human Capital

Human capital investments are expenses included in net cost for education and training programs
that are intended to: (1) increase or maintain national economic productive capacity, and that (2)
produce outputs and outcomes that provide evidence of maintaining or increasing national
productive capacity. The definition excludes education and training expenses for Federal

civilian and military personnel. Reporting will include data, in nominal dollars, on investment
for the year being reported upon and the preceding four years. Additional years' data may also
be reported if such data would provide a better indication of the investment.
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Continued categorization of human capital expenses as investment for stewardship purposesis
predicated on demonstrated outputs and outcomes consistent with the intent of the program.
SFFAS No. 8 describes the criteriawhich shall be met for these expenses to continue to be
categorized as stewardship investments. Outcome and output measures that are used to justify
continued treatment of expenses as stewardship investments should be clearly identified in the
agency's financia statement, and the relationship of the outcomes and outputs to the stewardship
investments should be readily apparent.

10.3C Resear ch and Development

Research and devel opment investments are expenses included in the calculation of net costs to
support the search for new or refined knowledge and ideas and for the application or use of such
knowledge and ideas for the development of new or improved products and processes, with the
expectation of maintaining or increasing national economic productive capacity or yielding other
future benefits. Reporting will include data, in nominal dollars, on investment for the year being
reported upon and the preceding four years. Additional years data may also be reported if such
data would provide a better indication of the investment.

Continued categorization of research and devel opment expenses as investment for stewardship
purposes is predicated on demonstrated outputs and outcomes consistent with the intent of the
program. SFFAS No. 8 describes the criteria which shall be met for these expenses to continue
to be categorized as stewardship investments. Outcome and output measures that are used to
justify continued treatment of expenses as stewardship investments should be clearly identified
in the agency's financial statement, and the relationship of the outcomes and outputs to the
stewardship investments should be readily apparent.
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10.3D Summary of Minimum Reporting Requirements

The following table summarizes the minimum reporting required for non-Federal property,
human capital, and research and devel opment.

governments, and the
preceding 4 years.
Report additional years
of dataif it providesa
better indication

of investment.

additional years of
dataif it provides

a better indication
of investment.

INFORMATIO | NON-FEDERAL HUMAN RESEARCH AND
N REPORTED PROPERTY CAPITAL DEVELOPMENT
1. Annual Include full cost of the | Include full cost of | Include full cost of the
investment by investment made for the | the investment investment made for
category or current year, including | made for the The current year and
level* description of Federa current year and The preceding 4 years.
property transferredto | the preceding 4 Report additional
state and local years. Report years of dataif it

provides a better
indication of
investment.

2. Description of
major programs

Describe magjor
programs involving
Federal investments,
including description of
programs or policies
under which

non-cash assets are
transferred to state and
local governments.

Describe magjor
education and
training programs
considered Federal
investments.

Describe magjor
research and
development
programs.

* |n some cases, the information is not available because entities have maintained records on the
basis of outlays rather than expenses. Agenciesin this situation should continue to report
historical dataon an outlay basis for any yearsin which reporting is required and for which
expense datais not available. If neither historical expense nor outlay data are available for each
of the five years, entities need report expense datafor only the current reporting year and such
other years as available. At the end of five years, however, the agency will be able to report the
expenses, to be categorized as investments, for each of the preceding five years.
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10.4 Stewar dship Responsibilities®

Reporting on stewardship responsibilities aids in assessing the Federal Government’ s financial
condition and the sufficiency of future budgetary resources to sustain public services and meet
obligations as they become due. Stewardship responsibilities at the entity-level have been
identified, and reporting requirements are addressed below, for Social insurance.

Supplementary stewardship information for social insurance programsisto be reported to
address fundamental questions about the current and future financial condition of these
programs. These fundamental questions include whether the programs are sustainable as
currently constructed and what effect these programs have on the overall financial condition of
the government. Information required to be disclosed for socia insurance programs is intended
to facilitate an assessment of the long-term sustainability of the program as well as the ability of
the program to raise resources from future program participants to pay for benefits to present
participants.

Disclosure requirements for social insurance programs are discussed in summary below.
Financial statement preparers and auditors should refer to SFFAS No. 17 for amore detailed
discussion.

Programs defined as social insurance consist of:

e Old-Age, Survivors, and Disability Insurance (OASDI or Social Security);

e Hosgpital Insurance (HI) and Supplementary Medical Insurance (SM1), collectively
known as Medicare;

e Railroad Retirement benefits;

e Black Lung benefits; and

e Unemployment Insurance (Ul).

The RSS! information provided for each of these programs should include the following
financial and actuarial disclosures:

e Long-range cashflow projections

e Long-range projections of the ratio of contributors to beneficiaries (dependency ratio)

® Under SFFAS 25 Reclassification of Sewardship Responsibilities and Eliminating the Current Services
Assessment, as amended by SFFAS 26, Presentation of Significant Assumptions for the Statement of Social
Insurance, the Statement of Social Insurance (SOSI), including accompanying notes and significant assumptions will
become basic information, while the remaining information about Social Insurance required by SFFAS 17 will be
reported as RS|. SFFAS 28 defers for one year the effective dates of SSFAS 25 and SFFAS 26. The provisions of
this standard will be effective for periods beginning after September 30, 2005.
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e Actuarial present value of future benefits, and future contributions and tax income
for/from current and future beneficiaries

e Sensitivity analysisillustrating the effect of the changes in the most significant
assumptions on the projections and present values

e State-by-state solvency analysis for the Ul program

The actuaria present value of future benefit payments, contributions and tax income for current
and future participants should be summarized in a Statement of Social Insurance. The Statement
of Socia Insurance should cover afive-year period beginning with the current period covered in
the financial statements. Financial and actuarial disclosures should be accompanied by a
narrative describing the program, how it is financed, how benefits are calculated, and an
interpretive analysis of trends revealed by the data. Management may provide any additional
information pertaining to the financial conditions of its program that it believes may be useful
and appropriate. Additional information on definitions, measurement, minimum reporting and

implementation guidance, as well as illustrative disclosure formats, can be found in SFFAS No.
17.
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Section 11 - Required Supplementary Information
Table of Contents

11.1 Management’s Discussion & Analysis
11.1A Purpose
11.1B Responsibility
11.1C Scope
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11.1E Performance Goals, Objectives, and Results
11.1F Analysisof Entity’sFinancial Statementsand Stewardship I nformation
11.1G Analysisof Entity’s Systems, Controls and L egal Compliance
11.1H Possible Future Effects of Existing Events and Conditions
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11.2 Deferred Maintenance
11.3 Intragover nmental Amounts
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11.5 Statement of Custodial Activity
11.6 Segment Information
11.7 Risk Assumed I nformation

11.1 Management(s Discussion & Analysis

Annual Performance and Accountability Reports (PAR) must contain a section entitled
Management’ s Discussion and Analysis (MD&A). The MD&A is Section 1 of the PAR and
should follow the entity head letter (Secretary’s message). To be useful, the MD& A must be
concise and readable to a non-technical audience. Not al material itemsin the basic statements,
notes and other sections of the annual financial report need to be discussed in MD&A.

11.1A Purpose

The MD&A should serve as a brief overview of the entire PAR. It includes most important
matters that could:

e lead to significant actions or proposals by top management of the reporting unit;

e besignificant to the managing, budgeting, and oversight functions of Congress and the
Administration; or

e gignificantly affect the judgment of citizens about the efficiency and effectiveness of their
Federal Government.

Furthermore, conformance to U.S. generally accepted accounting principles for Federal entities
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requires the inclusion of an MD& A of the financial statements and related information.
11.1B Responsibility

The content of MD& A is the responsibility of management. Its preparation should be a joint
effort of both the Chief Financial Officer (CFO) office and program offices. The MD& A should
provide a balanced analytical assessment of performance that includes both positive and negative
information.

11.1C Scope

The MD&A isan integral part of the annual financia statement and should be regarded as
required supplementary information (RSl). The following summarizes the requirements for the
MD&A as stated in SFFAC No. 3 and SFFAS No. 15.

Pursuant to SFFAS No. 15, the MD& A may reference information in other discrete sections of
the financial statement or it may be based on information contained in reports

separate from the financial statement. At aminimum, the MD& A should address the entity’s:
mission and organizational structure;

performance goals, objectives, and results;

financial statements;

systems, controls, and legal compliance; and

The MD&A should also include forward-looking information about the possible effects of
anticipated future demands, events, conditions, and trends. Management should discuss
important problems that need to be addressed, and actions that have been planned or taken to
address those problems. Actions needed, planned, and taken may be discussed within the
sections listed above or in a separate section of the MD&A.

11.1D Mission and Organizational Structure

The MD&A should contain a brief description of the mission(s) of the entity and describe its
related organizational structure, consistent with the entity's strategic plan.

11.1E Performance Goals, Objectives, and Results

This section should summarize the more detailed performance information reported in the
Performance Section of the PAR. The MD& A should include (in no specific order):
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Highlights of “most important” performance goals and results (positive and negative) for
the applicable year related to and consistent with major goals and objectivesin the
entity’ s strategic and performance plans, including trend data where available (this
applies to goals being evaluated by quantitative and descriptive criteria). These
highlights should:

o

Provide a clear, objective picture of the entity’s program results compared to its
goals and objectives.

Indicate the extent to which its programs are achieving their intended goals and
objectives, and explain performance trends.

Discuss the strategies and resources the entity usesto achieve its performance
goals.

Evaluate the significance of underlying factors that may have affected the
reported performance. These may include information about factors that are
substantially outside the entity’ s control as well asinformation about factors over
which the entity has significant control; and

Include an explanation of plans and timelines to improve performance where
targets were not met.

A summary of the procedures management has designed and followed to provide
reasonabl e assurance that reported performance information is relevant and reliable;

A discussion of important limitations and difficulties associated with performance
measurement and reporting should be noted to the extent relevant.

Entities are encouraged to describe in the PAR how they are currently integrating performance
and financial information to help the reader assess the relative efficiency and effectiveness of
entity programs/operations. Efficiency is measured by relating outputs (the quantity of services
provided) to inputs (the costs incurred to provide the services). Effectivenessis measured by the
outcome or the degree to which a predetermined objective is met, and is commonly combined
with cost information to show “cost effectiveness.” Entities should strive to articul ate efficiency
and effectiveness by devel oping and reporting objective measures that, to the extent possible,
address efficiency and effectiveness, and by relating major goals and objectives in their strategic
plan to cost categories (i.e., responsibility segments) presented in the Statement of Net Cost.
Further, entities should include a strategic vision for enhancing the integration of financial and
performance information in future PARS.

11.1F Analysisof the Entity’s Financial Statementsand Stewar dship Information

The MD&A should help users understand the entity’ s financia results, position and condition
conveyed in the principal financia statements. The MD& A should include comparisons of the
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current year to the prior year and should provide an analysis of the agency's overall financial
position and results of operations to assist users in assessing whether that financial position has
improved or deteriorated as aresult of the year's activities. It should give users the benefit of
management’ s understanding of:

e major changesin types or amounts of assets, liabilities, costs,
revenues, obligations, and outlays,

e therelevance of particular balances and amounts shown in the principal financial
statements, particularly if relevant to important financial management issues;
and

e theentity’s stewardship information.

This section should aso include a discussion of key financial-related measures that
emphasize financial trends and assess financia operations.

11.1G Analysis of the Entity’s Systems, Controls, and L egal Compliance

In reporting on the status of systems and internal controls that support preparation of the
financial statements, performance information, and compliance with applicable laws,
management should provide a brief summary of material weaknesses reveal ed by management or
through audits or otherwise known to management in accordance with the Federal Managers
Financial Integrity Act (Integrity Act).

Beginning with FY 2006, the assurance statement that was previously included as part of the
Agency Head message will now be separately identified in this section and combined with the
new separate assurance statement on the effectiveness of internal control over financial reporting
required by OMB Circular A-123, Management’ s Responsibility for Internal Control.
Management Assurances shall include the annual assurance statements'® (signed by the head of
the agency), summary of material weaknesses and non-conformances, and summary of
corrective action plans. This assurance statement shall also include an annual statement on
whether the agency's financial management systems conform to government-wide requirements
(asrequired by Section 4 of the FMFIA).

The financial systems requirements are mandated by the Federal Financial Management
Improvement Act (FFMIA) and OMB Circular No. A-127, Financial Management Systems,
section 7. OMB A-11, Section 52 Information on Financial Management outlines requirements
for agency's plans for bringing its systemsinto substantial compliance. Financial management
systemsinclude both financial and financially-related (or mixed) systems.

19 The annual assurance statements consist of: (1) management’s overall statement of assurance (as required by
Section 2 and Section 4 of the FMFIA) and (2) management’ s assurance over the effectiveness of the internal
controls over financial reporting, as a subset of the overall statement of assurance.
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To satisfy the reporting requirements of the Improper Payments Information Act (IPIA) for fiscal
year 2005, a brief summary of what agencies have accomplished, and plan to accomplish, must
beincluded inthe MD&A All other required information, should be included as an item in OAI
of the report.

11.1H Possible Futur e Effects of Existing Eventsand Conditions

The discussion of current demands, risks, uncertainties, events, conditions and trends goes
beyond a mere description of existing conditions. Management should address the possible
future effect of those factors that may include, but not necessarily be limited to, demographic
characteristics, clams, contingencies, deferred maintenance, commitments, or major unfunded
liahilities.

Information about the possible effects of anticipated future demands, events, conditions and
trends should be labeled " projected” or " projection” and the key underlying assumptions
explained. Forward-looking information may comprise a separate section of MD& A or may be
incorporated with the sections listed in Section 11.1C.

11.11 Other Management I nformation, I nitiatives, and | ssues

Management has the discretion to include a summary in the MD& A of other information,
initiatives, and issuesit identifies. This could include summarizing entity progressin
implementing key administration management initiatives.

11.1J Limitations of the Financial Statements

The MD&A should include a section articulating the limitations of the principal financial
statements. This section should state the following:

1. Theprincipa financia statements have been prepared to report the financial position
and results of operations of the entity, pursuant to the requirements of 31 U.S.C.
3515 (b).

2. While the statements have been prepared from the books and records of the entity in
accordance with U.S. generally accepted accounting principles (GAAP) for Federal
entities and the formats prescribed by OMB, the statements are in addition to the
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financial reports used to monitor and control budgetary resources which are prepared
from the same books and records.

3. The statements should be read with the realization that they are for a component of
the U.S. Government, a sovereign entity.

11.2 Deferred M aintenance

Deferred maintenance is maintenance that was not performed when it should have been or was
scheduled to be and which, therefore, is put off or delayed for afuture period. SFFAS 6 as
amended by SFFAS No. 14 requires that deferred maintenance information be included as RSI. It
isimportant to note that footnote 58 cited in par. 78 of SFFAS 6 provides that “ Acceptable
services and condition may vary both between entities and among sites within the same entity.
Management shall determine what level of service and condition is acceptable.” Determination
of acceptable condition, therefore, affects the amount of deferred maintenance. In some cases,
such as heritage assets and stewardship land, management may determine that maintenance is not
needed. In that case, deferred maintenance would not exist.

For general property, plant, and equipment (PP&E), heritage assets, and stewardship land, the
following information related to deferred maintenance shall be reported as RSI:

e Theidentification of each major class of asset for which maintenance was deferred.

e The method of measuring deferred maintenance for each major class of asset. See
SFFAS Nos. 6 and 14 for detailed guidance on the extent of the disclosures for the
condition assessment survey or the total life-cycle cost method. Either method may
be used for measuring deferred maintenance.

Management may elect to present stratification of critical and non critical amounts of

mai ntenance needed to return each major class of asset to its acceptable operating condition. 1f
management elects to make this disclosure, the disclosure should include management's
definition of critical and non critical maintenance. Financial statement preparers are encouraged
to refer to SFFASs No. 6 and 14 for additional information.

11.3 Intragover nmental Amounts

Intragovernmental amounts include transactions between Federal entitiesincluded in the
Financial Report of the United States Government. These transactions include activities with
Federal CFO Act and non-CFO Act entities as identified in the Treasury Financial Manual.

Report, as required supplementary information, intragovernmental amounts for: (1) assets, (2)
liabilities, (3) non-exchange revenue, and, (4) for certain reporting entities, earned revenue from
trade (buy/sell) transactions along with the gross cost to generate such revenue. Report these
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amounts by trading partner (reciprocal Federal entity). Report intragovernmental gross cost to
generate earned revenue from trade transactions by budget functional classification.
Intragovernmental asset and liability categories reported as RSI should agree with the
intragovernmental asset and liability line items reported on the balance sheet.

The intragovernmental RSl may be limited to the consolidated agency-wide financial statements.
That is, only the 24 executive departments and agencies covered by this Circular are required to
report intragovernmental RSI in their annual financial statement. The intragovernmental RS
reporting requirement does not extend to Federal components that are required to prepare
financial statements. All amounts should be net of intra-entity transactions (consolidated).

Transactions with components of Federal departments or agencies should not be reported
separately but should be included in the activity reported for the Federal department or agency.
For example, Food and Nutrition Service, Forest Service, and Rural Development Mission Area
are not separate Federal departments or agencies but are components of the U.S. Department of
Agriculture (USDA), which is a Federal department. Transactions with Food and Nutrition
Service, Forest Service, and Rural Development Mission Areas would be included in the RS
reported for USDA.

I ntragover nmental Assets. Intragovernmental assets reported as RSI should agree with the
intragovernmental asset line items and totals on the reporting entity’ s consolidated agency-wide
balance sheet. For each intragovernmental asset line item on the consolidated agency-wide

bal ance sheet, a corresponding column heading should be reported in the intragovernmental
assets supplementary information that identifies the trading partner balances that make up the
lineitem. Reporting entities may aggregate trading partners whose individual totals for a
particular asset category collectively comprise less than 20 percent of the total asset line item
category. If intragovernmental transactions with atrading partner are material in one asset line
item category but immaterial in another asset line item category, report transactions with the
trading partner for each asset line item category.

For example, assume areporting agency has the following intragovernmental assets: Fund
Balance with the U.S. Treasury-$200; Accounts Receivable-$100 (Agency A-$82, Agency B-$9,
Agency C-$4, Agency D - $5); Loans receivable-$100 (Agency A - $5, Agency B-$90, Agency
C-$5); Investments-$100 (Agency A-$32, Agency B-$50, Agency C-$18); and Other-$20
(Agency A-$2, Agency B-$15, Agency C-$2, Agency D - $1). In this case, the reporting entity’s
intragovernmental assets may be presented in the supplementary information as follows (this
exampleisfor illustrative purposes only):
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Intragovernmental assets:

Trading Fund balance Accounts Loans

Partner with Treasury receivable receivable Investments Other
U.S. Treasury $200 $-- $-- $-- $--
Agency A -- 82 5 32 2
Agency B -- 9 90 50 15
Other - _9 _S 18 _3
Total $ 200 $100 $100 $100 $20

I ntragover nmental Liabilities: Intragovernmental liabilities reported as RSl should agree with
the intragovernmental liability line items and totals on the reporting entity’ s consolidated
agency-wide balance sheet. For each intragovernmental liability line item on the consolidated
agency-wide balance sheet, a corresponding column heading should be reported in the
intragovernmental liabilities supplementary information that identifies the trading partner
balances that make up the line item. If intragovernmental transactions with a trading partner are
material in one liability line item category but immaterial in another liability line item category,
report transactions with the trading partner for each liability line item category.

Trading Accounts Debt/borrowings

Partner payable from other agencies Other
Agency A $ xxx $  xxx $  xxx
Agency B XXX XXX XXX
Agency C XXX XXX XXX
Other XXX XXX XXX
Total P X XXX $ X, XXX P X XXX

I ntragover nmental Earned Revenues. Agencies with total intragovernmental earned revenues
from trade transactions (net of intra-entity activity) greater than $500 million shall report such
revenues by trading partner.

Trading Partner Earned revenue
Agency A $  xxx
Agency B XXX
Agency C XXX
Agency D XXX
Total $ X XXX
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I ntragover nmental Nonexchange Revenue: Agencies shall report, by trading partner,
intragovernmental nonexchange revenues transferred in and out.

Trading
Partner
Agency A
Agency B
Agency C
Total

Nonexchange Revenue
Transfers-In  Transfers-Out
$ xxx $  Xxx

XXX XXX
XXX XXX
$ X, XXX $ X, XXX

11.4 Statement of Budgetary Resour ces

It isimportant to monitor budget execution at the individual account level. Accordingly,
budgetary information aggregated for purposes of the Statement of Budgetary Resources should
be disaggregated for each of the reporting entity's major budget accounts and presented as RSI.
For purposes of this presentation, small budget accounts may be aggregated. The major accounts
and the aggregate of small budget accounts should, in total, agree with the amounts reported on
the face of the Statement of Budgetary Resources.

11.5 Statement of Custodial Activity

Entities that collect taxes and duties should provide the following required supplementary
information relating to their potential collections and custodial responsibilities (see SFFAS No.

7):

A discussion of the factors affecting the collectibility of compliance assessments
recognized as taxes receivable,

If reasonably estimable, claims for refunds that are not yet accrued but are likely
to be paid when administrative action is complete,

The amount of assessments that the entity still has statutory authority to collect at
the end of the period, but has no future collection potential and are therefore
defined as write-offs, and

If reasonably estimable, the amounts by which trust funds may be over or under-
funded in comparison with requirements of law. Thisinformation should also be
presented by recipient entities that are trust funds.

These disclosures are not applicable to exchange revenue presented on the Statement of
Custodial Activity.
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11.6 Segment Infor mation

Each franchise fund and other intragovernmental support revolving fund that is not separately
reported on the entity's principal statements shall report the following required supplementary
information:

e Condensed information about assets, liabilities, and net position, as of the reporting date:
(1) fund balance, (2) accounts receivable, (3) PP&E, (4) other assets, (5) liabilities due
and payable for goods and services received, (6) deferred revenues, (7) other liabilities,
and (8) cumulative results of operations.

All franchise funds and other intragovernmental support revolving funds shall report the
following required supplementary information:

e A brief description of the services provided by the fund and the identity of the fund's
major customers (major customers are organizations that account for more than 15
percent of the fundlls revenues), and

e A summary, for the reporting period, by product or line of business of: (1) the full cost of
goods and services provided, (2) the related exchange revenues, and (3) the excess of full
costs over exchange revenues.

11.7 Risk Assumed I nformation

All Federal insurance and guarantee programs, other than social insurance, life insurance, and
loan guarantee programs, shall report risk- assumed information. These disclosures are in
addition to the liability for unpaid claims from insured events that have aready occurred and any
contingent liability that meets criteriafor recognition.

Risk assumed is generally measured by the present value of unpaid expected losses net of
associated premiums, based on the risk inherent in the insurance or guarantee coverage in force.
The specific requirements for risk assumed information are presented in SFFAS No. 5,
Accounting for Liabilities of the Federal Government, as part of the discussion of insurance and
guarantee liabilities (see paragraphs 105 to 114). Note: amendmentsto SFFAS No. 5 have
moved these disclosures from RSS| to RSI.
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Section 12 - Other Accompanying Information
Table of Contents

12.1 Performance M easur es

12.2 Revenue Foregone

12.3 Tax Burden/Tax Gap

12.4 Tax Expenditureswith Directed Flows of Resour ces
12.5 Management Challenges

12.6 IPIA Reporting Details

12.7 Other Agency-specific Statutorily Required Reports

12.1 Per formance M easur es

Additional performance measures, beyond key measures included in the MD& A, may be
presented as Other Accompanying Information. Management has broad discretion in the manner
in which performance information is displayed. Among the options available to management is
a statement format similar to the Statement of Program Performance Measuresiillustrated in
SFFAC No. 2. Management’ s display of performance information should include sufficient
explanatory information that would help users understand the significance of the measures, the
results, and any deviations from goals or plans.

12.2 Revenue Foregone

If the entity discloses differences between the pricesit charges in exchange transactions and full
cost or market price, it should consider providing an estimate of the amount of revenue foregone
and should explain whether, and to what extent, the quantity demanded was assumed to change
asaresult of adifferencein price.

12.3 Tax Burden/Tax Gap

Preparers of statements of entities that collect taxes may consider presenting the information
described below, if the information is readily available and the preparers believe the information
will enhance the usefulness of the statements. Refer to SFFAS No. 7 for further guidance.

e A perspectiveon theincometax burden. This could take the form of a summary of
the latest available information on the income tax and on related income, deductions,
exemptions, and credits for individuals by income level and for corporations by value
of assets.

e Auvailableinformation on the size of thetax gap. Collecting entities should provide

any relevant estimates of the annual tax gap that become available as a result of
Federal surveys or studies.
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12.4 Tax Expenditureswith Directed Flows of Resour ces

Preparers of statements may consider presenting the information described below, if the
information is readily available and the preparers believe that the information will enhance the
usefulness of the statements. See SFFAS No. 7 for further guidance.

e Tax expendituresrelated to entity programs. Information on tax expenditures
relevant to entity performance may be presented but it should be appropriately
described, explained and qualified.

e Directed flows of resourcesrelated to entity programs. Information on directed
flows of resources related to an entity’ s programs may be presented but it should be
appropriately described, explained, and qualified.

125 Management Challenges

The PAR shall include a statement prepared by the agency’ s Inspector General (1G) that
summarizes what the IG considers to be the most serious management and performance
challenges facing the agency and briefly assesses the agency’ s progress in addressing those
challenges. This statement must be provided to the agency head at least 30 days before the PAR
due date. Comments by the agency head may be appended to the IG’ s statement. The agency
head may comment on, but not modify the IG statement. The IG’s management challenges
statement and the agency head’ s response should be included as an OAI item in the agency PAR.

12.6 IPIA Reporting Details

Describe your agency’ s risk assessment(s), performed subsequent to compiling your full
program inventory. List the risk-susceptible programs (i.e., programs that have a
significant risk of improper payments based on OMB guidance thresholds) identified
through your risk assessments. Be sure to include the programs previoudy identified in
the former Section 57 of OMB Circular A-11.

. Describe the statistical sampling process conducted to estimate the improper payment
rate for each program identified.

[1. Describe the Corrective Action Plansfor:

A. Reducing the estimated rate of improper payments. Include in thisdiscussion what is
seen asthe cause(s) of errors and the corresponding steps necessary to prevent future
occurrences. If efforts are aready underway, and/or have been ongoing for some
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length of time, it is gppropriate to include that information in this section.

B. Grant-making agencieswith risk susceptible grant programs, discuss what your
agency has accomplished in the area of funds stewardship past the primary recipient.
Include the status on projects and results of any reviews.

IV.  Thetablebelow isrequired for each reporting agency. Please note the following changes
from prior year reporting: (1) al risk susceptible programs must be listed in this chart
whether or not an error measurement is being reported; (2) where no measurement is
provided, agency should indicate the date by which ameasurement is expected; (3) if the
Current Y ear (CY) isthe basdline measurement year, indicate by either footnote or by “n/a’
inthe Prior Year (PY) column; (4) if any of the dollar amount(s) included in the estimate
correspond to newly established measurement components in addition to previoudy
established measurement components, separate the two amounts to the extent possible; (5)
include outlay estimatesfor CY +1, +2, and +3; and (5) agencies are expected to report on
CY activity, and if not feasible, then PY activity isacceptable.

* Future year outlay estimates (CY +1, +2 and +3) should match the outlay estimates for those years as
reported in the most recent President’ s Budget.
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Improper Payment Reduction Outlook

($in millions)
PY PY % PY $ cYy cY cY CY+1 CY+1 CY+1 CY +2 CY+2 CY+2 CY+3 CY+3 CY+3
Outlays Outlays IP% IP$ Ed. IP% IP$ Est. IP% IP$ Es. IP% $
Program Outlays Outlays Outlays
NOTE: Over- and under-paymentsshould beindicated if thisinformation isavailable. The absolute value of the dollar sand therates should be shown—
donot net thefigures.
OMB Circular A-136 127




Form and Content of the PAR

Section 12-Other Accompanying Information

Discuss your agency’ s recovery auditing effort, if applicable, including any

contract types excluded from review and the justification for doing so; actions

taken to recoup improper payments, and the business process changes and internal
controls instituted and/or strengthened to prevent further occurrences.
addition, complete the table below.

Agency
Component
(if
applicable)

Amount
subject to
Review
for CY
Reporting

Actual
Amount
Reviewed
and
Reported

Amounts
Identified
for
Recovery

Amounts
Identified
/ Actual
Amount
Reviewed

Amounts
recovered
CY

Amounts
recovered
PY(s)

VI.

VII.

VIII.

Describe the steps the agency has taken and plans to take (including time line) to
ensure that agency managers (including the agency head) are held accountable for

reducing and recovering improper payments.

A. Describe whether the agency has the information systems and other

infrastructure it needs to reduce improper payments to the levels the agency has

targeted.

B. If the agency does not have such systems and infrastructure, describe the
resources the agency requested in its FY 2006 budget submission to Congress to
obtain the necessary information systems and infrastructure.

Describe any statutory or regulatory barriers which may limit the agencies’ corrective
actionsin reducing improper payments and actions taken by the agency to mitigate
the barriers’ effects.

Additional comments, if any, on overall agency efforts, specific programs, best
practices, or common challenges identified, as aresult of IPIA implementation.
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12.7 Other Agency-specific Statutorily Required Reports

Other agency-specific statutorily required reports pertaining to an agency's financial or
performance management may be included in the performance and Accountability Report after
consultation with OMB and Congress. The head of the agency must determine if inclusion of an
agency-specific report will make the reported information more useful to decision makers.
Consultation with Congress includes the Committee on Governmental Affairs of the Senate, the
Committee on Government reform of the House of Representatives, and any other committee of
Congress having jurisdiction with respect to the report being proposed for consolidation.
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APPENDI X A -- Statements of Federal Financial Accounting Concepts and Standards,
I nter pretations, Technical Bulletins, and Technical Releases

Thisisalisting of the Statements of Federal Financial Accounting Concepts (SFFAC) and
Standards (SFFAS), Interpretations, Technical Bulletins, and Technical Releases set and
promulgated by the Federal Accounting Standards Advisory Board (FASAB).

SFFAC No. 1
SFFAC No. 2

SFFAC No. 3

SFFASNo. 1

SFFASNo. 2

SFFAS No. 3

SFFAS No. 4

SFFASNo. 5

SFFAS No. 6

SFFAS No. 7

SFFASNo. 8

SFFASNo. 9

OMB Circular A-136

Statements of Federal Financial Accounting Concepts
Objectives of Federal Financial Reporting
Entity and Display

Management’ s Discussion and Analysis - Concepts

Statements of Federal Financial Accounting Standards

Accounting for Selected Assets and Liabilities -- For fiscal years ending on and after
September 30, 1994

Accounting for Direct Loans and L oan Guarantees -- For fiscal years ending on and
after September 30, 1994

Accounting for Inventory and Related Property -- For fiscal years ending on and after
September 30, 1994

Manageria Cost Accounting Concepts and Standards -- For fiscal years beginning
after September 30, 1996

Accounting for Liabilities of the Federal Government -- For fiscal years beginning
after September 30, 1996

Accounting for Property, Plant, and Equipment -- For fiscal years beginning after
September 30, 1997

Accounting for Revenue and Other Financing Sources and Concepts for Reconciling
Budgetary and Financial Accounting -- For fiscal years beginning after September 30,
1997

Supplementary Stewardship Reporting -- For fiscal years beginning after September
30, 1997

Deferral of SFFAS 4 - Managerial Cost Accounting -- For fiscal years beginning after
September 30, 1997
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SFFASNo. 10  Accounting for Internal Use Software (amends SFFAS No. 6) -- For fiscal years
beginning after September 30, 2000

SFFASNo. 11  Amendments to Accounting for PP& E: Definitions (amends SFFAS Nos. 6 and 8) --
For fiscal years beginning after September 30, 1998. Rescinded by SFFAS 23.

SFFASNo. 12 Recognition of Contingent Liabilities from Litigation (amends SFFAS No. 5) -- For
fiscal years beginning after September 30, 1997

SFFASNo. 13 Deferral of Paragraph 65.2 - Material Revenue-Related Transactions (amends SFFAS
No. 7) -- For fiscal years beginning after September 30, 1998

SFFASNo. 14  Amendments to Deferred Maintenance Reporting (amends SFFAS Nos. 6 and 8) --
For fiscal years beginning after September 30, 1998

SFFASNo. 15 Management’'s Discussion and Analysis - Standards -- For fiscal years beginning after
September 30, 1999

SFFASNo. 16 Amendmentsto Accounting for PP& E: Multi-Use Heritage Assets (amends SFFAS
Nos. 6 and 8) -- For fiscal years beginning after September 30, 1999

SFFASNo. 17  Accounting for Social Insurance -- For fiscal years beginning after September 30,
1999

SFFASNo. 18 Amendmentsto Accounting Standards for Direct Loans and L oan Guarantees -- For
fiscal years beginning after September 30, 2000

SFFASNo0.19 Technical Amendmentsto Accounting Standards for Direct Loans and Loan
Guaranteesin SFFAS No. 2 -- For fiscal years beginning after September 30, 2002

SFFASNo.20  Elimination of Certain Disclosures -- For fiscal years beginning after September 30,
2000

SFFASNo. 21  Reporting Corrections of Errors and Changes in Accounting Principles -- For fiscal
years beginning after September 30, 2001

SFFASNo.22  Changein Certain Requirements for Reconciling Obligations and Net Cost of
Operations -- For fiscal years beginning after September 30, 2000

SFFASNo. 23  Eliminating the Category National Defense Property, Plant and Equipment -- For
fiscal years beginning after September 30, 2002

SFFASNo. 24  Selected Standards for the Consolidated Financial Report of the United States
Government -- For fiscal years beginning after September 30, 2001

SFFASNo. 25 Reclassification of Stewardship Responsibilities and Eliminating the Current Services
Assessment -- For fiscal years beginning after September 30, 2004

SFFASNo. 26  Presentation of Significant Assumptions for the Statement of Social Insurance -- For
fiscal years beginning after September 30, 2004

SFFASNo. 27  Identifying and Reporting Earmarked Funds -- For fiscal years beginning after
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September 30, 2005

SFFASNo. 28 Deferra of the Effective Date of Reclassification of the Statement of Social Insurance:
Amending SFFAS 25 and 26 -- For fiscal years beginning after September 30, 2005

Interpretations
Interpretation No. 1 Reporting on Indian Trust Fundsin General Purpose Financial Reports of the
Department of Interior and in the Consolidated Financial Statements of the United
States Government: An Interpretation of SFFAS7

Interpretation No. 2 Accounting for Treasury Judgment Fund Transactions. An Interpretation of SFFAS
No. 4 and SFFASNo. 5

Interpretation No. 3 Measurement Date for Pension and Retirement Health Care Liabilities
Interpretation No. 4 Accounting for Pension Payments in Excess of Pension Expense

Interpretation No. 5 Recognition by Recipient Entities of Receivable Nonexchange Revenue: An
Interpretation of SFFAS7

Interpretation No. 6 Accounting for Imputed Intra-departmental Costs: An Interpretation of SFFAS 4
Technical Bulletins

Technical Bulletin 2000-1 Purpose and Scope of FASAB Technical Bulletins and Procedures for
| ssuance

Technical Bulletin 2002-1 Assigning to Component Entities Costs and Liabilities That Result From
Legal Claims Against the Federal Government

Technical Bulletin 2002-2 Disclosures Required By Paragraph 79(g) of SFFAS 7
Technical Bulletin 2003-1Certain Questions and Answers Related to the Homeland Security Act of 2002
Technical Releases
Technical Release No. 1 Audit Legal Representation Letter Guidance

Technical Release No. 2 Determining Probable and Reasonably Estimable for Environmental Liabilitiesin the
Federal Government
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Technical Release No. 3 Auditing Estimates for Direct Loan and Loan Guarantee Subsidies under the Federa
Credit Reform Act. Amendments to Technical Release 3: Preparing and Auditing Direct
Loan and Loan Guarantee Subsidies under the Federal Credit Reform Act.

Technical Release No. 4 Reporting on Non-Valued Seized and Forfeited Property

Technical Release No. 5 Implementation Guidance on Statement of Federal Financial Accounting Standards 10:
Accounting for Internal Use Software

Technical Release No. 6  Preparing Estimates for Direct Loan and Loan Guaranty Subsidies under the Federal

Credit Reform Act Amendments to Technical Release 3: Preparing and Auditing Direct
Loan and Loan Guaranty Subsidies under the Federal Credit Reform Act.

OMB Circular A-136 133



PART B

Preparing the Financial Report (FR) of the
United States Government
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Preparing the FR of the United States Gover nment

1. Scope and Background

As required under the Government Management Reform Act, the Secretary of the
Treasury, in coordination with the Director of the Office of Management and Budget
(OMB) annually prepares and submits to the President and the Congress, an audited
financial statement for the preceding fiscal year. The Comptroller Genera of the United
States audits these financial statements. Asrequired by this circular, the Financial
Report of the United States Government (Financial Report) is due no later than December
15, following the end of the fiscal year.

The Department of the Treasury (Treasury) prepares the Financial Report from data
provided by Federal entities. Entities that have some activity that is material to at |east
one financial statement line or footnote disclosure must provide their data to Treasury by
preparing a Closing Package, including special-purpose financial statements, and
submitting it through the Government-wide Financial Report System (GFRS). In
addition, these entities must also submit intragovernmental balance information by
trading partner. The reporting requirements for these processes are provided in the
Treasury Financial Manua (TFM), Volume 1, Part 2, Chapter 4700. A list of applicable
entitiesis also provided in the TFM and Appendix A below, respectively. The TFM is
available on the web at www.fms.treas.gov.

The special-purpose financial statements directly link the entities' audited consolidated
department-level financial statements to the Financial Report. The agencies auditors
will opine on the special-purpose financia statements, including the reclassified balance
sheets, the statements of net cost, the statements of changes in net position, and the
accompanying notes. (See OMB Bulletin No. 01-02, as amended, for additional guidance
on auditing the specia-purpose financial statements. See Treasury’s TFM for alisting of
documents that must accompany the audit opinion on the special-purpose financial
statements.) Theintragovernmental balance information by trading partner, which is
required to be reconciled quarterly, is subject to agreed upon procedures as defined by
Treasury inthe TFM. In addition, the Office of the Chief Financial Officer and the
Office of Inspector General must provide a copy of the management representation letters
and the legal representation letter, respectively. (See below for additional guidance on
preparing and submitting these letters.)

All other executive agencies must submit their pre-closing adjusted trial balances (ATBS)
through the Federal Agencies Centralized Trial Balance System (FACTSI) to be used in
the compilation of the Financial Report. Reporting entities from the legidlative and
judicia branches of the United States Government are also encouraged to submit their
ATBs. The reporting requirements for these processes are provided in the TFM.

The Financia Report is prepared from Federal entities audited financial statements and
trial balances in accordance with generally accepted accounting principles promul gated
by the Federal Accounting Standards Advisory Board (FASAB). Entitiesthat are
required by law or policy to prepare and issue financial statements in accordance with
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accounting standards other than those recommended by FASAB should continue to do so.
These reporting entities must identify, to Treasury, differences resulting from applying
different accounting standards that could be material to the users of the reporting entity’s
financial statements. If these differences are materia to the Financial Report, the
standards promulgated by FASAB should be applied to those materia items and
subsequently sent to Treasury for consolidation into the Financial Report. The reporting
entities also need to provide, to Treasury, any additional disclosures required by FASAB,
and Treasury’s TFM, that would not be required by other standards.

2. Legal Representation L etter

When preparing the legal representation letters, the General Counsel should reference the
guidance found in OMB Bulletin No. 01-02, Audit Requirements for Federal Financial
Satements, Appendix H-2 (see www.whitehouse.gov/omb/bulletins). Cases and claims
should be reported using the format found at www.usdoj.gov/civil/forms/forms.htm. In
addition to reporting the status of pending contingent liabilities, the interim legal
representation letters should also include the cases reported in the previous year’s legal
representation letters that are no longer pending. The final representation letter should be
limited to new information (i.e., cases that arise subsequent to the interim letter or
changesin the status of cases that were reported in the interim letter). The final letter
should not repeat information from the interim letter that has not changed. Any
subsequent changes in cases that arise after the final representation letter but before the
end of the audit fieldwork on the Financial Report, must be emailed to Treasury FMS
(see Appendix C for email address).

When preparing the management schedule which shows how the information contained
in the legal counsel’ s response was considered in preparing the financia statements, the
Chief Financial Officer should follow the format provided in OMB Bulletin No. 01-02,
Audit Requirements for Federal Financial Satements, Appendix H-3. The schedule
should be consistent with information presented in the legal representation letters and the
footnotes to the financial statements. An assessment as to whether pending, threatened
litigation or unasserted claims should be reported or disclosed in the financial statements
must be made by management. This determination extends to casesin which legal
counsel has classified the likelihood of loss as “unknown.” The name and tel ephone
number of the individual who is able to answer questions regarding the presentation of
legal claims and assessments in the financial statements should also be provided.

The Office of Inspector General should submit the interim and final (updates only)
legal representation lettersand management schedule no later than August 29, and
November 15, respectively. The documents should be submitted electronically in
PDF format, including signatures, to the Department of Justice, FM S, and GAO at
their electronic addresses provided in Appendix C.

The Office of Inspector General should inform FM S, via email, of any subsequent

changesin cases after thefinal legal representation letter but prior to November 30.
On November 30, the email update should be sent to FM Sindicating “changes’ or
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“no changes’ at their electronic address provided in Appendix C.
3. Management Representation L etter

OMB and the Department of the Treasury rely on the written representations obtained
from agency management as part of their financia statement audit. Therefore, itis
important that management representations include all representations that are required
by generally accepted auditing standards and OMB Bulletin No. 01-02, Appendix E.
General representations must, however, be modified to be consistent with findings
reported by the auditor.

In accordance with the Statement on Auditing Standards (SAS) No. 85, Management
Representations, management’ s representations may be limited to matters that are
considered either individually or collectively materia to the financial statements,
provided management and the auditor have reached an understanding on materiality for
this purpose. Materiality may be different for different representations. A discussion of
materiality may be included explicitly in the representation letter, in either qualitative or
guantitative terms. Materiality considerations would not apply to those representations
that are not directly related to amountsincluded in the financial statements. In addition,
because of the possible effects of fraud on other aspects of the audit, materiality would
not apply to management or those employees who have significant rolesin internal
control.

Also in accordance with SAS No. 85, the management representation letter should be
signed by those members of management with overall responsibility for financial and
operating matters that the auditor believes are responsible for and knowledgeable about,
directly or through others in the organization, the matters covered by the representations.
Such members of management normally include the agency head and the Chief Financial
Officer.

Asrequired by SAS No. 89, Audit Adjustments, the management letter should include a
representation regarding the materiality of unrecorded financial statement adjustments
aggregated by the auditors. A list of any uncorrected misstatements, including those
audit adjustments waived by the component-level, should be attached to the management
representation letter.

Management is required to include a representation that addresses the consistency of
budgetary data reported on the Statement of Budgetary Resources and the budgetary data
submitted through FACTS 1 to prepare the year-end SF 133s, Reports on Budget
Execution and Budgetary Resources. OMB plans to amend OMB Bulletin No. 01-02 to
include this representation in the future. Management may consider using the following
sampl e representation:

The information presented on the Department’ s Satement of Budgetary

Resour ces agrees with the information submitted on the Department’s
year-end Reports on Budget Execution and Budgetary Resources (SF
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133s). Thisinformation will be used as input for the fiscal year 20xx
actual column of the Program and Financing Schedules reported in the
fiscal year 20xz Budget of the U.S. Government. Such information is
supported by the related financial records and related data.

Similar to legal representation letters, an email must be sent to OMB/OFFM and the
Department of the Treasury (Main) (see Appendix C for email address) whether there are
“no changes’ or “changes’ due to subsequent changes to the management representation
letter or agency financial statements that have arisen after the management representation
letter and financial statements have been submitted but before the end of the audit
fieldwork on the Financial Report. Management may consider using the following
sample email:

The purpose of this email isto inform you that nothing has come to our
attention that would require modification to the management
representation letter furnished to our auditors, and sent to you, dated
[insert date].

Additionally, nothing has come to our attention that would materially
affect amounts reported in [insert agency’ s name]’ s financial statements
for the fiscal years ended September 30, 20xy and 20xx or require
additional disclosuresto these financial statements.

We under stand that these representations will be relied upon by the
Government Accountability Office as part of their effortsin auditing the
United States Government consolidated financial statements for the fiscal
years ended September 30, 20xy and 20xx.

Additional representations are required in relation to the audit of the special-purpose
financia statements (closing package) and can be found in OMB Bulletin No. 01-02, as
amended, Appendix K. These representations may be combined with the representations
required for the audit of the general-purpose financial statements (financial statements
included in Part A of A-136) in one management representation letter rather than two
separate |etters.

The Office of the Chief Financial Officer should submit the management representation
letters electronically in PDF format, including signatures, to OMB/OFFM, the
Department of the Treasury (Main), and GAO at the addresses provided in Appendix C.
The management representation letter s should be submitted as soon asthey are
available but no later than November 15 (general-pur pose financial statements) and
November 18 (special-pur pose financial statements) following the end of the fiscal
year.

The Office of the Chief Financial Officer should inform OMB/OFFM and the

Department of the Treasury (Main), via email, of any updates to the management
representation letters and updatesto financial statements due to subsequent events,
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up through November 30. On November 30, the email update should be sent to
OMB/OFFM and the Department of the Treasury (Main) indicating “ changes’ or
“no changes’ at their electronic addresses provided in Appendix C.

4. Adherenceto Due Dates
The Financia Report isissued 30 days after agencies submit their Performance and
Accountability Reportsto OMB and the Congress. Therefore, it is essential that agencies

adhere to the dates published in the TFM, Chapter 4700 and Appendix B of Part B of
Circular A-136. These are “no later than dates;” earlier submissions are encouraged.
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Agencies Required to Prepare Closing Package and to Submit Representation

Letters

Department of Agriculture

Department of Commerce

Department of Defense

Department of Education

Department of Energy

Department of Health and Human Services
Department of Homeland Security
Department of Housing and Urban Devel opment
Department of Interior

Department of Justice

Department of Labor

Department of State

Department of Transportation

Department of the Treasury

Department of Veterans Affairs

U.S. Agency for International Development
Environmental Protection Agency

Genera Services Administration

National Aeronautics and Space Administration
Nuclear Regulatory Commission

National Science Foundation

Office of Personnel Management

Small Business Administration

Social Security Administration
Export-Import Bank of the United States
Farm Credit System Insurance Corporation
Federal Communications Commission
Federal Deposit Insurance Corporation
National Credit Union Administration
Pension Benefit Guaranty Corporation
Railroad Retirement Board

Securities and Exchange Commission
Smithsonian Institution

Tennessee Valley Authority

U.S. Postal Service
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Appendix B

Key Datesfor the Financial Report of the United States Gover nment

Key Due Who Should Requirement Recipient
Date Submit
7/21/2005 CFO Act and CFO submits 3" quarter financial OMB OFFM and
ATDA agencies* statements RMO
(AN
When Agencies in IG submits interim Legal DOJ, FMS, GAO
available Appendix A Representation Letter and
but NLT Management Schedule
8/29/2005
10/1/2005 Payroll IG submits Retirement, Health OPM
Providers Benefits, and Life Insurance
Withholdings/Contributions and
Supplemental Semiannual
Headcount Report
10/19/2005 Agencies in CFO submits intragovernmental FMS
Appendix A fourth quarter 2005 data files
10/19/2005 All IFCS closes for 4™ quarter 2005 FMS
(final)
10/27/2005 Agencies in CFO submits 4™ quarter Status of FMS
Appendix A Disposition Certification
11/1/2005 All CFO submits draft Performance and | OMB OFFM and
Accountability Report RMO
11/15/2005 All CFO submits 2005 Performance and | OMB OFFM and
Accountability Report RMO, Main
Treasury, FMS,
GAO
When Agencies in CFO submits Management OMB OFFM,
available Appendix A Representation Letter Main Treasury,
but NLT GAO
11/15/2005
When Agencies in IG submits final Legal Representation | DOJ, FMS, GAO
available Appendix A Letter and Management Schedule
but NLT
11/15/2005
11/16/2005 Agencies in Preparers submit Closing Package FMS
(midnight Appendix A data through GFRS (refer to TFM,
EST.) Part 2, Chapter 4700 for further
details)
11/16/2005 Agencies Non-verifying agencies submit FMS
(midnight excluded from Adjusted Trial Balances through
EST.) Appendix A FACTS | and Notes through GFRS
11/18/2005 Agencies in CFO submits Approval of Closing FMS
(noon EST.) Appendix A Package (refer to TFM, Part 2,
Chapter 4700 for further details)
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Key Due Who Should Requirement Recipient
Date Submit
11/18/2005 Agencies in CFO submits Management OMB OFFM,
(noon EST.) Appendix A Representation Letter for the special- | Main Treasury,
purpose financial statements GAO
11/18/2005 Agencies in IG submits Opinion on Closing OMB OFFM,
(noon EST.) Appendix A Package FMS and GAO
(refer to TFM, Part 2, Chapter 4700
for documents to attach to the
opinion)
11/23/2005 Agencies in CFO submits Representation on FMS and GAO
Appendix A Intragovernmental Activity and
Balances
11/30/2005 Agencies in CFO submits Adjusted Trial Balances FMS
Appendix A through FACTS |
11/30/2005 Agencies in IG sends email on subsequent FMS
Appendix A changes or no changes to cases after
the final legal representation letter
(changes occurring)
11/30/2005 Agencies in CFO sends email on subsequent OMB OFFM and
Appendix A changes or no changes to the Main Treasury
management representation letter
and financial statements, due to
subsequent events
12/2/2005 Agencies in IG submits Agreed-upon Procedures | FMS and GAO
Appendix A Report on the Closing Package

Intragovernmental Activity and
Balances

* - See OMB’s Amendments to OMB Bulletin No. 01-02, Audit Requirements for Federal
Financial Statements, dated July 2004, for agencies subject to the Accountability of Tax Dollars Act.
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Appendix C

Contact Information for Legal and M anagement Representation Letters

Office of Management and Budget

New Executive Office Building

Office of Federal Financial
Management

725 17" Street, NW, Suite 6025

Washington, DC 20503

Attn: Dana James

E-mail:

David Zavada Statements@omb.e

op.gov
Telephone: (202) 395-3993

Fax: (202) 395-3952

Department of the Treasury(Main)
1500 Pennsylvania Avenue, NW
Room 2064

Washington, DC 20220

Attn: Ann Davis

E-mail: ann.davis@do.treas.gov
Telephone: (202) 622-1028

Fax: (202) 622-1511

Government Accountability Office
441 G Street, NW, Room 5V09
Washington, DC 20548

Attn: Lynda Downing

E-mail: USCFS@gao.gov
Telephone: (202) 512-9168

Fax: (202) 512-9596

Department of Justice

Office of the Assistant Attorney
General

950 Pennsylvania Avenue, NW

Room 3138

Washington, DC 20530

Attn: COL Sharon Riley

E-mail: Legal.letters@usdoj.gov

Telephone: (202) 514-3886

Fax: (202) 514-8071

(Beginning August 15)
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Office of Management and Budget
New Executive Office Building
Resource Management Office

725 17" Street, NW

Washington, DC 20503

(Office number, e-mail, telephone, and
fax should be obtained from the
respective RMO.)

Department of the Treasury

Financial Management Services

Room 509B

3700 East-West Highway

Hyattsville, MD 20782

Attn: Faye McCreary

E-mail:
Financial.Reports@fms.treas.gov

Telephone: (202) 874-9910

Fax: (202) 874-9907

Department of Justice

1100 L Street, NW, Room 9048
Washington, DC 20005

Attn: Barbara Clatterbos
E-mail: Legal.letters@usdoj.gov
Telephone: (202) 616-7922
Fax: (202) 514-1908

144


mailto:David_Zavada_Statements@omb.eop.gov
mailto:David_Zavada_Statements@omb.eop.gov
mailto:ann.davis@do.treas.gov
mailto:Financial.Reports@fms.treas.gov
mailto:USCFS@gao.gov
mailto:Legal.letters@usdoj.gov
mailto:Legal.letters@usdoj.gov

	Section 2 – General 
	Table of Contents 
	 
	2.1 Instructions for Agency Financial Statements  
	2.2 Format of the PAR  
	7. Total Budgetary Resources         $ x,xxx        $ x,xxx                      $ x,xxx                $ x,xxx 
	 
	11. Total Status of Budgetary Resources     x,xxx     x,xxx                         x,xxx                              x,xxx 
	15. Outlays: 
	17. Net Outlays                    $ x,xxx   $ x,xxx                     $ x,xxx                            $ x,xxx 
	7. Total Budgetary Resources         $ x,xxx        $ x,xxx                      $ x,xxx                $ x,xxx 
	 
	11. Total status of budgetary resources      x,xxx     x,xxx                         x,xxx                              x,xxx 
	 
	Net Outlays 
	19. Net Outlays: 
	Budgetary Resources Obligated  
	 
	Resources Used to Finance Items not Part of the Net Cost of Operations  
	    30.  Net Cost of Operations                    $ x,xxx $ x,xxx 
	Notes Related to the Balance Sheet 
	 
	 9.21 Note 21 Intragovernmental Costs and Exchange Revenue
	 
	 
	Note Disclosures Related to the Statement of Budgetary Resources 
	Note Disclosures Related to the Statement of Financing 
	Note Disclosures Not Related to a Specific Statement  


	APPENDIX A -- Statements of Federal Financial Accounting Concepts and Standards, Interpretations, Technical Bulletins, and Technical Releases 



